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A message from the chairman of the Council  
 
 
 
 
 
 
The CERC is bound by the terms of its founding texts to present a report on the changing situation of 
employment, income and social cohesion over time. Both the difficulties and the limitations of this 
exercise are clear to me.  
 
We are obliged to base our analyses on averages, while we know that these are at once indicative of 
France’s  economic and social situation and at the same time inadequate to reflect many specific 
situations. Nonetheless, the report attempts to bring out the main factors which are at the roots of 
inequalities in employment, income and housing.  
 
We are reasoning in quantitative terms, on the basis of figures which make us think, which, under the 
surface, imply psychological and sociological situations. But here too, it is necessary to recognise that 
other approaches are needed in order to measure the difficulties or frustrations of the populations 
concerned. Thus, the Council is not unaware of the problems posed by immigration, as well as by 
discrimination. But it can only evoke them within the limits of its competences. 
 
The fact that this Council is composed of individuals from different horizons requires an effort of 
collective analysis in order to arrive at syntheses taking this diversity into account. All in all, it seems 
to me that the convergences ultimately reached explain the approach of the final chapter, insofar as it 
is not a summary of all the data provided by our analyses, which will, I hope, be useful to many 
people.  
 
The Council has repeatedly stressed the dialectical relationship between economic and social factors. 
To be sure, the interaction between the two was more satisfying in the ‘Golden Sixties’. But it would 
be a mistake to abandon this point of view, because strong social cohesion would have positive effects 
on economic growth and its dimensions of solidarity and sustainability. And this is too often forgotten.  
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With this seventh report, the Council for Employment, Income and Social 
Cohesion, the CERC, is fulfilling one of the missions entrusted to it by the public 
authorities as stated in Article 6 of Decree no. 2000-302 of 7 April 2000: that of 
establishing ‘a periodic summary report bearing on the developments observed in 
the area of employment, income and social cohesion’. Five years after the first of 
these overviews (Report no. 2, The long road towards the euro), what new 
lessons may be drawn from a careful examination of the economic and social 
facts in order to enrich public debate and contribute to reflection on the actions to 
be continued or undertaken in coming years? 
 
Carrying out an overall analysis of developments calls for stepping back from 
immediate information. This distance has been imposed, first of all, by attempting 
to situate French developments, as systematically as possible, in the context of 
those of the European partners of the Europe-15.1 It has also been necessary to 
chose an adequate period of analysis in order to bring out the main trends beyond 
short-term fluctuations. The CERC has chosen to privilege as often as possible the 
analysis of the period extending from 1993 to 2005 (sometimes 2004, when the 
detailed information necessary to the analysis is not available). The reasons for 
this time frame are the following: 
 
In general, it is recommended to analyse a complete economic cycle in order to 
bring out the trends more clearly. From this standpoint, the year 1993, in France 
as in the very large majority of European countries, marks the lowest point of 
economic activity in the 1990s. All the countries subsequently experienced an 
ascending phase of the cycle extending into the beginning of the new century. The 
bursting of the ‘dot-com bubble’ clearly set off another downward trend (Fig. 1). 
The first years of this century are characterised by more heterogeneous growth 
profiles from one country to another and it is difficult to determine the end of the 
short-term cycle. Thus, the choice of the final year, 2005, is less determined by 
the position in the cycle; it also stems from the interest of drawing on the most 
recent information.  
 
Figure 1. Economic growth in France, European Union -15 and USA 
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Source : Eurostat National accounts 
 

                                                           
1 . The enlargement to the ten new members dates from 2004. The differences in levels of 
economic and social development are still too great to permit useful reference material 
with the exception of a few areas. 



 TIMES OF CHANGE: FRANCE 1993-2005 
 

 8

The report is composed of three analytical parts followed by a final chapter: 
 
The first part concerning the general context traces the following points in four 
documents: demography (Document A), growth and its factors (Document B), 
social security and tax contributions and government finance (Document C), 
transformations of the Social State (Document D).  
 
The second part analyses employment, unemployment and income in three 
documents: employment and unemployment (Document E), changes in earned 
income (Document F) and changes in household income (Document G). 
 
The third part deals with certain factors affecting social cohesion in four 
documents: disparities in income and wealth (Document H), training and equal 
opportunity (Document I), space as a vehicle of inequality (Document J) and 
poverty (Document K). 
 
In the final chapter, ‘Between shadow and light’, the Council has singled out, 
among the numerous observations made in documents A to K, certain points 
which are totally in keeping with its competences and which it considers 
particularly important. 
 
Before turning to the different documents, it seemed useful to establish an 
overview of the different themes in two tables: the first presents developments in 
France and the second brings together the main indicators for the whole of the 
EU-15 and certain countries which are particularly representative. 
 
From this overview, the following points are particularly worthy of note: 
- a French growth rate close to the EU-15 average   
- more sluggish results in terms of employment: while the increase in employment 
between 1993 and 2005 is close to the European average, the employment rate is 
lower and the unemployment rate is higher in 2005 and also shows less 
improvement since 1993 
- deteriorating government finances. 
It is also necessary to stress: 
- the diversity of the trends within Europe, with overall growth rates pulled down 
by the results of Germany, Italy and France 

- the rather remarkable performances of the Scandinavian countries, in 
terms of growth, investment in human capital and employment, within a context 
of overall control of government finances. 
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Table 1 – Main indicators for France 

  Value trend  
  2005 Index 

1993=100 
 ( 2000 prices) 

Average 
annual 
change 

 D
oc

um
en

t 

GDP                     billions of euro  1,710 129 2.1 B 
GDP per inhabitant         in euro  22,272 121 1.6  
Disposable income per 
inhabitant                    in euro 

 
17,862 122 1.7 

 
G 

Final consumption expenditure 
of households per inhabitant     
in euro 

  
15,203

 
123 

 
1.7 

 

Adjusted disposable income(a) 
per inhabitant               in euro 

 
22,445 120 1.6 

 

Final consumption of 
Households per inhabitant     
in euro 

 

19,786 121 1.6 

 

Compensation of employees 
per employee          in euro 

  
39,442

 
114 

 
1.1 

 

Wages less employee’s social 
contribution -including csg- 
per employee 

 

20,782 113 1.0 

G 

 Value Trend  
 

1993 2005 
Index 

1993=100 
 ( 2000 prices 

Average 
annual 
change 

 

Employment      in thousands 22,462 25,028 111 0.9 E 
Employment rate 15-64 years 59.3 63.1    
Unemployment rate 11.1 9.9    
 1993 2005  average  
Investment            (Housing 
excluded)                              
(% of GDP 1995 prices)   

 
14.0 

 
16.1 

 
 

 
14.9 

B 

Housing investment              
(% of GDP) 4.2 4.2  4.1  

R&D expenditure(% GDP)  
 (OCDE) 

2.4 
 

2.2 
(2004)

 
 

 
2.2 

B 

 1993 2005 Différence Moyenne  
Social protection expenditure 
(% GDP)  

 
26.4 

 
29.6 

 
+ 3.2 

 D 

Education and training 
expenditure (b) 
(% GDP)  

6.6 
(1990)

6.9 
 

 
 

 I 

Government deficit  
(% GDP)  

 
- 5.9 

 
- 2.9 

  
- 3.5 

D 

Government debt (% GDP)  45.7 66.6 + 20.9  D 
External balance for good and 
services 
(% GDP        2000 prices) 

 
+ 0.7 

 
- 1.3 

  
0.8 

B 

Note :  (a) Adjusted disposable income is the total of disposable income and Individual 
consumption expenditure of general government that are public expaenditures directly 
aimed to households like public education expenditure, reimbursements of medical 
expanses, etc. 
(b) The Education and training expenditure include public and private expenditures for 
pre-primary, primary, secundary and tertiary education and for training  
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Table 2 - France and European countries 
 

 

Fr
an

ce
 

EU
-1

5 

G
er

m
an

y 

U
ni

te
d-

K
in

gd
om

 

Sc
an

di
na

vi
an

 
co

un
tri

es
 (a

) 

Sp
ai

n 

GDP 
average growth 1993 - 2005 

 
2.1 

 
2.3 

 
1.5 

 
2.9 

 
3.0 

 
3.6 

       
GDP  per inhabitant 1.6 1.8 1.4 2.6 2.7 2.8 
       
Average investissement 
rate 1995-2005 (% GDP)  

 
15.0 

 
15.6 

 
14.3 

 
15.5 

 
15.3 

 
18.6 

       
R&D expenditure  
1993-2004 (% GDP)     

 
2.2 

 
1.9 

 
2.5 

 
1.8 

 
3.2 

 
1.1 

      
Foreign trade (b) 

average 1993-2005 - 0.1 0.0 0.6 - 0.6 0.6 - 0.7 

       
Employment rate in 2005 63.1 65.2 65.4 71.7 72.3 63.3 
Growth of employment 
from 1993 to 2005 

 
0.9 

 
1.0 

 
0.3 

 
1.1 

 
0.8 

 
2.9 

Unemployment rate 
 As a percentage      2005

Change since 1993 

 
9.9 

- 1.2 

 
7.9 

- 2.2 

 
9.5 

+ 1.8 

 
4.8 

- 5.4 

 
7.0 

- 4.7 

 
9.2 

- 9.1 
Education expenditure (c) 
(% gdp) in 2003 

 
5.6 

  
4.7 

 
5.7 

 
4.2 

 
6.0 

       
Social protection 
expenditure (% GDP)    (c) 
(sespros)                        1993

2003

 
 

28.7 
29.1 

 
 

27.5 
27.2 

 
 

26.8 
29.1 

 
 

27.7 
25.9 

 
 

34.0 
29.5 

 
 

23.4 
19.2 

Government deficit/surplus 
(% GDP)  in 2005 

average 1995-2005

 
- 2.9 
- 3.1 

 
-2.3 
-2.3 

 
- 3.2 
- 2.6 

 
- 3.3 
- 1.8 

 
3.5 
1.0 

 
1.1 

- 1.8 
Government debt (% GDP)  

In 2005
Change since 1993

 
66.6 
21.3 

 
64.5 

 
67.9 
21.0 

 
42.4 
- 3.0 

 
42.5 

- 15.3(d) 

 
43.1 

- 25.5 
Notes : (a) For the Scandinavian countries, unweighted average of Denmark, Finland and 
Sweden’s data.  
 (b) contribution of foreign trade to GDP’s growth  
 (c) In Table 2, expenditure for pre-primary education and for training are not 
taken into account.  

(d) For the scandinavian countries change between 1995 and 2005. 
Source : Eurostat. 
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I. DEMOGRAPHIC 
GROWTH  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
1. A relatively 
high birth rate 
 

France’s demographic trends remain dynamic relative to those of the other 
European countries (I). The birth rate is still high by European standards and life 
expectancy continues to rise. However, like the other countries of Europe, France 
is ageing (II). The post-war baby-boom generation is reaching retirement age, 
while the proportion of young people is declining much less than in the other 
European countries. As a result of this double trend, the dependent population 
(those under 20 and over 60 years of age) accounts for a larger proportion relative 
to the working-age population than is the case in most of the neighbouring 
countries. And this makes the issue of the employment rate for the over-fifty 
population – which is much lower in France than elsewhere in Europe – all the 
more crucial.  
 
The ageing of Europe has another consequence: except in the Scandinavian or 
German-speaking countries, where there has been longstanding investment in 
education, young generations of better-trained workers are replacing recent 
retirees who often have few qualifications. However, even among the youngest, 
the proportion of those leaving school in France without a diploma from the upper 
cycle of higher education is relatively large. 
The balance between age groups is being modified but the way of living together 
is also changing (III). It is more common to live alone. Traditional families, 
which still constitute the large majority, are losing ground. On the other hand, 
among couples with children, the proportion of families where both parents work 
continues to the rise. 
 
The circumstances of family or professional life are also leading the French to 
change their living quarters, or even their regions, more often. The moves 
between regions are favourable to the South and the West. The Île-de-France 
region shows an overall outflow but still draws young people in the 20-29 age 
group. The key features of attractiveness are tied to the dynamism of 
employment, which is itself quite uneven from one region to another. Young 
adults are by far the most mobile, and even more so today than in the 1990s (IV). 
 
 
Compared to the rest of Europe, the increase in the French population remains 
fairly steady. In the area of demographic growth, France ranked fifth in Europe in 
2005 and sixth on an average annual basis from 1993 to 2005 (Table 1). Ireland, 
owing to its high birth rate, and Spain, because of its considerable migration 
surplus, are the two countries undergoing the most rapid demographic growth in 
Europe while Germany, on the contrary, shows a population decrease. 
 
As of 1 January 2006, the French population numbered 62.9 million, which 
represents 3.6 million more than in 1995. France is now the second most 
populated country in Europe, behind Germany and just ahead of the United 
Kingdom. The growth of the French population has been more pronounced since 
1998, mainly because of the large number of births. We shall address the three 
components of this growth -- birth rate, mortality rate and migratory balance -- in 
turn. 
 
 
 Since the year 2000, there have been more than 800,000 births annually in France 
(Richet-Mastain, 2006a). Moreover, the French birth rate is the second highest in 
Europe, after Ireland (Table 1).  
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Table 1 – European population change to 2005, and 1993-2005  
    Per 10,000 population per annum 

 Crude 
birth 
rate 

Crude 
death 
rate 

Natural 
increase

Net 
migration a 

Total 
population 
increase a 

 
1993-2005a 

EU-25  105  97  7  37  44  29 
EU-15  106  96  11  42  53  38 
Belgium  114  100  14  32  46  31 
Denmark  118  103  16  14  30  36 
Germany   84  101  - 17  12  - 5  16 
Greece  94  90  2  31  33  51 
Spain  109  88  21  150  171  80 
Franceb  126  88  37  17  54  45 
Ireland  153  65  88  114  202  118 
Italye  99  104  - 5  58  53  24 
Luxembourg  115  76  39  34  73  119 
Netherlands  116  84  31  - 12  20  57 
Austria  94  90  4  74  78  34 
Portugal  105  97  8  39  47  45 
Finland  110  92  18  17  35  29 
Sweden  104  99  5  27  32  30 
United Kingdom  119  99  20  33  53  34 

(a) Per 10,000 population per annum. 
(b) Metropolitan France (Overseas departments excluded). 
Source : Eurostat. 
 
Ireland and France have the highest short-term fertility indicator in Europe (199 
and 190 children per 100 women in 2004), which places them ahead of the United 
Kingdom and the Scandinavian countries (around 170 children per 100 women).1 
Germany, Austria and the Latin countries have a lower fertility rate (140 children 
or less per 100 women) (Pison, 2006).  
 
That said, the higher fertility of French women does not depend solely on the 
proportion of large families. It is also tied to the scarcity of childless families 
(about 90 % of French women have at least one child) and a lower frequency of 
families with only one child. 
 
The fertility of foreign-born women living in France has less impact on the 
country’s average fertility rate than in the past. The migratory balance in recent 
years has in fact a limited weight within the population as a whole and foreign 
women who have been in France for many years have practically the same 
number of children as native-born French women (Legros, 2003). However, 
foreign women who have recently settled in France, often in order to get married 
or as a result of family reunification, have a period of high fertility rates 
(Toulemon, 2004). Above all, it is the proportion of children coming from mixed 
French-foreign couples which has increased in the recent period.  
 

                                                           
1 . These figures reflect the average number of children of a woman who would, at every 
age, correspond to the fertility rate observed for a given year. For international 
comparisons, this document uses Eurostat data, which deal with metropolitan France only 
and excludes the overseas departments. 
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Everywhere in Europe, women are becoming mothers later in the lives. In France, 
the childbearing age has risen considerably since 1977. In 2005, the mothers of 
newborn children were, on the average, almost 30 years old, compared to 29 a 
decade earlier and under age 25 in 1975. In addition, French women over 30 are 
having more children than before and childbirth after 40 is becoming less rare (in 
2004, 3.4 % of childbirths occurred after age 40, which was only the case for 2.5 
% in 1994 and 1.7 % in 1984). 
 
These changes are tied to new behaviours in the transition to adulthood, with 
regard to leaving the parents’ home, forming a couple and having children. 
Education continues longer, women working outside the family context has 
become widespread and the availability of contraception gives them more choice 
in planning their pregnancies for a time which is more compatible with the pursuit 
of their studies or their careers.2 
 
The French family calendar is fairly close to that of the Scandinavians. Like their 
Swedish counterparts, French women begin living in couples fairly early. In both 
countries, 80 percent of the women (born in 1968) were living in a couple before 
the age of 25, while this was the case for only 40 percent of Italian women. As in 
the Scandinavian countries, marriage without previously living together is a 
largely minority practice.  
 
Although non-official couples are more fragile than married couples and 
marriages after a period of living together are less lasting than direct ones (Prioux, 
2006), France and the Scandinavian countries nonetheless show the highest 
fertility rates in Europe after Ireland. In France, however, new unions after a 
separation are less widespread than in the Scandinavian countries (13 % of 
women aged 35 to 39, compared to 25 % in Sweden). When these unions occur, 
they contribute to the increase in later pregnancies. 
 
If we consider women’s completed fertility rate – the number of children to which 
they have really given birth during their childbearing years – we see that the 
replacement of the generations was still ensured, in France, for women turning 40 
in 2004. By their fortieth birthdays, 100 French women born in 1964 had in fact 
given birth to 204 children. For the younger generations, the completed fertility 
rate should stabilise between 195 and 200 children per 100 French women 
(Prioux, 2005). By comparison, the generation of Irish women born in 1964 had 
233 children per 100 women, those of Swedish women, 200, and those of the 
Danish, Finnish and British, 190 or slightly more. Among the countries of the 
EU-15, German and Italian women have had the least number of children 
(respectively, 154 and 152 per 100 women born in 1964). 
 
Common demographic indicators 
Completed fertility rate: the average number of children to which a generation of 
women would give birth in the course of their childbearing years, excluding mortality 
factors. 
Life expectancy at birth: the average lifetime – in other words, the average age of death – 
of a fictitious generation subject to that year’s mortality conditions. This indicator 
characterises mortality independently of age structure.  
Migration balance: the difference between the number of persons entering a territory 
(immigration) and the number of persons leaving (emigration) in the course of a given 
year.  

                                                           
2 . According to an INED survey carried out in 1994, nearly 70 % of French women aged 
20 to 44 used some form of contraception. 
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2. A declining 
death rate 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3. A limited 
migratory balance 

 
 

 
Natural increase: the difference between the number of live births and the number of 
deaths in the course of a given year.  
Fertility rate: the number of live births for a given year over the average female 
population between the ages of 15 and 50.  
Mortality rate: the ratio between the number of deaths in a given year and the average 
total population. 
Infant mortality rate: the ratio between the number of children dying at less than one 
year of age and the total number of live births.  
Birth rate: the ratio of the number of live births for a given year to the average total 
population.  
 
 
The French birth rate is relatively dynamic, while the death rate continues to 
decline. In particular, infant mortality has decreased considerably over the past 
ten years, dropping under the symbolic threshold of 4 deaths per 1,000 newborn 
children (3.9 per 1,000 in 2005, compared to 6.5 per 1,000 in 1993). Only 
Sweden, Finland and Spain show better results, from 3.1 to 3.6 per 1,000 (source: 
Population Reference Bureau).  
Mortality in France is low (Table 1) and in the past two years, the rate has 
dropped below the earlier trend. French women, and especially French men, are 
living longer. Since 1994, life expectancy in France has increased by two years 
for women and more than three years for men (Richet-Mastain, 2006b). And the 
surplus mortality of young French men relative to their European counterparts, 
mainly because of suicide or highway accidents (WHO, 2006) has in fact 
disappeared over the past ten years.  
In 2004, life expectancy was nearly 77 years for men and 84 years for women. 
French women have the longest life spans in Europe; on the average, they live one 
year more than Swedish women, two and a half years more than German women 
and three years more than Danish or Dutch women. 
 
Population ageing is leading to both an increase in both health expenditure and 
the cost of dependency (Document D). That said, the French remain in good 
health for a relatively long time and the elderly become dependent at a later age. 
Indeed, in 2002 their life expectancy in good health was 72 years (69 for men and 
75 for women) compared to just over 71 years two years earlier. In Europe, only 
Spain, Italy and Sweden have a longer average expectancy in good health, around 
73 years (OECD, 2006a).  
In 2006, France thus ranked second in Europe for natural population increase, 
behind Ireland and at the same level as Luxembourg.3 Across the entire 1993-
2005 period, it ranks fourth, just behind Luxembourg and The Netherlands. 
 
 
Since 1993, France’s external migratory balance has fluctuated, depending on the 
years, between 40,000 and 110,000 people. In 2005 it was close to the 100,000 
mark. For one thing, the number of French citizens living abroad has increased 
(by 350,000 between 1999 and 2003). For another, the number of foreigners with 
a first residency permit valid for a stay of at least one year in France, including 
students, has fluctuated between 110,000 and 215,000 a year since 1994 and has 
shown a considerable increase since 1997. This group also includes 40,000 to 
50,000 citizens of the European Economic Area entering France each year within 
the framework of the free circulation of individuals (Prioux, 2005).4 

                                                           
3 . Surplus of births over deaths in proportion to the total population.  
4 . The EEA includes the countries of EU-25, Iceland, Liechtenstein and Norway.  
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II. AN AGEING EUROPE 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. Greater numbers 
of older persons 

 

 
The number of immigrants is difficult to evaluate because it cannot be observed directly. 
Only the residency permits issued by the French prefectures allow the observation of the 
legal entries of foreigners or immigrants (Thierry, 2004). The permanent departures of 
foreigners are not known and the same is true for illegal entries. The movements of 
French citizens can be estimated through the statistics of the Ministry of Foreign Affairs. 
In practice, the number of immigrants is evaluated by INSEE on the basis of the population 
censuses. The comparison of the results of the 1990, 1999, 2004 and 2005 censuses with 
other sources, notably the Home Office statistics on residency permits, suggests that the 
1999 census underestimated the number of immigrants (Borrel, 2006). An assessment of 
that underestimation has been undertaken. 
As of mid 2004, there were 4.9 million immigrants in France, which amounted to an 
average annual increase of 54,000 since 1990.  
 
 Even if it is impossible at present to give a precise evaluation of the contribution 
to the migratory balance to the growth of the French population, it may be 
advanced that this remains limited, on the order of 1 to 2 points per 1000 as an 
annual average, and below that of the natural increase.  
 
On the other hand, the countries which have welcomed the greatest number of 
immigrants, relative to their total population, are former European territories of 
emigration. Between 1993 and 2005, such migrations thus contributed to 
increasing the Portuguese population by an annual average of nearly 4 points per 
1000, that of Ireland by 6 points and that of Spain by just over 7 points.  
Between 1993 and 2005, the total population increase, which combines the effect 
of the surplus of births over deaths and that of migratory movements, averaged 
4.5 per 1000 in metropolitan France. This rate situates France in sixth place 
within the EU-15.  
 
 
All of Europe is ageing, under the double impact of the large baby-boomer 
generations reaching the age of 60 and the widespread drop in the fertility rate. 
This means, first of all, that the transformation of the numerical equilibrium 
between ages is modifying both the balance between working and retired 
members of the population and the average age of persons in work. The 
generations aged 50 years and over, which are more numerous, raise the age of 
the labour force considerably and increase the proportion of the retired population 
relative to those in work. Second of all, especially in countries where the 
extension of schooling is recent, the structure of the labour force itself is 
changing: young working persons who are increasingly well trained are entering 
the labour market, while their elders, with fewer qualifications on the average, are 
going into retirement. 
 
 
The fertility rate in France has declined less than in elsewhere in Europe but its 
baby boom was earlier, more sustained and more lasting. This had, until now, 
slowed down the country’s ageing but in the future, it will accelerate the process 
more than in the other European countries. 
In early 2006, the 1946 generation, the first of the baby boom, numbered close to 
800,000 persons. The five generations born from 1946 to 1950 are 50 percent 
larger than those born during the preceding five years. This demographic 
transformation affects the French economy like the other economies of Europe 
but the French situation has certain particular features.  
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In some European countries, the drop in the birth rate has already brought about 
population pyramids with sizeably reduced bases (Monnier, 2004). This is the 
case in Austria, Germany, Italy and Spain. In other European countries, including 
Denmark, Sweden, The Netherlands and the United Kingdom, the numbers of 
younger persons has decreased less than that of the preceding group.  
 
If we compare France’s population pyramid with that of the other countries of the 
EU-15 as a whole (Fig. 1), the young French generations seem to be numerous. 
 
Figure 1 – Population by gender and age in France and in EU-15 countries  

                        on 1. January 2004 
 

9 8 7 6 5 4 3 2 1 0 1 2 3 4 5 6 7 8 9

0

10

20

30

40

50

60

70

80

France EU15 except France

female Male 

 
Example: 15 year old males are 6.7 per thousand of total population in France and 6 per 
thousand in other EU-15 countries as a whole.  
Source: Eurostat. 
 
The largest proportion of young people under 20 years of age is to be found, 
moreover, in France and Ireland. This situation offers an advantage for the future 
but also a burden for the present because of the education expenditures, transfers 
and collective facilities related to childhood and the family which must be 
financed and maintained. 
 
With regard to the number of persons over 65, France ranks eighth in the EU-15.5 
In 2004, however, the combined shares of young people and elderly persons 
positioned France in first place (age 65 threshold), or in third place after Germany 
and Sweden (age 60 threshold). In other words, the high proportion of young and 
older people leads to a particularly heavy responsibility for the working 
population in France. 

                                                           
5 . Age 65 is the customary threshold used to define individuals of retirement age in 
international comparisons. 
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 By 2010, population ageing will affect all the European countries (a European 
average of nearly 1 point more for individuals over 65, 1.5 points for those over 
60). Between 2004 and 2010, in Europe, ageing will particularly affect Germany 
and Italy (Table 2). It will also have an effect on France, especially if age 60 is 
taken as the threshold.6 Indeed, during the same period, the proportion of those 
over 60 within the total population will increase more than 2 points, and that of 
those over 65, 0.5 point. 
 
Table 2 – Proportion of young and older people in Europe 

                                                                         % of total population 
Aged under 20 Aged 65 or over 

 1993 2004 2010 1993 2004 2010 
EU-15  24.4 22.2 21.4 15.0 17.0 17.9 
Belgium 24.3 23.2 23.7 15.4 17.1 17.6 
Denmark 23.8 24.3 24.4 15.5 14.9 16.3 
Germany 21.5 20.5 19.0 15.0 18.0 20.4 
Greece 25.7 20.2 19.3 14.4 17.8 18.8 
Spain 26.6 20.1 19.8 14.4 16.9 17.2 
France 26.7 25.0 24.3 14.6 16.3 16.8 
Ireland 35.1 28.4 27.2 11.4 11.1 11.8 
Italy 22.3 19.1 18.9 15.8 19.2 20.5 
Luxembourg 23.3 24.5 24.1 13.6 14.1 14.6 
Netherlands 24.6 24.5 24.0 13.0 13.8 14.9 
Austria 23.8 22.3 20.9 14.9 15.5 17.7 
Portugal 27.2 21.6 21.0 14.2 16.8 17.7 
Finland 25.4 23.8 22.8 13.8 15.6 16.9 
Sweden 24.6 24.0 23.3 17.7 17.2 18.1 
United- 
Kingdom 25.4 24.8 23.4 15.8 16.0 16.6 

Note: population estimations for 1993 and 2004, projections for 2010. 
Source: Eurostat. 
 
In 2010, France will still be one of the countries where the dependency rate of 
young people under age 20 and older persons, relative to the working population, 
is the highest. If we use the age 65 threshold for older persons, the dependent 
population will equal nearly 70 percent of the working-age population, which will 
be the third highest rate in Europe. At that date, the dependency rate in Spain will 
only be 59 percent. If the threshold is placed at age 60, France will remain in 
fourth place, with a rate just over 89 percent. 
 
In France, the retirement of the baby boomers should be getting under way 
between 2006 and 2011. However, the volume of employment will be affected 
more gradually than the numbers of retirees by age. In fact, unemployment (part 
of which does not appear in the job requests compiled by the ANPE because of 
job-search exemptions for older job-seekers, which numbered 400,000 at the end 
of 2004, see CERC, 2005a), early retirements, long-term sick leaves or disability 
contribute to lowering the employment rate as of age 55. Income sharing between 
generations will probably become strained in the coming years and the problem of 
older persons’ employment will assume growing importance. 
 

                                                           
6 . These elements are confirmed by the latest INSEE projections (Robert-Bobée 2006). 
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2. Fewer young 
working persons 

 

 
A new quantitative equilibrium between age groups is also disrupting the 
replacement of the workforce. The generations now beginning on the labour 
market more or less balance out those leaving working life (Fig. 1). But they will 
rapidly diminish in size.  
 
In 1993, the situation was quite different. The generations born between 1933 and 
1937, at a time when the employment rate was sharply declining, numbered 2.9 
million, while the one which had just reached the age of labour-market entry, born 
between 1973 and 1977, numbered 3.9 million, in other words, 1 million more. 
Ten years ago, the French economy had to absorb an annual average of  200,000 
additional persons in order to keep the unemployment rate from rising. This is no 
longer the case today because the two age groups are of comparable size. 
According to Eurostat’s projections, the differential is gradually reversing itself: 
in 2010, the 55-59 age group will outnumber that of the 15-19 group by more than 
200,000 people. 
 
The same phenomenon comes into play in all the European countries. In 1993, 
they were, with the exception of Germany, confronted by a number of potential 
labour-market beginners which was greater than the number of potential leavers 
(with the difference between the two cohorts representing between 0.5 and 1 % of 
the population between the ages of 20 and 59).7 This imbalance was particularly 
marked in Ireland and Spain, with a difference of about 1.5 points. In 2004, the 
flows were balanced practically everywhere in Europe. But by 2010, in nearly all 
the countries, and notably in France, the entering generations will no longer 
replace those leaving.  
 
Between 1993 and 2003, France was still among the young countries. As in 
Ireland, Portugal or Spain, the increase in the working-age population was linked 
above all to  the number of persons aged 25 to 54. By 2010, it will be due to the 
55-64 age group (Figs 2 and 3).  
 
Figure 2 - Contribution of age groups to the working age population growth (20-64),  
                from 1993 to 2003 
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Reading note: Between 1993 and 2003, the Swedish population aged 20 to 64 increased 
by 0,5% per annum. This increase is mainly due to the growth in population aged 55 to 
59, the number of people aged 25 to 54 remaining unchanged. 
Source: Eurostat, population data. 

                                                           
7 . Once again, these figures are based on a 5-year average. 
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3. A more qualified 
labour force 

 

In Germany, mobilising all those under 65 will not suffice to resolve labour-force 
problems.  
Everywhere else, with the exception of Ireland or Spain, countries whose 
populations are still young, the future of the workforce will mainly be determined 
by keeping older persons in active employment.8 Increasing the employment rate 
of the older population has become an objective common to the different 
European countries.  
 
The Lisbon Council established the target of having half the 55-64 age group in 
employment by 2010 (compared to an average of 36 % for the EU-15 in 1993 and 
44 % in 2005). The postponement of the actual retirement age is all the more 
justified in view of the increased life expectancy in good health (see above). For 
France, the issue is all the more crucial because of the extremely low employment 
rate of older persons (Document E).  
 
Figure 3 - Contribution of age groups to the working age population growth (20-64),  
               from 2004 to 2010 
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Reading note: Between 2004 and 2010, the French population is expected to increase by 
0,5 % per annum. This increase will be mainly to the growth in population aged 60-64, the 
increase in population aged 55-59 just offsets the fall in population aged 25-49. The 
population under 20 remains unchanged. 
Source: Eurostat, population projections, base year 2004 
 
 
 
The demographic evolution is not only changing the number and average age of 
the labour force; it is leading to a more qualitative transformation of the working-
age population. In fact, the level of education of that population will be 
profoundly modified in the coming years. In general, the age groups entering the 
labour market have more extensive qualifications than those who are leaving it. 
This factor is likely to contribute to an evolution of productive specialisations 
towards activities with greater added value, in accordance with the Lisbon 
strategy, as well as curbing the problem of unemployment among workers 
without qualifications. 
 
The percentage of higher-education graduates aged 25 to 49 in France is higher 
than the European average, even if it is still 10 points behind Finland (Table 3). 

                                                           
8 . For quantitative estimates for the year 2050, see Coudin (2006). According to INSEE’s 
projections, population ageing in France will be less rapid than that predicted by Eurostat. 
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Classification of training levels used here 

(combined ISCED 1997-UNESCO levels) 
Levels 0-2: Pre-primary, primary and lower secondary education. 
Levels 3-4: Upper secondary and post-secondary non tertiary education. 
Levels 5-6: Tertiary education. 
 
The countries of Northern Europe contrast with those of the South with regard to 
the share of low educational levels (ISCED 0-2). For the former (Austria, 
Denmark, Finland, Germany, Sweden), this share is between 11 and 15 percent, 
while for the latter, it ranges from 27 percent (France, Belgium) to 68 percent 
(Portugal).  
 
Table 3 - Population aged 25 - 49 by level of education9    

                 % 
      Year 2005 ISCED 0-2 ISCED 3-4 ISCED 5-6 

EU-25 24.2 50.7 25.2 
EU-15 26.7 47.0 26.4 
Belgium 26.6 38.3 35.1 
Denmark 15.1 48.7 36.2 
Germany 15.3 59.8 24.9 
Greece 30.1 46.0 23.9 
Spain 43.4 23.5 33.0 
France 26.9 43.9 29.2 
Ireland 27.0 39.3 33.7 
Italy 41.5 44.8 13.7 
Luxembourg 24.6 46.3 29.1 
Netherlands 23.0 44.7 32.2 
Austria 15.4 65.5 19.1 
Portugal 67.7 17.2 15.0 
Finland 13.1 48.2 38.7 
Sweden 11.2 57.5 31.2 
United Kingdom 11.2 57.2 31.7 

Note: The proportion of low levels of education in the UK seems to be underestimated by 
the Labour Force Surveys (LFS). ISCED level 3 includes actually GCSE, a secondary 
examination taken at age 16. According to OECD, the proportion of ISCED 0-2 levels of 
education is far higher than the EULFS estimates.  
Source: Eurostat, Labour Force Surveys. 
 
In France, even if we consider the 25-29 age group, which has only recently left 
initial education and training, the number of low educational levels remains 
considerable. This is a significant, and disturbing, feature in terms of the Lisbon 
strategy, which privileges the knowledge economy as a means of regaining 
competitiveness (with the proportion of early school-leavers reduced to 10 % by 
2010). 
 
Generation replacement is leading to a fairly sharp rise in the initial education and 
training level with age, at a pace which varies from one country to another (Table 
4).  

                                                           
(9) See the ISCED levels definition in the box above. 
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 Table 4 - Low levels of education (ISCED 0-2) by age 
                                                                                                        % 

Year 2005 25-29 30-49 50-54  55-59  
  EU-25 17.3 25.3 34.1 40.1 
  EU-15 19.9 27.8 37.3 43.3 
  Belgium 19.3 28.8 42.8 48.9 
  Denmark 11.1 15.4 18.5 19.4 
  Germany 11.8 15.1 17.3 20.6 
  Greece 21.1 32.6 50.7 62.8 
  Spain 49.7 46.3 63.0 71.9 
  France 17.6 29.0 42.2 47.0 
  Ireland 21.8 29.6 48.7 57.2 
  Italy 27.8 44.1 56.8 65.4 
  Luxembourg 16.7 26.0 33.3 38.5 
  Netherlands 16.8 23.8 33.3 38.7 
  Austria 8.3 16.3 24.9 27.9 
  Portugal 61.2 72.2 83.9 85.6 
  Finland 8.6 13.8 25.5 36.4 
  Sweden 8.4 11.4 19.9 25.1 
  United Kingdom 6.8 11.7 19.3 24.6 

Source: Eurostat, Labour Force Surveys. 
 
Over the past decade, the education and training level of the French population 
has shown such an increase (Fig. 4). In 1993, 20 percent of the 25-49 age group 
had a higher-education diploma; in 2005, the proportion had risen to 30 percent. 
Over the same period and for the same age group, the share of low educational 
levels dropped 9 percentage points.10 
 
Figure 4 - Changes in educational attainment in France 1993-2005  
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Source: Eurostat, Labour Force Surveys. 
 
Other countries show a similarly dynamic pattern of rapid increase in educational 
levels with generation replacement. Some of them, which started out quite low 
and are still far behind France, have advanced very rapidly; this is notably the 
case with Greece or Spain. By contrast, the countries which invested earlier on in 
a more open secondary education policy show less change by age; Austria, 
Denmark and Germany are in this category. 
 

                                                           
10 . “Low educational levels” = ISCED 0-2.  
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III. CHANGING 
HOUSEHOLD STRUCTURE 

 
 
 
 
 

1. Smaller 
households 

 
 

In spite of its low education and training level, France’s over-50 population has 
not been the subject of any extensive training programme. The companies do not 
consider it to be in their interests and the public authorities have not stepped in, 
while the employees concerned show little inclination themselves for such 
training. In practice, older workers have much less access to continuing training 
than the other age categories (Document I).  
 
On the other hand, when the policy of promoting employment through lower 
social contributions on low wages as a means of fighting against the 
unemployment of the least-skilled workers was introduced in 1992, the proportion 
of individuals with low qualifications was much greater than at present. The 
average level of education of the working population will continue to rise in 
coming years, even if the minimum remains relatively high, given the proportion 
of those without qualifications in the 25-29 age group. We can only ask what 
conclusions are to be drawn for the future.  
 
 
 Since 1990, households and families have assumed more varied forms. There are 
more and more people living alone and single-parent families are increasing. At 
the same time, there are growing numbers of working mothers. Among 
households composed of couples and children, families where both parent work 
are clearly in the majority, even with three children. 
 
 
Households of one or two persons are increasingly widespread (Table 5). On the 
average, a household was composed of nearly 2.6 persons in 1990 and only 2.3 in 
2005. According to INSEE’s projections, the average number of persons per 
household will drop to 2.25 in 2010 (Jacquot, 2006).  
 
One result of this trend is a considerable increase in the number of households 
(nearly 20 % between 1990 and 2004, Table 5). At the same time, the reduction in 
the average household size also modifies the structure of their consumption 
patterns (Document G). 
 
Table 5 - Households by number of persons since 1990                                  % 

Nombre de personnes par ménage 1990 1999 1/7/2004 
1 person 27.1 31.0 32.8 
2 persons 29.6 31.1 32.4 
3 persons 17.7 16.2 15.1 
4 persons 15.7 13.8 12.8 
5 or more 9.9 7.9 6.9 
Number of households (thousands) 21,452 23,808 25,431 
Average number of persons per household 2.6 2.4 2.3 

Source: INSEE, population census. 
 
In 2004, nearly a third of French households were composed of one person; in the 
Île-de-France region (around Paris), this figure reached 36 percent. However, the 
increase in the number of persons living alone (nearly 8,500,000 for the whole of 
France in 2004) cannot be attributed to population ageing alone, or even to the 
increased solitude of older persons. 
 
To be sure, the proportion of single persons in the over-50 age group is on the rise 
(24 % in 2004, which represents 3 points more than in 1990). But among younger 
people as well, the couple is losing ground (Jacquot, 2006).  
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2. Fewer traditional 
families 

 
 
 
 
 

There are also more people living alone in the 30-49 age group (11.7 % in 2004, 
an increase of 4 points over 1990). However, the greatest increase in the 
proportion of one-person households is to be found among the 20-29 age group: 
18.6 percent in 2004, which constitutes an increase of just over 7 points since 
1999. Indeed, young people are more apt to live alone, at least temporarily, when 
they leave their parents’ home.  
 
The continuing decrease in household size notably intensifies the demand for 
housing. An additional 0.1 point drop in the average household size in relation to 
24 million main residences leads to an increased demand of some 1 million 
dwellings. On the supply side, from 1990 to 2002, the construction of new 
housing was inadequate relative to the demand, with a volume under the threshold 
of  300,000 new dwellings a year (Table 6). 
 
Table 6 - Permanent dwellings started since 1993, by type 
 Thousands 

Years Houses  Flats All 
1993 116.6 120.1 236.6 
1994 140.2 143.6 283.8 
1995 139.7 129.6 269.2 
1996 145.3 114.3 259.5 
1997 149.8 105.3 255.1 
1998 166.1 113.5 279.5 
1999 187.4 122.6 309.9 
2000 198.4 102.6 301.0 
2001 191.0 101.6 292.5 
2002 191.8 101.1 292.9 
2003 192.9 111.9 304.8 
2004 215.9 133.6 349.5 

Note: This table excludes residences in communal establishments (residential care  
homes, education establishments, …) as well as temporary accommodation (hotels…). 
Field: Ordinary dwellings, Metropolitan France. 
Source: Ministry for Transport, Infrastructure, Tourism and the Sea, Sitadel database 
 
The backlog accumulated over the past thirty years owing to the combination of 
these two factors – the shortage of new housing and the rapid decrease in average 
household size – has led at present to an overall shortage on the order of a million 
dwellings, including 400,000 for the greater Paris area. Since 2003, however, 
there has been a considerable increase in the construction of new housing, 
following the introduction of the Social Cohesion Plan and the National Housing 
Pact (2005). As of late August 2006, the construction of nearly 430,000 new 
dwellings had gotten underway during the previous twelve months, according to 
the monthly statistics of the Ministry for Infrastructure.  
 
 
 
Over the long term, the structure of the households has changed considerably and 
this trend continues (Table 7). In particular, since the beginning of the 1980s, the 
proportion of single-parent families has shown a rapid increase.  
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 Table 7 - Household composition  
       % 
   Households comprising… 1968 1975 1982 1990 1999 

One person-Men 6.4 7.4 8.5 10.1 12.5 
One person-Women 13.8 14.8 16.0 17.1 18.5 
Lone parents with children 2.9 3.0 3.6 6.6 7.4 
Couple without children 21.1 22.3 23.3 23.7 24.8 
Couple with children 36.0 36.5 36.1 36.4 31.5 
Other households 19.8 16.0 12.5 6.1 5.3 
Number of households 
(millions) 15.8 17.7 19.6 21.5 23.8 

Field: Metropolitan France. 
Source: INSEE. Population census. 
 
Comparing France to its neighbours is a delicate exercise (see box). Whatever the 
definition selected, however, France emerges as one of the countries where 
single-parent families are widespread.  
 

Single-parent families in Europe: differing realities and definitions 
It must be noted first of all that the statistical sources do not always tally. A second 
problem: single-parent families reflect different realities from one country to another: the 
parents are more frequently widowers or widows in Spain, Italy or Greece, while they are 
more often single persons in Denmark or Ireland than in the other countries (Chambaz, 
2000). And last of all, the definitions used are not stable; in particular, the order of 
magnitude obtained varies considerably depending on whether or not a filter is applied to 
the age and employment status of the children. If the category is limited to lone parents 
with dependent children under 25 years of age who do not work, no more than 3 percent 
of French households are included (Lehmann and Wirtz, 2004). 
 
If we consider the work situation of lone parents with dependent children, those in 
France are more often employed than their counterparts in the United Kingdom or 
The Netherlands (74 % compared to 58 % in the other two countries, EHCP, 
2001). Furthermore, among those in employment, French lone parents more often 
have a full-time job, which suggests that the financial situation of single-parent 
families, before social transfers, is on the whole less unfavourable in France than 
in the other two countries. 
The situation of one group among these French families is fragile, however: 
young single mothers. More frequently without qualifications, they are more 
likely to have unskilled jobs than those living in couples (37 % of the jobs held, 
compared to 27 % for women living in couples, Algava et al., 2005).11 This 
situation is not without impact on the living standard of these families and their 
children and the risk of poverty they face. 
 
Family ties are also changing. Traditional families, where children live with their 
two biological parents, were still in the large majority in 1999, when they 
represented 73 percent of the total number of families with children. Over the 
1990-1999 decade, their number nonetheless decreased more quickly than that of 
families with children as a whole (9 % decrease, compared to 3 % for the total). 
Conversely, single-parent and recomposed families increased, reaching 19 percent 
and 8 percent, respectively, of all families with children in 1999 (Barre, 2003). 

                                                           
11 . ‘Young French mothers’ = age 35 or under. 
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3. A majority of 
mothers in work 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

IV. REGIONAL 
DISPARITIES IN LABOUR-
MARKET PARTICIPATION 
AND MOBILITY 

 
 
 
 
 
 

1. The 
attractiveness of 
the South and West 

 
 
 

 
During the past decade, the number of working women continued to rise. Among 
households composed of couples and children, those where both parents worked 
were predominant. According to INSEE’s Labour Force Survey, they accounted for 
66 percent of the total in 1992 and 70 percent in 2002. Even with three children, 
mothers continue to work or seek employment. In 2002, working women 
constituted a clear majority among households with three children where the man 
was also in work. In these households, 61 percent of the mothers were working, 
which was 7 points higher than in 1992. 
 
This transformation of family structures has multiple social consequences. First of 
all, the more frequent work activity of the two parents requires appropriate 
solutions for childcare. This is also the case for the growing number of single-
parent families. 
 
Second, the increased demand tied to the decline in household size creates 
pressures on the housing market. At the same time, the spread of the family model 
with two working parents leads to urban sprawl and more time spent commuting 
between home and work. Last of all, the single-parent families, which have only 
one income, are subject to increased uncertainties. Relative to the other families, 
they have a greater risk of poverty (Document K). 
 
 
Local and regional migrations are closely linked to individual family and work  
histories. Not surprisingly, job-related mobilities entail greater distances than 
those motivated by housing or family life. Changing regions often means moving 
towards those with the most dynamic employment prospects. 
 
Over the past decade, all forms of residential mobility have been intensified. 
Between 1994 and 2004, nearly 12 percent of the French population changed 
housing each year, and nearly 2 percent changed regions as well. 
 
 
France’s most attractive regions are those of the South and West (Map 1). 
However, between 1999 and 2004, four out of every ten moves had the Île-de-
France as their point of departure or destination. From one provincial area to 
another, half of the moves took place between neighbouring regions. 
 
Movements between regions had already been marked by an attraction to the 
South and West in the previous decade, from 1990 to 1999. In eight regions of the 
Northeast, the migratory deficit has grown even larger since 1999. Conversely, in 
eleven regions of the South and West, the migratory surplus continued to grow 
until 2004 because of the increased number of arrivals.  
 
The Mediterranean regions and Midi-Pyrénées show a migratory surplus for all 
age groups but the attractiveness of the other regions varies with age. In the West 
and the remainder of the Southwest, the overall balance is positive, but departures 
predominate between 20 and 29 years of age, while the Rhône-Alpes region has a 
slight deficit for those over 60 and a migratory surplus for the other age groups. 
The Île-de-France, meanwhile, notwithstanding an overall deficit, still attracts 
young people aged 20 to 29 and the influx of young adults puts the region in first 
place for the natural increase (an annual average of 8.8 per 1000 between 1999 
and 2004). 
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2. Regional 
employment 

 
 

Map 1 - Interregional migration movements between 1999 and 2004 
(per 10,000 population per annum) 

 
 

 
Field: 4-year-old and more 
Source: INSEE, population census. 
 
 
In all, since 1990, three regions saw their respective weights within the total 
French population rise by 0.3 points: Rhône-Alpes, Languedoc-Roussillon and 
Provence-Alpes-Côte-d’Azur (PACA). Conversely, the demographic weight of the 
Nord-Pas-de-Calais region showed an overall decrease of 0.3 points. 
 
On the whole, the attractiveness of the regions is not tied to their wealth or their 
low risk of unemployment. But the regions with the most positive employment 
trends are the most attractive (Baccaïni, 2005a).  
 
 
Each region has its own productive specialisations and the policy of 
competitiveness centres is based on the development of this local know-how. In 
certain cases, the regional specificity can be extremely well defined, as with 
chemistry and plastics technology in Auvergne.  
 
In the Île-de-France region, service jobs with high added value and financial 
activities are particularly well represented. Among the regions of the southern 
half of the country, PACA, Midi-Pyrénées and Rhône-Alpes account for a large 
share of the commercial service sector. By contrast, the Languedoc-Roussillon 
region, which is more agricultural and touristic and also receives many migrants, 
mainly develops activities related to the population (construction, trade, 
household services). In the West, Brittany, the Pays de la Loire and Basse-
Normandie are more involved in agriculture, fishing and the associated industries 
than other regions. 
 
These singularities lead to multiple employment dynamics. Thus, from 1996 to 
2006, the annual growth of private-sector salaried employment varied between 
0.7 and 3.7 percent depending on the regions, with an average of 1.5 percent 
(Table 8). 
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 The three regions with the lowest annual growth of employment are those with 
traditional industries: Champagne-Ardenne (textile-clothing), Franche-Comté 
(microtechnologies, automobile, wood, plastics technologies) and Lorraine (iron 
and steel). These regions were particularly affected by the economic slowdown 
beginning in 2002 and underwent a considerable drop in employment between 
2002 and 2006. 
 
Table 8 - Regional unemployment rate and rate of jobs growth (employees only)  
          % 

Rate of jobs growth (employees) 
Unemployment 

rate Region 
1997-2002 2002-2006 1996-2006 2006 

Alsace 2.2 - 0.5 0.9 8.7 
Aquitaine 3.7 0.9 2.2 9.3 
Auvergne 2.4 0.3 1.3 8.3 
Basse-Normandie 2.6 0.4 1.4 8.9 
Bourgogne 2.1 0 1 8.3 
Bretagne 3.9 1 2.3 7.9 
Centre 2.3 - 0.3 1 8.4 
Champagne-Ardenne 2 - 0.7 0.7 10.3 
Corse 5.1 2.8 3.7 9.9 
Franche-Comté 1.8 - 0.4 0.7 8.9 
Haute-Normandie 2 - 0.1 0.9 10.2 
Île-de-France 2.4 0 1.2 9 
Languedoc-Roussillon 4.3 2.1 3 12.9 
Limousin 2.7 0 1.4 7.5 
Lorraine 2.1 - 0.8 0.7 9.8 
Midi-Pyrénées 4.1 1.8 2.7 9.4 
Nord-Pas-de-Calais 2.6 - 0.2 1.2 13 
Pays de la Loire 3.8 0.8 2.2 8 
Picardie 2 - .4 0.8 10.5 
Poitou-Charentes 3.2 0.7 1.9 9 
Provence-Alpes-Côte- 
d'Azur 3.7 1.5 2.5 11.3 

Rhône-Alpes 2.8 0.3 1.5 8.1 
Total 2.8 0.3 1.5 9.5 

Sources: UNEDIC and INSEE (First quarter; seasonally adjusted series) 
 
With the exception of Basse-Normandie, all the regions where private-sector 
salaried employment showed an average annual increase of more than 1.3 percent 
over the past ten years are also those which have shown a migratory surplus 
during the recent period. Below this threshold, there is a negative migratory 
balance relative to the other regions. 
 
Metropolitan France’s average unemployment rate of 9.5 percent (as of the first 
quarter of 2006) includes sharp regional disparities, from 7.5 percent in the 
Limousin to just over 13 percent in the North and Languedoc.12 This spread is 
partly the consequence of local employment dynamics and the short-term 
economic cycle but also that of the workforce’s residential situation.  

                                                           
12 . In the second quarter, the unemployment rate was 9 percent. 
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3. Intensified 
mobility 

 
 
 
 

Among the four regions which have created the most jobs over the past ten years, 
three have high unemployment rates (Languedoc-Roussillon, PACA, Corsica), 
while the fourth (Midi-Pyrénées) is just at the national average. On the other 
hand, the regions with the lowest unemployment rates are those where 
employment is dynamic (Brittany, Aquitaine, Pays de la Loire), albeit slightly less 
than in the preceding group. However, in Auvergne and the Limousin, where 
employment is not increasing more than in France as a whole, the unemployment 
rate is also considerably less than the national average. In fact, part of the 
workforce living in these regions, especially those under 30, try their chances 
elsewhere.  
 
To be sure, differences in the employment situation between territories cannot be 
summed up by regional disparities. Other contrasts emerge at more detailed levels 
(employment zones, urban areas, neighbourhoods). In particular, certain 
neighbourhoods concentrate populations which are particularly marked by 
unemployment (Document J).  
 
 
The mobility rate varies considerably by age. While it is low until age 15 or so, it 
then rises sharply and attains a maximum between the ages of 20 and 25 
(Baccaïni, 2005a). At that time, leaving the parental home, but also pursuing 
studies or looking for employment are the main reasons for the move. Afterwards, 
the mobility rate slowly decreases with age, although there is a slight rise at the 
time of retirement. But in fact, family and professional events come into play 
much more than age.13 At age 45, for example, couples married only once have 
occupied an average of three dwellings while those who are divorced and have 
remarried will have occupied an average of four. Those who have remained single 
until age 45 are the least mobile: on the average, they have occupied just over two 
dwellings (Lelièvre, 1990).  
 
Slightly more than 40 percent of migrations are tied to the family or studies, 30 
percent to working life, nearly 20 percent to the choice of housing and the 
remaining 10 percent to a variety of reasons. Migrations related to housing and 
family life are largely intra-urban, while those motivated by professional reasons 
entail greater distances (an average of 125 km). Mobility varies considerably with 
occupations. Farm operators are the least mobile, while managers and 
professionals are much more so than the whole (respectively, an average of 4, 5 
and 6 different dwellings). Occupations also affect the scale of the mobility. 
Managers, white- and blue-collar workers and service personnel move over much 
greater distances than farmers or members of the middle-level professions 
(technicians and associate professionals)  (Baccaïni, 1990). 
 
Since 1999, residential mobility has increased. Between 1999 and 2004, nearly 2 
percent of those over 5 years of age changed regions each year, which is a record 
for the last 50 years. In all, nearly 12 percent changed their housing (Table 9 and 
Baccaïni, 2005b).  

                                                           
13 . The latest available studies, carried out by INED, date from 1981 (triple biography 
survey), 1986 (‘populating and depopulating of Paris’ survey) and 2002 (‘biographies of 
friends and family’). 
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 Table 9 - House moves since 1990, by distance moved, per 1,000 population per 
annum 

Moved …  
To another 

housing 
To another 
commune 

To another 
département 

To another 
Region 

1990-1999 116.9 64.9 27.5 16.2 
1999-2004 119.8 72.7 31.3 19.0 

Field: five-year-old and over. 
Note: France is divided into 36,000 communes, 100 départements and 26 regions. The 
communes’ population size is highly heterogeneous. 
Example: Between 1999 and 2004, nearly 120 persons per 1,000 moved to another 
housing each year, among them nearly 73 moved to another commune, etc.  
Source: INSEE, population census. 
 
Those who move the most are young adults and mobility after age 40 is much 
more limited (Baccaïni, 2005b). Between 1999 and 2004, more than 20 percent of 
young people aged 20 to 29 changed dwellings each year, which is the case for 
only 5 percent of those over age 60. These age differences have increased since 
the 1990s (Fig. 5). For young people between 20 and 29 years of age, who were 
already more mobile, changes of regions increased 60 percent and changes of 
housing, nearly 40 percent.  
Figure 5- Internal Migrations by age, per 1,000 persons 
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Sources: INSEE, censuses 1990,1999, 2004, 2005.  
Data provided by O. Barlogis, INSEE Limousin. 
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I. GROWTH 
 
 
 
 
 
 
 

This document reviews, first of all, the main data on French growth compared to 
that of the countries of the EU-15. The analysis will bear on the 1993-2005 
period, which begins at a time when most of the European countries were at the 
lowest phase of the economic cycle. Ireland, the United Kingdom and Finland are 
exceptions, with cycles which had begun two years earlier, as was the case in the 
United States. We do not yet have the necessary distance to define the position of 
the final year, 2005, in the cycle, for France as for its neighbours. In the second 
part of this document, certain factors contributing to relatively weak growth will 
be examined, once again from a comparative point of view. The topics which are 
most closely related to the CERC’s area of expertise will be developed in greater 
detail. 
 
 
French growth during the 1993-2005 period (2.1 % on the average) is close to that 
of the EU-15 (2.3 %). This figure seems adequate, but in appearance only. 
 
To begin with, the growth of the European Union seems weak compared to that 
achieved in the United States (3.3 %) and many observers stress Europe’s 
slowdown. In fact, the growth of the EU-15 was lowered by the poor 
performances of Germany (1.5 %) and Italy (1.5 %). These two countries plus 
France represent more than half the population of the EU-15, and of its GDP as 
well.1 Their weak growth limits the EU average. And the causal relationship 
operates in this direction: it is not the EU which limits the growth of these three 
countries but, in each of them, the combination of structural problems and 
policies which are inadequate for resolving them. 
 
If we consider the growth of the average of the European countries, calculated 
without taking their weight into account (i.e., France, Germany and Italy account 
for 3/15 of the total rather than one half), it is 3.2 percent for the period, like that 
of the United States, which serves to bring out the limited dynamism of the three 
countries in question. Some European countries even had more rapid economic 
growth than the United States, notably Greece, Finland, Spain, Luxembourg and 
especially Ireland. And the others were somewhat better than France. 
 
France’s per capita GDP, measured in purchasing power parity (PPP, in order to 
eliminate differences in price structures between countries), was slightly above 
the European average in 2005.2 But France’s rank in the Union was only 11th, just 
behind Germany and just ahead of the Southern countries (Italy, Spain, Portugal, 
Greece). And in 1993, its per capita GDP was considerably higher than that of 
countries such as Ireland, Finland or the United Kingdom and slightly above that 
of Sweden.  

                                                           
1 . It should be noted that during the 1996-2001 period, when France’s growth was the 
highest (3.8 % annually, compared to 2.8 % for the EU-15), that of nine other countries 
was equal or greater. Here too, the poor performances of Germany (2.1 %) and Italy (2.1 
%) largely explain the fact that France’s growth was higher than the EU-15 average. 
2 . For price and volume comparisons at international level, it is necessary to overcome the 
problem of the different national currencies. The exchange rates are not sufficiently stable 
to this end and do not correctly reflect differences in purchasing power. To compare levels 
between European countries, Eurostat establishes series in purchasing power parity (PPP) 
on the basis of detailed comparisons of prices in the different countries. For more 
information on the method of calculation, see the manual (Eurostat, 1996).  
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II. WHAT OBSTACLES TO 
FRENCH GROWTH? 

 
 
 
 
 
 
 

Table 1. Average growth of GDP from 1993 to 2005   
  % 

EU-15 2.3 
Belgium 2.3 
Denmark 2.5 
Germany  1.5 
Greece 3.6 
Spain 3.7 
France 2.1 
Ireland 7.6 
Italy 1.5 
Luxembourg  5.4 
Netherlands 2.9 
Austria 2.2 
Portugal 2.8 
Finland 3.6 
Sweden 2.9 
United Kingdom 2.9 
EU-15 unweighted 3.2 
USA 3.2 

Source: Eurostat National accounts 
 
We are thus witnessing a slow erosion of the relative situation of France’s 
economy. There would be no reason for concern if this situation were only due to 
the catching up of the EU countries whose economic development was weak at 
the time they became members (Spain, Portugal, Greece, Ireland). The 
convergence of development levels among the countries of the Union, which is 
one of its objectives, is far from automatic: it depends largely on each member’s 
efforts, even if the single market is a powerful stimulant. During the period under 
analysis, convergence was rapid for Spain or Greece and slower for Portugal. The 
performances of Ireland or Finland cannot be reduced to this simple catching-up 
mechanism; both were below the European average in 1993 and above it in 2005. 
In the case of France, Germany and Italy, part of the explanation lies in a lack of 
dynamism, which has affected them for reasons largely proper to each one 
(notably the conditions and cost of reunification for Germany).  
 
 
 
These observations allow some of the explanations of France’s poor performances 
to be placed in perspective. 
 
- French growth, like that of the euro area, is supposedly limited by budgetary and 
monetary discipline since the phase of so-called qualification for the euro. This 
argument should also be applicable to the other countries of the euro area, some 
of which show lively growth that is more rapid than that of European countries 
outside the area or even more rapid than that of the United States. In fact, 
budgetary and monetary discipline would be necessary even without the single 
currency which, by offering protection against uncertainty over exchange rates, is, 
on the contrary, favourable to growth. Moreover, the budgetary norm (budget 
deficit under 3 % of the GDP) applies to all the countries of the EU. 
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1. Competitiveness 
 
 
 
 
 
 
 

- The large countries are supposedly penalised relative to the small ones, in terms 
of growth and possibilities of reforms alike. However, the United Kingdom is not 
subject to this constraint of the so-called large countries.  
 
- French growth is supposedly limited by the structural difficulties facing 
Germany and Italy, the countries receiving a large share (about 30 %) of its 
exports. This explanation is not sufficient, however. For one thing, other 
European countries have strong economic ties to the three slow-growth countries 
and they should suffer from this weighing-down effect just as much as France. 
For another, if growth in Germany and Italy were equal to that of the (non-
weighted) average of the EU-15, namely 3.2 percent, the surplus of French 
exports, which would have resulted automatically, would explain only one quarter 
of the French growth deficit relative to this average.3  
 
There is thus a real problem of economic dynamism in France which does not 
only stem from a relatively unfavourable environment (the manifestations of 
which we shall address below, along with certain explanatory factors). In order to 
explain the relative weakness of French growth, it is necessary to point out first of 
all the contribution of foreign trade to growth (Table 2).4 
 
 
Over the entire period, the contribution of foreign trade to French growth is 
approximately nil. To be sure, France is far from being isolated in Europe because 
only Luxembourg, Ireland, Sweden, Finland, Germany and Austria obtain clear 
support for their growth from foreign trade, while countries such as the United 
Kingdom, Spain or Portugal show clearly negative contributions.  
 
Table 2. Annual average contribution of foreign trade to growth 
 from 1993 to 2005 from 1993 to 2000 from 2000 to 2005

Belgium 0.3 0.4 0.1 
Denmark - 0.3 - 0.1 - 0.6 
Germany  0.6 0.3 1.0 
Greece - 0.5 - 0.9 - 0.1 
Spain - 0.7 - 0.4 -1.2 
France - 0.1 0.1 - 0.5 
Ireland 1.8 2.2 1.2 
Italy - 0.2 - 0.2 - 0.3 
Luxembourg  1.9 3.1 0.3 
Netherlands 0.3 0.2 0.5 
Austria 0.5 0.3 0.7 
Portugal - 0.6 - 1.2 0.1 
Finland 0.9 1.5 - 0.1 
Sweden 1.1 1.0 1.3 
United Kingdom - 0.6 - 0.5 - 0.8 
USA - 0.6 - 0.6 - 0.6 

Source: Eurostat National accounts 
 
The contribution of foreign trade to France’s growth shows the greatest decline 
during the 2001-2005 period (- 0.5 points per year).  

                                                           
3 . CERC calculations. 
4 . The contribution of foreign trade to the growth of the GDP is calculated as the growth 
rate of exports weighted by their share in the GDP less the growth rate of imports weighted 
by their share in the GDP.  
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Relative to Germany. foreign trade caused a loss of 0.7 points of the annual 
growth of the GDP from 1994 to 2005 and 1.4 points from 2001 to 2005 (Fig. 1). 
The increasing gap is clearly due in part to the cutback in Germany’s domestic 
demand tied to the ‘competitive deflation’ policy implemented since 1993. but 
this situation cannot explain everything.  
 
Figure 1. Trends in the GDP and the foreign trade contribution 
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Source: Eurostat National accounts 
 
In particular. we observe a stagnation of the share of French exports in the GDP. 
which runs counter to the German situation (Fig. 2). Another indicator: while 
French exports represented 13.3 percent of the total exports of the EU-15 in 1995 
(13.3 % for German exports as well). they only represented 12.3 percent in 2005. 
compared to 23 percent for German exports (source: Eurostat).  
 
Figure 2. Share of exports in the GDP 
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Source: Eurostat National accounts 
 
It is not possible for the CERC to analyse here the possible explanations for this 
trend in France’s foreign trade performances. An interesting presentation is to be 
found in the report Demain l’emploi si (REXECODE. 2006). According to this 
analysis. France does not really take advantage of external growth. more for 
reasons of innovation and product line positioning than geographical 
specialisation or the level of its labour costs.  
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2. Investment 
 
 

Like all industrialised countries. France is obviously subject to competition from 
countries with very low wages but this does not prevent several European 
neighbours from benefiting from foreign trade as a factor of growth. As for the 
effect of high labour costs relative to many other European countries. these are 
partly compensated for by the high level of labour productivity. but this point 
calls for a closer look (see below). 
 
 
 
The level of investment and that of the research effort are relatively low in 
France. The overall investment rate (an average of 18.8 % over the 1993-2005 
period) is 1.5 ppoints below the European average. If we limit ourselves to the 
gross fixed capital formation (GFCF) excluding housing. the investment rate 
represented an average of 15 percent of the GDP from 1995 to 2004. compared to 
15.6 percent across the EU-15 and considerably less than the rate of catching-up 
countries such as Spain (18.6 %) and Greece (18.1 %). but also Austria (16.3 %). 
The low French investment rate concerns private investments and community 
facilities alike.  
 
The overall spending level for research and development in France. both public 
and private. falls within the average of the EU-15 (2.2 % of the GDP in 2004 
compared to 1.9 % for the EU-15). In many of the countries. however. the 
spending is considerably higher (3.7 % of the GDP in Sweden. 3.5 % in Finland).  
 
Table 3. Investment and R&D expenditure 
 

  

Investment 
excluding 
Housing 
 (% GDP)  

in average 
1993-2005 (a) 

Investment total
(% GDP)  

in average 
1993-2005 

R&D 
expenditure 

 
(% GDP) 

in 2004 (b) 

Share of private 
funding of 
R&D (%) 
in 2003 

EU-15 15.5 20.4 1.9 54.6 
Belgium 15.4 20.0 1.9 60.3 
Denmark 16.5 20.3 2.5 59.9 
Germany  14.4 21.2 2.5 66.3 
Greece 18.4 22.7 0.6 30.7 
Spain 18.4 23.8 1.1 48.4 
France 14.9 19.0 2.2 50.8 
Ireland 13.9 19.7 1.2 59.5 
Italy 16.0 20.1 1.1 nd 
Luxembourg  19.0 21.9 1.7 80.4 
Netherlands 16.8 22.2 1.8 51.1 
Austria 16.4 21.8 2.2 45.2 
Portugal 15.6 24.5 0.7 31.7 
Finland 13.8 18.2 3.5 70.0 
Sweden 14.5 16.2 3.7 65.0 
United Kingdom 15.2 18.2 1.8 43.9 
USA     2.7 61.4 
Japan     3.2 74.5 

(a) 1993-2000 for Belgium.  
(b) 2003 for Italy and Japan. 
Source: Eurostat. 
 
The share of private funding in the R&D effort is relatively small: French 
companies account for only half of the funding. compared to two thirds in 
Germany. Finland or Sweden.  
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3. Workforce 
qualification 

 
 
 

In Japan and the United States. the companies are highly involved in research. In 
France. the peak was reached in 1993. followed by a stagnation of the research 
effort. which went from 2.4 to 2.2 percent of the domestic product. This was also 
due to the slowdown of government spending for research. which went from 1 to 
0.8 percent of the GDP (Betbèze. 2005).  
 
 
The qualification of the workforce is also an important parameter for the 
competitiveness of the French economy. as well as for the level of employment or 
unemployment (Document E). Within the total working-age population. the 
proportion of individuals with a low or very low training levels is considerable in 
France compared to that of many other countries of the EU-15. This situation. 
combined with the inadequate investment. R&D and innovation efforts. probably 
limits the share of economic activity involved in the world economy. a share 
which can only expand in high added-value activities in order to avoid 
competition from low-wage countries.  
 
The proportion of higher qualification levels must be taken into account. however. With 
regard to the comparison with Germany. for example. the proportion of high training 
levels (ISCED 5 and 6) turns out to be greater in France. while Germany has more 
intermediate training levels (ISCED 3 and 4). A more in-depth analysis. taking into account 
not only the overall training levels but also their nature and aims. is necessary. however. 
 
In addition. the high percentage of individuals in the working-age population with 
a low educational and training level has yet another pernicious effect: it has led to 
devoting considerable resources to subsidising low-skilled employment in order 
to fight against unemployment (see Document E). As a result. public resources 
are diverted towards remedies which are probably indispensable in the short run 
but at the expense of public investments which are more beneficial over the long 
run. The questions raised by the large proportion of individuals with low 
educational levels are all the more serious because the problem persists among the 
younger generations as well. By comparison. certain EU countries are improving 
the average educational level of their population more rapidly than France 
through generation replacement (see Document A).  
 
This situation may help to explain a paradoxical finding concerning France’s 
performances. According to OCDE or Eurostat estimates. which are admittedly 
unstable. France’s overall level of hourly labour productivity (GDP per hour 
worked) would be one of the highest in the EU-15 (18 % above the EU-15 
average in 2004). even higher than in the United States. and growth of 
productivity would be high. On the other hand. the level and growth of per capita 
GDP are fairly low relative to the other European countries (Table 4). In the 
ranking of the EU-15. France drops from fourth place in terms of hourly 
productivity to tenth place for per capita GDP.  
 
France’s high level of hourly productivity seems to result less from any particular 
‘technical’ performance (which is not confirmed by the rankings for training level 
or pace of innovation) than from the concentration of employment on the 
individuals who are the best trained and. above all. employed (see below) during 
the most productive period of their lives (Artus and Cette. 2004; Bourlès and 
Cette. 2006). France’s favourable ranking in terms of hourly productivity but 
much less so in terms of GDP per employed person and even less for per capita 
GDP would thus result from a shorter duration of work during the year and a low 
rate of employment. notably among older persons and young people.  
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4. Labour costs  
 
 
 
 
 
 
 

Table 4. From Hourly productivity to GDP per inhabitant 
year 2004 

    GDP Per inhabitant Per worker Per hour worked 
EU-15 100.0 100.0 100.0 
Belgium 108.7 121.1 128.5 
Denmark 111.9 98.2 101.6 
Germany  99.4 94.0 105.2 
Greece 75.3 92.9 71.0 
Spain 89.9 92.4 88.3 
France 100.8 112.1 117.7 
Ireland 125.1 120.9 118.8 
Italy 97.2 103.9 92.0 
Luxembourg  218.8 147.7 153.4 
Netherlands 114.6 101.2 116.8 
Austria 112.1 nd 96.4 
Portugal 66.6 62.1 59.2 
Finland 104.7 103.1 96.5 
Sweden 107.9 100.2 102.1 
United Kingdom 107.9 101.0 97.7 
USA 138.0 129.0 115.2 
Japan 100.6 87.7 79.2 

Note : data in PPP; Index 100 = EU-15. 
Source : Eurostat.  
 
 
These considerations on the training level of the French population and the 
productivity paradox prompt a careful examination of the issue of labour costs as 
a factor of France’s growth. There are two possible approaches: the first analyses 
the average cost of labour in France and neighbouring countries. while the second 
deals with the dispersal of labour costs.  
 
On the average. in industry and services. the hourly cost of the French workforce 
is higher than in the EU-15(Table 5).  
 
Table 5.Hourly cost in euro in 2004 
 Industry and services Manufacturing industry 
UE-25  21.22 21.97 
EU-15 24.02 24.97 
Belgium 29.96 33.13 
Denmark 30.7 29.87 
Germany  26.22 29.92 
Greece 13.37 12.7 
Spain 14.75 16.27 
France 28.2 27.60 
Italy 21.39 20.63 
Luxembourg  28.33 25.76 
Netherlands 27.44 28.93 
Austria 25.3 26.59 
Portugal 9.56 8.25 
Finland 26.83 26.82 
Sweden 30.4 29.6 
United Kingdom 24.71 24.70 
Note: For Greece and Sweden. year 2003. 
Source: Eurostat. Labour cost survey.  
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 It is lower than in Belgium. Sweden or Denmark. but higher than in the countries 
of Southern Europe and even more so relative to the ten new member countries. 
In manufacturing. it appears to be lower than in Germany or The Netherlands as 
well.  
 
In terms of competitiveness. the effect of higher labour costs is compensated by 
high labour productivity (Fig. 3).  
 
Figure 3. Productivity and labour cost (whole economy. year 2003) 
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Sources : Eurostat and OCDE. 
 
Over time. France’s labour costs. while undergoing change. are not radically 
different from those of its neighbours in the euro area since 2000 (Table 6).  
 
Table 6. Hourly cost index in industry and services 
                   Constant prices    average annual growth in  % 
 National currencies Euro 
 2000/1996 2005/2000 (a) 2000/1996 2005/2000 (a) 
Belgium 1.0 1.2 0.4 1.2 
Denmark 1.8 1.7 1.5 1.7 
Germany  1.2 0.2 0.6 0.2 
Greece  1.5 nd 1.2 
Spain 2.1 1.5 1.2 1.5 
France 2.1 1.5 1.8 1.5 
Ireland  2.0 nd 2.0 
Italy - 0.8 0.6 - 0.5 0.6 
Luxembourg  1.0 1.0 0.3 1.0 
Netherlands 2.2 1.1 1.4 1.1 
Austria 0.9 0.3 0.3 0.3 
Portugal 1.1 0.5 0.5 0.5 
Finland 1.5 2.9 0.9 2.9 
Sweden 3.2 2.1 3.5 0.2 
United Kingdom 3.5 3.3 11.2 0.9 
(a) 2004/2000 for Italy 
Source : Eurostat. 
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5. Wage-profit 
distribution 

 
 
 
 
 

5.1. Distribution 
of value added: 

definitions 
 
 
 
 
 

Another indicator which leads to relativising the influence of labour costs on 
France’s weak export performance is the OECD’s index of the relative cost of the 
industrial workforce: for the 1996-2004 period. France seems to have improved 
its position relative to a number of European countries. including Germany and 
the United Kingdom (Fig. 4). 
 
Figure 4. Index of relativ unit labour cost in manufacturing sector  

60

80

100

120

140

160

93 94 95 96 97 98 99 00 01 02 03 04

Germany
France
United Kingdom
Euro area

 
Note: Competitiveness-weighted relative unit labour costs in the manufactoring sector in 
dollar terms. Competitiveness weights take into account the structure of competition in 
both export and import markets of the manufacturing sector of 42 countries. An increase 
in the index indicates a real effective appreciation and a corresponding deterioration of the 
competitive position. 
Source: Ocde Economic outlook n°77 
 
 
How is income from production distributed between labour and capital? The 
subject is controversial and among many wage-earners. trade unions and even a 
large part of public opinion. it is widely believed that the share going to labour 
has dropped considerably. Before examining developments in France. as 
elsewhere in the European Union. it is useful to define the notions used. 
 
 
Briefly stated. the value created (value added) in a company is distributed 
between three components: taxes on products (or wages). labour costs and the 
balance which constitutes the remuneration of capital (gross operating surplus). 
 
The cost of labour. which is called ‘compensation of employees". has two 
components: the net wage paid to employees and the employer and wage-earner 
contributions which constitute a ‘deferred wage’ in the sense that they finance 
subsequent benefits (pensions and unemployment allowances. but also health 
expenditures etc.). 
 
The remuneration of capital is also comprised of several elements: the payment of 
taxes on profits. the reimbursement of prior loans. the depreciation of the 
company’s fixed capital. the partial self-financing of the company’s investments 
and the remuneration paid to capital contributors.  
 
The distribution of the value added at production’s factor cost (i.e. after taxes on 
products or wages) depends on both the combination of the labour and capital 
factors and their remuneration.  
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5.2. Distribution 
of the value 

added within 
non-financial 

corporate 
enterprises 

 
Within the EU-15 

 
 
 
 
 
 

As a first estimate. it is stable over the long term if the production function (the 
combined recourse to labour and capital) is stable and if the increase in the 
remuneration of labour in real terms is equal to the increase of its productivity. 
 
Applying these notions to the economy as a whole (the distribution of the GDP) 
raises several problems (on this point. see Askenazy. 2003. and the comments of 
Timbeau. 2003). One of the main ones has to do with the analysis of the 
remuneration of self-employed persons. for which (apart from the use of 
debatable assumptions) it is impossible to separate the remuneration for their 
labour and the remuneration for their contribution to their enterprise’s capital. 
Since the proportion of salaried and non-salaried workers within the total 
employment varies over time (owing to the trend towards salaried work) and 
between countries. it is difficult to examine the changes or make international 
comparisons for the whole of the economy.5 It is thus preferable to concentrate on 
the division of income within companies alone. and more precisely. non-financial 
corporate enterprises. which avoids part of the methodological problems 
indicated.6  
 
 
 
 
 
 
 
In many European countries7, the share of the compensation of employees-taken 
as the total labour cost- is diminishing, sometimes considerably (Austria. Finland. 
Germany.) It is increasing in Spain and Sweden (but for the latter. the last 
available data concerns 2001). Relative to these divergent trends, the division of 
value added seems remarkably stable in France (Fig.5). 
 
Figure 5. Share of the compensation of employees in the value added of non-financial 
corporate enterprises 
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Note: Value added (excluding taxes on products and wages)  
Source: Eurostat. National accounts. 

                                                           
5 . In 2004, the share of salaried employment within domestic employment was 59 % in 
Greece, 91 % in France and 95 % in Sweden. 
6 . In France, these companies represent nearly 60 % of the country’s gross added value 
and nearly 70 % net of public-sector added value. 
7 . Ireland provides no data on this subject. 
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The French case  
The situation in France can be described in several points: 
 
• The stability of the distribution of the value added over the 1993-2004 period is 
all the more noteworthy because the 1993 recession was particularly sharp.8 In 
addition. a policy of reduction of working time (RTT) was introduced but the 
implementation of the 35-hour week did not lead to an increase in the wage-
earners’ share of added value. The potential additional cost was compensated for 
by hourly productivity gains. a clear slowdown in the rise of net wages and 
reductions in employer social contributions.  
• The stability observed over the past twelve years in fact continues over the long 
period. beyond uncertainties related to changes in the bases of the national 
accounts (see box). 
 
It is possible to go back to 1970. but with an interruption of the series in 1978. when we 
have the first data from the new national accounting system (ESA-2000). From 1970 to 
1994 inclusive. we are dealing with a quite different system. the SECN-1980 base; in 
particular. the overseas regions (DOM) were counted as part of the ‘rest of the world’. 
while the perimeter of the companies was slightly different from that used in the ESA. 
 
Figure 6. Share of the compensation of employees in the value added of non-financial 
corporate enterprises 
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Note: Value added (excluding taxes on products and wages)  
Source: Insee National accounts 
 
Taking into account the disparity caused by the break in the accounting series. the 
share of wage remuneration in the 1990s is slightly lower (about 2 points) than 
that of the early 1970s. When there is a sharp decline in the share of wages. the 
benchmark is. in fact. the early 1980s. But this period cannot be taken as an 
equilibrium benchmark. in other words. sustainable over the long term: following 
the slowdown of growth at the time of the first oil crisis. the wage dynamic did 
not change. thus leading to a decrease in company earnings. an acceleration of 
inflation and a loss of competitiveness. The rest of the 1980s. when the share of 
wages decreased. reflects the impact of the correction of these imbalances. 
furthered by the second round of oil-price increases in 1986.  

                                                           
8 . If employment does not quickly adjust to production, the division is displaced to the 
detriment of profits. 
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 • Secondly. the ‘production function’ of the companies has been modified over 
the long term. On the one hand. there is increased use of tangible and intangible 
capital (capital intensiveness). In order to sustain productive capacity. a growing 
share of value added has to be devoted to provisions for depreciation. Analysing 
the distribution of value added. between wage remuneration (direct and indirect) 
and that of capital contributors. requires taking into account the replacement of 
capital. in other words. the share of labour has to be calculated in the value added 
net of fixed capital consumption. In this case. the share of wage remuneration is 
higher today than it was at the beginning of the 1970s.  
 
But on the other hand. the quality of the workforce (human capital) is also 
increasing. which should lead to a greater share for the remuneration of labour. 
This situation also warrants analysis but it is not easy to bring together the 
necessary information. 
 
In sum. since we cannot take these two contradictory elements into account. it is 
more prudent to limit ourselves to the initial observation of a great stability in the 
wage-profit distribution during the period under study. It is approximately 
equivalent to the level prior to the imbalances which followed the first oil crisis 
and the sharp drop in the growth rate. 
 
• Within the remuneration of labour. moreover. the division between what is 
direct (net wage) and what is deferred (social contribution or social taxation such 
as the general social contribution [CSG]) has shifted considerably. In 1970. social 
contributions as a whole (those of wage-earners or employers) represented less 
than 30 percent of the compensation of employees. Since 1994. the figure has 
gone beyond the 40 percent mark. with the shift occurring between 1975 and 
1993: +6 points between 1970 and 1982 and +7 points between 1982 and 1993 
(Fig. 7). 
 
Figure 7. Share of the net wages in the compensation of employees of non-financial 
corporate enterprises 

50

55

60

65

70

75

1970 1975 1980 1985 1990 1995 2000 2005

%

 
Source: Insee National accounts 
 
• Last of all. the income going to capital contributors must be broken down into 
interest paid on indebtedness. capital reinvested in the company and capital which 
is distributed. While the share of interest declined sharply from 1993 to 1999. 
leading to an increase in the share of both savings and the remuneration of capital 
and reserves. we are confronted. especially in recent years. with an increase in the 
share of income going to capital contributors. to the detriment of self-financing 
(gross savings) and thus of investment.  
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Indeed. the net rate of income distribution (net distributed income divided by the 
sum of the latter and gross savings) by non-financial corporate enterprises 
averaged. during the 2001-2005 period. close to 32 percent (nearly 35 % in 2005) 
compared to nearly 26 percent from 1993 to 2000. 
 
Figure 8. Distribution of remuneration of capital of non-financial corporate 
enterprises 
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Source: Insee National accounts 
 
• At the same time. the ratio of net income distributed to investment (GFCF) went 
from less than 31 percent to over 36 percent between the two sub-periods (1993-
2000 and 2001-2005). The constraint of financial returns on invested capital and. 
for the listed companies. the policy of price support after the stock-market 
depression of 2001. have thus led to privileging the distribution of income (in 
particular dividends) over investment. 
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I. TAXES AND SOCIAL 
CONTRIBUTIONS 

 
1. Overview 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The document begins with a review of the main features of taxes and social 
contributions in comparison with those of France’s European partners, in terms of 
their levels and structures alike. A second section analyses the structures of 
government spending, followed by a closer examination of an element not well 
controlled in France, the debt service, which is the result of the ongoing 
imbalance of government finances and thus passes the burden of the adjustment 
process onto future generations. 
 
 
 
Examining the level and evolution of taxes and social contributions and, above 
all, introducing elements of international comparison raises many methodological 
problems. There are at least two reasons for this. The most important one is that it 
is obviously impossible not to take into account the counterparts of these 
contributions. The size of such taxes and social contributions is, first of all, the 
result of the society’s choices about the nature and scope of social protection and 
the goods and services provided by the communities (e.g., education). It is not 
surprising, therefore, that the ratio between these required contributions and the 
GDP is higher in Europe than in the United States where, for example, the 
financing of pensions mainly relies on pension funds provisioned by the 
households or the companies and where health insurance is, for the most part, 
private. After the Scandinavian countries, France is thus the EU country where 
social protection expenditures are the highest in proportion to the GDP (see 
Document D). However, the weight of taxes and social contributions also depends 
on the efficiency of the schemes and their implementation in order to attain the 
social objectives. And there are as yet too few studies permitting an evaluation of 
this efficiency in France.  
 
Second, one and the same government action, notably in the area of redistribution, 
can take the form of tax relief or of a benefit or subsidy. This obviously affects 
the apparent level of taxes and social contributions (Le Clézio, 2005). 
 
For several years, the analyses of international bodies such as the OECD and EU 
have been breaking down the distribution of the contributions into those based 
mainly on consumption, labour, capital and environment taxes. In 2005, the 
overall tax burden (i.e., the total of taxes and social contributions) represented 44 
percent of the GDP in France. This rate, slightly lower in 1995 (42.7 %), had 
reached a maximum of 44.9 percent in 1999 before decreasing to 43.8 percent in 
2001 and 42.8 percent in 2003 (sources: INSEE and Eurostat). It is high relative to 
other countries of the EU-15, where the average is 39.6 percent. France ranks fifth 
among the countries with the highest contribution rates.1  
 
The contribution rates in Europe are not convergent. Thus, in Ireland, the country 
with the lowest rate (30.2 % in 2004), there was a 3-point drop from 1995 to 
2004, while Sweden, the European country with the highest contribution rate 
(50.5 % in 2004), showed a rise of 1.5 points during the same period (Fig.1). 

                                                           
1 . The international comparisons presented here are based on a different definition from 
the one ordinarily published on taxes and social contributions rates. 
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 Figure 1. Taxes and social contributions in Europe in 1995 and 2004  
as percentage of GDP 
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Source: Eurostat, Structures of the taxation systems in the European Union (2006) 
 
The implicit tax rates on labour and capital are higher in France than elsewhere in 
Europe.2 For the taxation of labour, France (42.4 %) ranks third behind Sweden 
(45.9 %) and Belgium (43 %), and far above the EU-15 average (36.5 %). For 
capital, France (36.9 %) is in second place behind Denmark (43.8 %), while the 
EU-15 average is 30.1 percent. On the other hand, the taxation of consumption in 
France (20.7 %), is at the average level of the EU-15 (19.6 %).  
 
Figure 2. Implicit tax rate  year 2004  
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Note: capital taxes: year 2001 for Sweden, 2003 for The Netherlands, Spain and EU-15 
Source: Eurostat, Structures of the taxation systems in the European Union (2006) 
 

                                                           
2 . The implicit tax rate (ITR) measures the average real tax burden on different kinds of 
incomes or economic activities, namely wage labour, consumption and capital. The ITR 
expresses combined tax revenues as a percentage of the different tax bases (Eurostat, 
2006).  
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2. Funding of social 
protection 

 

 
Since the early 1990s, there have been significant changes in the method of 
funding social protection in France (Caussat et al, 2005).3 
 
The broadening of social protection beyond employed persons (and their 
dependents) to all those residing (legal resident) in France (extension of family 
allowances or medical coverage even before the creation of universal medical 
coverage [CMU], the development of solidarity allowances, and notably minimum 
income support [RMI]) has changed the nature of social protection by moving 
away from the ‘Bismarckian’ model (covering workers and their dependents and 
funded by contributions based on salaries and wages) to bring it somewhat closer 
to the ‘Beveridgean’ one (covering all residents and funded by taxes). The shift 
with regard to funding came about with the creation, in 1991, of the general social 
contribution (CSG), based on the quasi-totality of income (with the exception of 
family benefits, income from social assistance and certain assets income). The 
CSG has gradually replaced the health insurance contribution. In addition, a 
contribution to the reimbursement of the social debt (CRDS) was introduced in 
1996, with a very similar base, in order to ensure the reimbursement of the debts 
of the social security systems which had accumulated over time and which the 
government had assumed through the Fund for the Repayment of the Social Debt 
(CADES). At the outset, the CRDS was supposed to exist until 2009, then 2014 and 
finally, following a law voted in 2004, ‘until the full reimbursement of the social 
debt assigned to it’, which leaves open the possibility of transferring future social 
security deficits to the CADES. 
 
In addition to the CSG and CRDS, the share of the funding of social protection 
through tax resources has increased with the attribution of revenues from certain 
taxes to social security (tobacco, alcohol) and, since 2005, a portion of the 
domestic duty on petroleum products and products treated as such (TIPP) to the 
administrative départements (to finance the RMI) and, last of all, the share of 
employers’ contributions assumed by the government, whether through subsidised 
contracts or successive reductions of the contributions on low- to medium-wage 
jobs. From the standpoint of social security funding, the increased weight of taxes 
and government contributions has helped to bring the French social protection 
system closer to that of the other EU countries.  
 
In 2003, across the EU-15, social contributions were responsible for 60 percent of 
social protection funding; government contributions and the allocated taxes 
represented 37 percent. In 1993, the respective figures were 63 and 33 percent. 
For France, in 1993, the contributions represented more than 76 percent of the 
revenues and taxes and government contributions less than 20 percent; in 2003, 
they were 67 and 33 percent, respectively. 
 
The changes in the structure of French social protection funding seem significant 
in legal terms (taxes or social contributions). But they are, in fact, modest if we 
examine the bases of the levy. The share based on wages has remained stable 
overall, with a minor reduction of ‘employer’ funding compensated by a slightly 
more rapid rise in the gross wage bill at the bottom of the wage scale and a 
corresponding increase in employee contributions and the CSG.  
                                                           
3 . Social protection includes compulsory systems (known as social insurance) and 
optional ones, funded by contributions most often shared between employers and 
employees, as well as social assistance benefits (paid on a case-by-case basis and not 
corresponding to obligations fixed by law), whether from charitable organisations or 
public bodies (e.g., local social assistance centres).  
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3. Progressiveness 
of the taxes and 
social contributions 
on labour 

 
 
 

At minimum-wage level (SMIC), the digressive reductions in employer 
contributions on low wages cancel out their health insurance, family benefits, 
vocational training and construction support contributions and they have a partial 
affect on the funding of income substitution benefits (unemployment, pensions).  
 
 
The extent of taxes and social contributions on labour calls for a more detailed 
look at their progressiveness. This is not unrelated to the employment level: since 
1993, France has massively pursued a policy of reductions of employer 
contributions on low wages in order to boost employment for individuals with 
few qualifications (this policy will be examined in Document E). It is also not 
unrelated to the issue of income inequalities (Documents F and H). 
International comparisons on this subject require the use of test cases, which is 
made possible by OECD studies (2006c).4 In order to determine the 
progressiveness of the social security and tax contributions on labour, it is 
advisable to take the case of a single wage-earner, however, because the OECD’s 
calculations do not only detail the taxes and social contributions but also deduct 
the payment of benefits, such as family benefits, which interferes with the 
analysis we are attempting to carry out here.  
 
On this basis, it is possible to compare (Table 1) the profile of the taxes and social 
contributions in the different European countries.5 Three levels of wages are 
examined, one corresponding to the average gross wage in industry and services 
and two others corresponding to gross wages equal, respectively, to 2/3 and 5/3 of 
the average wage.  
 
Before interpreting the findings, two remarks are in order. First of all, the three 
levels considered are fairly remote from one another; as a result, the differences in 
contribution rates should not be interpreted as marginal taxation rates according to 
an approach where these marginal rates would intervene in the consideration of 
employment incentives or ‘low-wage traps’. Second, the test cases include neither 
the top nor the bottom of the wage distribution; in France, for example, two-thirds 
of the average wage corresponds to about 1.3 times the minimum wage (SMIC) 
since it does not fully integrate the reductions of employer contributions on low 
wages (at this level, the relief is only 10 points, compared to 26 points at SMIC 
level) or the totality of the employment premium (PPE). 
 
France is one of the European countries where the rates of taxes and social 
contributions at the level of the average wage is the highest (71.3 % of the gross 
wage, or 50.1 % of the labour cost). It is also the country where the 
progressiveness of the overall contribution is the greatest, whether starting from 
the bottom of the scale (between 2/3 of the average wage and the average) or 
going towards the top (between 2/3 and 5/3 of the average wage). This sharp 
progressiveness results, however, from the social security contribution and not the 
income tax, which has an average level but is the least progressive in Europe.  

                                                           
4 . Other tools also permit this kind of examination: Eurostat presents test cases in an 
approach similar to that of the OECD; for France, the Pâris model of the Ministry of 
Finance’s Directorate-General of the Treasury and Economic Policy (DGTPE) can be used 
as well. 
5 . For an analysis dealing with the year 1993, see the CSERC report on the reduction of 
social contributions on low wages (CSERC, 1996).  
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II. AMOUNT AND 
STRUCTURE OF 
GOVERNMENT SPENDING 
 

 
 
 
 
 
 
 
 
 
 

Table 1. Taxes and social contributions as percentage of the gross wage 
Test case of a single wage earner  year 2005  
  Average gross wage Overall change   

 

 
Income tax 

net of 
tranfers 

(1) 

 
Employee’s 

social 
contribution

(2) 

 
Employer’s 

social 
contribution 

(3) 

 
Taxes and 

social 
contributions 

(1+2+3) 

between 2/3 
and the 
average 

wage 
in ppoints 

between 
2/3 and 5/3 

ofthe 
average 

wage 
in ppoints

Belgium 27.9 14.0 30.3 72.2 9.3 16.7 
Denmark 30.4 10.6 0.7 41.7 2.1 10.3 
Germany  20.8 20.9 21.0 62.7 6.2 6.1 
Greece 5.6 16.0 28.1 49.7 5.7 14.4 
Spain 13.9 6.4 30.7 51.0 4.3 8.5 
France 15.4 13.6 42.3 71.3 18.9 23.4 
Ireland 12.5 5.2 10.8 28.5 6.4 17.9 
Italy 18.1 9.2 33.2 60.5 5.0 11.1 
Luxembourg  12.6 13.9 13.6 40.1 6.2 14.6 
Netherlands 10.5 21.7 10.4 42.6 -5.6 -2.9 
Austria 14.0 18.1 29.1 61.2 6.3 9.7 
Portugal 10.1 11.0 23.7 44.8 5.5 12.3 
Finland 24.9 6.4 24.0 55.3 6.3 13.5 
Sweden 24.0 7.0 32.4 63.4 1.8 10.3 
United- 
Kingdom 17.4 9.1 10.5 37.0 4.3 8.6 
 USA 15.8 7.8 7.8 31.4 2.5 7.5 

Notes:  In France, CSG and CRDS are classified as Income tax and the income tax is 
reduced by the employment premium (PPE). In the same way, monetary transfers such as 
in-work benefits reduce the income tax rate. 
 In the first four columns the taxation rates are calculated as percentage of the 
gross wage.   
Source: Taxing wages, OCDE, 2006c. 
 
 
Across the European countries, France has a high level of public spending (i.e., 
the central, local and regional governments, along with bodies providing social 
services) in proportion to the GDP (Table 2). Also noteworthy is the fact that, 
while this proportion is declining in many countries, it was at best stable in France 
between 1993 and 2005; in addition, the share of government spending decreased 
less than in most of the other countries during the upward phase of the cycle 
between 1993 and 2000.  
 
In France as elsewhere (with the exception of Germany and Portugal), social 
security benefits contributed to the drop in the share of government spending 
relative to GDP during the upward phase of the cycle, notably because of 
unemployment benefits (Document D), but subsequently showed another 
increase.6  

                                                           
6 . It should be noted that in the national accounts system, a part of healthcare 
expenditures is attributed elsewhere, to the public administrations’ individual 
consumption.  
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 Table 2. Public spending as a percentage of GDP  
 1993 2000 2005 
Belgium 56.2 49.1 50.1 
Denmark 60.6 54.2 53.2 
Germany  48.2 45.1 46.8 
Greece 52 51.1 46.2 
Spain 44.1 39 38.2 
France 54.4 51.6 54.3 
Ireland 45.1 31.5 34.5 
Italy 56.1 46.2 48.2 
Luxembourg  45.5 37.7 43.3 
Netherlands 56.0 43.6 45.7 
Austria 56.7 51.4 49.6 
Portugal 47.8 43.1 47.8 
Finland 64.7 48.3 50.7 
Sweden 72.4 56.8 56.6 
United Kingdom 46.1 39.8 45.5 
Note: for Spain, 1995 and not 1993. 
Source: Eurostat, national accounts. 
 
But the considerable reduction in the share of government spending during this 
period resulted much more from other budget items. 
 
Table 3. Change in the share of public spending 
 Social benefits(a) Others expenditures 

 
From 1993 

to 2000 
From 2000 

to 2005 
From 1993 

to 2000 
From 2000 

to 2005 
Belgium - 1.7 1.8 - 5.4 - 0.8 
Denmark - 2.8 0.1 - 3.6 - 1.1 
Germany  1.9 0.9 - 5 0.8 
Greece 1.6 0.5 - 2.5 - 5.4 
Spain - 1.5 - 0.2 - 3.6 - 0.6 
France - 0.8 1.7 - 2.0 1.0 
Ireland - 5.0 2.3 - 8.6 0.7 
Italy - 0.2 1.2 - 9.7 0.8 
Luxembourg  - 3.1 2.7 - 4.7 2.9 
Netherlands - 7.1 1.2 - 5.3 0.9 
Austria 0.8 0.5 - 6.1 - 2.3 
Portugal 0.8 4.5 - 5.5 0.2 
Finland - 7.1 1.0 - 9.3 1.4 
Sweden - 4.4 0.5 - 11.2 - 0.7 
United Kingdom - 2.9 0.2 - 3.4 5.5 
Note:  (a) Social benefits other than social transfers in kind 
         for Spain, 1995 and not 1993. 
Source: Eurostat national accounts. 
 
It should also be noted that the share of public spending directly benefiting 
households (Individual consumption expenditure), essentially education and part 
of healthcare, remained relatively stable. France, like Belgium, devotes a fairly 
substantial and growing share of the budget to these expenditures, although less 
so than the Scandinavian countries (where the proportion declined moderately 
during the period under study). For the other forms of final consumption 
(including total gross wages paid) by the public services, as well as for 
investments, there were few significant changes during the whole of the period.  
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III. PUBLIC DEFICITS 
AND DEBT 

 
 
 
 
 

In fact, the budget item which has often undergone considerable reductions – 
although this is not the case in France or Germany – is the payment of interest on 
the debt. When the control of public deficits, and thus the debt, is combined with 
the decrease in the interest rate which all countries have benefited from, there can 
be a substantial reduction in the burden of government spending.  
 
Table 4  Property income paid by the public sector 
     % of GDP 
 1993 2000 2005 
Belgium 11.1 6.6 4.5 
Denmark 7.1 4.3 2.6 
Germany  3.2 3.2 2.8 
Greece 12.6 8.1 4.8 
Spain 5.1 3.2 1.8 
France 3.3 2.9 2.7 
Ireland 6.7 1.9 1.2 
Italy 12.7 6.4 4.7 
Luxembourg  0.5 0.3 0.1 
Netherlands 6.2 3.7 2.5 
Austria 4.2 3.7 2.9 
Portugal 7.7 3.1 2.7 
Finland 4.4 2.8 1.7 
Sweden 5.8 4.0 1.9 
United Kingdom 3.1 2.8 2.2 
Note: for Spain, 1995 and not 1993. 
Source: Eurostat national accounts. 
 
 
Before we turn to the main findings, based largely on the recent analyses of the 
work group chaired by French banker Michel Pérbereau (published as Rompre 
avec la facilité de la dette publique, 2005), it is useful to consider the larger trends 
surrounding France’s net lending or net borrowing compared to those of other 
European countries. In this respect, we can distinguish two groups. On the one 
hand, the countries of Southern Europe and France show a decline in their net 
lending or an increase in their net borrowing. On the other hand, in the 
Scandinavian countries and certain countries of Continental Europe, the situation 
has sometimes  improved considerably (The Netherlands, Finland, Denmark). 
Since 2003, France has reduced its net lending position: it has spent more than it 
earned and the financing of its economy depends more on its ability to attract 
foreign savings.  
 
Over the entire period, for the EU-15, the public deficit averaged about 3 percent 
of the GDP.7 Only a few European countries exceed this figure. While many of 
them have considerably reduced their public deficits without necessarily 
penalising their growth, France has not given itself any leeway, either for short-
term support when this is needed or for more determined involvement on areas of 
public policy which generate positive effects for the entire country, such as 
research or higher education. On the contrary, the cumulative cost of the debt 
generated by the deficit limits this room to manoeuvre even more. 
                                                           
7 . Expressing the deficit as a proportion of the GDP results in minimising the latter’s 
apparent size. The Pébereau report (2005) indicates that, ‘over the past ten years, the 
expenditures of the public administrations have exceeded their resources by an average of 
7 percent each year. The central government’s own expenditures exceeded its revenues by 
an average of 18 percent each year.’ 
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Table5. Public debt as a percentage of GDP 
  Change in percentage 
  1993 2000 2005 from 1993 to 2005 from 2000 to 2005

EU-15   64.1 64.5   0.4 
Belgium 137.9 109.1 93.2 -44.7 -15.9 
Denmark 81.1 52.3 35.9 -45.2 -16.4 
Germany  46.9 60.2 67.9 21.0 7.7 
Greece 110.1 114 107.5 -2.6 -6.5 
Spain 58.4 61.1 43.1 -15.3 -18 
France 45.3 56.8 66.6 21.3 9.8 
Ireland 95.1 38.3 27.4 -67.7 -10.9 
Italy 118.7 111.2 106.6 -12.1 -4.6 
Luxembourg  6.8 5.5 6.0 -0.8 0.5 
Netherlands 79.3 55.9 52.7 -26.6 -3.2 
Austria 60.5 67.0 63.4 2.9 -3.6 
Portugal 59.1 53.3 64.0 4.9 10.7 
Finland 55.9 44.6 41.3 -14.6 -3.3 
Sweden 73.9 52.8 50.4 -23.5 -2.4 
United Kingdom 45.4 42.0 42.4 -3.0 0.4 

Source: Eurostat, national accounts. 
 
Maintaining a public deficit which is higher than the economy’s growth rate 
contributes to a gradual increase in the debt as a percentage of the GDP. France is 
(along with Germany, which is faced with the financial burden of reunification), 
the only country of the EU-15 to have undergone such an increase in the weight 
of the public debt (Table 5). As the Pébereau report (2005) recalls, if the recourse 
to indebtedness does not serve to increase expenditures for the future 
(infrastructures, research, education, etc.) but results from an excess of current 
spending, it will not permit the challenges of the coming years to be surmounted. 
Rather, as we have already indicated, it leads to passing the burden of the 
adjustments onto future generations.  
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This document examines the changing role of the public administrations 
(including bodies responsible for social protection, such as the social security 
funds or the National Employment Agency [ANPE]) with regard to the protection 
of individuals and households in face of economic and social risks (but not the 
safety of goods and persons). This non-traditional approach means that we shall 
not be going over the usual data on social protection and their impact on 
household income, as reflected, for example, by the social security accounts 
(Bechtel et al., 2005) or employment expenditures (DARES, 2005).   
 
France’s social policies were originally developed so as to compensate for the 
consequences of risks faced by citizens, and mainly wage-earners, either through 
insurance (funding by contributions based on earned income) or through 
solidarity (budgetary funding). As a result, these policies also played a growing 
role in the redistribution of income, owing to funding methods on the one hand or 
the use of  income level to determine eligibility for benefits or calculate their 
amounts.  
 
Gradually, however, two other objectives have been added to this purely 
‘compensatory’ approach.1 Social policies can play a preventive role by 
modifying behaviours in order to avoid the occurrence of risks. And they can 
promote the return to a situation where the individual no longer needs this 
compensation by seeking to improve his or her capabilities and permitting them to 
be used (curative role). From this standpoint, it is necessary to broaden the public 
administrations’ fields of action to all three functions: social protection (social 
security and unemployment insurance), education and training (including 
continuing training) and the promotion or support of employment (employment 
policies). These three domains taken together are what we designate here as the 
Social State.   
 
Various factors are continuously pushing towards the adaptation of the Social 
State. Demographic changes and the transformation of socio-demographic 
structures (Document A) modify the nature of risks because of, among others, the 
fragility of family structures, the massive entry of women into the labour market, 
the growing number of single-person households within the working-age 
population and among retired persons alike. Risks related to the difficulties of 
access to employment or those stemming from job insecurity are, notably in 
France, one of the recurring challenges to be met by the organisation and 
intervention of the Social State. At the same time, the room to manoeuvre is 
limited by funding constraints owing to the slowdown in economic growth, 
notwithstanding a rate of taxes and social contributions among the highest in 
Europe (Document C). And last of all, it is always necessary to find a dynamic 
balance between economic efficiency and social justice. These factors have 
played a role throughout the period under analysis and continue to do so.   
 
We shall begin with an overview of social protection expenditures in Europe 
(within a limited approach based on the harmonised system of social protection 
statistics). In a second section, we shall take a broader look at the changing forms 
of the Social State’s intervention in the areas of ageing, healthcare, the family and 
employment.  

                                                           
1 . A conference of the Social Affairs Ministers from the OECD member countries held on 
31 March-1 April 2005 addressed this subject: ‘Extending opportunities: How active 
social policy can benefit us all’ (OECD, 2005b). 
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I. SOCIAL PROTECTION 
EXPENDITURES IN 
EUROPE 

 
International comparisons in the area of social protection are difficult to carry out 
and interpret, even within the EU, where a considerable harmonisation effort has 
been undertaken with the European System of Integrated Social Protection 
Statistics (ESSPROS).2  
 

The difficulties of international comparisons 
A single example will suffice to understand these difficulties: the assistance provided by 
public authorities for the cost of raising a child. This may take the form of a benefit, such 
as family allowances, but also a tax reduction (in France, the dependents’ allowance 
mechanism or tax deductions for the cost of employees at home). Tax instruments are 
taken into account neither in French social protection accounts nor in the ESPROSS data. 
Thus, the relative weight of benefits and taxation can have quite a different impact from 
one country to another. 
 
Social protection benefits, taken as a whole, represent between 25 and 30 percent 
of the GDP for the majority of the EU-15 countries; only Ireland (15.8 %) and 
Spain (19.2 %) fall significantly outside this range. The French level is higher 
than the EU-15 average. 
 
Table 1. Social protection benefits as percentage of GDP 
 

 Total Total excluding unemployment 
 1993 2003 1993 2003 

EU-15 27.5 27.2 24.9 25.4 
Belgium 27.6 28.3 23.9 24.8 
Denmark 30.7 30 25.2 27.1 
Germany  26.8 29.1 24 26.6 
Greece 21.2 25.4 20.4 23.9 
Spain 23.4 19.2 18.3 16.6 
France 28.7 29.1 26 26.8 
Ireland 19.3 15.8 16.1 14.5 
Italy 25.2 25.4 24.4 24.9 
Luxembourg  22.5 23.3 21.9 22.3 
Netherlands 30.7 26.3 27.9 24.7 
Austria 27.3 28.6 25.7 26.9 
Portugal 18.5 22.6 17.5 21.4 
Finland 33.6 26.1 28.2 23.5 
Sweden 37.7 32.3 33.4 30.4 
United Kingdom 27.7 25.9 25.7 25.2 

Source: Eurostat ESPROSS 
 
The proportion of national resources devoted to social protection depends on 
several parameters. First of all, rapid economic growth can reduce the ratio even 
though the expenditures themselves are rising rapidly; this is the case with 
Ireland. Conversely, a slowdown in growth tends to increase the ratio, especially 
since it may lead to an increase in unemployment expenditures (or those intended 
to combat exclusion). 

                                                           
2 . For the interpretation of the ESSPROS findings available on the Eurostat website, it is 
useful to consult the methodological manual (Eurostat, 2006).  
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II. MEETING THE 
CHALLENGE OF 
POPULATION AGEING 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. Pensions in 
Europe 

 
 
 
 
 
 
 
 
 

Second, demographic changes increase spending on pensions and, combined with 
technological advances and the pressure of user demand, on healthcare. Last of 
all, policies carried out in the European countries have often sought to control the 
growth of spending, especially in the areas of healthcare or retirement. As a 
whole, social protection expenditures (in terms of per capita purchasing power) 
tend to converge within the EU-15, with the notable exception of Spain.  
 
In most of the countries, the benefits continue to rise. For the 1993-2003 period, 
social protection expenditures (excluding unemployment) increased, in volume 
and per capita, by 25 percent in France, compared to 85 percent in Ireland, 64 
percent in Greece, 53 percent in Portugal and 33 percent in the United Kingdom, 
but only 22 percent in Spain (which was, however, far below the average level of 
the EU-15) and 18 percent in Sweden and Finland.  
 
 
The ageing of the population tends to increase the dependency load ratio (the 
population over 65 or 60 years in proportion to the working-age population). This 
is one of the main challenges confronting all European societies and their social 
protection systems.  
Two different elements are involved, however. The first is the funding of the 
retirement systems, which most of the European countries have now sought to 
reform, as will be discussed below. The second is the risk of ‘dependency’. This 
is not a new phenomenon, nor is it likely to grow significantly, insofar as the 
prolongation of the ‘life expectancy without disability’ is increasing at least as 
quickly as life expectancy itself. What is new, on the other hand, is the need for 
specific social protection schemes for aid to dependent persons, which was 
assumed in the past by family or local solidarity. This assistance is becoming 
increasingly difficult because of changing social structures, geographic mobility 
and ageing. In France, a specific institution is responsible for complementing the 
funding for the cost of assistance to dependent elderly persons. 
 
 
France’s spending on old-age and survivor’s benefits in 2003 represented 12.6 
percent of the GDP, which is close to the European average (12.4 %). Italy (15.7 
%), Austria (13.8 %) and Sweden (13 %) are among the European countries with 
the highest percentage. In Ireland, where the percentage is the lowest (3.7 %), the 
small proportion of elderly persons in the population is combined with a low level 
of benefits (per person over 60 or 65 years of age), which is roughly half the 
European average. In Spain (8.4 %), the benefit level per person is fairly low 
(about 60 % of the European level) but, in contrast to Ireland, the proportion of 
elderly persons is close to the European average.  
 
Between 1993 and 2003, the proportion of these benefits in the GDP increased in 
eight  countries of the EU-15, including France (+ 0.3 point). The sharpest rises 
occurred in Portugal (+ 3 points) and Greece and Germany (+ 1.3 points) and the 
greatest decreases in Ireland (- 0.7), Finland (- 1.2) and Sweden and The 
Netherlands (- 0.9).  
 
These examples provide a good illustration of the complex dynamics of both the 
funding of pensions and the evolution of retired persons’ incomes. The state of 
the economy, demographic trends and reforms of the systems are all involved. 
And what is called into question is the long-term sustainability of the pension 
systems. 
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2. Pensions in 
France 

 
 
 
 
 

The analysis of this question by the government and numerous experts has 
produced a certain consensus across the European countries.3 In a future which is 
fairly close, they will all have to face up to an increase in the proportion of elderly 
persons in the population. In order to avoid an excessive burden on the economics 
of the funding of pensions, the age of actual retirement from working life will 
need to be increased as life expectancy rises.  
 
Another subject of consensus: reforms of the retirement systems should take 
effect gradually and should be introduced well before a funding crisis leads to 
abrupt turnabouts. In one way or another, and this is particularly true for the 
contributory schemes with earning related pensions, retirement benefits are in fact 
part of the implicit wage contract and should be modified gradually.  
 
With rare exceptions such as Sweden or Finland, the reforms undertaken in the 
different European countries are aimed at progressively adjusting the parameters 
of each national system, which is the result of its particular history of labour 
relations, rather than changing its very nature (COR, 2004, or Roulleau, 2006). The 
evolution of the French system follows the same logic.  
 
 
With regard to the basic systems, there have been two main steps since 1993: the 
1993 reform, which only involved private-sector employees, and that of 2003, 
which introduced a sequence of changes in the main retirement systems and 
notably those of civil servants. For the time being, the special schemes (mainly 
those of public corporations) have only been slightly modified (in terms of 
funding methods but not the entitlements of the employees involved). 
 
Three main modifications were introduced by the 1993 reform of the general 
system and other systems based on it: 
- The length of the contribution period required for a full pension was extended 
progressively from 150 quarters to 160 quarters. 
- The reference period taken into account for the calculation of the ‘average 
annual wage’ went progressively from the ten to twenty-five best years. 
- For a period of five years, the indexation of the general system pensions was 
based on prices (excluding tobacco) and no longer on gross wages. The 
indexation applies to two parameters affecting the level of the pension: the 
amount of the average annual wage mentioned above (known as ‘wage credits 
counted’), which is used to calculate the amount of the pension at the time of 
retirement, and the annual adjustment of that amount. This arrangement expired at 
the end of 1998. As of 1999, each Social Security Funding Law has fixed a 
specific rate for the adjustment of the pensions and, with one exception, this has 
been indexed to prices. 
 
The 2003 law on pension reform provided that by 2008, the civil services would 
be aligned with the general system regarding the length of service needed to 
obtain a full pension (160 quarters), and that, for private and public sectors alike, 
this time period would be extended gradually between 2009 and 2020 (in 
particular, one quarter a year between 2009 and 2012) in function of the increase 
in life expectancy.  
                                                           
3 . The degree of social dialogue differs from one country to another, which leads, 
moreover, to a fairly varied level of awareness of the necessary reforms within the 
population as a whole. In France, a body such as the Advisory Council on Pensions (COR) 
has done a great deal to promote a joint diagnosis among the social partners on the future 
of pensions, even if one part of public opinion is still far from accepting it.  
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In addition, the principle of indexing pensions and ‘wage credits counted’ to 
prices, in the general system and those aligned with it, was inscribed as a 
permanent rule in the Social Security Code. An identical rule was established for 
the indexing of civil servants’ pensions once they are wound up.4 An over-
evaluation scheme was introduced in order to raise the pension rate for wage-
earners extending the duration of their employment and the ceiling on combined 
employment-pension income was adjusted. This is the pendant of the reduction 
coefficient applied to the pensions of  contributors who retire before fulfilling the 
conditions for benefiting from the full rate. The reform also established an early 
retirement mechanism for employees who began their careers at a young age and 
who can now, under certain conditions, wind up their pensions as of age 56. 
 
The compulsary complementary pension schemes for employee (AGIRC) and for 
management (ARRCO) have also undergone modifications in their rules for the 
calculation of pensions (the 1994, 1996 and 2003 agreements between the social 
partners).  
 
The 2003 reform provides for a review in 2008 in order to evaluate the progress 
made and adjust certain parameters or modify some of the assistance policies.  
 
For about 40 percent of retired households, increases in certain social 
contributions, notably the CSG and CRDS, in addition to these different reforms, 
have had the effect of reducing the purchasing power of the main retirement 
benefits between 1994 and 2004 (Table 2). For retired persons exempt from social 
contributions (about 45 % of retired households), purchasing power has remained 
stable.5 Over the same period, the average net wage per employee for the 
equivalent of full-time work rose about 1 percent. 
 
Table 2. Trend of the net amount of main pensions for retired people exempt from 
social contributions 
      Average annual change  Constant euro 

  
General 
schem 

 

Scheme for 
public 

servants 

Complementary 
pension scheme 
for employees 

ARRCO 

Complementary 
pension scheme 
for management 

AGIRC 

Complementary 
pension scheme 
for craftsmen

CANCAVA 

In average 
1999-2004 - 0.26 - 0.76 - 0.37 - 0.48 - 0.98 

In average 
1994-2004 - 0.32 - 0.50 - 0.56 - 0.88 - 0.99 

Note: wound-up pensions (effect of indexation and of changes in social contributions).  
Source: Deloffre et Nabos, 2005. 
 
The income pattern of retired households as a whole does not follow these trends, 
however, insofar as the rise in the rate of female activity, and the replacement of 
generations who had made few contributions by those with longer careers, 
continue to increase average income.  

                                                           
4 . For civil servants, the fixing of the pension level in reference to the final wage means 
that the general system’s other mechanism of indexing on prices, namely that affecting the 
‘wage credits counted’, is not applied.  
5 . Retired persons who are not subject to income tax or eligible for the property tax, as 
well as those with tax-exempt old-age or disability benefits are exempt from social 
contributions and the CSG-CRDS. Retired persons who are not subject to income tax but 
eligible for the property tax pay the CSG at a reduced rate. 
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Thus, according to INSEE’s Taxable Income Surveys, the average net amount of 
pensions received by retired households increased 6.1 percent in constant euros 
between 1998 and 2003 (1.2 % a year). This trend integrates all the structural 
effects owing to changes in the retired population. It is more or less the same as 
that of disposable income per household (+ 5.4 %, 1.1 % a year).6 
 
Pension reform, in France as elsewhere, raises the question of the balance to be 
defined between individual protection and collective or socialised protection. 
Individual protection involves the constitution of savings and assets, in the course 
of working life which permits the production of income during retirement. It is 
one thing to encourage such a savings effort, but it should be understood that 
everyone who would like to be responsible has not necessarily been able to be 
more like the ant than the grasshopper of La Fontaine’s fable. Possibilities for 
saving increase with income level. Retirement savings schemes, in the form of the 
life insurance plans which spread in France in the 1990s or the pension funds 
which are now being encouraged, tend to reproduce (or even aggravate) during 
retirement the inequalities in incomes which household have the experienced 
during the time of their working life. 
 
There are tax incentives to encourage this savings effort, whether personal 
savings or company plans (complementary pensions). To some extent, allocating 
public funds to the encouragement of private retirement savings (exemption from 
social contributions or tax reductions) contributes to reinforcing the inequalities.  
 
On the other hand, the creation and regular provision of a reserve pension fund is 
a method of collective or socialised capitalisation which, without modifying the 
basic principle of the contributory schemes with earning-related pensions (with 
the lesser inegalitarian effects this implies), permits reducing the burden of 
pensions for future generations.  
 
Reforming the parameters of the retirement system is not sufficient to ensure a 
satisfactory response to the problems of population ageing. While the 
modification of the parameters increases the interest (or incentive) for wage-
earners to extend their working lives, it does not, as of now, organise conditions 
so that employers (notably the companies but also public-sector employers) 
actually utilise this potential labour supply (Document E). The 2003 reform 
reduces employer incentives for early departures (i.e., by eliminating early 
retirement plans funded by the government and limiting those funded by the 
companies), but this is not enough. 
 

Older workers: balancing supply and demand 
For lack of a balance between policies on labour supply and demand, the risk of this kind 
of reform is that one of its aims will remain partly unfulfilled, namely the prolongation of 
working life in order to face up to demographic disequilibria. When such a balance is not 
found, the resolution of financial pressures on the pension systems results in an 
accentuated decline in the purchasing power of retired persons who do not manage to 
reach a full pension and an increase in the expenditures of other systems (unemployment 
insurance or health-disability insurance). 

                                                           
6 . Disposable household income includes earned income, assets income, transfers and 
social benefits (including pensions and unemployment compensation), after direct taxes.  
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III. HEALTHCARE 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. EUROPE 
 
 
 
 
 
 
 
 
 
 

2. France 
 
 
 
 

 
Healthcare remains an area where the objectives, or even the main lines of 
government intervention, have undergone few modifications. In face of growing 
demand, and its consequences in terms of costs, the reforms undertaken have, in 
most countries, also been very ‘parametric’: they have been aimed at regulating 
both supply and demand through changes in the shares of funding assigned to 
social insurance (assumption of risks shared among all contributors) or to a 
limited mutualisation (company or private complementary insurance) and, last of 
all, to what remains at the expense of the individuals using the healthcare system. 
The period analysed by the CERC has been marked by successive attempts at 
reform, the latest of which is the August 2004 law on health insurance. Within the 
scope of this summary report, it is impossible to provide a detailed analysis of 
either the healthcare situation, changes in spending or the structure of provision, 
or the reforms undertaken. These issues are addressed notably in the reports of 
France’s High Council for the Future of Health Insurance (Haut conseil pour 
l’avenir de l’assurance maladie, 2006, 2004) and those of the Healthcare 
Accounts Commission (commission des comptes de la santé) in particular, Fenina 
and Geffroy, (2006).  
 
The remarks which follow are thus intended to recall certain orders of magnitude. 
 
 
Healthcare benefits in the different countries of the EU-15 represented between 6 
and 9 percent of the GDP in 2003.7 France has the highest ratio (8.9 %), while 
Spain, Denmark and Luxembourg have the lowest. The high percentage in France 
is not due to sick leaves (which accounted for a fairly small share of healthcare 
expenditures, 8.5 %, in 2003) but expenditures for the healthcare itself which 
(excluding sick leave) were the highest per capita in Europe in 2003, with the 
exception of Luxembourg (measured in PPP). In volume, healthcare benefits as a 
whole increased by about 40 percent from 1993 to 2003, a rate exceeded only by 
Ireland, the United Kingdom and Greece.  
 
 
In analysing the French trends since the early 1990s from the standpoint of 
changes in healthcare protection, the first two elements which must be brought 
out are the broadening of access to treatment made possible by the creation of 
universal health coverage (CMU) in 1999 and the modification of the funding 
process with the introduction of the CSG and its progressive increase (Document 
C).  
 
The division of responsibility for expenditures has remained fairly stable over the 
1995-2005 period (Table 3).  
 

                                                           
7 . Coverage by systems of social protection from health risks include two different 
functions: the first is to ensure a substitution income (daily allowance) during sick leave 
periods and the second, to assume, at least partially, healthcare costs (doctor’s fees, 
medicine, hospitalisation). 
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IV. FAMILY ASSISTANCE 
 
1. Europe 

Table3. Funding of the healthcare expenditures    % 
 1995 2000 2003 2004 2005 
social insurance scheme 77.1 77.1 77.4 77.3 77.1 
Government  1.1 1.2 1.4 1.3 1.3 
Mutual insurance companies 7.3 7.7 7.2 7.3 7.3 
Insurance companies 3.3 2.7 2.9 3.1 3.1 
Other Institutions  1.6 2.4 2.6 2.6 2.5 
Households 9.6 9.0 8.5 8.5 8.7 
Total 100.0 100.0 100.0 100.0 100.0 

Source : DREES, Healthcare accounts (Fenina et Geffroy 2006). 
 
This overall stability results, however, from trends which vary according to the 
locus and kinds of consumption involved: an increase in hospital spending where 
the social insurance shemes fund over 90 percent of the expenditures (stable 
share); an ongoing increase in the share of the social insurance shemes because of 
the continuously rising weight of medicines reimbursed at 100 percent; a decrease 
in the share of the social insurance shemes in reimbursement for outpatient care (2 
points in 10 years) and an increase, for this item, of the portion remaining at the 
expense of the households (1.7 points in 10 years). 
 
With regard to the regulation of the health risk itself, France, like many other 
countries, has had difficulty defining the methods which would permit the control 
of supply and demand alike in the areas of treatment or medicines, and this is true 
for both the coverage of recognised healthcare services (which treatments or 
ailments should be covered?) and the behaviours of the demanders and the 
suppliers (medical personnel, pharmaceutical firms, pharmacies, etc.). 
 
Figure 1. Healthcare expenditure  
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Source : DREES, Healthcare accounts (Fenina et Geffroy 2004). 
 
 
 
In the area of transfers to families, one of the difficulties of comparisons among 
European countries, as has already been indicated, is the fact that such transfers 
can, to a varying degree from one country to another, go considerably beyond the 
field of family benefits. Thus, France makes frequent use of tax reduction 
schemes, with the dependents’ allowance for income tax or tax reductions for 
childminding, remedial education and so on. Similarly, the choice of considerably 
developing nursery schools rather than day nurseries or other childminding 
services means that, relative to countries which have made the opposite choice 
(Denmark, Sweden), the apparent contribution of the family policy is reduced and 
education expenditures increased. 
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2. France 
 
 
 
 

As a result, it is hardly relevant to develop a comparison of family benefits in 
Europe through the European social statistics system alone. It may, for example, 
be preferable to examine, on the basis of test cases, the amount of the different 
financial contributions associated with the presence of a child (cf. the report on 
Child poverty in France, CERC, 2004, which draws on the studies of Bradshaw 
and Finch, 2002).  
 
 
If we consider only maternity and family benefits in the strict sense, the increase 
over the whole of the period in constant euros is about 2 percent annually, while 
the number of children under 15 years of age (the approximate indicator of the 
number of beneficiaries) has declined slightly (roughly 0.2 % a year).  
 
There does not seem to be an increasingly significant shift in relation to the GDP 
as is the case with other risks. The questions raised by family policy in the broad 
sense (benefits, but also taxation) are of another kind.  
 
As it has been set up in France, family policy does not ensure vertical 
redistribution (according to the parents’ income level): the amount of the transfers 
(benefits and tax reductions) associated with the presence of a child show little 
variation along the income ladder. The surplus disposable income linked to the 
presence of a child follows a U curve: it is higher for the households at the 
bottom, but also at the top of the income distribution (INSEE, 2003b). The question 
of placing an upper limit on family benefits was raised in 1997. In face of the 
reactions in pro-family circles, this decision was cancelled but it was replaced by 
a lowering of the ceiling applied to the calculation of the dependents’ allowance 
for the income tax.  
 
If we take the point of view that access to adequate, lasting employment is one of 
the best guarantees which the society can provide to individuals in face of risks, 
how can we analyse the evolution and present state of assistance to families?  
 
First of all, the rise of two-parent activity raises the question of the assistance 
which family policy can or should bring to the reconciling of professional and 
family life. Three preliminary remarks are in order here. First, this issue is 
probably crucial during the early childhood period but its importance extends far 
beyond that period. Second, it should be examined over time, in the sense that the 
possible period of withdrawal from working life - by mothers in the vast majority 
of cases - to care for young children can be an obstacle to the subsequent return to 
employment. And third, if difficulties exist for everyone concerned, they are 
particularly great at the bottom of the income ladder. 
 
This assistance can take three main forms: general benefits or means-tested 
schemes, through tax reductions (these two forms allow parents to fund personal 
services such as childminding) or services provided directly by public institutions 
or through service providers. The general benefits are usually aimed at young 
children (at present, the childminding benefit, PAJE). Inherently, the tax reductions 
are aimed at the upper half of the income distribution and can help in the 
reconciliation of professional and family life when there are older children. For 
lack of a decision to transform tax reductions into a possible tax credit, they 
cannot help more modest households. 
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V. UNEMPLOYMENT  
AND EMPLOYMENT 
POLICIES  

 
 
 

1. Unemployment 
benefits in Europe 

 
 
 
 
 
 

Overall choices have been directed towards increased financial assistance to the 
families rather than the funding of direct services, contrary to the situation in the 
Scandinavian countries. (On this point, see the report on child poverty [CERC, 
2004] based on the studies carried out by the OECD within the ‘Early childhood 
education and care’ programme [OECD, 2004b].) 
 
 
In France as in many other countries, the issue of economic and social risks 
caused by unemployment has been a priority for transformations in public policies 
intended to give a more active role to social protection.  
 
 
All the unemployed do not receive unemployment benefits. In France, for 
example, certain beneficiaries of unemployment compensation cannot be 
classified as unemployed according to the definition of the International Labour 
Organisation (ILO): they may be in work (the case of unemployed persons with a 
reduced activity) or inactive (the case of older unemployed persons receiving 
compensation but exempt from job-seeking). Conversely, some unemployed 
people are not eligible for this compensation, whether in the form of insurance 
(ARE) or solidarity (ASS) allowances; they may, on the basis of their age and 
resources, receive a minimum income benefit (RMI).  
In short, the relationships between the economic situation, unemployment trends 
and changes in the amount of unemployment benefits are complicated, especially 
since the rules concerning compensation also evolve over time. However, an 
overall correlation can be observed (Fig. 2).  
 
Figure 2. Change in unemployment benefits and in unemployment 

-60

0

60

-100 -50 0 50 100 150

GrècePortugal

AutricheBelgique

France

Royaume-Uni

Italie

Espagne

Irlande

Suède
Pays-Bas
Finlande

Allemagne

Danemark

EU15

 
Note :  horizontal axis : change in the unemployment benefits ( in constant euros)    
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Source : Eurostat, Esspros and labour force survey. 
 
During the period analysed, nine of the EU-15 member countries had a decrease 
in the number of their unemployed persons, and sometimes a sharp one, as in 
Ireland, Denmark, Finland and the United Kingdom (over 40 %). Six of these 
nine countries accompanied the reduction in unemployment with an increase in 
the average amount of benefits provided per unemployed person (in constant 
euros), but in quite variable proportions. France belongs to this group, with an 
increase in average individual benefits analogous to those of the per capita GDP 
during the same period. On the contrary, three other countries, Spain, Italy and 
Sweden, have reduced the average individual amount of the unemployment 
benefits as the number of unemployed persons declined.  
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2. Benefits 
associated with 
non-employment 
 in France 

 
 

In Germany, where unemployment rose, the average benefits per unemployed 
person were reduced almost proportionately. And in Belgium, Austria and 
Portugal, the number of unemployed persons increased, as did the average unit 
benefits, in proportions close to the rise of the per capita GDP.  
 
With regard to the handling of unemployment over the period analysed, a very 
clear trend emerges towards a more active policy associating insurance-based 
compensation and increased assistance for the return to employment within a 
system of rights and duties which has been termed ‘activation’. The CERC’s sixth 
report, Assisting the return to employment, and the appendices dealing with the 
United Kingdom, The Netherlands, Denmark, Sweden and Germany have 
analysed the main features for these countries.8 As a counterpoint to the 
examination of French trends (see below), we may highlight two important points 
emerging from this comparative analysis: on the one hand, the increasingly 
parallel treatments of the unemployed and those receiving minimum social 
allowances, which has developed much more in the other countries studied than in 
France, and, on the other, a simplification and clarification of the forms of 
organisation or governance, away not followed in France. An analysis extended to 
all the OECD countries is provided in the latest edition of OECD Employment 
Outlook (OECD, 2006b) which is intended as an update of studies from the mid 
1990s (OECD Jobs Strategy, OECD, 1994).  
 
 
The boundaries between employment and unemployment have become somewhat blurred 
over time, notably from the standpoint of social protection. Indeed, since 1984, job-
seekers receiving compensation have been permitted to pursue a work activity without 
having the compensation suspended (it is subject to a partial reduction): this is known as 
the reduced activities system. Similarly, individuals receiving the RMI (and now the API) 
can partially combine their allowances and an income stemming from the resumption of 
activity: this is the financial interest system.  With the spread of very short-term jobs 
(limited-term work contracts or temping) which are often part-time, there are a 
considerable number of persons in this grey area. At the same time, the multiplication of 
these jobs leads to a marked increase in the number of persons who are under-employed, 
because the International Labour Organisation definition of unemployment maintains a 
very restrictive criterion of activity so as not to classify an individual as unemployed. As a 
result, there is a great difference between the populations considered to be unemployed 
according to the ILO definition and those considered to be unemployed in the 
administrative sense (a job-seeker registered at the National Employment Agency or an 
unemployed person receiving unemployment compensation). This is not simply a problem 
of measurement; individual experiences and perceptions of public opinion are involved as 
well. 
 
Three kinds of allowances provide substitution incomes to unemployed persons: 
 
- an insurance allowance (since 2001, the back-to-work assistance allocation, 
ARE); 
 
- a solidarity allowance (specific solidarity allowance, ASS), which is income 
tested, for long-term unemployed wage-earners who have exhausted their 
unemployment compensation and have considerable length of service; 

                                                           
8 . Boisard, Delarue, Fleury, Gratador, Mansuy, 2005. The report is partly available in 
English on the CERC website; the appendices are included in the original French version 
only. 
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 - minimum social benefits, the main one of which is the RMI (but the API and the 
integration allowance [AI] must also be mentioned). The minimum social benefits 
do not presuppose a prior salaried activity (these are, it may be noted, the only 
allowances available for self-employed workers who have had to end their 
activities). A significant proportion of those receiving the minimum social 
benefits are job-seekers (about 12 % of the job-seekers registered at the ANPE 
receive the RMI).  
 
These allowances do not cover all those seeking a job. Within the group 
composed of job-seekers registered at the ANPE and those exempt from the job 
search, the number of persons receiving an allowance was about 61 percent 
according to the data provided by the body responsible for the unemployment 
insurance system (UNEDIC), to which must be added RMI recipients registered as 
job-seekers (about 10 %). This proportion changes with the economic situation, 
but also with eligibility rules for the different benefits (Fig. 3). 
 
Table 6 Unemployment total and unemployment beneficiaries 
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Note:  red histogram: beneficiaries of unemployment insurance or solidarity allowance 
(ASS and AI),  

black histogram: job-seekers registered at the ANPE and those exempt from the 
job search, 

Black line: RMI beneficiaries. 
Sources: UNEDIC and CNAF 
 
The CERC has already formulated several observations on this subject in its last 
report, Assisting the return to employment (CERC, 2005a). First of all, having 
sufficient resources is an indispensable condition for undertaking an active job 
search. Since the publication of the CERC’s report, a review of the theoretical and 
empirical literature on the subject has confirmed this point of view (Algan et al., 
2006). This situation does not necessarily call for the payment of an allowance for 
every job-seeker (solidarity benefits are based on household resources) but it 
raises the question of the exclusion of the under-25 population from access to the 
RMI. Second, UNEDIC decisions concerning unemployment insurance (rules for 
eligibility and length of compensation period), often made with regard to the 
system’s financial equilibrium, have an impact on the other allowances (ASS and 
RMI) and thus on the finances of the central government or the départements (the 
latter are now responsible for the RMI). There is, however, no body permitting a 
dialogue among these different institutions (UNEDIC, State, Départements) in 
order to define a coherent policy.  
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3. An active policy 
for assisting the 
return to work 
 

 
The most significant change in social protection with regard to unemployment 
concerns the shift towards a policy ensuring a closer link between compensation 
and back-to-work assistance. The scope of social protection has thus been 
broadened to include a ‘curative’ role in addition to its function of providing 
financial compensation for the consequences of a risk incurred. This gradual 
development began with the establishment of the partial combination of work 
income and unemployment allowances (reduced activities). This active role 
became a principle when the RMI was created, with its social or economic 
integration component (although its implementation has been far from 
systematic).9  
 
The 1992 unemployment insurance reform, which introduced a digressive 
allowance, was aimed at encouraging unemployed persons receiving 
compensation to seek employment more rapidly. Evaluations of this reform 
brought out, however, that its impact was limited to those with the highest wages 
(Dormont, Fougère and Prieto, 2001; Lollivier and Rioux, 2005); conversely, it 
ran the risk of penalising the unemployed persons faced with the greatest 
difficulties in finding a job. This measure was eliminated in the 2001 reform.  
 
The main reform is in fact that of 2001, which created the ‘back-to-work 
assistance allowance’ (ARE) and broadened support measures for the unemployed 
through the ANPE’s ‘personal action plan’ (PAP). It led the bodies responsible for 
the management of unemployment insurance (UNEDIC and ASSEDIC) to play a 
greater role in back-to-work assistance schemes for unemployed persons 
receiving compensation, in terms of human resources, funding for training and 
recruitment premiums.10 The UNEDIC initiated a pilot programme subcontracting 
support measures for unemployed persons receiving compensation to private 
placement companies. The 2005 law on social cohesion took this development 
further by defining the ‘public employment service’ and the role of the different 
bodies involved, and by creating the ‘job centre’ (maison de l’emploi) scheme in 
order to federate the policies of the different partners at local level. A new 
agreement has now been signed between the state, the ANPE and the UNEDIC 
(2006).  
 
The CERC’s preceding report was devoted to an examination of these reforms 
(CERC, 2005a) and subsequent developments have not invalidated its diagnosis. In 
particular, the Council stressed that these reforms had led to a clear revitalisation 
of the system, and notably the ANPE’s intervention. It also emphasised, in the 
wake of other analysts (Marimbert, 2004), the extreme complexity of the 
administrative mechanism, which has been further increased by the transfer of the 
management of the RMI to the départements and that of training for the 
unemployed to the regions. This growing complexity runs counter to the trends 
observed in other countries; it is harmful to efficiency and may well compromise 
the objective of restoring equal opportunities as much as possible for persons 
faced with unemployment, an objective which reflects the principle of the 
equality of public services for all.  
 

                                                           
9 . On this point, see the Court’of Accounts’ 2002 report (Cour des Comptes, 2002). 
10 . UNEDIC funds part of the increase in ANPE personnel and the services which the latter 
defines for assistance to unemployed persons receiving compensation. 
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4. Initial education 
and continuing 
training 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5. Employment 
policies 

 
 
 
 
 

The CERC’s report also highlighted the persistent difficulties in two major areas of 
the Social State’s intervention with regard to back-to-work assistance: the 
economic integration of RMI beneficiaries and job-entry assistance for young 
people exiting initial education and training.  
 
 
This subject will be more fully developed in the third section of Document I. For 
our purposes here, it must be stressed that an adequate level of training for 
everyone is one of the most efficient mechanisms of social protection in terms of 
the risks of unemployment. The countries which are most successful in reducing 
unemployment levels and income inequalities (and notably monetary poverty) are 
often those with positive results for both the average level of training and the 
reduction of inequalities in this domain.  
 
In past years, the educational system has probably shown progress in fulfilling the 
objective of preparing students for professional life through their studies, but 
much less so in the struggle against school failure. Two points must be 
emphasised here: on the one hand, the large number of young people exiting 
initial education and training without a qualification or with a low level and, on 
the other, the tendency within post-compulsory education for high-school 
graduates from the vocational and technological streams to be channelled into the 
programmes which are the most general and the least well equipped, in terms of 
means and supervision alike, thus reinforcing the risk of failure. 
 
With regard to continuing training and its organisation, the segmentation by 
publics (unemployed persons and wage-earners) and funding sources hardly helps 
to reduce the difficulties and failures of initial training once the individuals 
concerned have entered the working world. This subject will be treated more 
extensively in Document I. 
 
 
The public authorities (most often the central government) are carrying out active 
policies aimed at reducing unemployment. These go beyond the strict area of 
social protection but also interact with it.  
 
One of the dimensions of this public intervention, which was described in CERC 
Report no. 5 on job security (2005b) concerns the legal framework (labour law) or 
the promotion of the contractual framework (collective agreements). The balance 
between agreements, laws and regulations, it should be noted, varies considerably 
from one country to another. The analysis presented in the CERC report indicated 
that this balance was not particularly satisfying in France. 
 
Another aspect of public policies concerns actions undertaken to improve 
unemployed persons’ chances of returning to employment. These involve three 
kinds of interventions: those of the National Employment Agency (which has 
received considerably greater means, notably since 2001) in its functions of 
intermediation or placement of job-seekers; training for unemployed persons (see 
above and CERC, 2005a) and, last of all, subsidised jobs. 
 
The policy of job subsidies is intended to increase the employment supply (i.e. the 
employers’ demand for labour). It has various components, the most prominent of 
which is the reduction of employer contributions for low-paid wage-earners, 
which was introduced in 1993.  
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It is also necessary to cite subsidised jobs in the private or public sector (in the 
case of subsidised contracts in the non-commercial sector, the central government 
assumes the bulk of the labour costs of the employer, who can, for example, be a 
local government). 
 
Other schemes are no less significant: in addition to the income-tax deductions for 
part of the cost of employees at home already mentioned, these include the 
reduction of the VAT on renovations carried out on older buildings and specific 
reductions of employer social contributions in the hotel and catering sector (since 
July 2004).11  
 
In addition to these employer subsidies, there are also incentives to increase 
employment demand (the labour supply) with schemes such as financial interest, 
in the case of the RMI or the specific solidarity allowance (ASS), which permit the 
temporary combination of a portion of earned income and the employment 
premium (PPE). This group of schemes was extensively developed in France with 
the creation of the PPE (see Document G).  
 
France is not the only European country to practice these general policies of 
reduction of labour costs for low-paid jobs (L’Horty, 2006).12 Among the other 
examples, we may cite: Belgium, with the Mirabel subsidies; The Netherlands 
with the SPAK schemes; Greece; the United Kingdom with the Lower Earnings 
Limit (LEL, which exempts employer and employee from social contributions 
below a weekly income threshold but in that case does not provide the 
corresponding social benefits for unemployment and pensions) and Germany, 
with schemes similar to those of the United Kingdom. Similarly, France is not the 
only country providing assistance for the development of domestic employment. 
And other countries also have temporary or permanent schemes for wage 
complements (in-work benefits) analogous to France’s financial interest scheme 
or the PPE.  
 
There are no sources permitting all the job-subsidy schemes to be inventoried or 
compared homogeneously at European level. It would seem, however, that this 
kind of measure is widespread in France. It reflects the search for solutions to two 
problems analysed in Documents A and E, namely the high rate of unemployment 
among persons with low education and training level (or few qualifications) and 
the poor linkage between initial training and labour-market entry, which, beyond 
young people with a very low education and training level, leads to a difficult 
school-to-work transition.   
 
It is very complicated to provide a complete picture of the expenditures involved 
because of the risks of overlapping and omissions alike. Table 4 suggests orders 
of magnitude.  

                                                           
11 . The partial deduction for employees at home was initially the pendant to the reduction 
of employer social contributions for companies and was also aimed at reducing 
undeclared work. 
12 . In the case of France, it is also necessary to take into account the schemes mentioned 
above: the lowering of the VAT on renovations of older buildings, which has also been 
introduced in other European countries, as well as assistance to the food-service sector. 
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Table 4 – Cost of employment policies aimed to low-qualified people  

millions of euros 
 1993 2000 2003 2004 2005 
Reduction of employers’ social 
contributions  588 11,576 16,090   

Subsided jobs   6,655  11,677  10,873   
income-tax deductions for at 
home employees  

   1,520 1,700  1,820 

specific reductions of 
employer social contributions 
in the hotel and catering sector 

     550 

reduction of the VAT on 
renovations 

   3,500   

Employment premium PPE   2,432  2,241  2,221 2,448 2,800 
Note : The table is not fulfilled for every years. 
Sources: DARES (2006), La dépense pour l'emploi sur longue période. 

MINEFI, Projects of Finance laws   
and Taxation Council. 
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1. EMPLOYMENT RATE 
 
 
 
 
 
 
 

In this document, employment and unemployment will be examined from various 
standpoints. First of all, we shall analyse the employment rate, notably in function 
of age and gender, and describe employment trends over the 1993-2005 period. 
Second, we shall consider certain elements which might explain the long-term 
persistence of a very high unemployment rate beyond cyclical variations. In a 
third section, we shall consider the evaluation of policies promoting employment 
for persons with few qualifications. In the fourth section the main features of 
employment instability and insecurity will be reviewed. Finally, we shall address 
working conditions and conclude with the question of discrimination. 
 
Across the European countries, France is characterised by a low employment rate 
among the working-age population (fewer young people and those over 55 in 
employment than elsewhere) and a high rate of unemployment which has not 
dropped below 8 percent for over 20 years.  
 

Employment rate, unemployment rate, activity rate 
Within the working-age population (see below for the discussion of the age limits to be 
applied), the distinction is made between inactive and active persons. The former do not 
have a job and do not indicate that they are looking for one. The latter may have a job or 
be unemployed (i.e. not have a job and look actively for one). Three proportions are thus 
defined: the economic activity rate (ratio of the active population to the working-age 
population), the employment rate (ratio of the population in employment to the working-
age population) and the unemployment rate (ratio of the unemployed population to the 
active population). The apparent simplicity of these definitions is misleading, however, 
because the boundaries are blurred, and increasingly so. Thus, in France, individuals 
losing their jobs, who are compensated by unemployment insurance or receive the specific 
solidarity allowance, can be ‘exempt from seeking a job’ if they are over 57.5 years of 
age. It is likely that they will not declare themselves as job-seekers in surveys measuring 
unemployment. In addition, job-seekers receiving compensation can exercise salaried or 
non-salaried activities for a limited period of time; in certain cases, they may be 
considered in employment and not unemployed. 
 
 
In 2005, the overall employment rate for the population aged 15 to 64 years (see 
box) was lower in France than in the EU-15 average and this disparity grew over 
the preceding twelve years (Table 1). Greece and Spain, as well as Belgium, also 
have a below-average employment rate but, over the period in question, the first 
three countries came closer to the European average while France moved further 
away. Countries which had a particularly low employment rate at the beginning of 
the period (Ireland or Spain) have now gone beyond the French rate or come close 
to it. And countries such as Finland or The Netherlands which had higher 
employment rates than France at the beginning of the period, have increased their 
leads since then. 
 

Defining the ‘working-age population’ 
To measure the employment rate, the 15-64 age group is generally used in international 
comparisons. This field is probably too broad, however, since most young people are 
students and the form of schooling, notably alternating training, can have a considerable 
effect on the employment rate (see below). For the upper limit, the age at which it is 
possible to wind up pensions, generally age 60 in France, could argue for this cut-off 
point. But the prolongation of the life span, like population ageing (see Document A), 
leads on the contrary to stressing the interest of extending work activity and employment 
beyond age 60.  
Thus, in order to situate France in its context, it is preferable to focus the analysis on the 
20-64 age group. With this definition of the working-age population, the diagnosis of a 
low employment rate in France is approximately the same as with the standard field of 15-
64 years.  
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1. Female activity 
and employment 

 
 

Table 1 - Levels and trends of global employment an unemployment 
 Employment rate Unemployment rate 
 1993 2005 1993 2005 

employment average 
growth rate 

E.U. 15 60.1 65.2 10.1 7.9 1.0 
Belgium 55.8 61.1 8.6 8.4 0.8 
Denmark 72.1 75.9 9.6 4.8 0.6 
Germany 65.1 65.4 7.7 9.5 0.3 
Greece 53.7 60.1 8.6 9.8 1.0 
Spain 46.6 63.3 18.3 9.2 3.1 
France 59.3 63.1 11.1 9.9 0.9 
Ireland 51.7 67.6 15.6 4.4 4.2 
Italy 52.3 57.6 10.1 7.7 0.7 
Luxembourg  60.8 63.6 2.6 4.5 3.4 
Netherlands 63.6 73.2 6.2 4.7 1.4 
Austria 68.5 (a) 68.6 4.0 5.2 0.5 
Portugal 65.1 67.5 5.6 7.6 0.8 
Finland 61.0 68.4 16.3 8.4 1.3 
Sweden 71.3 72.5 9.1 7.8 0.5 
United-Kingdom 67.4 71.7 10.2 4.8 1.1 
Note: (a) 1994 For Austria, instead of 1993 
Note: For all the results coming from the labour force surveys, i.e. in France the INSEE 
“enquête emploi”, the field is restrained to metropolitan France, except overseas 
départments 
Source: Eurostat,  15-64 years employment rates and unemployment rates, harmonised 
labour force surveys; employment annual average growth rate from 1993 to 2005, national 
accounts.  
 
In almost all the European countries, the activity rate for men aged 25-54 is high, 
with little variation from one country to another. The differences in the respective 
employment rates have other explanations: female activity and employment on 
the one hand and the employment of young people and older persons on the other.   
 
 
The analysis bears on the 25-54 age group in order to distinguish the specific 
features of female activity and employment from the issue of the employment of 
young people and seniors. For many years, the female activity rate in France has 
been high (for the 25-54 age group) and the nature of the relationship to labour-
market participation has changed within the families (Document A). Only the 
Portuguese and the Scandinavian countries (for very different reasons, however) 
have higher female participation rates. The rise in the female participation rate is 
continuing in the countries where the single breadwinner model has been very 
present (Southern Europe and Ireland, notably). In terms of the female 
employment rate, however, France ranks only eighth among the EU-15 because of 
the high unemployment rate.  
 
The countries where the female employment rate is high for this age group are not 
necessarily those where part-time jobs are the most frequent (Table 2). Thus, 
while Sweden, Finland, Denmark and The Netherlands have less recourse to 
female part-time work than the European average, it is more frequent in Sweden, 
and especially in The Netherlands. The differences may be explained in large part 
by the forms of social organisation with regard to the reconciliation of 
professional life and family responsibilities. In the other countries, by contrast, 
the bulk of the rise in female employment occurs in the context of part-time work. 
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2. Employment of 
older persons 

 
 
 
 

Table 2: Trends in the employment rate and the activity rate for women (25-54 years)  
in % 

 Activity rate Employment rate Part-time(a) 
 1993 2005 1993 2005 2005 
E.U. 15 67 75.3 60.2 69.1 36.3 
Belgium 65.9 76.8 59 70.4 40.5 
Denmark 87.2 84.5 76.9 80.6 33 
Germany 72.3 79 65.4 71 43.8 
Greece 52.6 68.2 47.1 58.5 9.3 
Spain 48.9 69 38.5 61.5 24.2 
France 76.1 80.2 66.8 72.9 30.7 
Ireland 50.9 69.6 44.2 67.3 31.5(c) 
Italy 52.1 63.6 46.6 57.9 25.6 
Luxembourg  54.5 72.2 52.8 68.4 38.2 
Netherlands 63.6 79 59.2 75.5 75.1 
Austria 71.5(b) 79.9 68.8(b) 76 39.3 
Portugal 71.8 81.8 67.2 74.9 16.2 
Finland 83.9 85.1 74.1 79 18.6 
Sweden 88.1 86.5 83.6 81.1 39.6 
United-Kingdom 73.9 77.4 68.8 74.8 42.7 
Notes:  (a) percentage of partial time in total women employment.  
 (b) 1994 for Austria 
 (c) 2004 for Ireland 
Source: Eurostat, harmonised  labour force surveys. 
 
 
Given the fact that the increase in the female activity rate has taken place at 
different paces from one country to another, it seems appropriate to concentrate 
the comparative international analysis of older persons’ employment rates on men 
alone. This rate is particularly low in France for the 55-59 age group: only 
Belgium, Italy and Luxembourg have lower employment rates. For the higher age 
group (60-64 years), France is practically in last place (Table 3). On the average, 
in 2004, the men retired at 58.5 years of age. The Finnish remained active until 
age 60, while in Sweden and the United Kingdom, activity ended on the average 
at age 63 (source: Eurostat on the basis of the Labour Force Surveys). 
 
Raising the employment rate of older persons has become a common objective 
among the different European countries (cf. the European Employment Strategy, 
Lisbon 2000), more specifically an average European employment rate of 50 
percent for the 55-64 age group in 2010. In face of population ageing (see 
Document A), the prolongation of the period spent in employment emerges as one 
of the factors permitting a reduction of pressures on the funding of the retirement 
systems (see Document D).  
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 Table 3: Employment rate of older men in 2005    
in % 

2005 55-59 ans 60-64 ans 
E.U. 15 67.1 35.9 
Belgium 55.4 23.1 
Denmark 81.6 46.3 
Germany 71.5 35.9 
Greece 70.5 43.9 
Spain 71.3 46.2 
France 58.1 14.5 
Ireland 72.3 57.2 
Italy 55.5 27.6 
Luxembourg  56.7 14.4 
Netherlands 74.9 32.4 
Austria 62.4 19.6 
Portugal 67.0 47.4 
Finland 63.4 36.3 
Sweden 81.7 61.8 
United-Kingdom 75.5 53.9 
Source: Eurostat, labour force surveys. 
 
The employment of older workers has been the subject of many French studies in recent 
years, notably by the Economic and Social Council (Quintreau, 2001), the Advisory 
Council on Pensions (COR, 2001a, b), the General Inspectorate for Social Affairs (IGAS, 
2004) and more recently, the Council for Economic Analysis (d’Autume, Betbèze and 
Hairault, 2005). But these concerns had emerged much earlier, as evidenced by the White 
Paper on pensions (CGP, 1991) or Salzberg and Guillemard (1994). However, apart from 
the introduction of the ‘Delalande contribution’ (for employers making ‘older’ workers 
redundant) in 1987, there were few public policy interventions or few attempts to deal 
with this question in collective agreements before 2005, or even 2006. Which only proves 
the difficulty of taking major demographic trends into account in order to undertake the 
necessary changes sufficiently early.  
In addition, employers paid little attention to the ageing of their personnel (Minni and 
Topiol, 2004). In 2001, this question had only been a subject of reflection in 13 percent of 
the companies. And when such a reflection took place, the social partners were only 
involved half of the time. Hardly any companies were offering training programmes for 
the older workers, adapting work stations for them or arranging their working hours. 
 
The goal of raising the employment rate of older persons marks, in France as in 
many other European countries, a turnaround in the orientation of employment 
policies. For many years, the idea was rather to encourage older workers to cease 
their activity with the explicit aim of fighting unemployment and ‘making room 
for young people’. Lowering the retirement age to 60 years, developing early 
retirement schemes, in the public or private sector, or exempting older job-seekers 
receiving unemployment compensation from looking for work have led 
employers and employees alike to integrate early withdrawal from the labour 
market into their points of view. This same mentality leads to neglecting the need 
to adapt or increase skills, as shown by the considerable drop in continuing 
training expenditures for workers in their fifties or sometimes even earlier.  
 
Such policies have gradually shown themselves to be ineffective. Nor have the 
countries which have relied on them the most been successful in the fight against 
unemployment because the funding they require has slowed down the economy, 
thus cancelling out their theoretical effects of reducing unemployment.  
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 The cutback in the number of work stations has prevailed over new recruitments 
intended to compensate for the early retirements. If the social and political 
consensus over the retirement of older workers, which took shape at the end of the 
1970s, is tending to break down, this is only a recent development and one which 
is still fairly limited. 
 
Reversing the trend towards the under-employment of older persons in fact 
requires changing the representations or incentives of employers and employees 
alike, but also modifying certain objective factors encouraging the non-
employment of this population. With regard to incentives for wage-earners to 
prolong their activity, the main lever has been the pension reforms of 1993 and 
2003 (Document D). This group of reforms can only lead to an increase in the 
employment rate for older persons, however, if there are corresponding incentives 
for the companies. But neither the abundance of labour available because of the 
high unemployment rate nor the qualification level push them in that direction. A 
single measure was supposed to curb the exclusion of older employees, the 
Delalande contribution. But its effects are contested: surcharges on the cost of 
redundancies of workers over 50 years old would seem to have had the effect of 
prompting employers to part with their employees earlier or not to hire those over 
50, or even those approaching this limit. 
 
The turnabout in public policies or agreements between social partners is still 
modest and quite late in coming. If the recourse to state-organised early 
retirements has been reduced, private schemes have partly taken over, while 
growing numbers of unemployed persons are exempt from job searches. In order 
to discourage the use of company-based early retirement schemes, the 21 August 
2003 law reforming pensions introduced an employer contribution to the Old-Age 
Solidarity Fund, based on the early retirement benefits at the rate of contribution 
to the general system.  
 
It was only at the end of 2005 that an industry-level agreement was signed with 
the aim of keeping older workers in employment or promoting their return, while 
a national action plan for the employment of older persons was adopted by the 
government in June 2006.  
 
The measures include the gradual suppression of the Delalande contribution, the 
progressive disappearance of the early retirement system, the encouragement of 
forward-looking job-management agreements, specific services for older 
unemployed persons through the National Employment Agency, an adaptation of 
subsidised contracts for older workers and the creation of a limited-term work 
contract for a maximum period of eighteen months, with a one-time renewal, 
adjustments for workers approaching retirement through employment-pension 
combinations and gradual retirement, as well as an increase in the premium 
encouraging the postponement of retirement, all of which is to be accompanied by 
a public-relations campaign.  
 
Will these measures be sufficient given the employment deficit among older 
persons? There are, in fact, few elements which increase the incentives for 
companies to hire them, to improve their employability through training or to 
adapt working conditions when necessary. 
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3. Youth 
employment 

 
 
 
 
 
 
 

To change a deeply rooted state of mind, among the employers and their 
employees alike, it is not enough to make this change possible. It must also be 
made attractive for both parties: for the employers, by reducing the costs of hiring 
older persons or keeping them on the job, in part through the development of 
training programmes for those over 45, and for the employees, by giving them the 
possibility of improving their pensions while reducing the arduous nature of their 
work. 
 
 
The figures advanced, especially in international comparisons, with regard to the 
employment and unemployment rates of young people are often misinterpreted. 
While the unemployment rate of young people is roughly 20 to 25 percent, it is 
erroneous to say that one out of every five (or four) young persons is unemployed. 
In fact, the unemployment rate is calculated on the basis of the active population. 
Young people pursuing their studies are only considered active if they have a job 
at the same time, through alternating training or in another form. Alternating 
training occupies a very different place from one country to another. It is notably 
quite widespread in the case of Denmark and Germany, where it still concerns the 
majority of a generation, but more limited in France or The Netherlands and 
practically nonexistent in the countries of Southern Europe. The frequency of jobs 
held in parallel to studies is also quite variable. Under these conditions, 
differences in the employment and unemployment rates of young people may 
simply reflect varied forms of schooling. The comparison between France and 
Denmark illustrates this situation. 
 
Between 2003 and 2005, in Denmark, an average of 86 percent of 18-year-olds 
were students, but more than half of them were in employment at the same time. 
In France, for the same proportion of young people pursuing their studies (85 %), 
only 9 percent simultaneously held a job.1 These differences have to do with the 
extent of alternating vocational training, which is quite widespread in Denmark, 
and the fact that the majority of students have a job alongside their studies. By 
contrast, vocational training in France more often takes place in vocational high 
schools than in apprenticeships and university studies are less organised to allow 
students to work, even part time. At age 22, a third of the Danes combine a 
training programme and a job, which is only the case for 11 percent of the French 
(Table 4).  
 
With practically the same proportion of young people in initial education and 
training, in employment after the end of that phase, in unemployment or 
inactivity, the  employment and unemployment rates as they appear in the 
customary published statistical findings, are extremely different. At age 18, the 
employment rate is 57.5 percent in Denmark (52.4 % combined employment-
training situations, 5.1 % jobs alone) and 14 percent in France (8.9 % combined 
employment-training situations and 5.1 % jobs alone). The proportion of active 
18-year-olds in the two countries is, respectively, 64.9 percent in Denmark (57.5 
percent in employment and 7.4 percent unemployed) and 20.4 percent in France 
(14 % in employment and 6.4 % unemployed). As a result, while the proportions 
of unemployed persons among the 18-year-olds in the two countries are close, the 
unemployment rates are 11.4 percent in Denmark (7.4 % unemployed among 64.9 
% active) and 31.4 percent in France (6.4 % unemployed among 20.4 % active). 

                                                           
1 . These calculations were carried out with the Labour force survey for the first quarter; 
they do not take summer jobs into account. 
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 Table 4: Proportion of the 18 or 22 years young people in education or training and 
simultaneously in employment 
in % 
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at 18 years 
Training 85.7 86.8 69 85.1 74.5 77.3 82.7 79.3 70.8 66.3 75.4 62.8
Including 
employment-
training 52.4 35.6 5.9 8.9 17.4 1.8 56.9 29.8 2.5 26.4 22.6 36.5
Jobs alone 5.1 3.8 16.4 5.1 15 9.1 9.4 12.3 19.1 7.1 7.4 22.3
Unemployment 7.4 5.4 9.7 6.4 5.2 5.8 5.5 5.5 6.1 22.3 11.9 8.9 
Inactivity 
except initial 
education 1.8 4 5 3.5 5.3 7.7 2.4 2.9 4.1 4.3 5.3 6.1 

at 22 years 
Training 58.8 44.5 38.9 42.2 36.4 40.5 52.9 37.5 38.5 48.2 45.2 35.3
Including 
employment-
training 40.6 21.3 8.8 10.6 15.4 5 40.5 14.6 7.6 29.4 21.6 20.9
Jobs alone 33.2 38.2 43.6 38.3 51.1 36.6 38 51.7 47 31 37 48.1
Unemployment 5.4 10.3 11.7 12.7 5 12.1 4.8 5.1 9.2 15.6 10.3 6.6 
Inactivity 
except initial 
education 2.6 6.9 5.8 6.8 7.5 10.9 4.3 5.8 5.2 5.3 7.5 10 
Reading note: among the 22 years old young persons in education or training in France, 
25% are simultaneously in employment.  
Note: 2003-2004-2005 average at the 1st quarter for France and at the 2nd quarter for other 
countries. 
Source: Eurostat, labour force surveys. 
 
The questions raised by the low employment rate among French youth are thus 
not the ones which usually come to mind. On the one hand, we may ask ourselves 
about the advantage (or disadvantage) of combining studies and work. The 
answer probably lies in the linkage between these two activities. In the case of 
alternating training, including apprenticeship, where such a link is intrinsic, it 
facilitates access to the first job and limits unemployment at the time of labour-
market entry (Bonnal, Clément and Mendès, 2004). 
 
For the other situations of simultaneous employment and studies, the answer is 
less clear. Among those exiting higher education in 1998, 15 percent worked 
regularly during their studies. While a third of them considered that their studies 
had been disrupted as a result, the majority declared that this employment gave 
them additional competences and a professional network which proved useful in 
their job searches. 
 
In certain cases, especially when these jobs were highly skilled and related to the 
studies underway, they had a professional value which conditioned the subsequent 
career path (Béduwé and Giret, 2004). Thus, it is probably of interest to permit a 
closer linkage between studies and secondary employment.  
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II. EMPLOYMENT AND 
UNEMPLOYMENT 
TRENDS 

 
1. Growth of 
employment 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

These precautions in the use of statistics should not, however, lead to avoiding the 
question of the high level of youth unemployment. Indeed, the specific difficulties 
faced by young people in finding a job are greater in France than in many other 
European countries. As Couppié and Mansuy (2004) indicate, ‘In the year 2000, 
the two groups, recent entrants [exiting initial training less than 5 years earlier] 
and experienced ones [under 50 years of age and exiting initial training 5 or more 
years earlier] had similar risks of unemployment and downgrading, and job 
mobility in Austria, Denmark and The Netherlands, as well as Germany. At the 
other extreme, young Greeks and Italians, even with diplomas, had a considerable 
handicap relative to their elders. France occupied an intermediate position 
between these two groups. While the diploma is extremely helpful for access to 
employment, in France, as in Spain and the United Kingdom, young higher-
education graduates are found in the highest or intermediate job categories 
relatively less often.’ 
 
In addition, the proportion of temporary work contracts during the labour-market 
entry process would seem to have increased sharply over the past twenty years 
(Givord, 2005). This situation doubly penalises persons with few qualifications or 
histories of school failure, who are more likely to find themselves going back and 
forth between temporary work contracts and periods of unemployment. During 
the first years (and beyond), in-company continuing training is more oriented 
towards employees with permanent contracts (Perez and Thomas, 2006). 
 
 
 
Between 1993 and 2005, the net number of additional jobs in France increased by 
2.6 million (+ 2.9 million salaried jobs, - 0.4 million self-employed jobs). The 
growth rate (0.9 %), fell within the European average (Table 1) but remained far 
behind the performances of Ireland, Spain, The Netherlands, Finland or the 
United Kingdom. 
 
In France, more than three-quarters of this rise in employment was concentrated 
within the 1997-2001 period, with 1.9 million additional jobs. 
 
- During this same period, other European countries (Spain, Ireland, The 
Netherlands, Portugal, Finland, Sweden) had an even greater increase in their 
employment owing to a higher rate of economic growth than in France. 
- Other phases of rapid growth, for example, from 1987 to 1990, after the second 
rise in oil prices, were not accompanied by the creation of as many jobs. 
However, this period was the prolongation of a phase of adjusting employment to 
the growth slowdown trend, whereas at the beginning of the last recovery, the 
labour adjustments had probably been made. 
- Rising employment during the 1997-2001 period was not due to the increase in 
subsidised jobs: if the new ‘youth jobs’ formula was extended considerably, other 
kinds of subsidised contracts were reduced. In all, the number of subsidised 
contracts (commercial and non-commercial) remained on the order of 2.1 million 
as an annual average (DARES estimates).2  
- The growth of employment during this period was not due to massive job 
creation in the administrative sectors either. Employment in the public 
administrations increased by 120,000 persons between 1997 and 2001, compared 
to 85,000 between 1993 and 1997 and 159,000 between 2001 and 2005.  

                                                           
2 . If we include vocational training programmes, the figure reaches 2.4 million. 
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2. Unemployment 
 
 
 
 
 

Table 5: Employment trend by sectors 
Number of persons  1990 1993 2001 2005 
Non-financial corporations 11,745.0 11,391.2 13,600.6 13,816.6 
Financial corporations     695.5     671.1     686.1    707.2 
Public administrations  5,042.1  5,274.4   5,479.5   5,638.9 
Households  4,787.2  4,455.5   4,133.0  4,122.0 

  excluding sole proprietors    377.0    444.3   748.8    823.0 
Non-profit institutions serving 
households (a)     593.1     669.3     865.2     708.2 
Total of domestic sectors 22,862.9 22,461.5 24,764.3 25,028.1 
Annual average variation 1990-1993 1993-1997 1997-2001 2001-2004 
Non-financial corporations    - 117.9 120.2 432.2 54.1 
Financial corporations        - 8.1 - 1.4 5.1 7.0 
Public administrations        77.5 21.2 30.1 51.3 
Households     - 110.6 - 60.8 - 19.8 -3.7 

    excluding sole proprietors        22.4 52.3 23.8 19.3 
Non-profit institutions serving 
households (a)       25.4 25.3 23.7 - 42.5 
Total of domestic sectors    - 133.8 104.4 471.3 66.2 
(a) Those institutions and thus those jobs are often subsidised by the government; in 
particular a part of the non-commercial sector subsidised contracts are here monitored (for 
example the former CES). For the households jobs and the financial corporations jobs, 
data concerns 2004 and not 2005. The data of this table coverts metropolitan France and 
overseas départements. 
Source: INSEE national accounts. 
  
One part of the growth in employment, over the entire period, arose from the 
increase in part-time work. According to the annual Labour force survey, in 1993, 
13.7 percent of jobs were part time, with 26.3 percent for women; in 2002, the 
figures were, respectively, 16.2 percent and 29.7 percent. According to the 
continuous Labour force surveys, the part-time employment rate as a whole went 
from 16.5 percent in 2002 to 17.2 percent in 2005, and for women, from 30.1 
percent to 30.8 percent. Among persons working part time, nearly 29 percent 
declared in 2005 that they would like to work more (27 % for women).  
 
 
France has had a high rate of unemployment for a long time: since 1984, the 
unemployment rate (measured in the Labour Force Surveys) has not gone below 8 
percent for the whole of the population.3 Over the 1993-2005 period as a whole, 
metropolitan France’s unemployment rate dropped 1.5 points (Table 2) according 
to Eurostat’s harmonised statistics (source: Labour Force Survey). If several other 
countries underwent a rise in unemployment over this period (Germany, Austria, 
Greece, Portugal), others had a considerable decrease, notably the United 
Kingdom, Ireland, Finland, Denmark and Spain. 
 
Unemployment statistics are very sensitive to national administrative practices in the areas 
of compensation, withdrawal from the labour force, classification of disability and so on, 
factors which influence individuals’ behaviours and their declarations in surveys of their 
attitudes towards the job search. Such administrative practices thus have an impact on the 
measurement of unemployment rates, even in the supposedly harmonised statistics. And 
this is why comparative analysis focuses more on the employment rate than on the 
unemployment rate.  

                                                           
3 . For persons aged 25 or over, it has not gone below 7 percent since 1986. 
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 The unemployment rate in France dropped very sharply between the first half of 
1997 and the first half of 2001 (Fig. 1), in line with the very favourable 
employment trend. The unemployment rate thus went from 12.2 percent in the 
first half of 1997 to 8.6 percent in the first quarter of 2001, which translated into 
820,000 fewer unemployed persons. After a slowdown in growth which raised the 
unemployment rate to 10 percent in the second half of 2003, there was yet another 
decrease (8.8 % in September 2006). 
 
Figure 1: Monthly unemployment rate (ILO)  

seasonally adjusted series 
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Sources: INSEE, DARES 
 
We can now draw on earlier observations to come back to two issues. The first 
concerns the effect of demographic changes on unemployment: the size of the 
generations going into retirement is increasing considerably, to the point of 
counterbalancing those who are arriving on the labour market. Can we expect an 
automatic drop in unemployment? The answer to this question is, in part, of a 
macro-economic nature. To be sure, the decrease in compensated unemployment 
(insurance and solidarity allowances) recorded in 2005 and early 2006 was partly 
due to the greater number of job-seekers going into retirement or exempt from the 
job search.4 But this trend is at best neutral in terms of the amount of benefits 
because of the communicating vases effect between unemployment benefits and 
pensions; in fact, it tends to increase the weight of the benefits. 
 
The question remains of the middle- to long-term effect of the increased weight of 
substitution income on growth, and thus on employment. This depends on both 
the conditions of its funding and the degree to which employees are willing to 
accept a division of total compensation of employees (including employers’ wage 
contributions) between direct and deferred wages (see Document C). 
 
The second point concerns the adaptation of the working-age population’s skills 
or competences to the nature of potential jobs in a competitive economy, which 
tends to reduce the hope of employment for the least qualified. This possibility of 
adaptation does not depend on the level of initial training alone; continuing 
training, whether in the context of employment or unemployment, should have a 
considerable impact.  

                                                           
4 . The decrease in compensated unemployment should not, however, be confused with the 
drop in unemployment recorded during the period.  
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But, as recalled in Document J, or the CERC’s last two reports (2005a,b), 
continuing training in France tends to benefit those with better initial training. It  
thus becomes even more legitimate to question the links between initial training 
and unemployment, well beyond the issue of youth unemployment which has 
been analysed in successive ‘employment-training’ evaluations.  
 
Over and above these analyses, the relations between training and employment 
may be examined in the context of European comparison. Do differences in the 
training levels of the working-age population influence the differences in 
unemployment rates in Europe? 
 
In order to bring out the differences between European countries, the CERC had a 
study carried out ten years ago on the links between differences in workforce 
qualification and unemployment level (L’Horty and Saint-Martin, 1996) repeated 
for the year 2004 (Anne and L’Horty, 2006). Structural differences were taken 
into account according to three criteria, gender, initial training level and age 
(which was limited to the 25-59 age group because of the differences already 
discussed for the measurement of unemployment rates among young people and 
older persons). 
 
In the field of those aged 25-59, France had an unemployment rate of 7.9 percent, 
which is the 17th lowest result among the EU-25 and 11th among the EU-15.5 For 
the three criteria selected, the relationships with unemployment are fairly well 
known and verified in nearly all the countries: 
- the female unemployment rate is higher than that of males, although the 
opposite is observed in four countries of the EU-15 (United Kingdom, Ireland, 
Germany, Sweden);6 
- the risk of unemployment decreases as the initial training level increases;  
- nearly everywhere, the unemployment rate of the younger members of the group 
studied (25-29 years) is higher than that of those aged 30-49. The situations are 
more varied for the relative risk of unemployment among the oldest persons (50-
59 years). 
 
The analysis distinguishes 24 categories: men and women according to four age 
groups and three education levels. The overall unemployment rate in France is 
then calculated by replacing the weight of each category by that of another 
country, with the unemployment rate of each category remaining unchanged. 
 
This calculation permits an estimate of the degree to which the unemployment 
level, in France, is related to its population structure. What emerges is that the 
French structures pushes up the unemployment rate relative to most of the 
countries of the EU-15, or even the EU-25, with the exception of Southern Europe 
(Spain, Portugal, Italy, Greece, Cyprus, Malta). In particular, it is the proportion 
of working-age persons with low initial-training levels which leads to the 
differences of performance in terms of unemployment.  
                                                           
5 . When the unemployment rate is replaced by the proportion of unemployed persons in 
the population (which means integrating the differences in labour-market participation), 
the result is similar. The differences in participation rates does not greatly change the 
hierarchy, even if there is no correlation between participation rates and unemployment 
rates.  
6 . The factors explaining these differences may vary from one country to another. Thus, it 
is possible that the low unemployment compensation in the United Kingdom and the rapid 
recourse to means-tested allowances can lead to fewer declarations of unemployment 
among women living in couples.  
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III. EMPLOYMENT 
POLICIES 

 
1. General outlines 

 
 
 
 
 
 
 
 
 

Thus, to take one example, in this kind of breakdown, the structure of the 
population by training level leads to a French unemployment rate which is 0.6 to 
0.8 points higher than that in the Scandinavian countries or Germany. Obviously, 
this kind of statistical breakdown can be criticised on the grounds, for example, 
that it does not take into account interactions between the different levels: a high 
general rate of unemployment may mean that those with the most training hold 
jobs with lower qualification levels and increase the unemployment rate of those 
with less training, thus reinforcing the structural effect. There is clearly a need for 
further comparative studies in this area, and notably with more attention paid to 
the nature of the training within each level, the different forms of linkage between 
initial training and entry into employment and differences bearing on continuing 
training policies. But it would be unwise to neglect this first message: France is 
not making enough progress in the training of its population. In particular, over 
the past ten years, there is no evidence of significant advances made by the 
French education system in reducing the number of young people exiting initial 
training without a qualification or with a low training level (see Document A). 
This situation is cause for concern in terms of competitiveness in Europe and its 
consequences on the unemployment gap.  
 
 
 
In face of the high unemployment rate, various employment policies have been 
pursued or inaugurated since the 1990s. It is useful to recall them briefly. With 
the rise in unemployment during the 1970s and 1980s which followed the 
slowdown in growth, France, like other countries, undertook a policy aimed at 
reducing the participation rate of various categories of the population, but 
especially its oldest members: lowering the retirement age to 60 years in the early 
1980s (which also reflected the practice of the companies with regard to the 
employment of older persons), the development of public or private early 
retirement schemes, incentives for mothers with three (and then two) children to 
leave the labour market (parental child-raising allowance, and later the ‘free-
choice supplement’ of the PAJE childminding benefit).7 At the same time, in order 
to deal with long-term unemployment in going from initial training to 
employment, and especially those with the least training, subsidised contracts 
were massively introduced.  
 
The relative importance of these policies has now been reduced. The retirement of 
the oldest members of the workforce, notably, has come to be viewed as having 
more disadvantages than advantages in the context of population ageing and, as 
we have seen, has been replaced by incentives (albeit modest ones) for the 
employment of older persons. 
 
The period since the 1990s has been characterised by two new kinds of 
employment policy. The first is the reduction of working time (RTT), which has 
taken several forms. In the early 1990s, it mainly involved greater recourse to 
part-time work, through reductions in employer contributions (law of 31 
December 1992). As of 1995, there were three successive waves of attempts to 
reduce the working time of full-time employees:  

                                                           
7 . As is often the case, the policies are undertaken with several aims: assisting mothers to 
withdraw from employment when their children are born, for example, also responds to 
objectives maintained by certain pro-family groups.  
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The multi-industry agreement of 1995 encouraged sector-level negotiations 
around three issues: the reduction of weekly hours, their adjustment in the course 
of the year in order to permit a better adaptation of the immediate amount of work 
and last of all, wage restraint. This kind of policy was not unique to France: it 
became quite explicit in The Netherlands with the 1982 Wassenaar agreement 
between the social partners with the support of the government (increased part-
time work, reduction of normal working time, flexibility and wage restraint), but 
can also be found in countries such as Germany with certain major sector-level 
agreements (e.g. metallurgy).  
The so-called de Robien law of 1996 was limited to subsidising company 
agreements on RTT aimed at increasing or preserving employment, without 
developing incentives for an annual adjustment of working time or wage restraint. 
With the ‘Aubry’ laws of June 1998 and October 1999, the transition to the 35-
hour week as the legal working period (i.e., the number of hours beyond which 
overtime would be calculated, with the possibility of compensatory leave), with a 
limit placed on the number of overtime hours in the course of the year. In this 
process, contrary to the ‘de Robien’ law, the annual adjustment of working time 
was encouraged; in addition, the question of managers’ and professionnals’ 
working time was explicitly addressed and the principle of the non-loss of 
monthly wages of employees earning the minimum wage (SMIC) was established 
(creation of a guaranteed monthly wage, GMR). A reduction of employer 
contributions at the level of the SMIC and digressive to 1.7 times the SMIC was 
introduced for companies going over to the 35-hour week, as partial 
compensation for the additional cost of RTT to the companies. The freezing of the 
transition process to the 35-hour week as of 2002 was accompanied by an 
extension of reductions in employer contributions, which partly compensates for 
the increase in the hourly minimum wage related to the anticipated reduction of 
the GMR schemes in July 2005.8  
 
The second kind of new employment policy has consisted of reducing the share of 
social protection funding depending on wages and in particular, low wages. Two 
main motivations are at work, the first of which has to do with the extension of 
social protection coverage beyond employees and their dependents, for family and 
sickness/healthcare benefits alike: benefits open to everyone should be based on 
funding by everyone, in other words, by taxes. This logic led to the creation of the 
CSG in 1991, as well as the definition of a plan for taxing employer contributions 
for  family allowance schemes, which had led to the first reductions of social 
contributions on low-paid jobs in July 1993 (a first stage which was supposed to 
be extended progressively to all wages). 
 
The other motivation was helping to promote employment and thus reduce the 
unemployment of the least qualified. This issue had been foregrounded in the 
studies of the State Planning Commission (Brunhes, 1993).  
 
There has been, and still is, a lively debate about the assessment of the respective 
effects of these two kinds of employment policy, the reduction of working hours 
and the reduction of contributions on ‘low wages’. Contrary to the case of other 
public policies, numerous evaluations have been carried out. If, however, these 
lead to fairly broad ranges of estimates for the effects of each of the policies taken 
separately, this is in part due to the limits inherent in each of the analytical tools 
used.  

                                                           
8 . This date was established as of the 1998 law.  
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2. Support for low-
skilled jobs 

 
 
 
 
 
 
 
 
 

In addition, since these policies are aimed at lasting modifications of the 
determinants of employment at both micro- and macro-economic level, the 
medium- and long-term effects should also be measured. 
 
Two elements which go beyond the simple question of the difficulty of 
evaluations must be considered here. 
 
- The two instruments were implemented simultaneously over a large part of our 
period (from 1996 to 2002). These policies, which are aimed at modifying the 
determinants of employment, have short-term effects, but above all long-term 
ones. Thus, during the 1997-2001 period, beyond the short-term effects of RTT, 
there might also be long-term effects of prior reductions of contributions. 
Similarly, the 2002 freezing of RTT has not allowed the long-term effects of this 
policy to develop. It is intrinsically quite difficult to separate the effect of 
instruments which were at certain periods indissociable components of the 
policies undertaken.  
 
- The effects of constant changes affecting the decision-making parameters of the 
economic agents, furthermore, can only be unfavourable to the effectiveness of 
the instruments: from 1993 to 2005, the parameters affecting employer 
contributions on low-paid jobs were modified more than ten times. It is hard for 
employers to define a workforce management strategy in such an uncertain 
environment, notably where the cost of low-skilled jobs is concerned. 
 
At present, the figures advanced for the impact of RTT range between 350,000 and 
500,000 net job creations. Concerning the effect of general reductions of 
employer contributions on employment, evaluations are also quite variable 
depending on the studies and their methodology, as pointed out by the reports of 
the Advisory Council on Employment (COE, 2006) or the Revenue Court (Cour 
des comptes, 2006). For a budget of 5 billion euros of reductions in employer 
social contributions, the findings of the different evaluations go from 100,000 to 
500,000 jobs created. 
 
 
Some of the schemes implemented do not specifically concern low-skilled 
employment but, in fact, they are widely used for this kind of target (e.g., 
subsidised work contracts). Others are explicitly aimed at reducing the 
unemployment of those with few qualifications, such as reductions of employer 
contributions on low-paid jobs.  
 
Until 1993, employment subsidies almost always took the form of subsidised 
contracts intended to encourage the employment of certain categories of 
unemployed persons in either the commercial sector (e.g., employment initiative 
contracts, CIE) or the non-commercial sector (employment solidarity contracts, 
CES), or business start-up aid for the unemployed.9 The expenditures related to 
these contracts remain sizeable: in 2003, they represented 0.4 GDP points, which 
is more than in most other countries, with the exception of Belgium and Denmark 
(source: Eurostat, Public Expenditure on Labour Market Policy).  
 

                                                           
9 . The description and analysis of these different contracts can be found in the CERC’s 
earlier report (2005a).  
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The period between 1993 and 2005 also saw the development of two other kinds 
of employment subsidies: reductions of employer social contributions on low-paid 
jobs and the assuming of a large part (presently one half) of the cost to private 
individuals of the recourse to at-home services through income-tax reductions.  
 
In fact, the share of low-skilled employment within total employment, which was 
undergoing a long-term downward trend, was reversed during the 1990s. 
 

Skilled and unskilled employment 
The notion of skill used here applies to the work stations and not the individuals 
occupying them: a person with a diploma filling a material handler’s job (considered as 
unskilled) is thus counted as an ‘unskilled job’.  
With regard to blue-collar workers, the skilled/unskilled distinction is not new: it was 
defined in the 1982 classifications of occupations and socio-professional categories (PCS) 
and is based on collective agreements, but also on the training normally associated with 
each kind of work station (Desrosières and Thévenot, 1992; Bisault, Destival and Goux, 
1994). 
For white-collar workers, on the other hand, such a distinction had not been established 
(and does not figure in the PCS classifications, moreover). In order to make this 
distinction, therefore, we have drawn on the work of Chardon (2001), who classifies 
service agents, security and surveillance agents and employees of direct personal services 
among unskilled white-collar workers. This classification does not mean that these jobs, 
or at least some of them, do not require particular competences, or training, but simply 
that the training in question can be acquired on the job.  
 
The recognition of professional competences in unskilled jobs is, moreover, an 
important issue in labour relations because the setting up of a ‘wage career’ 
system for employees at the bottom of the scale largely depends on this 
recognition. 
 
Figure 2 : Proportion of the unskilled employment in total employment 
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Note : Unskilled employment includes the blue collar workers and the white collar 
workers identified according to the nomenclature of Chardon (2001) nomenclature. The 
stabilization, even the increase, of the proportion of the unskilled employment in total 
employment starting from the middle of years 1990 is observed whatever the 
nomenclature. The change of Employment Survey in 2002 then the passage to the new 
PCS nomenclature produces discontinuities. 
 
Has the policy fully attained its objective? One of the difficulties in replying to 
this question is that the specific problem raised is that of the unemployment of 
persons with low training levels (and thus, implicitly, with low levels of personal 
skills, i.e., the whole of the knowledge, know-how and life skills at their 
disposal), while most of the measurements used concern the reducing of the 
employer’s costs for low-paid jobs, which are themselves assimilated to low-
skilled jobs.  
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The evaluation of the effects on employment bears in fact on the number of ‘low-
skilled’ jobs, a notion derived from the wage grids. These result in turn from 
sector-level negotiations where factors related to the wage scale are combined 
with others having to do with the qualification of the work stations or that of the 
persons who are supposed to occupy them. As the Revenue Court stresses (Cour 
des comptes, 2006), ‘Going from the pure, pertinent trio (personal qualification, 
job qualification, wage qualification) to the statistically defined and available one 
(diploma, occupation, wage) constitutes a first approximation which is the source 
of a certain vagueness in the measurement of trends.’ 
 
In view of these remarks, it is necessary to examine not only the evolution of the 
number of so-called low-skilled jobs but also that of the employment or 
unemployment of persons with low training levels. There is obviously no strict 
correlation between the two, since the (additional) low-paid or low-skilled jobs 
may be held by individuals with relatively more training than is normally 
required. In this case, we are dealing with downgrading.  
 
The unemployment rate of the active population without diplomas or with a 
simple primary school certificate (CEP), which was 15.3 percent in March 1993, 
was still at the same level ten years later (fourth quarter 2003), while the overall 
unemployment rate had gone from 11.1 to 9.6 percent over this period. If 
unskilled employment, which had been diminishing, increased over the 1994-
2000 period, the number of wage-earners holding these kinds of jobs with no 
diplomas or only the CEP continued to decrease.10 
 
Within the working-age population, there is certainly a demographic factor of a 
decreasing number of persons with a very low training level (see Document A) 
but at the same time, the growth of non-skilled employment does not always 
benefit those who are the least qualified: indeed, part of the recruitments for these 
kinds of jobs takes place at higher levels of training (Aubric, 2001; Alonzo and 
Chardon, 2006). In all, within ‘low-skilled jobs’, the proportion of wage-earners 
without high-school diplomas or the equivalent went from 93.1 percent in 1992 to 
79.5 percent in 2004. The sharpest drop involves employees in the services, which 
is the sector with the most recruitments: in 2004, for full-time employees, the 
proportion of those without high-school diplomas was no more than 77.7 percent, 
compared to 91.6 percent in 1992 (Cour des comptes, 2006, based on INSEE data). 
However, such a judgement could be qualified by also taking into account, 
beyond the training level alone, the correspondence between the kind of training 
and the job considered.  
 
The trends are even more clear for young people entering the labour market. The 
phenomenon of ‘downgrading’ is detailed through the surveys carried out by the 
Centre for Research on Education, Training and Employment (CEREQ). For young 
people exiting the educational system in 1998 (Génération 1998 survey), four out 
of ten held an unskilled job during the next three years, if only for a few months. 
The unskilled jobs created in large numbers between 1998 and 2001 were thus 
filled, in part, by recent graduates, while young people without diplomas were 
only called upon as a last resort. Céreq’s Génération 2001 survey confirms this 
trend. Thus, in distribution and food services, notably, ‘Young people without 
diplomas are excluded from lasting access to these jobs, which are the only ones 
they can aspire to’ (Béduwé, 2004, and Béduwé et al., 2003).  

                                                           
10 . It has not been possible to update the study because of the change in the Labour force 
survey.  
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IV. JOB INSTABILITY AND 
INSECURITY 

 
It is useful here to review the analysis of job instability and insecurity addressed 
in the CERC’s fifth report, Job security (CERC, 2005b), along with the 
performances of the back-to-work assistance schemes (CERC, 2005a) which, by 
shortening the periods of unemployment, could reduce inequalities in annual 
earned income.  
 
A large number of wage-earners leave or lose their jobs. These workforce 
movements, regularly measured in establishments with more than ten salaried 
employees, constitute one of the measurements of job instability.11  
 
Leaving a job involuntarily but rapidly finding another one certainly has 
considerable consequences, both materially and psychologically, but less so than 
when the episodes of unemployment persist. For this reason, it is also necessary to 
take into account the job insecurity measured with the INSEE Labour force 
surveys, for example, by the proportion of persons in employment at a given date 
(March of year n) and who are unemployed or inactive one year later.  
 
The end of a company work contract (instability) can have significant 
consequences on income if there is a fairly long period of unemployment. And 
there can be other consequences as well, notably on account of the end of the 
company’s complementary social protection for healthcare or access to housing or 
credit (employees with temporary contracts offer a typical example of these 
situations).  
 
At macro-economic level, a sharp increase over time in job instability contrasts 
with the long-term stability of the job-security indicator. From 1983 to 2000, 
annual recruitment flows nearly doubled, going from about 20 percent of jobs to 
nearly 40 percent in establishments with more than fifty employees. As of 2001, 
instability no longer rose (Fig. 3).12  
 
Figure 3: Trend in job leaves in establishments of ten salaries or more   
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Sources: DMMO-EMMO, DARES 
 
Overall, job insecurity, measured as the risk of no longer being in employment in 
one year, remained stable (Fig. 4).  

                                                           
11 . Other measurements have been defined for the length of periods in employment, the 
average length of service of employees in the companies or the proportion of hours 
worked in an enterprise for jobs lasting less than a year (CERC, 2005b).  
12 . As of 1996, the field of observation was extended to companies with 10 to 49 
employees but the trend for the field of over 50 employees, not represented on Fig. 3, is 
identical.  
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Figure 4: Transitions from employment t non-employment 
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Notes: Employment Survey data in panel; from 2003 passage to the continuous 
Employment Survey; proportion of salaries passing from employment to non-
employment, one year later. 
Sources: Labour force surveys, L’Horty 2004 and CERC 
 
Rising job instability is in part an unavoidable trend, related to changes in 
demand, technologies and so on. The whole of these processes leads to the 
perpetual renewal of work stations and especially of companies. This ‘creative 
destruction’, as it has been termed since Schumpeter, is globally favourable for 
growth and a source of suffering for those who lose their employment (Cahuc, 
Kramarz and Zylberberg, 2005).  
 
But job instability does not result solely from the creative destruction process and 
it may be excessive. Too often, companies do not make enough use of internal 
mobility to confront seasonal or cyclical fluctuations in demand or changing 
production techniques. Indeed, internal mobility requires investments in terms of 
both organisation (e.g. to set up the annualisation of working time) and forward 
planning of human resources and training. For want of investment in internal 
mobility, some companies make excessive use of external adjustment through the 
replacement of personnel or recourse to temporary contracts (CERC, 2005b).  
 
Whatever the case, job instability mainly concerns the commercial service sector. 
Thus, the workforce turnover rate can reach 80 percent in operational services to 
companies and even exceed 100 percent in the hotel and catering trade, where the 
annual number of recruitments and departures is greater than the number of 
employees at the beginning of the year. And these sectors are the ones which 
make the most use of limited-term contracts (including those in the form of 
seasonal contracts). 
 
If job security, as defined above, is relatively stable over the long term, it affects 
wage-earners differently depending on their level of training or qualification, their 
age and their length of service in the post concerned. In addition, at this detailed 
level, inequalities tend to increase over the long term, thus accentuating a certain 
dualisation of employment.  
 
Concretely, job insecurity is nearly twice as high for those who are unskilled 
(11 %) as for those who are skilled (6.6 %). For unskilled blue- and white-collar 
workers, the risk of belonging to the 20 percent of wage-earners who work the 
least amount of time during the year is 1.7 times greater than that facing the other 
wage-earners. There has been an increase, for example, the length of time that 
young wage-earners in the private sector remain without a job during one year of 
presence on the labour market.  
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Long-term 
unemployment 

 
 
 
 
 
 

While in 1977 those under age 25 spent about 10 percent of their time without 
employment, the proportion rose to 20 percent in 1989 and remained stable at that 
level until 1999. And if this trend may also be observed, albeit more moderately, 
for the 25-34 age group, this is not the case for older wage-earners (Cordellier, 
2004). 
 
This increased job insecurity for persons holding low-skilled jobs or having lower 
training levels would seem to be explained by the fact that their replacement costs 
very little for their employers, who therefore tend to adapt their numbers quite 
closely to fluctuations in demand and technological changes. In 2000, employees 
who had been in the company for less than one year accounted for 27 percent of 
the hours worked in non-skilled jobs, compared to 17 percent for skilled jobs and 
15 percent for highly skilled jobs (Levclair and Roux, 2004). In 2001, for 40 
percent of unskilled workers, mobility consisted of a change in employers, 
compared to 90 percent for managers and professionals and 50 percent for wage-
earners as a whole (Amossé, 2002).  
 
 
Ten years ago, there were more than a million job-seekers registered at the ANPE 
for more then one year;  after a decrease between early 1999 and early 2001, the 
figure has stabilised around 600,000. But at the end of the second quarter 2006, 
because of the recurrence of unemployment, measured by its cumulative duration 
over an 18-month period, 2 million job-seekers had undergone a 12-month period 
of unemployment over the previous 18 months (Fig.  5). This figure, which had 
decreased by 0.5 million between 1998 and 2002 and then shown a sharp 
increase, has once again begun to decline since 2005. But it is also necessary to 
consider the increasing number of unemployed persons receiving compensation 
but exempt from the job search, which corresponds in large part to long-term 
unemployment. Yet another indicator of this recurrence of unemployment is the 
fact that the job-seekers registered at the ANPE at the end of the quarter in 
categories 1 and 6 (job-seekers looking for permanent, full-time employment) 
have spent an average of 18 months seeking jobs over the previous 36 months.  
 
Figure 5: Two concepts of long term unemployment 
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Source: Job-seekers historical file (ANPE) 
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The deteriorating 
situation of young 

people 
 
 
 
 
 

The risk of long-term unemployment is greater for those with the fewest 
qualifications. The unemployment rate for the non-qualified was 15.1 percent for 
an overall average of 9.8 percent and long-term unemployment effected 7.3 
percent of the non-qualified labour force compared to 4 percent of the total labour 
force. Very long-term unemployment (2 years or more) hits 4.2 percent of those 
without diplomas compared to 2.1 percent of the total labour force. 
 
 
Young people are in a less favourable situation than their elders, with a higher 
unemployment rate, lower wages and fewer personal assets. Thus, 28 percent of 
the young people active in 2003 had experienced at least one period without 
employment during the year, while this was only the case for 17 percent of the 
total labour force (Givord, 2006). 
 
This relative disadvantage is not new but would seem to have worsened to the 
point where we might speak of a sacrificed generation (Chauvel, 1998, 2006). The 
conditions of entry into working life for young beginners were more difficult at 
the end of the 1990s than at the beginning of the 1980s (ibid.).  
 
Young people are more affected by insecurity and instability than other age 
groups.13 The average age at the time of the first job lasting more than 6 months, 
which was 20.5 years for the generation born in 1954, rose to 22.5 years for those 
born in 1970 (Koubi, 2003). But when we take the socio-professional category 
into account, the average age for the first stable job has not changed for managers, 
professionals and intermediate occupations (technicians and associate 
professionals) and has only increased for blue- and white-collar workers. The rise 
in the length of the labour-market-entry period for a given socio-occupational 
category, which occurred before the entry of the generation born in 1964, has 
been limited. Similarly, the probability of obtaining a stable job before age 30 
increased over this period for all categories except blue-collar workers (ibid.). 
 
Young people are more exposed to short-term contracts than before and this 
situation also lasts longer. The proportion of stable jobs among wage-earners with 
less than ten years in the labour market was 97 percent in 1982; it was only 87 
percent in 2002 (Fondeur and Minni, 2006). This phenomenon obviously affects 
all categories of wage-earners but it is much more marked for young people. 
 
The downgrading of young people is increasing as well, notably for high-school 
graduates who are more and more often found in non-skilled jobs ten years after 
the end of their studies (ibid.). At the end of the 1990s, more than one out of five 
young people was affected by downgrading, which hits working-class children 
harder than those from higher social classes (Giret, Nauze-Fichet and Tomasini, 
2006). And the wages of young people have declined relative to those of the 
preceding generations. This phenomenon may be explained in part by later 
labour-market entry and thus, by fewer years of service at the same age.  

                                                           
13 . The term ‘young people’ does not always cover the same age group. It may be used to 
designate those under 25, which is the minimum age for certain schemes (RMI), or those 
under 26 (first recruitment contract, CPE), or sometimes those under 30. Some studies are 
not based on the criterion of age in the strict sense but on the number of years since the 
end of initial education and training. Those under 25 constitute a more heterogeneous 
population than the older age groups because many young people have not completed 
their studies and on the average, those who are in this situation have a lower level of 
initial training.  
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V. WORKING 
CONDITIONS 

 

The average rise in the diploma level, however, should have partly compensated 
the decrease in the length of service. 
 
 
 Everyone agrees that there have been considerable changes in work and its 
organisation over the past thirty years. On the other hand, the consequences of 
these changes on working conditions are hard to evaluate and do not give rise to 
consensus. The emphasis can be placed on wage-earners’ increased autonomy, the 
reduction of physical tasks or the decline of Taylorism, or, conversely, the 
emergence of a new productivism can be singled out as a cause for concern 
(Askenazy, 2004). An objective diagnosis is difficult for several reasons: the 
recognition of new occupational diseases like the RSIs (repetitive strain injuries), 
the increased attention paid to certain pathologies such as stress, or lower 
tolerance for certain strenuous work activities.  
 
Given the fact that it is not possible to avoid a subjective appreciation of working 
conditions, the changes in hazards or hardship factors may stem from either a real 
change in working conditions or new measurement tools, or a variation in the 
tolerance or attention of wage-earners or doctors. As a result, the trends observed 
in the investigations should be interpreted with caution before concluding that 
there has been a deterioration or an improvement in working conditions. 
 
The transformations taking place over the past thirty years or so must obviously 
be associate with technological progress and sector-level changes in activity, but 
also the forms of work organisation. Every organisational change has effects on 
working conditions, as was seen with the rise of Taylorism in the past. The 
analysis of these  organisational changes helps us to understand the evolution of 
working conditions.  
 
As the CERC indicated in its fifth report (2005b), the considerable transformations 
of work organisation over the past twenty years has contributed to modifying the 
competences required of wage-earners and the nature of the tasks carried out. A 
majority of wage-earners now work in companies which have altered their work 
organisation. According to the typology of Lorenz and Valeyre (2006) (see box), 
two thirds of them work in productive structures with ‘just in time’ organisation, 
which is aimed at greater flexibility and lower production costs. The productive 
activity is carried out ‘to order’, which implies greater adaptability and 
considerable interaction with the client, as well as an increasing amount of 
autonomy and thus of possible stress in the concrete performance of the work. 
Unlike traditional Fordian forms of organisation, production is no longer stable 
and guided upstream; it has become flexible. Several features of these new forms 
of organisation have become essential in many companies: ‘just-in-time’ 
production, product differentiation, stock reduction, the importance of customer 
contact (Durand, 2004; Kern and Schumann, 1989). The work stations thus 
integrate more complex and/or more differentiated tasks.  
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The Lorenz-Valeyre typology 

This typology is based on the analysis of the distribution of fifteen forms of work 
organisation in different companies. It distinguishes four types of organisations: 
 
• ‘Learning organisations’, which are characterised by a certain autonomy in work, 
versatility and few constraints on pace, concern 39 % of wage-earners in the whole of the 
European Union. 
• ‘Lean’ organisations, involving reduction of stock and ‘just-in-time’ production, include 
28 % of the wage-earners. They include teamwork, rotation of tasks and self-control of 
quality, but the constraints on work rates are considerable and the tasks frequently 
repetitive. 
• ‘Taylorian’ organisations, which employ 14 % of wage-earners, are characterised by 
repetitive tasks and sharp constraints on work rates. 
• ‘Traditional’ organisations (19 % of wage-earners) are characterised by a low degree of 
autonomy and work which is monotonous but not very repetitious and having few 
constraints on pace.  
 
Generally speaking, today’s work makes greater demands on the intelligence of 
those who carry it out, while the productive system now requires employees, 
regardless of their work or their responsibility, to make a greater personal 
investment in order to adapt themselves to the market and technologies which 
have become omnipresent. This increased involvement required of the majority of 
wage-earners emerges in a context where demand is often unpredictable, sharply 
marked by uncertainty and calling for greater productivity and rapidity, notably 
because of the increased pressure of competition. As such, it can have a 
destabilising effect on employees and generate, within certain forms of 
organisation, an increase in stress and other work pathologies. 
 
The growing numbers of work hazards and hardships can be related to the main 
trends in the transformation of the forms of work organisation today, in particular: 
- Certain forms of labour intensification  
- The adaptability demanded of wage-earners in an unpredictable environment 
- The direct relationship with customers 
- The exposure to the uncertainties of demand in quantitative and qualitative 
terms 
 
In principle, the most objective indicators of work-related hazards and pathologies 
are the number of industrial injuries and occupational diseases. The detailed 
breakdown regularly provided by the National Health Insurance Programme 
(CNAM) brings out two opposing trends: a decrease in industrial injuries and an 
increase in occupational diseases. Industrial injuries are declining over the long 
term, although an increase in those with sick leave, owing in large part to travel 
accidents, was noted between 1997 and 2000, after which the downward trend has 
resumed. The index of industrial injury frequency went from about 120 in 1953 to 
less than 40 in 2004, at which time there were 1.4 million (private sector, general 
scheme), nearly half of which entailed sick leave. 
 
The increase in the number of cases of occupational diseases has multiple causes, 
including in particular the improved recognition of certain pathologies. The 
number of victims of occupational diseases accorded sick leave more than 
doubled between 1999 and 2004, going from 17,500 to almost 37,000. Nearly half 
of these diseases affect craftspersons. About three-quarters of the diseases 
identified are periarticular ailments which have been recognised relatively 
recently.  
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 Repetitive strain injuries (RSI) are one category of occupational pathologies which 
has attracted the attention of company doctors in recent years. These disorders, 
which are related to certain new working conditions, take various forms: 
backaches, persistent prickling in the hands and fingers, tendonitis and the well-
known tunnel canal syndrome consisting of prickling and pain in the fingers 
caused by the pinching of a nerve at wrist level. These ailments affect 
articulations over-solicited by repetitive gestures, even minimal ones. Between 
1999 and 2003, the number of declared RSIs went from 12,000 to 24,000. 
According to a survey carried out in the Pays de la Loire region, nearly 13 percent 
of wage-earners have them. 
 
A better knowledge of work-related hazards requires the use of specific surveys 
based on employee declarations and, as a result, marked by a certain degree of 
subjectivity. Several surveys, notably Sumer (see box) thus allow us to measure 
the hazards encountered by wage-earners and their consequences (Coutrot et al., 
2006).  
 

The Sumer survey 
Sumer (the French acronym for ‘medical surveillance of occupational hazards’) was 
initiated and run by two departments of the Ministry of Employment, Social Cohesion and 
Housing: the DRT (labour relations) and the DARES (statistical research). The survey, 
which took place from June 2002 to the end of 2003, was carried out by 1,792 company 
doctors on nearly 50,000 employees chosen at random and questioned during a periodic 
visit. An earlier survey of this kind had been conducted in 1994.   
 
Nearly 14 percent of wage-earners were exposed to carcinogenic products at the 
workplace in 2003 (Sumer). If the exposures were sporadic in nearly half the 
cases, in one out of four, the weekly length of exposure was over ten hours. 
Nearly 40 percent of the employees exposed had no collective protection. In 
addition, 86,000 wage-earners (1 %) were exposed to mutagenic products 
(benzene, chrome derivatives) and almost as many to reprotoxic substances (lead 
and derivatives). 
 
In 2003, nearly one third of wage-earners were exposed to noise pollution. Nearly 
7 percent, including 18 percent of those working in industry, were subject to 
‘harmful noises’ (those exceeding the threshold of 85 decibels or including shocks 
or impulses). Temporary employees were exposed three times more than the 
average. Moreover, the harmful noises were often combined with other nuisances: 
vibrating tools, heat, uncomfortable postures, smoke. One third of the persons 
exposed to these noises had no auditory protection.  
 
The continual repetition of the same gesture or series of gestures, typical of 
Taylorism, has not disappeared; it continues to hold sway in many workshops and 
is now spreading in activities which had previously been spared, such as trade. 
According to the DARES survey on working conditions, 20 percent of wage-
earners were affected in 1984 and 59 percent in 1998. Over the same period, the 
proportion of employees subject to uncomfortable positions went from 16 to 37 
percent, while those indicating that they carried heavy loads went from 22 to 37 
percent.  
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 Table 6: Proportion of salaries exposed to different professional hazards 
         in % 

 1994 2003 
To have worked more than 40 hours the previous week 29 20 
To have a rhythm of work imposed by:   
- an extern demand imposing immediate answer 50 55 
- controls or a permanent monitoring exerted by the hierarchy.  28 25 
- being in contact with the public 63 70 
To be exposed to:   
- harmful noises - 7 
- a work at a screen more than 20 hours a week 12 21 
- repetition of the same gesture at high pace more than 10 hours per 
week. 

13 10 

- biological risks 10 15 
- at least a chemical 34 37 
- carcinogenic products - 14 

Sources : DRT-DARES, 1994 et 2003 Sumer surveys. 
 
Increasing numbers of employees are in contact with the public and are required 
to interact with a sometimes demanding clientele. In 1998, 62 percent of wage-
earners were in direct contact with the public and this proportion had reached 70 
percent by 2003 (Sumer). Working with the public often entails unsocial hours 
and weekend work. Among the wage-earners in contact with the public, six out of 
ten worked on Saturday, regularly or occasionally, one third on Sunday and 28 
percent did not have a rest period of 48 consecutive hours.  
 
Second to the RSIs, stress is a typical disorder of the new working conditions in an 
environment marked by exposure to frequent, unexpected modifications in 
demand, more direct relations with customers and double-bind situations where 
employees are assumed to have more autonomy and responsibility without being 
given the necessary means. According to a survey carried out by IFAS (the French 
Institute for Action on Stress, nearly one out of four wage-earners manifests a 
level of stress dangerous to his or her health.14 Stress is the occupational hazard 
most often evoked by employees in the service professions. 
 
Since 1998, wage-earners, or at least those in companies of 20 or more 
employees, have benefited from a reduction in working time but meanwhile, there 
has been a certain increase in unsocial working hours. According to the Labour 
force survey, the proportion of employees working at night went from 13 percent 
in 1993 to 14.3 percent in 2002. And this increase has been greater for women 
than for men (Bué, 2005).  
 
In March 2002, 9.2 million persons out of 38 million aged 15 to 64 years, or one 
out of five, reported a health problem or a disability, according to a  survey on the 
labour-market entry of disabled persons (Waltisperger, 2004). And 20 percent of 
them attributed their health problem to their work. 
Two factors prevent us from concluding with certainty that there has been 
a deterioration in working conditions, however.  

                                                           
14 . This survey was carried out between September 2002 and August 2003 on a sample of 
11,852 wage-earners. 
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VI. DISCRIMINATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

On the one hand, contradictory trends may be observed: a decrease in work 
accidents and an increase in occupational diseases, for example; and on the other 
hand, the main survey data are based on declarations and thus the employees’ 
subjective appreciation, which is itself variable in the course of time. In any case, 
a portion of wage-earners and craftspersons consider that their working conditions 
are arduous or dangerous. This fact alone suffices to justify greater attention paid 
to improving working conditions. And the rise in the number of older workers and 
the prolongation of careers are additional reasons for taking working conditions 
into consideration. 
 
 
If discrimination occurs in situations other than employment (access to housing, 
for example), job discrimination is of particular importance. This explains why 
the issue is addressed here.  
 
Discrimination can have to do with gender (which partly explains male-female 
differences in employment and remuneration), origins, age, disabilities, health, 
political and trade-union activities or religion. These phenomena can be brought 
to light with particular cases or specific methods of inquiry (cf. job discrimination 
testing below), or they can be approached, with greater difficulty, through 
appropriate processing of statistical sources. While the extent of discrimination 
remains poorly measured, it is nonetheless a subject of considerable concern in 
the struggle against inequalities. The High Authority Against Discrimination and 
for Equality (HALDE) should help to advance knowledge in this area. 
 

The High Authority Against Discrimination and for Equality 
The HALDE  was created by the law of 4 December 2004 to combat discrimination in the 
broad sense of the term, based on origins, health, age, gender, trade-union affiliation, 
appearance, sexual orientation, family situation or beliefs. Anyone who considers that he 
or she has been the victim of discrimination may submit a complaint to the HALDE, which 
investigates the claims and may act as mediator or help victims to prepare their case file 
and inform them of the procedures appropriate to their situation. In 2006, it received an 
average of 10 complaints a day.  
 
The HALDE also plays a role in promoting good practices. As such, it attempts to make the 
large corporations more aware of equality in employment through action proposals; 110 
out of the 146 corporations listed on the CAC40 stock market index contacted have 
accepted to speak about their practices (Libération, 19 October 2006).  
 
Among the complaints received by the HALDE, employment constitutes the 
leading area of discrimination (45 % of the total), far ahead of access to public 
services (18 %), private goods and services outside of housing (8 %) or housing 
and education (5 % each) (HALDE, 2006). In terms of the discrimination criteria, 
that of origins arrives clearly in first place (40 %), followed by (14 %). Gender, 
age, family situation and trade-union activity represent 5 to 6 percent of the 
motives cited by those filing complaints, ahead of opinions, sexual orientation, 
religious beliefs or physical appearance (1-3 %). The discrimination criterion is 
not clearly identified in 17 percent of the cases. 
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The difficulties of statistical analysis 

Attempting to bring out discriminatory phenomena in statistical sources requires specific 
handling of data. A simple comparison of findings (e.g. the employment rate) between 
two groups, one of which is likely to experience discrimination, is far from sufficient 
because other factors (training, qualification, etc.) may explain them. Identifying and 
estimating the importance of discriminatory phenomena requires analyses with ‘all other 
things being equal’ and the list of explanatory factors taken into account must be 
sufficiently exhaustive to ensure that ‘hidden variables’ other than discrimination are not 
at the origin of the findings. 
 
 
One of the most important elements to analyse is the phenomenon of 
discrimination affecting immigrants and those of immigrant descent. The 
importance is quantitative because of the number of persons potentially involved 
and qualitative because, more than other phenomena, discrimination based on 
origins calls into question France’s republican model of universality, notably 
when this discrimination is directed at the so-called second generation or even 
beyond. 
 

Identifying immigrants or persons of immigrant descent 
Defining populations and identifying them in the statistical sources is not simple. The 
definition of an immigrant according to the High Council for Integration (HCI) presumes 
that the country of birth is known, as well as the citizenship at birth. 
 
Given existing data, the immigrant population (or ‘first generation’) is defined in this 
report by the fact of being born abroad. Persons of immigrant descent are those who, born 
in France, have two parents born abroad (‘second generation’) or one of the two born 
abroad and the other in France (‘mixed second generation’).  
It would thus be useful to have more information on the third generation. For example, 
some of the young people involved in France’s ‘suburbs crisis’ in late 2005, belong to that 
category. It is difficult, however, to characterise the individuals belonging to the third 
generation on the basis of the geographical origins of their grandparents.  
 
Given equivalent diplomas, young immigrants or young people of immigrant 
descent have greater difficulty finding employment (Silberman, 2006; Frickey, 
Murdoch and Primon, 2004; Dupray and Mollet, 2004) and the range of jobs they 
hold is more limited.15 Even in the civil service, they are less well integrated, 
often filling subordinate positions (Fougère and Pouget, 2004). In addition, the 
hiring penalty encountered by young people of immigrant descent for the 
generation exiting initial training in 1992 is equally observed for those exiting in 
1998, notwithstanding a more favourable economic context (Silberman, 2006). 
The disadvantages facing immigrants and those from immigrant families persist at 
all ages. With comparable qualifications, age, marital status, number of children, 
parents’ socio-professional category, and the state of the local labour market, they 
face a greater risk of being unemployed.16 For immigrants, this risk is more than 
two times greater than that of individuals with two parents born in France.  

                                                           
15 . The term ‘immigrant’ is used to refer to any person born outside of France (including 
French persons born abroad). The habitual definition is not applied here: in the first of 
CEREq’s Génération surveys, the subjects’ citizenship and that of their parents were not 
included in the questionnaire.  
The term ‘of immigrant descent’ is applied to persons born in France and having at least 
one parent born abroad (this population also includes persons with French parents born 
abroad, in particular the French settlers repatriated from Algeria).  
16 . The relevant data are taken from the Family History Survey (EHF).  
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For men of immigrant descent, the likelihood of being unemployed is multiplied 
by 1.6, and by 1.3 if the parents are a mixed couple. The additional risk factor is 
4.5 for immigrants from Algeria and 2.1 for those of immigrant descent whose 
parents come from Algeria. The order of magnitude is similar for women, 
although slightly reduced (Meurs, Pailhé and Simon, 2005).  
 

First names revealing social or immigrant origins 
For persons born between 1930 and 1959 whose employment situations are analysed in 
the 1983, 1986 and 1989 Labour force surveys, the chances that the child of a manager or 
professional will also be a manager or a professional are diminished by half when he or 
she has a North African-sounding first name (Amadieu and Giry, 2006) 
 
The extent of the disadvantage faced by immigrants and children of immigrants in 
terms of access to employment suggests that they are subject to discrimination, 
mainly at the time of hiring. Such discrimination is difficult to measure; it may 
give rise to objective tests but also to more subjective inquiries. 
 
 
Household and company surveys do not allow discrimination in hiring to be 
brought out directly. Situation testing is a method recommended by the ILO which 
allows discrimination to be revealed without, however, measuring its extent. It 
consists of answering job offers with applications which are similar in all but one 
characteristic. The variants introduced permit the identification of the 
discriminatory criteria applied in the pre-selection of candidates. At a second 
stage, the use of actors serves to bring out discrimination during recruitment 
interviews. In France, this method is used by the Observatory on Discrimination 
(see box).  
 
A discrimination test conducted in May 2004 showed that a disabled candidate 
received fifteen times fewer positive replies than a reference candidate, a male 
candidate of Moroccan origin, five times fewer and a 50-year-old candidate, 
nearly four times fewer. Another test carried out in 2005 included five 
applications which were not limited to CVs alone. Three of the six candidates had 
reply rates considerably lower than the others at the written application stage: the 
obese candidate, the candidate of North African origin and the 50-year-old 
candidate. The other three candidates were two ‘whites’, including a disabled 
person who did not declare the disability, and one person ‘of colour’ from the 
French Overseas Territories (whose results were, however, less positive than 
those of the two ‘whites’). After this initial phase, five of the six candidates had a 
total of forty-four interviews. The second phase brought out discrimination with 
regard to the disabled person (with a success rate 2 times lower than that of the 
non-disabled white candidate). The success rate of the 50-year-old candidate was 
20 %. On the other hand, the North African candidate had a high rate of success 
(6 out of 9 positive replies), suggesting that the main discrimination takes place in 
the sifting out of CVs rather than at the interview stage (Amadieu, 2005).  
 
 
Discrimination phenomena can be approached through direct surveys. Thus, 
according to an independent CSA poll conducted for the HALDE, one out of five 
persons declares that he or she has been the victim of discrimination. Young 
persons (25 %), blue-collar workers (26 %), the unemployed (33 %) and those 
who live in the Île-de-France region around Paris (29 %) show higher rates.  
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Such poll results can, however, be quite sensitive to the nature of the question 
asked and their precision is limited by the size of the samples and the polling 
methods. More in-depth studies have been carried out on the basis of statistical 
surveys.  
 
Several surveys deal with individuals’ feelings of discrimination. The level of the 
findings is difficult to interpret, even if it provides a measurement of the extent of 
discrimination as it is perceived. The comparisons between groups are the most 
informative. According to the Génération 2001 survey (CEREQ, 2005), 9 percent 
of young people whose two parents were born in France indicate that they have 
faced discrimination in hiring, compared to 22 percent of those with at least one 
parent born abroad (32 % coming from North Africa, 27 % from sub-Saharan 
Africa, 13 % from Asia) and 29 percent when both parents were born abroad.   
 
The proportions are larger among early school-leavers (15 %, 29 % and 31 % 
depending on the parents’ origins: both born in France, one or two parents born 
outside of France). When both parents were born abroad, the feeling of having 
faced discrimination in hiring shows practically no decrease with higher 
qualification levels. Indeed, among those with diplomas from graduate university 
programs, engineering or business schools, the proportion of young people 
expressing such feelings remains at 28 percent.  
 
When the individuals, whether young persons or adults, are questioned about 
intolerant attitudes they may have experienced, nearly one out of three indicates 
that this has been the case. In 40 percent of such cases, the individual declares that 
this intolerance has had consequences on his or her life (Bèque, 2005; Algava and 
Bèque, 2006). Young people between 17 and 24 years of age declare themselves 
to be victims of intolerance even more often (nearly half of the time). Similarly, 
those with a father who is unemployed or who live in public housing estates 
declare themselves to be more exposed to intolerance.  
 
Individuals from immigrant families declare themselves confronted with 
intolerant behaviours more often than immigrants (44 % vs 34 % for all age 
groups; 59 % vs 48 % for ages 17-25). The second generation of immigrant 
descent is this more sensitive to intolerance than that of the first generation 
arriving in France.  
 
The places where the two groups indicate that they have been victims of 
intolerance also differ: it is more often at school for young people with parents 
born in France or of immigrant descent and in the workplace for the immigrants. 
The latter, like individuals of immigrant descent, are more often victims of 
negative behaviours in the public space than those whose parents were born in 
France.  
 
Taken as a whole, these findings demonstrate the existence of varied forms of 
discrimination, felt by a large portion of the population and especially among 
young people whose parents come from North or sub-Saharan Africa. Various 
recommendations have been formulated in order to fight discrimination involving 
employment. The Institut Montaigne has suggested that actions undertaken to 
promote diversity should be included in the social audit (Sabeg and Méhaignerie, 
2004). The Observatory on Discrimination recommends the use of anonymous 
CVs, discrimination testing possibly followed by legal actions against those held 
responsible and greater means for middle schools and high schools in 
disadvantaged areas.  
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And in accordance with European directives (see box), the HALDE proposes areas 
of improvement to the companies. These include greater transparency in 
recruiting procedures, with the use of the anonymous CV and objective criteria for 
competences, but also the training of recruiters in the management of diversity. 
Another objective is the opening up of training courses to students under the 
responsibility of the school principals, including those in disadvantaged areas. 
Particular attention is paid to the situation of the disabled and greater access to 
continuing training. 
 

European anti-discrimination policy 
Article 13 of the Treaty of Amsterdam (1999) granted the European Union new 
competences in the area of the fight against discrimination based on gender, race or ethnic 
origin, religion or beliefs, disabilities, age or sexual orientation. This led, among others, to 
the adoption of directive 2000/78/CE relative to the creation of a general framework in 
favour of equal treatment in the areas of employment and work. In France, this directive 
has been transposed by modification of the law on the press (February 2005) and laws 
relative to the fight against discrimination and social modernisation (2002), by the law 
creating the HALDE (2004) and the social modernisation law of 20 December 2004.  
Equal opportunities and the fight against discrimination are also included in the 
employment policy guidelines of the Member States participating in the European 
Employment Strategy (EES).  
 
At the end of negotiations concluded on 11 October 2006, the social partners 
elaborated a draft agreement on diversity in the company. According to this text, 
companies with fewer than 50 employees should provide the works council with 
annual information permitting a review of the situation on this issue. For the other 
companies, the social partners would like the subject of diversity to be addressed 
once a year with staff representatives. In addition, each company should institute 
discrimination-free recruitment procedures aimed at promoting diversity.  
 
Article 24 of the Equal Opportunity Law of 31 March 2006 provides for 
anonymous  job applications in companies with more than 50 employees. For the 
time being, however, the social partners are proposing a trial period for the 
anonymous CV, followed by an evaluation, before 31 December 2007. The 
enforcement order on this point is suspended. 
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I. WAGE INCOME 
 
 
 
 

1.1. Civil service 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document is devoted to analysing the formation of inequalities in wage 
income, as well as recalling the main findings with regard to self-employed 
income.   
 
 
The examination of the wage income trends which will be presented here is aimed 
at shedding light, first of all, on disparities in the rates of remuneration and, 
second, on inequalities in annual wage income. 
 
 
 In 2004, an agent of the central (state) civil service received, on the average, a 
gross annual wage of 2,500 euros a month (Dhune and Quarré, 2006).1 This 
corresponds to an average net wage of 2,108 euros a month. Any comparison 
between public- and private-sector wages calls for certain precautions, however. 
 
The average net wage in the central civil service is considerably higher than the 
average net wage in the private sector (about 14 % in 2004, for a full-time average 
annual wage). But the wage range is broader than in the private sector: the D9/D1 
ratio is 2.9 in the private sector and 2.5 in the state civil service (sources: INSEE, 
pay sheets of state agents and the annual declarations of labour data [DADS]). The 
difference between levels does not mean that, at equal levels of qualification, the 
public-sector wages are higher than those of the private sector. The comparison 
has to take into account the differences between public- and private-sector 
employees which have an impact on wages, notably diploma and qualification 
levels, age and length of service. Comparing what is comparable allows us to 
arrive at a better measure of the wage differences between the two sectors. 
 
Detailed comparisons between sub-populations with common features (age, 
gender, diploma) have been carried out on two occasions by the National 
Statistics Institute  (INSEE), one in 2001 (Fournier, 2001) and the other more 
recently (Pouget, 2006). This study shows that public-sector wages are higher for 
employees with few qualifications while, conversely, the private sector 
remunerates more advanced diplomas and seniority better than the public sector. 
In 2002, the last year studied, male wage-earners at a level below or equal to the 
lower secondary leaving certificate (equivalent to the British GCSE) received 4 
percent more in the public sector than the private, with identical diplomas, ages 
and regions of residence. Women at the same level received 8 percent more. But 
beyond a two-year post-secondary diploma, the wage gain of men working in the 
private sector is 7 percent higher than in the public sector, or even 12 percent for 
those with more advanced diplomas. There is, however, no significant difference 
for women. Between these two diploma levels, lower secondary and two years 
post-secondary (e.g., vocational aptitude certificates, baccalauréat), public- and 
private-sector wages seem similar for men and slightly higher for women in the 
public sector.  
 
The evolution of average annual net wages in the two sectors shows a more rapid 
increase in the private sector between 1982 and 1988, followed by a balancing out 
between 1988 and 1994 and then a comparable development until 2003 (Fig. 1). 
Over twenty years, in other words, wages in the two sectors showed practically 
the same increases (+ 13 to 14 % in constant euros) but at different rhythms. 

                                                           
1 . A wage-earner working only three months is attributed an annual wage by multiplying 
his or her average monthly wage by twelve, with a ponderation coefficient of one quarter. 
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1.2. Private sector 
 
 
 
 
 

Figure 1 - Trend in average net annual wages, in constant euros, in private and  semi-
public sectors (DADS) and in the central state civil service, except La Poste and 
France Télécom. 
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Sources: Annual declarations of labour data (DADS) and pay sheets of state agents. 
DGAFP calculations 
 
A more extensive comparison between the wages of the two sectors would also 
have to consider wage careers and in particular the risks of unemployment. If the 
risks of unemployment and the amount of the pensions received relative to 
contributions --  elements which enter into individuals’ choices – were taken into 
account, the relative position of the public sector would most like be improved. 
The wage levels for regional and local civil services are, on the whole, lower than 
the average wages of the central agents and private-sector employees because of 
the qualification structure. 
 
 
The regular availability of statistics from the DADS labour data declarations 
permits an examination of wage inequality trends over the very long term. It is 
necessary, however, to recognise the limits of this source as it is used here 
(inequalities in net wage) and to expand it with information about inequalities 
resulting from supplements to the net wage (see box).  
 
The analysis of inequalities in net wages and its limitations 
First of all, the data concern only private-sector and semi-public enterprises. This means 
that they do not cover household employees (who do not fill out the DADS), central 
government employees (whose data are presently exploited on the basis of the pay sheets 
of the central civil service), employees of local communities (who figure in the DADS 
since 1989 but not in the dispersal indicators of the long-term series since the 1960s 
presented here) are excluded. On the other hand, public hospital employees are included 
in the field analysed.  
 
Second, these statistics are based on a net wage (after CSG-CRDS contributions as well), 
but one which also excludes some forms of remuneration. It includes neither incentive 
schemes, nor profit-sharing, nor advantages in kind (job-related housing, car, etc.), nor 
social protection (through collective agreements or company schemes) beyond the legal 
rates, nor the counterpart of employer contributions to company benefit schemes or other 
advantages (restaurant or holiday vouchers, transportation expenses, etc.).  
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Net wage 
 
 
 

 
These elements are excluded because they are not considered as wages. The 
transformation of wages into incentive or profit-sharing schemes is prohibited by law, 
moreover, but the existence of these forms of wage complements clearly exerts an 
influence on wage negotiations, with wage restraint as the counterpart to employee 
savings schemes. The distribution of stocks to employees by the companies or through 
stock options is not taken into account either. 
These different elements contribute to the (immediately disposable) income or, as is most 
often the case, are used to increase employees’ financial assets. They are far from being 
distributed uniformly or in proportion to the actual wage, however. They vary notably 
with the size of the company and the employees’ status and wage level. And they are 
increasingly important, for companies and employees have a common interest in 
expanding them, including, in most cases, exemptions from social contributions (although 
certain amounts are subject to the CSG and CRDS) and a tax system which is advantageous 
for both parties.   
 
 
Wage dispersion shows little change in France over the period analysed (the 
interdecile ratio of net annualised wages was 3.1 in 1995 and 3 in 2004).2 A slight 
extension of the spread at the top and a compression between the first decile and 
the median (Fig. 2) should be noted, however. The latter results from considerable 
increases in the guaranteed minimum wage (SMIC) and the growing number of 
wage-earners remunerated at that rate. As of 1 July 2006, nearly 17 percent of 
salaried employees of non-agricultural enterprises, and outside of temporary 
positions (i.e., about 2.5 million wage-earners in this field and 3.6 million in the 
economy as a whole) were remunerated at the hourly SMIC rate.  
 
Figure 2 - Trend in inequalities of net wages 
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Field: Private and  semi-public sectors 
Source: INSEE, DADS  
 
Over the past ten years, the best-paid employees have not seen their wages 
increase relative to the median. Thus, the 95th, 98th and even the 99th centiles of 
the wage distribution have remained stable relative to the median.  
 
Table 1 – Wage inequalities in the top of the distribution 

  D9/Median Centile 
95/median Centile 98/median Centile 99/median 

1995 2.0 2.6 3.7 4.7 
2004 2.0 2.6 3.7 4.7 
Field: Private and  semi-public sectors 
Source: INSEE, DADS  
                                                           
2 . These are full-time equivalents. See note 57. 
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The likely increase in inequalities at the top of the wage distribution would come 
from growing recourse to remuneration elements which are not included in the 
wage. 
 
 
Forms of remuneration which are not included in the wage, notably profit-sharing 
and incentive schemes but also company contributions to employee savings 
schemes and the distributions of stocks or stock options, are analysed in depth in 
Balligand and de Foucauld’s report on ‘employee savings plans at the heart of the 
social contract’ (2000). Significant updates have recently complemented this 
report (Chaput, Koubi and Van Puymbroek, 2006; Cellier and Chaput, 2006; 
Rougerie, 2006).  
 
The amounts paid in 2004 in the form of incentive schemes (5.3 billion euros) and 
even more for profit-sharing (6 billion euros) are considerable and they have 
sharply increased since 1994, when they only represented the equivalent of 1.2 
and 2.5 billion euros, respectively. In addition to these sums, there are the 
company’s complementary  contributions to employee savings schemes (1.3 
billion euros in 2004). In all, incentive schemes, profit-sharing and company 
contributions to employee savings schemes represent 3.3 percent of the total wage 
bill. 
 
The wage-earners’ individual features, along with those of their companies, play a 
preponderant role in the amount of employee savings received. While 11 percent 
of the wage-earners in companies with fewer than 50 employees are covered by at 
least one such savings scheme, this is the case for 3 out of 4 wage-earners in 
companies with 50 to 499 employees and more than 9 out of 10 in those with 500 
or more employees (Cellier and Chaput, 2006).  
 
According to the 2002 European Structure of Earnings Survey, managers, 
professionals and the middle-level professions (technicians and associate 
professionals) receive employee savings more often and the amounts received are 
greater. Indeed, about 50 percent of managers, professionals and the middle-level 
professions benefit from these schemes, compared to about 35 percent of white- 
and blue-collar workers. The premium is higher for managers and professionals, 
and relatively dispersed because 25 percent of the managers and professionals  
concerned received more than 4,090 euros and another 25 percent, less than 950 
euros. Indeed, if the employee savings scheme is above all a collective 
mechanism, the calculation of premiums can be indexed to the wage. The wage 
level increases not only the probability of benefiting from such a scheme but also 
the level and distribution of the amounts received (Chaput, Koubi and Van 
Puymbroek, 2006).  
 
The impact on inequalities of remuneration is thus accentuated, whether among 
only those wage-earners receiving a payment in the form of an employee savings 
scheme or, even more so, among wage-earners as a whole. Thus, within the 
former group, the 10 percent who are in the best situation received, in 2002, 40 
percent of the sums contributed for 26 percent of the gross wages paid, and the 10 
percent who were the least well off only received 1 percent of the sums 
contributed. But if we consider wage-earners as a whole, whether or not they 
received a contribution through an employee savings scheme, the top 10 percent 
received 63 percent of the contributions.  
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Employee savings schemes and loss of social security and tax revenues 
Another dimension of the spread of this kind of remuneration is the loss of revenues for 
the social security bodies, including both the basic systems and the complementary 
pension systems, as well for the government because of the tax relief associated with these 
schemes. The Balligand and de Foucauld report (2000) estimated that in 1997 a total of 
6.9 billion euros was paid in the form of profit-sharing and incentive schemes as well as 
employee and employer contributions to employee savings schemes (excluding profit-
sharing and incentive schemes). These payments would generate a loss of revenues of 3.1 
billion euros for the basic social protection system, 1.6 billion for the complementary 
pension systems and 0.7 billion for tax revenues, for a total of 5.5 billion euros.  
This calculation of the loss of revenues assumes that in the absence of such schemes, 
remunerations would be paid in the form of wages. If the companies had devoted the total 
of these contributions to payments of wages amounting to the sum actually paid, the 
distribution would have been different, with the loss of revenues for government finances 
and the social protection system at about 3 billion euros.  
This calculation ignores the consequences, whether immediate or long term, of the fact 
that if the share of remuneration presently not subject to social contributions were to 
become so, the benefits (unemployment and especially pensions) would also be increased. 
A precise estimate of this loss of revenue thus remains to be made. 
 
The CERC has not been in a position to analyse the importance of the distribution 
of stocks or stock options in terms of its impact on the distribution of 
remunerations.   
 

Remuneration of corporate executives 
The level of remunerations paid to the heads of the large firms quoted on the stock 
exchange has come under fire in France, as in the United States and in the most 
industrialised European countries. Several scandals have drawn attention to the levels 
reached by certain remunerations, out of all proportion with average wages.  
Besides the level of these executive wages, other aspects have been criticised: the 
conditions of attributing some forms of remuneration, especially that of stock options, the 
abuses sometimes resulting from this scheme and, in general, the lack of transparency in 
the determination of the different elements of the executives’ remunerations.3 
This issue emerged some twenty years ago in the context of the financial revolution of the 
1980s which, as Daniel Cohen indicates (Cohen, 2006, pp. 36-37), pulled managers out of 
the ranks of the wage-earners and made them shareholders. The remunerations of the 
executives, not only their wages but also the stock options they were granted, soared. 
 
Although John D. Rockefeller once recommended in the United States that the wages of 
company heads should not be more than 40 times that of their workers, the average salary 
of the American CEO went from 85 times the average wage of an employee in 1990 to 500 
times in 2000. The evolution has been similar in Europe, and especially in France. 
 
Several European newspapers have pointed out that the heads of the large French firms 
were much better paid than their counterparts in other European countries. Der Spiegel of 
22 June 2006, for example, indicated that French top executives were the best paid in 
Europe (Guillaume, 2006).  
 
According to the European Corporate Governance Institute, the average remuneration of 
the heads of the CAC 40 firms in 2001, excluding stock options, was 1.84 million euros, 
compared to 1.54 million for their British counterparts, 1.37 for the Dutch and 1 million 
for the Italians.  

                                                           
3 . A stock option gives the right to purchase the company’s stocks as of a certain date 
(exercise date) at a predetermined price (striking price). The beneficiary can accept the 
option as of the exercise date if the stock price is higher than the allotment price or, if the 
price is lower, refuse it. Even in the worst of cases, he or she loses nothing.  
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The heads of the CAC 40 saw their remunerations increase an average of 36 percent in 
2000, 20 percent in 2001 and 13 percent in 2002. At the end of 2002, the average 
remuneration was 2.07 million euros (Clément, 2003, p. 39). 
 
A large share of the executives’ remunerations is not paid in the form of wages; rather, it 
comes from gains realised at the conclusion of the stock options which are attributed to 
them each year. In 2004, according to the investor advisory firm Proxinvest, the heads of 
the CAC 40 companies received on the average the equivalent of 162 years of the 
guaranteed minimum wage in the form of wages and 204 years in the form of stock 
options. The monthly Alternatives économiques, meanwhile, reports that in 2005, the 
remunerations of the CAC 40 heads, including stock options, ranged from 340,000 euros 
(Gaz de France) to 23,020,500 euros – 1,870 times the minimum wage – for the head of 
the Vinci concession-construction group, who has since been relieved of his functions by 
the board of directors (Duval, 2006). France has the highest share of stock options in total 
remunerations, even relative to the United States. While 80 percent of the CAC 40 
companies propose stock options, only 1 to 2 percent of their employees are involved. 
 
In France as in several other countries and notably the United States, the public authorities 
have attempted to supervise these practices without, however, managing to put an end to 
the abuses. Several parliamentary reports have expressed alarm over this situation and 
recommended stricter monitoring of stock options. Such recommendations largely repeat 
those made by Balligand and de Foucauld in 2000, in particular for increased transparency 
of the conditions of attribution and greater control over the exercise of stock options. 
 
The government bill which is presently under examination once again attempts to 
introduce stricter control of the stock-options system by requiring the managing agents 
benefiting from them to keep part of the stocks acquired during their mandates (cf. private 
bill no. 3234 partly integrated into the government bill no. 3175 under discussion on the 
spread of profit-sharing and salaried shareholders).  
 
 
The wage differential between men and women has decreased over the long term, 
but much more slowly in recent years. Thus, for full-time employees, it was 33 
percent in 1951, 20 percent in 1998 and close to 19 percent in 2004, in the private 
and semi-public sectors. Between 1990 and 2002, however, the closing of the gap 
marked time, with only one point of reduction (Meurs and Ponthieux, 2006). The 
difference is smaller in the territorial civil services (15 % in 2004) and the central 
civil service (14 %) (INSEE, 2006c).  
 
Wage differences between men and women stem from multiple factors. Women 
work part-time more often than men (31 % compared to 6 % in 2005). Diplomas, 
the state of the local labour market, age and citizenship all influence the 
probability of being employed part time in the same direction for both genders, 
but sometimes to a different extent. What makes the difference is the family 
environment: when women are in a couple or with children, there is a sharp 
increase in the probability of part-time work (Meurs and Ponthieux, 2006). 
 
Women do not hold the same jobs as their male colleagues and often work in 
specific professional fields and activity sectors. In addition, they are less present 
in the large establishments which offer their employees better pay. Their 
experience and seniority in the company is more limited than that of the men: 29 
percent of women have interrupted their careers for a year or more, compared to 
18 percent of men. These breaks are more often motivated by family 
responsibilities for women while for men, they are more related to unemployment 
and training (Petit, 2006).  
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1.4. Remunerations 
in Europe 

 
 
 
 
 
 
 
 
 

And with equal diplomas, positions and working time, they are on the average 
less well remunerated. In particular, one year of work experience brings them a 
wage gain which is smaller than that of men. 
 
Among full-time wage-earners, the gap between men and women is greatest for 
managers and professionals (23 %) and smallest for white-collar workers (6 %). If 
we consider the wage actually received, and not simply full-time wages, the gap 
was about 27 percent in 2000 (Meurs and Ponthieux, 2004). This is greater than in 
Denmark (20 % at the same date) but considerably less than in Germany, Austria 
or the United Kingdom (more than 40 %).  
 
In France, as in these countries, the length of the work week is the factor which 
generates the most wage inequalities between men and women. In their study on 
France, Meurs and Ponthieux (2006) break down the wage gap between men and 
women under 65 years of age in 2002 (25 % according to the Employment 
Survey). The labour market is slightly more selective for women than men, which 
would add nearly one point to the differential. Working time, and especially part-
time work, which is more frequent among women, explains 12 percent of the 
male-female wage gap, which is nearly half of the total differential. Specific job 
features (occupation, sector, etc.) account for a gap of 8.5 percent. The influence 
of the diploma is favourable to women but on a modest scale (1.4 %).  
 
The wage disadvantages specific to women would thus approach an average of 7  
percent. Petit (2006), who bases his analysis on the hourly wage, arrives at a 
residual gap of 11 percent. Working time and the jobs held are thus the most 
responsible for wage inequalities between men and women. 
Over time, from 1990 to 1994, structural effects (job category and part-time 
work) generated an increase of 1.5 points in the male-female wage gap. From 
1994 to 2002, the trend was reversed, with the changes in structural effects 
playing in women’s favour (- 2.5 points). As of 2000, the reduction of working 
time (RTT) largely contributed to it. 
 
The male-female wage gap exists from the beginning of working life (Dupray and 
Moullet, 2005). Between the third and fifth years of working life, men who have 
experienced internal or external professional mobility show a wage increase 
which is considerable higher than that of women in a comparable situation. For 
women living in a couple, external mobility is less advantageous. Indeed, their 
wages diminish by 8 percent when the mobility is not accompanied by a 
promotion, while men in a comparable situation show a wage gain of 17 percent. 
 
 
The 2002 European Structure of Earnings Survey permits us to situate the 
dispersal of wages in France relative to its neighbours. The comparison is based 
on gross wages and includes elements of complementary remuneration (see above 
and the box which follows). 
 

The European Structure of Earnings Survey (ses) 
Three measurements of earnings are provided (annual, monthly and by hour worked), all 
of which refer to a concept of remuneration for a work station, to the extent that they are 
calculated on the basis of ‘full-time equivalents’ and not on the amounts actually received 
by each wage-earner. Since the practices of exceptional bonuses, such as the thirteenth 
month or, in France, profit-sharing and incentive schemes, are only included in the annual 
remuneration statistics, it is this measurement which should be privileged.  
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Finland, Germany, Ireland, The Netherlands and the United Kingdom have a field of 
companies which includes all sizes while the other countries, including France, do not 
cover companies with fewer than ten employees. This situation can play a considerable 
role in differences of distribution, to the extent that some very small enterprises have 
lower remuneration rates. Thus, in 2004, the average monthly gross remunerations of full-
time wage-earners in French companies of less than ten employees was 20 percent lower 
than those of companies with ten or more employees (2,060 euros compared to 2,550 
euros, Seguin, 2006).  
 
The data correspond to the gross wage. When, in certain countries, the rate of social 
contributions varies with wage level, the dispersal of the remunerations measured over the 
gross wage can differ from that measured over the net wage. This is the case for the 
United Kingdom or Germany because of the existence of wages for extremely part-time 
work which are not subject to social contributions from either employers or employees 
(e.g., with the Lower Earnings Limit scheme in the United Kingdom). All things 
considered, the available data should be taken with a certain amount of caution. 
 
In terms of the dispersal of the annual remuneration rates, France (Table 2) seems 
more inegalitarian than the Scandinavian countries or Italy but much less so than 
Ireland or Portugal; the positioning is not clear for the United Kingdom.  
 
Table 2 – Dispersion rates for the annual earnings in 2002 
 D9/D1 D9/D5 D5/D1 
Belgium 2.6 1.6 1.6 
Denmark 2.1 1.6 1.3 
Germany 3.2 1.8 1.8 
Greece 2.6 1.8 1.5 
Spain 3.2 2.0 1.6 
France 3.4 2.0 1.6 
Ireland 3.9 2.2 1.8 
Italy 2.5 1.8 1.4 
Luxembourg  3.4 2.0 1.8 
Netherlands 2.8 1.8 1.6 
Austria 3.0 2.0 1.5 
Portugal 3.3 2.2 1.5 
Finland 2.0 1.5 1.3 
Sweden 2.0 1.6 1.3 
United-Kingdom 3.2 2.0 1.6 
Note: in full time equivalent for full time workers4 
Source: Eurostat, structure of earning survey, Employment in Europe 
 
In spite of the role played by the SMIC, which is, in France, closer to the median 
wage, the wage hierarchy is not more compressed below the median (i.e., for the 
lower half of the wages) than in most other countries. However, unlike France, 
where the wages of the 1st decile are aligned with the SMIC, in the other countries 
there may be wages within the 1st decile with lower remunerations, either because 
there is no minimum wage or because the latter is fixed at a relatively low level 
and concerns less than 10 percent of wage-earners.  

                                                           
4 This table, extracted from Employment in Europe is different from the table published in 
“statistics in focus” on the national and regional results of this survey; in this latter 
publication, it is noticed that wage-earners are at full or pert time (Mittag, 2006).  
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1.5. Minimum wage 
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Nine countries within the EU-15 have minimum-wage legislation, the most recent 
being the United Kingdom (April 1999) and Ireland (2000). The introduction of a 
minimum wage is on the political agenda in Germany (a February 1996 law 
introduced such a measure for the construction industry [CSERC, 1999]). In the 
other countries (Scandinavia, Italy and Austria), minimum wages are determined 
in each sector by negotiation between the social partners.  
 
While the minimum wage in Portugal, Greece or Spain is much lower than the 
French SMIC, this is not the case in the other countries (Table 4). Indeed, it is 
slightly higher in Belgium and The Netherlands and much more so in 
Luxembourg. And although Ireland and the United Kingdom introduced their 
minimum wages at a fairly low level relative to the French SMIC, both countries 
have adjusted them considerably and the level (in euros) is now higher than in 
France.  
 
In most cases, the minimum wage concerns few employees (Table 3), notably in 
Spain, Ireland, The Netherlands and the United Kingdom. This is not the case in 
France, however, where, in July 2005, 16.8 percent of all wage-earners were paid 
at SMIC level (Fig. 3). The proportion of wage-earners at SMIC level is 34 percent 
in companies with fewer than ten employees and 12 percent in those with ten or 
more (Seguin, 2006b).  
 
Table 3- Amount of minimum wage and proportion of persons concerned 

  
Minimum wage in euros 

 at the 1st semester 
Percentage of persons 

receiving the minimum wage 
  1999 2005 2006 1999 2004 
  Belgium 1,074 1,210 1,234 nd nd 
  Greece 505 668 690 nd nd 
  Spain 416 599 631 2.6 0.8 
  France 1,036 1,197 1,218 12.8 15.6 
  Ireland  1,183 1,293  3.1 
  Luxembourg  1,162 1,467 1,503 16.8 18 
  Netherlands 1,064 1,265 1,273 2.2 2.1 
  Portugal 357 437 450 7.5 5.5 
  United-Kingdom 866 1,197 1,269 2.5 1.4 
Note: According to Eurostat, they are full-time workers. In fact for the France, the data 
corresponds to people at full time and at part time. The figure restricted to the only full-
time people would be 11.7% in 2004 (DARES estimation) 
Source: Eurostat 
 
In fact, the level of the French SMIC corresponded, in 2003, to 52 percent of the 
average wage (of all wage-earners outside of agriculture and the central civil 
service) and 64 percent of the median wage. The distribution is thus fairly narrow, 
probably more so than in countries such as the United Kingdom (36 % of the 
average wage in industry and services, which amounts to about 49 % of the 
median wage) or The Netherlands (48 % and 54 %, respectively). 
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France 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The conditions for adjusting the SMIC were established by law in 1970: automatic 
indexation to consumer prices (excluding tobacco since 1992) increased by half of 
the rise in purchasing power of the hourly blue-collar wage, with the additional 
possibility of government decisions, after consultation with the social partners, so 
that ‘successive annual increases [tend] to eliminate any lasting imbalance 
between the rise of the minimum growth wage and the changes in general 
economic conditions and  incomes’. These additional adjustments have come to 
be known as ‘boosts’ (coups de pouce). The provisions of the law on the 
reduction of working time maintained the monthly wage in the companies at the 
time of the transition to the 35-hour week, through a monthly guaranteed wage 
with different adjustment mechanisms from those of the SMIC. This scheme thus 
created differences in remuneration between wage-earners and the law provided 
for its elimination by July 2005. The ‘Fillon’ law of 17 January 2003 modified the 
terms of the evolution of the guaranteed monthly wage (GMR), thus limiting the 
increases in the hourly SMIC which were necessary to ensure their disappearance 
by the July 2005 deadline. The calendar was maintained. Overall, the monthly 
purchasing power of workers paid at SMIC level has undergone a sharp increase 
for those who work in companies maintaining the 39-hour week. 
 
The evolution of the SMIC remains a question for the future. In the words of the 
1970 law, it was supposed to take into account ‘the changes in general economic 
conditions and incomes’. However, an in-depth, openly debated evaluation of the 
effects of the minimum wage has not given rise in France to studies comparable 
to those carried out each year by the Low Pay Commission in the United 
Kingdom and the annual decisions adjusting the level are largely determined by 
considerations which are more political than economic.5 Such an evaluation is all 
the more necessary given the fact that a significant proportion of wage-earners are 
paid on the basis of the SMIC (Fig. 3).  
 
Figure 3 – Proportion of wage-earners concerned by the SMIC increases 
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Note: This trend must be analysed carefully, because of the successive changes of the 
measurement tools. 
Source: DARES 
 

                                                           
5 . On this point, see the reports of the Low Pay Commission, whose first studies have 
been analysed by the CSERC (1999).  
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SMIC and wage 
negotiations 

 
 
 
 

 
Minimum wage and employment 

The existence of a minimum wage may have contradictory effects on employment. If its 
level leads to labour costs higher than those corresponding to the equilibrium point 
between labour supply and demand, the resulting reduction in the companies’ demand for 
labour has a negative effect on employment. Conversely, in a labour market dominated by 
the companies (in a situation of local buyer’s monopoly), the wage proposed, in the 
absence of a minimum wage, may dissuade the labour supply and the creation of a 
minimum wage then leads to increasing employment. Studies of the case in the United 
States have found a fairly positive effect on employment (notably Card and Krueger, 
1994, 1995, 1997). The majority of the studies carried out in France concluded, in the 
1990s, that the effect was negative. 
 
The policy of reducing employer social contributions by lowering the cost of labour has a 
positive effect on job opportunities. In addition, the employment premium (PPE)  in France 
or in-work benefits schemes such as the earned income tax credit (EITC) in the United 
States or the working family tax credit (WFTC) in the United Kingdom, by making 
employment more remunerative at minimum-wage level, can have a positive effect on job 
opportunities and thus be favourable to employment at minimum-wage level.  
 
These static analyses should be complemented by dynamic ones, however: the 
introduction of a minimum wage, if it is accompanied by a policy of increasing the 
qualification level, can encourage the companies to specialise in activities with greater 
added value, without, however, penalising employment. Such a point of view is explicit in 
the British decision to establish a minimum wage, and to make it increase rapidly. The 
evaluations carried out there on the effects of the introduction of the national minimum 
wage and its rapid increase do not conclude, for example, that it has had a negative effect 
on employment. 
 
 
A few issues for analysis may be mentioned here. 
 
• The impact which the government’s fixing of the SMIC has on sectoral or multi-
industry negotiations is complex. Before discussing the present situation, it is 
useful to recall the connection between sector-based wages and the SMIC.  
 
The sectors are required to negotiate wages every year.6 The definition of 
minimum wages corresponding to the different job-category coefficients is a 
‘required clause’, meaning that a collective agreement cannot be extended in its 
absence. The social partners are thus strongly encouraged to negotiate contractual 
minimum wages. 
 
In practice, an increase in the minimum wages is observed each year in the 
majority of the sectors. However, there are also sectors where there are no 
increases for several years because of the failure of the collective bargaining. 
 
The sectoral agreements likely to be extended include a grid of so-called ‘job-
category minimum wages’ defined on an hourly or monthly basis, with a base of 
assessment close to that of the SMIC, notably insofar as it excludes the annual 
bonuses (the ‘13th month’, etc.) generally paid at the end of December. In 
addition, the sectoral agreements often (and increasingly so since the end of the 
1980s) include monthly or annual ‘guaranteed remunerations’ calculated on a 
broader base than that of the SMIC and the job-category minimum wages.  

                                                           
6 . This requirement dates from 1982 (the Auroux laws) but it is not clearly defined; the 
negotiations may deal with real wages, minimum wages, etc.  
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They include different categories of bonuses, regardless of their frequency (with 
the exception, in general, of the seniority bonus, reimbursements of expenses, 
overtime premiums, incentive schemes and profit-sharing). There can be a single 
guaranteed remuneration, which then plays the role of a minimum sectoral wage 
without influencing the wage ladder, or several levels of guaranteed remuneration 
which are then applied in conjunction with the job-category minimum wage grids. 
In the latter case, the levels of guaranteed remuneration are generally more 
limited in number (4-5) than the job-category minimum wages. 
 
Should the sectoral wage negotiations fail, the employers’ organisations 
sometimes issue recommendations which, by judicial precedent, may be 
mandatory for the member companies. In this case, they play the same role as a 
non-extended sectoral wage agreement.  
 
If the lowest levels of a grid of contractual minimum wages are lower than the 
SMIC, the latter will be applied and thus serve as a safeguard. But this situation 
will reduce the spread of contractual wages because the higher job-category levels 
will still not be increased. Conversely, if all the contractual wages are higher than 
the SMIC, an increase in the latter will have no effect on real wages. Any 
comparison between sectoral minimum wages and the SMIC is delicate, however, 
because of the differences in the bases of assessment indicated above.  
 
The question of the relative levels of the sectoral minimum wages and the SMIC is 
not recent: in 1974, 70 percent of the sectoral agreements signed at national level 
and subject to an extension decree were one or several levels lower than the SMIC. 
This phenomenon was due in part to the high pace of inflation, which meant that 
the agreements signed could not be extended (much less renegotiated) without 
having one or several increases in the SMIC intervene because of the indexation 
mechanism (there were at least 4 increases in the SMIC every year between 1974 
and 1983).  
 
The relative decline of sectoral wage negotiations as of the late 1970s led 
successive governments to attempt to revive them, on the one hand, by 
establishing an annual obligation to negotiate at sector and company level (1982 
Auroux law) and, on the other hand, in 1990, by a specific boost targeting low 
wages (known as the ‘low wages operation’).7 Along these lines, the national 
commission on collective bargaining adopted a list of conclusions on 26 June 
1990 which fixed three closely related objectives: ‘ensuring each wage-earner a 
guarantee of remuneration higher than the SMIC; offering each wage-earner the 
prospect of a career path which recognises the qualification acquired through 
experience or training by organising minimum pay in function of the collectively 
agreed-upon wage structure; ensuring the adaptation of that wage structure to the 
evolution of functions brought about the changes in technology and the 
organisation of work in the companies.’ 
 

                                                           
7 . The seriousness of the situation is reflected by the fact that between 1978 and 1991, a 
sector as important as chemicals had not signed any wage agreement at that level.  
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The annual audit of sectoral wage agreement compliance with the SMIC 

In order to establish a regular evaluation of the state of negotiations (presented each year 
to the National Commission on Collective Agreements), the General Directorate for 
Labour (DGT) of the Ministry of Employment and Solidarity regularly monitors minimum 
wages for a sample of 274 sectors: 158 in the ‘general’ category excluding construction 
and metallurgy, 68 sectors of metallurgy and 48 national (engineers and managers) or 
infra-national wage agreements in construction and public works. Each sectoral agreement 
is analysed in terms of its compliance with the objectives defined in the 1990 list of 
conclusions of the national commission on collective bargaining; the agreements 
providing for category-based or guaranteed minimum wages higher than the SMIC and 
permitting career advancement are considered to be ‘in compliance’. 
 
This clause is taken in the strict sense. Thus, an agreement fixing a single guaranteed 
annual remuneration higher than the SMIC is not considered to be in compliance because 
no career advancement is ensured. When agreements include both category-based 
minimum wages and monthly or annual guaranteed minimums, the maximum level is 
used to judge the ‘compliance’. As a result, a sector can be considered in compliance 
(because of a minimum guarantee) and yet be in the situation where, for the lowest wages, 
it is the SMIC which is applied and not the guaranteed minimum.8 
 
The negotiation dynamics launched in 1990 suffered from the 1992-1993 
recession and there was a clear decline in wage negotiation in the 1995-1998 
period. The DRT audits show that the minimum and median wages of unskilled 
blue- and white-collar workers were below the SMIC.  
 
The situation in 1999 seems less clear-cut. Indeed, if we consider the minimum 
wages applicable for 169 hours a month, the situation deteriorated relative to the 
two preceding years. On the other hand, if we take into account the effect of the 
compensation for the shift to the 35-hour week on minimum wages as provided 
for in a large number of RTT agreements, there seems to have been an 
improvement. These agreements make the minimum hourly wage actually in 
force in the sector, as calculated on the basis of a 35-hour week, higher than the 
hourly SMIC in force as of 31 December 1999 (Liaisons sociales, 2000). This 
overall result is difficult to interpret, however, in view of the situation of 
employees in each company. Indeed, in a company which has ‘gone over’ to the 
35-hour week (unless a company agreement specifies otherwise), the guaranteed 
monthly income scheme only applies to employees present at the date of the 
agreement. In these companies, the sectoral wage agreement would then be 
considered in compliance for the new employees but not for the older ones.  
 
The results of the ‘low and medium wages’ operation analysed over the 1990-
2000 period are ultimately quite diverse. Certain sectors were temporarily non-
compliant, sometimes alternating periods of compliance and non-compliance. 
Others failed to comply throughout the entire period. Compliance is fragile and 
has a levelling effect on the bottom of the wage structure. The sectors have often 
assumed a ‘follow-my-leader’ attitude with regard to the SMIC. There is little  
synergy between wage negotiations and classifications. Wage norms over the 
1990-2000 period lost some of their legibility in terms of collective guarantees, 
notably because of the spread of guaranteed remunerations related to the question 
of seniority bonuses (Liaisons sociales, 2001).  

                                                           
8 . This is the case when there are too many elements of remuneration used in the 
definition of the guaranteed minimum but not carried over to the verification of the 
application of the SMIC. 



F.        EARNED INCOME TRENDS 
 

 

 116

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2. Annual earned 
income 

 
 
 
 

During the first half of the present decade, sector-level wage negotiations once 
again marked time. But the Ministry of Labour’s call to revive the process in 2005 
seems to have given rise to favourable reactions. After fourteen months of 
sectoral negotiations (May 2006 audit), advances were made in terms of bringing 
the sectoral minimums into compliance. Out of the 158 sectors with more than 
5,000 employees  (representing a total of 9 million wage-earners), 133 negotiated 
agreements for 8.1 million wage-earners or maintained a minimum-wage 
coefficient at SMIC level.  
In May 2006, there were 21 sectors, involving no less than 600,000 employees, 
whose minimum wages were not at that level. Other sectoral negotiations failed, 
as with the department stores (70 % of the minimum wages in that sector are 
below the SMIC). In October 2006 (taking into account the annual adjustment of 
the SMIC three months earlier),  there were 74 sectors, covering about 4.8 million 
wage-earners, with minimum wages below the SMIC, The majority of these 
sectors are, however, involved in negotiations. 
 
• Following the recent period of sharp increases in the SMIC, there is a need for 
new studies permitting an evaluation of the effects on employment in the present 
situation. There is also a need for sector-level wage negotiations to take place 
within a framework where the evolution of the SMIC over the medium term is 
defined, as was emphasised by the CERC’s first summary report, The long road 
towards the euro (CERC, 2002b).  
 
 
In the foregoing analysis, wage disparities have been examined from the 
standpoint of inequalities in remuneration rates.9 The reality of salaried 
employees’ earned income is different, however: the income they derive from 
their jobs obviously depends on the rate of remuneration but also on the working 
hours (full time or part time, with varying degrees of the latter) and for some of 
them, the duration of work over the year. The alternating periods of employment 
and unemployment experienced by many wage-earners reduces their annual wage. 
And this reduction is not always alleviated by the ‘deferred wage’ of the 
unemployment allowance. 
 
Measured at annual wage level, wage inequalities are much greater. An 
exploitation of the DADS labour data declarations for the 1995-2002 period brings 
out the scope of the disparity in annual wages (Table 4).10 The study is limited to 
wage-earners aged 25-54 in order to avoid the distortiones resulting from young 
people’s entries into the labour market in the course of the year and the retirement 
of older workers; this restriction of the field also eliminates the low annual wages 
resulting from students’ sporadic (e.g. in summer) or very part-time jobs.  
 
The wage ceiling of the 10 percent who are paid the least (1st decile) is thirteen 
times lower than the lower limit of the 10 percent who are paid the most (9th 
decile). These figures, moreover, reduce the scale of the inequalities in wages 
received: the average of the wages for the least-paid 10 percent is about 54 times 
lower than the average of the wages of the best-paid 10 percent. Even if, in spite 
of the verifications carried out, the average wage, in the first decile, were reduced 
by abnormal observations, the extent of the inequalities would still be valid.  

                                                           
9 . To the extent that the comparisons bear on full-time wages.  
10 . Figures from 1996 to 2004 are available in INSEE’s wage statistics (Les salaires en 
France, INSEE 2006a) 
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Thus, the average wage of the second decile (4,262 euros) is 11 times lower than 
the average wage of the last decile. And as we have seen, the statistical source 
(net wages in the DADS) does not include certain elements of remuneration 
attached to high wages. 
 
Table 4- Disparities of net annual earned wage in 2002 

        euros 
 Upper limit of the decile 
 men women All 

Average wage 

D1 3,621 1,367 2,180 845 
D2 9,537 4,382 6,415 4,262 
D3 12,689 7,625 10,431 8,476 
D4 14,528 10,522 12,767 11,691 
D5 (median) 16,307 12,542 14,640 13,708 
D6 18,356 14,459 16,614 15,605 
D7 21,003 16,679 19,018 17,766 
D8 25,151 19,562 22,422 20,586 
D9 33,546 24,411 29,211 25,344 
D10    45,507 
Ratio D9/D1 9 18 13  
Lecture: 10% of wage-earners (men and women as a whole) of the dads field (except 
state-wage-earners) have an annual wage less then 2 180 euros; the mean of their annual 
net wages is 845 euros 
Source: INSEE, DADS  
 
What is the source of these disparities in earned income? The main factor of 
inequality is the duration of employment over the year. The rate of remuneration 
(hourly wage) is of lesser, although not negligible importance. And there is also 
the disparity in the length of the work week (Table 5). (The analysis of job 
insecurity and instability has been recapitulated in Document E.)  
 
Table 5 – Distribution of annual wage and its components in 2002 

 Annual earned 
wage Hourly wage Length of the 

work week 
Duration of employment 

over the year 
D2/D1 2.9 1.1 1.5 2.6 
D9/D1 13.4 2.8 2.2 3.3 

Source: INSEE, DADS  
 
The wage-earners of the lowest decile had an average annual duration of 
employment 3.3 times less than that of the wage-earners of the highest decile. On 
the average, they were only in employment 13 weeks out of the year, compared to 
51 weeks for those of the last decile. In addition to the consequences of these 
limited periods of employment, there are also those of limited weekly hours, 
which is to say, part-time work. In 2002, the wage-earners of the first decile had 
an average work week of about 22 hours, compared to an average of 38 hours for 
those of the last decile. The impact of the annual duration of employment and the 
length of the work week is greater at the bottom of the distribution. The ratio 
between the first and second deciles is 1.5 for the length of the work week and 2.6 
for the annual duration of employment, although the difference in hourly wage 
rates is slight. 
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II. SELF-EMPLOYED 
EARNED INCOME 

 
 
 
 

Certain activity sectors and categories of wage-earners, notably women, have 
considerably lower wage levels. About 30 percent of wage-earners are subject to a 
limited annual duration of employment, which is often combined with part-time 
work. Among the 20 percent of wage-earners with the shortest periods of 
employment during the year, 42 percent have an incomplete work week, 
compared to 25 percent of wage-earners as a whole.  
 
In the sectors with high labour turnover, the wage-earners subject to great job 
instability do not manage to accumulate a sufficient duration of employment over 
the year. As a result, they are under-represented in the first deciles of the annual 
wage distribution. For example, the hotel and catering trade represents about 4.2 
percent of wage-earners in the field studied but 8.5 percent of those in the first 
decile of annual yearly income who, on the average, worked only 11 weeks out of 
the year and 23 hours a week. The 25-29 age group, meanwhile, accounts for only 
17 percent of all wage-earners but 24 percent of those in the first two deciles. 
 
The maximum wage of the ninth decile is thirteen times higher than the maximum 
wage of the first decile (Table 6) but this ratio is only 1 to 9 for men, while it is 1 
to 18 for women. The inequality is thus even more pronounced among women 
and this is due to the fact that they are more affected by limited annual periods of 
work and by short-term part-time work (see above). In 2002, the 10 percent of 
male wage-earners aged 25 to 54 who had the shortest annual durations of 
employment (1st decile for duration) worked less than 20 weeks, while the 
women of the same decile worked only 12 weeks.  
 
The annual wage distribution sheds light on the issue of poor workers. In the same 
way that poverty is defined by an income level below 50 percent of the median 
income (see Document K), we can define a ‘low earned income’ threshold by a 
level of earned income below 50 percent of the median net wage, or 7,300 euros a 
year. The persons figuring in this low earned income category may not be poor in 
terms of total disposable household income because of other earned income 
within the household (e.g., a partner working full time), unemployment 
allowances (Laïb, 2006) or social transfers. In these cases, they would not be 
counted as poor workers. But many other workers with low earned incomes fall 
into this category, notably those who live alone. 
 
More than 20 percent of wage-earners are below this low earned income threshold 
and the difference is created by the conditions of employment: the median 
situation is continuous employment throughout the year (51.4 weeks) and full-
time work (35.4 hours a week), while for 20 percent of wage-earners, the average 
annual duration of employment is less than 40 weeks and the work week less than 
27 hours. This combination of a low number of weekly hours and a low average 
annual duration of employment can place the wage-earner under the low earned 
income threshold. 
 
 
The earned income of self-employed persons is much less known and analysed 
than that of wage-earners. The main reason is that the nature of this income is 
basically different: it is composed of both the income which the self-employed 
derive from their labour and the remuneration of the capital which they 
contribute. In the terms of the national accountings, these are ‘mixed incomes’. 
Distinguishing between these two aspects cannot be reduced to isolating the self-
employed person’s income within company bookkeeping.  
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 In addition, the self-employed professions have long been constituted around an 
income dynamics over the life cycle which is very different from that of wage-
earners. The absence of unemployment contributions and, in return, the absence 
of an allowance in case of a suspension of activity, or the low level of pension 
schemes justified by the fact that at the time of retirement the self-employed 
person would sell his or her business, clientele and so on, means that the division 
between immediate and deferred income does not have the same balance as for 
wage-earners (between net wages and the whole of employer and employee 
contributions).  
 
These differences make the comparison between wage and non-wage earned 
income quite risky. The also make the comparison of incomes between self-
employed persons difficult because they constitute a very diverse population in 
terms of their activity and its degree of capital intensiveness (which is in fact 
quite high among farmers, but also in certain medical specialties). 
 
In addition to these conceptual difficulties, there are also problems of 
measurement. It is clear that information about incomes has been greatly 
improved with the reduction of the share of businesses taxed on estimated income 
and the spread of authorised accounts centres, but this does not resolve all the 
problems of observation: the existence, in certain trades or professions, the 
existence of non-invoiced services or the use of ‘company’ resources to private 
ends (housing, car, etc.) leads to an underestimation of non-salaried income.11 
 
Last of all, self-employed persons can have a salaried activity at the same time 
(Table 6).  
 
Table 6 – Average net taxable income for self-employed by big categories in 2002 
         euros 

All the self-
employed 

Self-employed having 
simultaneously a wage 

 

Annual average net 
taxable income 

Number of 
persons 

in % 

Proportion 
of the wage 

in % 
Agriculture 14,083 9.5 25.6 
Industry, construction, 
transport, wholesale 31,823 7.7 36.7 

Proximity services and 
trade 22,447 7.3 44.7 

Services where liberal 
professions and 
assimilated work 

54,405 16.4 22.4 

Including health 
professions 61,306 19.5 20.0 

Total of self-employed 30,396 10.3 29.4 
Note: The inclusion of wage-earner managers in the “self-employed” explain partly the 
high proportion of wage income in certain groups like industry or trade sectors, it has less 
effects in others like the services where the liberal professions and assimilated work. 
Source: Fiscal income survey Insee-dgi (Amar et Avain, 2006, p.15). 
 

                                                           
11 . The tax system takes this situation into account with the 20 % reduction of salaried 
income in the calculation of taxable income.  
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1. Farming incomes 
 
 
 
 
 
 

The best-known case is that of the healthcare professions (e.g. a doctor in private 
practice who also works in a hospital or clinic, or conversely, doctors in public 
hospitals who hold private consultations), but it also occurs in many other 
professions, in agriculture but also manufacturing and services. In all, 10 percent 
of self-employed persons are salaried at the same time and their earned income 
can give rise to two different measurement: the income from all activities or from 
the self-employed activity alone (Amar and Evain, 2006). 
 
Generally speaking, the information collected is relatively poorer than that 
available for wage-earner incomes. It is often limited to tax declarations but may 
be complemented by other sources for certain professions whose activities are at 
once monitored through a variety of channels and more ‘administered’, namely 
agriculture and the healthcare professions. A recent INSEE report on self-employed 
persons’ earned income (INSEE, 2006b) gives an overview of the situation and 
analyses in greater detail the incomes of farmers, company heads, sole proprietors 
and healthcare professionals in private practice.12  
 
Many self-employed persons are in fact former wage-earners. The distribution of 
first jobs within the different categories of self-employed persons brings out the 
cases of workers who become tradespersons (more than half of the self-employed 
in industry, construction, transports and wholesale trade are former workers), 
along with blue- and white-collar workers who become self-employed in local 
shops and services (76 % of the self-employed in this group). In the services 
provided by professionals, and in particular, healthcare professionals, it is 
common to have previously carried out the same activity on a salaried basis: more 
than 70 percent of these self-employed persons (and nearly 90 % in the healthcare 
professions) have begun as managers or intermediate professionals. This situation 
is important for the question of pension schemes.  
 
 
After a period of sustained growth until 1998, the average annual net farming 
income (RNEA) per self-employed person underwent a constant decline (Chassard, 
2006) totalling 32 percent in constant euros over the 1998-2004 period (Fig. 4). 
 
Average annual net farming income per self-employed person  
The RNEA per self-employed person corresponds to the income which farmers 
derive from their activity after the deduction of all expenses. It equals the sum of 
the added value (after capital allowances) and operating subsidies, less operating 
expenses. The fact that capital allowances are deducted makes the RNEA lower 
than the mixed income calculated by the national accounts.  

                                                           
12 . Company heads are considered to be self employed even if they are salaried 
employees of their companies.  
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 Figure 4 -  Net farming income per worker in real terms  
     Index = 100 in 2000 
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Source: Provisional account of agriculture at the end of may 2006, INSEE (Annequin, 
2006) 
 
This erosion of farming revenue stems from a relative drop in farm prices and a 
rise in costs, notably for wages and energy. The decrease in farming income is not 
found in all the EU countries, however. According to Eurostat data, Belgium, 
Denmark, Spain, Italy and The Netherlands, like France, show sharp decreases in 
farming income per self-employed person between 2000 and 2005. On the other 
hand, Ireland, Austria, Sweden and the United Kingdom saw a rise in their 
farming incomes. 
 
Because of the extreme diversity of farming specialisations and the broadness of 
the income range, any overview of average income trends has to take into account 
the dispersal of incomes in function of farm size and specialisation. Thus, in 
2000, half of the professional farms had an income of more than 20,400 euros but 
the median income was 36,300 euros for ‘appellation of origin’ (AOC) wine 
growers and 13,000 euros for arboriculture (Chevalier, 2005). The disparity in 
farming incomes is determined above all by specialisation, but also farm size and 
intensiveness (ratio of gross product to surface utilised). Even within each 
specialisation, income dispersion is high, especially for AOC wine growing, where 
we find an income of more than 70,000 euros for the third quartile and less than 
14,000 euros for the first quartile. In general, the higher the average income of a 
specialisation, the greater the income dispersion (ibid.).  
 
A detailed analysis of net farming income brings out the variable size of subsidies 
from one specialisation to another. The rules for the granting of such subsidies are 
set out by the Common Agricultural Policy (PAC). One of the major points of the 
new rules stemming from the 2003 Luxembourg agreement reforming the PAC is 
the partial uncoupling of direct subsidies and quantities as of 2006. Another point 
is the conditionality linking direct subsidies to respect of environmental norms. 
These changes will certainly have an impact on farming income, especially in the 
sectors most concerned, notably field crops, cattle breeding and dairy farming.  
 
The ratio between operating subsidies and income is as high as 134 percent for 
the ‘large-scale industries’ (the sector which in and of itself receives 40 % of the 
total subsidies) and 138 percent for cattle farms, but only 6 percent for AOC wine 
growing. Overall, subsidies accounted for 74 percent of net farming income in 
2004. On the average, they total 25,000 euros per farm (AGRESTE, 2006).    
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2. Incomes in  
the healthcare 
professions 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3. Income of sole 
proprietors 

 
 

 
There is a sharp inequality in medical profession incomes depending on the 
speciality. Even at the bottom of the ladder, however, these incomes are relatively 
high compared to those of other social categories. 
 
Medical professionals receive two kinds of earned income, wages and fees.13 
Some are exclusively in private practice, others are exclusively salaried and still 
others have a mixed activity.14 Specialists whose private practice is carried out 
within the hospital private sector are simultaneously full-time salaried employees 
in a public hospital, while some private practitioners are also part-time salaried 
employees.15 On the basis of the 2002 Taxable Income Survey, the proportion of 
healthcare professionals combining these two kinds of income can be estimated at 
about 20 percent (Legendre, 2006b). 
 
The income range for medical professionals is extremely broad. Depending on 
status, speciality and level of activity (Legendre, 2005), it goes from 65,000 euros 
for a general practitioner to 192,000 euros for a radiologist (2003 figures). The 
average annual private-practice income of a doctor, all specialities combined, was 
81,600 euros in 2004, excluding wages. On the average, the purchasing power of 
the doctors’ private-practice income rose some 3 percent a year between 2000 and 
2004 and 1.5 percent between 1993 and 2004 (Legendre, 2006a). Overall, the 
incomes of doctors and comparable categories have risen sharply since 2000, 
owing to the adjustment of statutory fee scales and an increase in per capita 
activity. General practitioners and paediatricians benefited from a sizeable 
adjustment of their fees. In addition, the number of fees exceeding the statutory 
rate also increased. 
 
For the other healthcare professions, the available data are incomplete. For the 
year 2000, the DREES has published comparative data on the fees of four 
professions: general practitioners, dentists, nurses and physiotherapists (Breuil-
Genier, 2003). The income ratio between general practitioners and 
physiotherapists is close to 2:1, with the former receiving 52,600 euros and the 
latter, 28,300 euros.  
 
 
 
At the end of 2003, about 1.1 million companies were sole-proprietor businesses 
with fewer than 20 salaried employees (excluding the real-estate rental, financial 
services and healthcare sectors).16 Over the past decade, this population has been 
decreasing by 1 percent a year, with the parallel spread of other kinds of small 
limited-liability companies (SARL) or private limited companies under sole 
ownership (EURL). These legal changes, with their labour and tax implications, 
probably mean that the examination of the income of the sole proprietors 
corresponds somewhat imperfectly to that of the businesspersons defining 
themselves as ‘self employed’. 
                                                           
13 . This description does not include dispensing pharmacists, whose income is 
commercial.  
14 . The proportion of those in private practice alone varies considerably from one 
speciality to another (e.g., from 56 % in cardiology to 90 % among general practitioners 
[Table 7]).  
15 . Among specialists simultaneously in private practice within a hospital’s private sector 
and full-time salaried employees of the public hospital, we find 20 % of surgeons, 11 % of 
gynaecologists, 10 % of pneumonologists, 10 % of cardiologists and 9 % of radiologists.   
16 . More than 70 % of sole proprietors have no salaried employees.  
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In 2003, the average annual net earned income (known as current income before 
taxes, RCAI) of a sole proprietor was 23,000 euros, but there is in fact great 
diversity from one activity to another (Amar and Evain, 2006). Within each 
sector, moreover, we find an equally sharp diversity depending on company size 
and number of employees. A sole proprietor with at least one salaried employee 
has an income of 37,200 euros, compared to 17,900 for a sole proprietor working 
alone.  
 
The fact that pharmacists are at the top of the income ladder, with more than 
105,000 euros, may be attributed to two factors: a qualification requiring a high 
level of studies and the profession’s regulations. In second place, with an income 
of  47,500 euros, are the providers of professional services (legal, managerial and 
accounting), for whom the qualification level also comes into play. At the bottom 
of the ladder, meanwhile, are road passenger transport operators, with an average 
annual income of 13,000 euros.  
 
The tradesperson occupies an average position in an income range going from 
28,900 euros for a butcher’s shop-delicatessen to 24,300 euros in contracting. 
Outside of these trades, the average income in retail business is 18,000 euros 
(Baudequin, 2006). The average RCAI of sole proprietors in industry was 19,600 
euros in 2003. Half of them earned less than 14,000 euros and the quarter with the 
highest income,  more than 25,000 euros. Among the sole proprietors in 
construction and public works, the current income before taxes averaged 24,300 
euros, with half of them declaring a net income of less than 20,000 euros and the 
quarter with the highest income, more than 31,000 euros. 
 
The size of the company has considerable impact on income. The average income 
of the 70 percent of self-employed persons who have no salaried employees is 
17,900 euros. The remaining 30 percent with salaried employees  (2.5 on the 
average) have an average income of 37,200 euros, which is more than double that 
of the first group. The impact of size differs from one sector to another, however, 
with the maximum effect in commerce and the least in construction. But this 
situation is probably also related to the effect of the capital investment, which is 
more marked in commerce than in construction. Another important factor 
explaining the income dispersion within the same sector and for the same size is 
the proprietor’s experience, which is measured in terms of his or her age and that 
of the company. The income differential between proprietors in their 40s and the 
youngest ones is 18 percent. In addition, a sole proprietor enterprise which is 
more than 15 years old generates 40 percent more income than one which is under 
5 years old. 
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 Table 7 – Amount and dispersion of current income before taxes for sole proprietors 
       in thousands of euros 

 
Average Median 

Top of the 
first quartile

Q1 

Bottom of the 
last quartile 

Q3 
Q3/Q1 

Industry : 19.6 14.0 6.0 25.0 4.2 
Investment goods 30.8 23.0   3.4 
Consumer goods 14.8 11.0   3.8 
Construction  24.3 20.0 12.0 31.0 2.6 
Trade 23.3 15.0 7.0 28.0 4.0 
Pharmacy 105.6 93.0   2.4 
Retail trade 18.6 13.0   3.7 
Services: 24.4 21.0 10.0 41.0 4.1 
Business activities 36.6 23.0   4.4 
Services to 
households 16.3 13.0   3.5 

Transport 16.4 12.0 8.0 21.0 2.6 
Source: BIC, BNC, corrected by the size structure of each sector in Sirene. 
 
Between 1993 and 2003, the earned income of sole proprietors showed an average 
increase of only 0.1 percent (Table 8). Only construction and public works 
enterprises enjoyed a constant annual increase (1.4 %) while the other sectors 
were faced with a decrease or stagnation. The sole proprietors’ income decreased 
by 4.2 percent a year from 1993 to 1996, then increased by 2.4 percent a year 
from 1996 to 2002 and dropped once again, by 1.1 percent, in 2003.  
 
Table 8 - Trend in current income before taxes for sole proprietors 

  Annual average in constant euros   in % 
 between 1993 and 2003 
 Industry - 0.7 
 Trade - 0.6 
 Services 0.0 
 Construction 1.4 
 Transport - 0.1 
 Total 0.1 

Field: Commercial activities of industry, construction, trade and services, excluding the 
financial activities and the agriculture. 
Source: BIC, BNC, corrected by the size structure of each sector in Sirene. 
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I. HOUSEHOLD INCOME 
 
 
 
 

1. Primary income 
 
 
 

This document presents an overview of household income trends as they emerge 
from the national accounts. A second section examines possible explanations for 
the divergences between these findings and public opinion on the evolution of 
purchasing power.  
 
 
The remarks which follow deal with income derived from economic activity, 
which constitutes primary income, the effects of redistribution (social security and 
tax contributions and social transfers) and last of all, disposable income.  
 
 
Over the 1993-2005 period, primary household income (see box for the definition 
of this term) rose, in constant euros, by an annual average of 2.1 percent, at the 
same rate as the GDP. The structure of primary income showed little change over 
this period. The weight of the compensation of employees increased by 1.4 points, 
while the share of the mixed income of self-employed persons dropped by 1.2 
points, but these developments were mainly due to changes in the number of 
persons concerned, which increased for wage-earners (+ 14.8 % over the entire 
period, or an average of 1.1 % per year) and decreased for the self-employed (- 
14.3 % over the period, - 1.2 % per year). The per capita purchasing power of the 
compensation of employees rose less rapidly (an annual average of 1.1 %) than 
that of the mixed income of the self-employed (2.3 %) (Table 1).  
 

Primary household income 
Primary household income is composed of the income derived from economic activity. It 
may be broken down into four components: 
- compensation of employees, which is the sum of gross wages and salaries and employer 
contributions, or, presented in an equivalent form, the direct wage plus total social 
contributions (employee and employer contributions and CSG-CRDS); 
- Self-employed income, known as mixed because it includes the remuneration of both 
labour and professional capital; 
- Income from financial assets; 
- Income from real-estate assets (real rents and ‘imputed’ rents for those who own their 
own residences). 
Interest paid by the households is not counted at this stage.  
 
Table 1 - Structure et trend of the primary household income 
         in % 

 

Structure 
1993 

Structure
2005 Variation of 

the structure 

Annual average Trend
in constant euros 

 
 in % in %  volume per capita
Compensation of employees 68.3 69.6   1.4 2.3 1.1 
Self-employed’s mixed income  9.9 8.7 - 1.2 1.0 2.3 
Income from real-estate assets (a) 9.4 11.0 1.7 3.5  
Income from financial assets 12.4 10.6 - 1.8 0.8  
Total 100.0 100.0  2.1  
(a) The Income from real-estate assets is identified to the households’ operating surplus of 
which it is the main component. 
Source : INSEE, national accounts. 
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1.1. Compensation 
of employees 

 
Three factors contributed to a slight rise in compensation of employees over the 
1993-2005 period.  
First, the reduction of employer contributions on low-paid jobs rose considerably, 
with the result that the rise in compensation of employees, notably in non-
financial corporate enterprises, is less than that of the gross wage (Figs. 1 and 2). 
This does not directly affect the purchasing power of wages.1  
Second, because of the increase in part-time employment, the per capita wage is 
rising less rapidly than the wage per work station or in full-time equivalent terms 
(the rise in per capita wage is an average of 0.1 point behind that calculated in 
full-time equivalents). 
Third, the reduction in working time related to the 35-hour week had effects on 
the rise in compensation of employees which are difficult to assess. On the one 
hand, the maintaining of the gross monthly wage for employees paid at SMIC level 
(i.e., the guaranteed monthly wage, GMR) were only partly compensated for by 
reductions in employer social contributions, which led to a rise in compensation 
of employees. On the other hand, the shift to the 35-hour work week in the 
companies which applied it has often led to negotiations including a certain 
degree of wage restraint. 
 
The evolution of compensation of employees and that of gross wages and salaries 
alone, per employee, are fairly different from one institutional sector to another 
(Figs. 1 and 2). For the public administrations, the more rapid growth of 
compensation of employees compared to gross wages is due to the fact that for 
the administrations which pay the pensions of civil servants directly, this amount 
is attributed, each year, as an employer contribution. Thus, in spite of a 
considerable check on gross wages since 2002, compensation of employees 
continues to increase. 
 
Figure 1 - Compensation of employees per employee 
Index =100 in 1990   at 2000 prices 
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Note: The compensation of employees includes gross wages and employees’ social 
contributions. 
Legend: nf corp (Non-financial corporations), fin corp (Financial corporations), pub adm 
(Public administrations) 
Source: INSEE, national accounts. 
                                                           
1 . To the extent that the reductions of employer contributions has had a positive effect on 
employment (see Document E), the growth of the gross wage bill has shown an increase. 
The effect on per capita gross wage is less certain: the reduction of employer social 
contributions on low-paid jobs has mainly reinforced, or even increased low-paid 
employment, which may have helped to reduce the rise in the average gross wage.  
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1.2. Self-employed 
income 

 
 
 
 
 
 
 
 
 

1.3. Assets income 
 

Figure 2 – Gross wage per employee 
Index =100 in 1990   at 2000 prices 
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Source: INSEE, national accounts. 
 
 
Gross wages and salaries per employee show fairly little difference between non-
financial corporate enterprises and the public administrations (Table 2), especially 
if they are calculated in full-time equivalent terms in order to take into account a 
different use of part-time work. This similarity may be misleading, however, 
given the very different skill structures in these two institutional sectors (see 
Document F). On the other hand, in the financial companies, gross wages and 
salaries per employee are considerably higher, notably because of the skill 
structure.  
 
Table 2 – Gross wages and salaries per employee 
year 2004         in euros 
 Per wage-earner As full time equivalent 
Non-financial corporations 29,700 30,200 
Financial corporations 41,100 41,600 
Public administrations 27,100 29,400 
Source : INSEE, national accounts. 
 
 
The income of self-employed persons is ‘mixed’ in the sense that it includes the 
remuneration of both their labour and the company’s productive capital. Capital 
intensiveness, moreover, is extremely variable from one profession to another; it 
may be quite high for certain farming or medical professions, for example. In 
addition, for certain activities, the annual fluctuation in production is 
considerable, as is the case for some farming specialisations. All of this makes it 
difficult to analyse trends in the ‘mixed’ income of self-employed persons, as it is 
indicated in the national accounts and it is thus necessary to draw on different 
sources (see Document H and INSEE, 2006b).  
 
 
 
Income from assets breaks down into real-estate income on the one hand and 
income from financial assets on the other. The former, recorded in the national 
accounts, includes two distinct elements: on the one hand, the rental of real estate 
leading to net monetary income and, on the other, the value of the housing 
services which homeowners provide to themselves (fictitious rents) as estimated 
by the national accounts.  
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2. Taxes and social  
contributions 

 
 
 
 
 
 
 

2.1. Taxes 
 
 

The income from real-estate assets showed sustained growth over the 1993-2005 
period: +3.5 percent in constant euros, essentially owing to the fact that rents rose 
faster than inflation.  
 
By contrast, assets income showed weaker growth during the same period (0.8 % 
per year). It constituted 12.4 percent of primary income in 1993 and 10.6 percent 
in 2005. This overall trend encompasses very different developments, however.  
 
- Interest payments show a decrease, in constant euros, of 5.4 percent a year; they 
represented no more than 2.9 percent of the primary income in 2005, compared to 
7.3 percent in 1993. This change reflects both the drop in real interest rates and 
the shift in the structure of investments towards other financial products. The drop 
in real interest rates also resulted in a considerable reduction in the interest paid 
by households on their loans (- 3.2 %).  
 
- Within company incomes distributed to the households (6.6 % increase per year 
in constant euros), the distribution of dividends is particularly high (10.8 % 
increase per year in real terms), here too because of the modification of 
investment structure and changes in the remuneration rate. 
 
- Also worthy of note is the growing share of income capitalised in life-insurance 
products, which rose from 2.2 percent of primary income in 1993 to 3 percent in 
2000 and then levelled off.  
 
 
Two major functions determine the transition from primary income to disposable 
income: on the one hand, the social security and tax contributions serving to fund 
social protection and the other collective functions, and on the other, the transfers 
related to social protection. Direct social security and tax contributions represent 
about 46 percent of primary income and fluctuated around this figure during the 
entire period, while benefits, which represented about 27 percent of primary 
income in 1993, represented 27.6 percent in 2005.2 
 
 
Household income taxes include the progressive tax collected through the tax 
rolls, the tax on some assets income subject to witholding tax, the CSG-CRDS and 
the employment premium (PPE), which is partially treated as a tax reduction.3 In 
2005, direct taxation on the households represented 10.6 percent of their primary 
income and 12.3 percent of their disposable income, compared to 6.8 and 7.9 
percent, respectively, in 1993. The bulk of the increase is due to the CSG, which 
serves to limit levying through social contributions based on wages. What is 
involved is thus less of an increase in the levy itself than a partial substitution of a 
tax for a social contribution (see below). 
 
The share of income tax within the whole of the social security and tax 
contributions is fairly limited in France relative to its European neighbours, even 
when we take into account the CSG on the one hand and the PPE on the other.  

                                                           
2 . Indirect contributions, notably the VAT and excise duties, do not affect the calculation 
of disposable income but rather the purchasing power of that income. 
3 . In the national accountings, the PPE is treated as an income tax reduction when it is less 
than the amount of personal income tax (IRPP). It is treated as a social benefit when it 
gives rise to a payment from the Public Revenue Department.  
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Direct income tax 

 
 
 
 
 
 
 

The levy on household income was considerably modified over the period in 
question: the income tax (which is progressive for the portion collected through 
the tax rolls and at a fixed rate in case of witholding tax) came to be accompanied 
by the CSG and CRDS, contributions proportional to income which bear on the 
earned income, substitution income and assets income alike. The PPE, meanwhile, 
introduced a negative tax scheme.  
 
 
In the case of income from assets, the income tax breaks down into two parts: 
certain forms of this income, such as dividends, are subject to taxation through the 
progressive tax rolls, while others are subject to a witholding tax (e.g., income 
from bonds) with a fixed tax rate. Other assets income, such as interest on deposit 
accounts, is exempt from all direct taxation (except, in certain cases, the CSG and 
CRDS). As emphasised by the former Tax Council (notably in its reports on the 
taxation of savings in 1996 and special tax schemes in 2003), the structure of 
assets, including the regulated savings accounts often designated as ‘popular 
savings’ products, which are exonerated from direct taxation and sometimes from 
social security taxes, along with income subject to witholding taxes, have the 
effect of making a large part of the income received by the tax households at the 
top of the income distribution exempt from progressive taxation (Conseil des 
Impôts, 1999; 2003).  
 
The 1999 report estimated that less than 30 percent of movable assets entered into 
the field of the income tax system (witholding tax and progressive tax) and only 
13 percent were in fact subject to the progressive tax. This observation, bearing 
on 1996, might well be brought up to date, notably through the use of the 
estimates on assets and their corresponding income which INSEE has just made for 
2003 (Document H). The CERC has not had the necessary means to carry out this 
study itself. 
 
In the opinion of the Tax Council, furthermore, the multiplication of exemption 
schemes or ‘tax niches’ and their privileged use by a limited number of tax 
households is deforming the real tax system even more without having any 
guaranteed economic effectiveness. The Council’s 1999 report emphasised that, 
‘by developing exemption schemes in this way, the tax system for savings has 
arrived at a kind of paradox in social terms: the households with high savings 
capacity are the ones which, by accumulating schemes, are best able to profit 
from these exemptions’ (Conseil des Impôts, 2003). There is every reason to 
believe that this observation is still valid, for it has not been refuted by the 
findings of the 2003 report.  
 
As a result of this situation, the apparent progressiveness of the income tax scale 
does not provide precise information on either the marginal rate or the average tax 
rate at the top of the income distribution.  
 
With regard to income tax collected through the tax rolls, the period studied saw 
the introduction of reductions in the tax rates. The tax schedule was modified 
several times. After a major transformation in 1993 with the shift from 12 to 6 
brackets, it underwent changes in 1996, 2000, 2001, 2002 and 2003. The marginal 
rate of the highest bracket thus went progressively from 56.8 percent in 1993 to 
48.09 percent in 2005. Overall, the higher the tax household’s income per share, 
the more the average tax rate was reduced (Fig. 3).  
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Figure 3 – Average tax rate for the income tax collected through the tax rolls  
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Reading note: This figure shows the ratio between the paid tax and the income of the 
fiscal household in function of the amount of fiscal income per part (the number of fiscal 
parts of the household depends on its composition) 
 
The fact remains, however, that the progressive income tax is quite concentrated: 
the wealthiest tenth of the tax households pay nearly three quarters of it, while 
their taxable income represents only one quarter of the total tax revenues. Fifty-
seven percent of tax households do not pay income tax.  
 
In terms of the real progressiveness of the income tax, it is also necessary to 
mention the importance of various schemes promoting service jobs through 
income-tax reductions. The 2003 report of the Council on Taxes estimates that 70 
percent of the tax expenditure for a salaried employee at home profited the 
highest decile of the tax revenues. It is possible that this proportion has increased 
with the raising of the ceiling.  
 
 
The employment premium (PPE) was established by the law of 30 May 2001. It is 
a tax credit which has the double objective of stimulating employment and 
increasing the purchasing power of low incomes. 
 
The PPE replaced an earlier scheme, the ‘CSG refund’ introduced by the Social 
Security Funding Law for 2001, which was judged contrary to the Constitution. 
Various measures were implemented in order to restore the text’s 
constitutionality. An upper limit taking into account household taxable income 
was introduced in the eligibility conditions. In addition, increases were defined 
for the upper limit and the amount of the PPE for households where only one 
member of a couple is in employment. And the amount of the PPE is increased by 
a modest sum per dependent child. The funding law for 2003 increased the 
premium for persons working low-paid jobs for incomplete periods (part time or 
less than the full year). The stated objective was to provide increased incentives 
for the return to work, with the idea that the exit from income support schemes 
most often took place through part-time and/or short-term jobs (Carrez, 2002). 
Since then, the parameters of the PPE have been changed; the principle remains 
the same but the supplement for part-time jobs has been raised, notably in the 
funding law for 2006. 
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 The scale applicable to income (for a couple) in 2005 is the following: 
• the taxable income ceiling is set at 25,211 euros, which, for a couple receiving 
wages alone, leads to a taxable wage income ceiling (before the 10 % deduction 
for professional expenses and the 20 % standard allowance) of 25,185 euros, or 
about 2.1 times the SMIC. With two children, the ceiling rises to 32,114 euros (2.7 
times the SMIC).  
• the PPE is determined in function of the earned income of each of the members 
of the tax household. This should be more than 3,570 euros of taxable income, or 
4,746 euros of taxable net wages. This lower limit (corresponding to 0.3 SMIC) 
was introduced to avoid encouraging an increase in very short-term jobs. The PPE 
reaches a maximum for a taxable wage of 11,899 euros (full-time SMIC) and is 
eliminated at a wage level of 16,659 euros (1.4 SMIC). 
• the PPE is prorated according to the duration of employment.  
 
Notwithstanding a considerable budget (2.7 billion euros in 2005), the amount 
received by the PPE beneficiary is moderate (an average of 295 euros in 2005), 
which is the counterpart of the wide diffusion of the scheme (9.1 million 
households benefiting from it in 2005). The PPE profits less than 40 percent of the 
poorest households (the bottom decile), about 65 percent of the next three 
brackets (deciles) and even a significant proportion of households situated closer 
to the top, for example, 20 percent for the 8th decile (see ONPES, 2006).  
 
In terms of the distribution of the budget cost per standard of living decile, the 
bulk of the cost (70 %) is concentrated between the 2nd and 6th deciles. At the 
same time, however, a third concerns the households of the upper half of the 
living standards, namely the 6th to last deciles.  
 
Figure 4 – Distribution of budget cost of the 2005 PPE per standard of living decile 
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Source: INSEE 2005 Ines model on the basis of the 2003 taxable income survey (ERF)  
 
This finding is not surprising: the first decile of the population includes many 
households who are excluded from employment or only have access to very short-
term jobs. Even though the premium was increased for these hort periods of work, 
the scheme remains an earned income supplement and not an income substitute 
(which would be a negative tax).  
 
On the other hand, the eligibility limits on household taxable income are 
relatively high with respect to the distribution curve of such income. In order to 
understand this situation, it is necessary to consider the eligibility limits in detail. 
For a couple without children, when one person is working with a wage 1.6 times 
the SMIC and the other receives a half-time SMIC, the ceiling allows them to 
receive the PPE on the latter wage.  
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With two children, a couple where one person is working with an annual wage 1.7 
times the SMIC and the other with a full-time SMIC will receive the maximum  PPE 
(540 euros plus a supplement of 70 euros for the children). 
 
In its first report, Access to employment and social protection (CERC, 2001), the 
CERC stressed that the PPE did not adequately bolster the low incomes of persons 
without access to complete employment (i.e., full time during the entire year). 
This point was partly corrected by the 2003 reform. The CERC also emphasised 
that the budget cost would be high for small redistributive effects, because of the 
upper limits established for the tax household’s total income, in the case of 
couples with or without dependent children. It recommended a revision which 
would reduce these upper limits and thus permit the budgetary effects to be 
concentrated on the low-income brackets.  
 
It is also necessary to analyse the scheme from the standpoint of work incentives. 
Supplementing the income from a relatively low-paid job increases the monetary 
advantage of taking a job rather than remaining out of work. In the case of a 
purely individual scheme, such as the CSG ‘refund’, the decisions within a couple 
were independent. This is no longer the case once the tax household’s total 
income is taken into account, but it then becomes necessary to distinguish 
between single persons and couples.  
 
For a single person, the incentive comes from the disparity between the income 
obtained from the RMI and that from a job plus the PPE premium. But for a couple 
without children, where only one person would be working full-time, the gain 
from a second job to be taken into account is the totality of the wage plus the 
PPE.4 If the partner takes a full-time job at SMIC level, he or she will not be 
eligible for the PPE, which only provides an incentive for part-time work. In the 
case of a couple with two children where one person works full-time at 1.7 times 
the SMIC, the additional incentive created by the PPE for the employment of the 
other person is applicable to a full-time job. 
 
The question here is how much the society is willing to pay, for the test cases 
presented above, in order to offer greater incentives, through eligibility for the 
PPE, for an inactive person to take a job at SMIC level when his or her partner is 
earning a wage above the median. A more limited ceiling for household taxable 
income would concentrate the incentive for the partner to work on poorer 
households, at a reduced budget cost.  
 
 
The social contributions applicable to wages (and other household income) were 
modified by the introduction of the CSG and CRDS and their progressive increase, 
along with a reduction in social contributions. This reduction resulted from both 
the partial substitution of the CSG for employee contributions and greater 
reductions in employer social contributions. As a result of the social levy (social 
security contributions and CSG-CRDS), the share of the direct wage in the 
compensation of employees declined sharply during the 1980s (Fig. 5); this trend 
levelled off in the 1993-2005 period (see also Document B). 

                                                           
4 . Less the income tax when the household is taxable, or would be with this second job. 
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Figure 5 - Share of the direct wage in the compensation of employees  
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Source : INSEE, national accounts and CERC estimations. 
 
 
Social transfers constitute an important share of disposable household income. An 
analysis of their main components and development was presented in Document 
D; this section is thus devoted to a general summary. 
 
In order to interpret the data concerning household accounts and notably social 
transfers, it is necessary to consider the conventions of the national accounts. 
These mainly concern health expenditures. When a household incurs healthcare 
expenses, one part is reimbursed, either by the general social security schemes or 
the supplementary ones. These payments are not included in household income 
(in compensation, only the non-reimbursed expense is counted in individual 
consumer spending). The amount assumed by the general or supplementary 
schemes is treated as public administration consumption. 
 
In order to take this into account, an ‘adjusted disposable income’ incorporates 
these reimbursements, along with hospital expenditures; in parallel, these 
expenses are added to individual consumer spending in order to define real 
household consumption. The social protection accounts published by the DREES, 
combined with the national accounts, provide a better reading of this domain 
(Bechtel and Duée, 2006). 
 
The same kind of treatment applies to other areas besides social protection 
because adjusted disposable income also includes the amount of education 
expenditures.  
 
The most noteworthy feature of the period is the very clear stabilisation of the 
share of social benefits in adjusted disposable income (Fig. 6) following a long 
period of increase. Thus, it was 27.2 percent in 1978, rose to 32.9 percent in 1993 
and then to 34.8 percent in 2005 (with the decrease at the end of the 1990s 
coming from the combined effect of a more rapid rise in earned income because 
of the employment trend and the reduction of unemployment compensation 
expenditures). 
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Figure 6 - Share of social benefits in adjusted disposable income 
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Source : INSEE, national accounts. 
 
 
Overall, disposable household income rose, in constant euros, about 30 percent 
between 1993 and 2005, which amounts to an average annual rate of 2.2 percent 
(+1.7 % per capita and per year). This development was not regular, however: 
growth measured 1.4 percent between 1993 and 1997, 3.4 percent between 1997 
and 2002 and 1.4 percent between 2002 and 2005, trends which were largely in 
phase with the economic cycle.  
 
Adjusted disposable income (see box above) increased in value, slightly faster 
than disposable income in the strict sense, because of the growing share of the 
collective healthcare and education expenditures. In constant euros, its growth 
was slightly less rapid (2.1 % on the average and 1.6 % per capita), because of a 
faster rise in the prices of public goods and services taken into account in this 
adjustment.  
  
Figure 7 – Trend in purchasing power of disposable income 
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Source : INSEE, national accounts. 
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At a time when disposable income continues to rise, albeit at a moderate pace, 
how are we to explain the feeling among the households, as reflected in public 
opinion polls, that their financial situation has considerably deteriorated?5 What is 
the source of the growing controversy over this issue? 
 

Debate and opinions on prices and purchasing power 
Even if we cannot consider all the elements subject to debate, it is possible suggest a 
certain typology. There are, first of all, the findings of opinion surveys based on 
representative samples of the population (in general, the population of metropolitan 
France). Among these, the INSEE Business Survey, is particularly important. The 
considerable size of the samples, the sampling method, the continuity of the questions 
posed over time (even if there are certain breaks with changes in the kinds of surveys) all 
lead to findings which are doubtless more reliable than those of surveys which are more 
sporadic and carried out on limited samples. Two indicators from the INSEE surveys are 
useful for bringing out the disparities existing today between opinions and measurements: 
the first is the overall opinion of the households about price trends in the past and the 
second, their overall opinion about their present financial situation.  
In addition, the findings of surveys carried out by various professional organisations on 
the evolution of their members’ incomes (notably wage incomes or those of certain 
medical professions) are made public. In this case, it is necessary to compare these data 
with the findings of the official statistics corresponding to these limited fields. Document 
F demonstrates the variability of category-based income trends. 
Other subjects of debate concern the way prices are measured or the definition of income 
to be used in discussing changes in purchasing power. Criticisms have been developed, 
notably by consumer organisations, and these have even served as arguments in the 
advertising campaigns of certain mass distributors.  
 
The issue has been analysed within the framework of the National Council on 
Statistical Information (CNIS), an institution which permits in-depth exchanges 
between statistics producers and users (elected officials, social partners, 
researchers, public administrations, organisations). These studies have been 
summarised in the March 2006 issue of the CNIS Chronique, on which the 
following analyses are based (CNIS, 2006a). 
 
 
Changes in the total household income, as provided by the national accounts, 
should obviously not be compared to individual opinions on the evolution of their 
incomes or an estimate of the evolution of average income per household. At 
present, the French population is increasing about 0.6 percentage points a year 
and this means that there is already a considerable disparity between total growth 
and per capita growth (cf. Fig. 7 below). Thus, the average annual growth of total 
disposable income is 1.9 percent over the 1993-2005 period but 1.4 percent on a 
per capita basis. 
 
When individuals are queried about their financial situations or the evolution of 
their incomes, their replies probably take their family situations into account. 
Indeed, a certain number of consumer needs are not proportional to family size 
(e.g., housing). For this reason, a ‘monetary standard of living’ or ‘equivalent 
income’ of each member of a household is established by dividing the total 
household income by its size measured in ‘consumer units’ (see also Document 
H). If the size of the households remained unchanged, the evolution of per capita 
income would be equal to that of the ‘equivalent income’.  

                                                           
5 . These feelings are expressed, in particular, in the Business Survey which INSEE has 
been conducting out since 1987.  
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price trends 

 
 
 
 
 

But household size is decreasing. Several factors contribute to this: the break-up 
of the traditional household, the larger proportion of people living alone, notably 
because of the delay in forming ‘couples’, the instability of family structures and 
the growing number of single-parent families, but also the ageing of the 
population and the rise in the number of retired households consisting of one or 
two persons. Equivalent income, which is probably closer to individual 
perceptions, thus rises a little more slowly than per capita income. In metropolitan 
France, the number of households increases by about 1.3 percent per year but the 
number of consumer units by 0.7 percent per year. 
 
There is, moreover, no contradiction between the fact of measuring an increase in 
the average household purchasing power and the fact that a significant proportion 
of individuals declare a deterioration in their financial situation or their income. In 
fact, there is another element to be taken into account: the very great variability of 
changes in income from one year to another for a considerable number of 
individuals. This variability applies above all to working-age households, both 
self-employed and salaried: each year, about 40 percent of wage-earners see their 
individual wage decrease, mainly because of the fluctuation of the duration of 
their employment or their working hours (cf. Document F). But other life-cycle 
events lead to falling income: each year, when a generation goes into retirement, 
most of these new retirees face a drop in income. In addition (cf. Document E), 
the present increase in the average income of these retirees has to do with the fact 
that the generations now going into retirement have higher incomes that those of 
the preceding ones. But for each retiree taken individually, the pension level has 
stagnated or declined in purchasing power over the recent period.  
 
Similarly, the arrival of a child generally causes a decrease in per capita income 
or the equivalent household income, in spite of the allowances or tax reductions 
provided. And conversely, when a young person leaves the family home to live 
independently, the parents’ standard of living improves.  
 
A rise in the average income is thus perfectly compatible with a large proportion 
of individuals declaring in surveys that their income has dropped. However, all 
the factors cited to explain that there is no inconsistency between the (moderate) 
increase measured in purchasing power and the opinions expressed are fairly 
fixed in time.6 They cannot explain the disparity, in 2001-2002, between the 
public opinion surveys and the statistical findings on purchasing power trends. 
Here, it is also necessary to consider how prices are measured and how they are 
perceived by individuals. 
 
 
In the Business Surveys, households are queried about changes in prices. On the 
basis of their replies, INSEE had established an indicator which was fairly well 
adjusted, at least until 2001, to the evolution of prices as measured by the 
consumer price index (CPI). However, a considerable disparity arose, even before 
the changeover to the euro in January 2002, between perceived inflation and the 
inflation measured in the CPI. Among the French households questioned in the 
Business Surveys about the foreseeable impact of the introduction of the euro on 
prices, 44 percent considered in June 1999 that it would have no effect on prices.  

                                                           
6 . Except for the fact that the number of births has increased since 2000 and retirements 
have accelerated, two factors which might reinforce negative opinions about the evolution 
of purchasing power.  
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In November 2001, they were only 21 percent, while the opposite opinion (that 
prices might well increase) had gone from 38 percent to 72 percent. 
 
Figure 8 - Perceived inflation and measured inflation 
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Note: households’ opinions concern the evolutions of prices in the 12 previous months. 
Answers are changed in opinion’s balance by difference between positives and negatives 
percentages. This balance corresponds to what is here called perceived inflation. The level 
of this balance is not directly analysable. Only the evolutions are. The measured inflation 
corresponds to  the consumer price index. 
Source: INSEE, business surveys on households 
 
In 2001 and early 2002, the most marked price increases were concentrated on 
certain foodstuffs or staples. This added inflation occurred in part before the 
changeover to the euro but coincided with the marking of prices in euros, which  
began in spring 2001 for foodstuffs in the supermarkets. Certain prices in the 
services, such as bars and restaurants, rose sharply in 2002 at the time of the 
changeover to the euro. Other inflationary factors, unrelated to the introduction of 
the euro, also came into play in this period, such as the acceleration of the 
construction cost index used to adjust rents, the end of the freeze on low-cost 
public housing rents, the increase in insurance rates and the revision of the rates 
of general practitioners (INSEE, 2003a).     
 
While the general price index showed a slight acceleration of inflation, partial 
indexes (e.g., supermarkets) showed a considerably sharper rise in prices. But the 
disparity with the public opinion indicator is much more marked. And this 
phenomenon was not limited to France (Fig. 9). 
 
What is specific to France, however, is the fact that, far more than elsewhere, 
public opinion remains persuaded that the inflation rose much more rapidly that 
what was actually measured. In June 2003, for example, 84 percent of the French 
had the feeling that they were spending more since the changeover to the euro 
(SOFRES poll). According to an October 2005 Eurobarometer poll, the French are 
proportionately more numerous than the Germans to have problems using the 
euro (61 % vs 51 %). This increased difficulty is reflected in the fact that 56 
percent of the French wanted dual price displays to be maintained, compared to 
only 33 percent of the Germans. And 33 percent of the French, as opposed to 16 
percent of the Germans, considered that they were spending more because they 
were less aware of what they were paying. The differences in the replies are not 
enough, however, to provide a complete explanation of the overestimation of 
inflation.  
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Figure 9 - Gap between Perceived inflation and measured inflation in Europe 
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Source: Eurostat, harmonised consumer price index and household surveys on evolution 
of the cost of life 
 
Indeed, other responses to the Eurobarometer poll go in the opposite direction. 
Thus, 66 percent of the French declared that they were mentally counting in euros 
during their daily purchases, whereas this was only the case for 48 percent of the 
Germans.7 Taken as a whole, then, this poll does not clearly show a lesser degree 
of adaptation to the euro which could explain part of the disparity between 
measured and perceived inflation. 
 
 
In this particular context, there has also been a revival of criticisms concerning 
the methodology of the price index and its possible diminution of inflation. 
 
First criticism: the field of the expenses taken into consideration 
 
The consumer price index does not cover all household expenses, notably those 
for acquiring housing. This criticism should not lead to calling into question the 
profile of the list of goods and services retained in the CPI (as in the household 
consumer price index of the national accounts) because the acquisition of housing 
concerns investment spending rather than consumer spending. On the other hand, 
the purchasing power of household incomes might be evaluated by a combined 
index taking into account a broader concept of expenditure, adding to consumer 
expenses those of acquiring a residence for personal, non-rental use. 
 
Second criticism: taking the quality effect into account in the measurement of 
prices 
 
The CPI measures changes in prices at constant product quality. When a product 
followed in the index disappears, it must be replaced by another one, with 
potentially different features (quality), as well as price. For this reason, it is 
necessary to distinguish between the quality effect and the price effect.  

                                                           
7 . A survey carried out in Germany in December 2004 indicated that 59 % of the 
population desired a return to the deutschemark (Institut für Demoskopie Allensbach, 
2005).  
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The quality effect was estimated at 0.3 percentage points between December 2002 
and December 2003; the price index increased 2.2 percent between these two 
dates and thus would have increased 2.5 percent without the quality effect 
(Guédès, 2004). While the quality effect must be taken into account, it is likely 
that some consumers are more sensitive to the variation in expense alone when 
they have to estimate price changes, especially when the quality effect is, in some 
ways, imposed on them. 
 
In face of public scepticism over the price index, the Ministry of the Economy 
advanced the idea of an index describing the value of ‘standard shopping baskets’ 
supposed to represent typical household purchases on the basis of a list of 
products established in close collaboration with consumer organisations. This 
indicator cannot be considered as a consumer price index, however, because it 
does not follow international standards. On the other hand, the establishing of 
category-based indexes, whether by kinds of households or distribution circuits 
(cf. the index of supermarket prices), which are now published by INSEE, are 
constructed with the same standards as the consumer price index.  
 
 
Another group of criticisms bear on the fact that price increases affect households 
very differently depending on the structure of their expenditures and the 
possibility of access to various distribution circuits. While it is impossible to 
calculate a specific prix index for each household, we might ask whether it is 
necessary to establish price indexes which correspond more closely to certain 
categories. This would involve weighting the basic indexes coming from the 
INSEE price lists by the consumption structures proper to each category. The 
results of an analysis of the different price trends according to standard of living, 
the age of the household’s reference person, his or her socio-professional category 
and the household composition have been presented by INSEE in an annual ‘social 
portrait’ of France (INSEE, 2004, 2005) as well as in a working document 
(Guédès, 2006).  
 
The effect of differences in consumption structure on category-based price trends 
between 1995 and 2005 is marked above all by standard of living (household 
income per consumer unit). According to INSEE estimates, the price index which 
would thus be applicable to the households of the lowest decile of living standard 
increased, over the period, by 0.11 point per year faster than the CPI, while the rise 
of the category-based index of the highest decile was slower. The annual disparity 
in price trends between the households classified at the bottom of the income 
distribution and those at the top was 0.19 point. This gap is not insignificant in 
view of an average inflation rate of 1.5 percent over this period. It should be 
noted, however, that the major part of the gap is attributable to the rise in the price 
of tobacco products, which are consumed much less as income level rises. The 
price indexes based on the socio-professional categories confirm these results; 
thus, the category-based index for workers rises more rapidly than that for 
managers and professionals. Overall, INSEE concludes, ‘The disparities between 
category-based CPIs are small but their meaning is clear: the price of the shopping 
basket of the modest categories rises a little faster than that of the well-to-do 
categories over the period concerned.’ 
 
Another component of price differentiation affecting the households concerns 
where they live. Two elements are involved: the price level and its evolution. 
Among the most significant factors influencing price levels are rents and energy 
expenditures, which include fuel but also, and above all, heating.  
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The main contrast thus emerges between housing in rural or outlying urban areas 
and housing in the city. Over the 1996-2006 period, the price of the household 
shopping basket in rural areas increased 0.14 percent per year faster than that of 
households living in the greater metropolitan area outside of Paris (INSEE, 2006c).  
 
 
Debates on the evolution of purchasing power have introduced a final dimension 
which is that of ‘forced’ expenditures. Among household expenses, those 
resulting from contractual commitments are assuming a growing weight. These 
include above all expenses which are part of consumption (housing, energy, 
telephone, insurance, financial services, etc.) and which, according to INSEE, 
would have represented 31 to 37 percent of household consumption expenses in 
2002. But also included are non-consumption expenses (such as, for example, the 
reimbursement of loans). If we take these into account, nearly half of household 
expenditures would be ‘forced’ (CNIS, 2006a).  
 
This means that the budget which might give rise to trade-offs over the short term 
would be considerably reduced. The rising share of these forced expenses could 
thus feed the feeling of a deteriorating household financial situation or a loss of 
‘purchasing power’. Adopting such a point of view, one mass-distribution group 
actually carried out a public relations campaign on the theme of the decline in 
purchasing power. With the assistance of the economic survey research firm BIPE, 
this group developed a ‘real consumer purchasing power index’ measuring the 
evolution of ‘free income’, namely, according to BIPE, ‘that share of the income 
still subject to household trade-offs’.8  
 
This ‘free income’ approach is close to that of certain analysts of the social 
domain, and notably of poverty, who propose using a measurement of what is 
‘left for living’. A discussion of these notions in the context of the analysis of 
incomes would doubtless be useful. Income statistics published in the United 
Kingdom, for example, produce two series, before and after housing costs. One of 
the sensitive points of these approaches, however, is the arbitrary nature of the list 
of expenditures qualified as forced (e.g., should food expenses be deducted from 
income or just a fraction calculated from the standpoint of a minimum budget?). 
 
Whether or not they are forced expenditures, however, all of these elements are 
part of what we call the standard of living. And the answer lies more in fighting 
against social inequalities and income disparities than in producing more 
sophisticated indexes. 
 

                                                           
8. This income is calculated by deducting from gross disposable income the 
reimbursement of consumer credit and housing credits, rents and expenses tied to housing 
(heating, water and other rental charges), required insurance and public transportation. 
According to BIPE, it represents 67 percent of gross disposable income.   
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This document is devoted to the analysis of disparities in disposable household 
income and those relative to their wealth.  
 
Disparities in disposable income result from inequalities in earned income (cf. 
Document F) as corrected by redistribution schemes attempting to reduce them. 
Since this analysis draws on sources which have no equivalents in other countries, 
it remains strictly national. 
 
One of the difficulties in analysing income inequalities is that the available 
sources, in particular the Taxable Income Surveys (enquêtes revenus-fiscaux) 
carried out by INSEE, give a poor indication of income from assets and, in 
particular, underestimate all the incomes at the top of the distribution. The use of 
INSEE’s 2003-2004 Assets Survey should, however, provide us with considerably 
improved knowledge of these incomes and their impact on inequalities for the 
year 2003. But this information is not available for the earlier years.1 
 
This document is thus divided into two parts. The first concerns income 
inequalities as they are measured through the ordinary Taxable Income Survey 
and analyses the period from 1996 to 2004. The second part addresses inequalities 
in personal assets and the ways a better knowledge of this income can contribute 
to the measurement of inequalities; it deals with the year 2003. 
 

The Taxable Income Survey (enquêtes revenus fiscaux) 
 
The best available source in France for measuring income inequalities is the Taxable 
Income Survey (ERF), which has been carried out annually since 1996. It is based on the 
matching of the tax declarations for the progressive income tax (form 2042) and INSEE’s 
Employment Surveys. For the years before 1996, the matching of tax data was carried out 
with a sample drawn from the population census. 
 
This source is preferable to other surveys based on direct responses from the households 
because wage income is also declared by the employer (DADS labour data declarations) 
and self-employed income is also subject to outside monitoring. It is not perfect, however, 
and its main limitations must be indicated here. 
 
First of all, the field: the survey only bears on metropolitan France. Also excluded are the 
kinds of households which fall outside the Employment Surveys (persons living in 
institutions, the homeless or those with precarious housing situations). And last of all, 
certain households are not covered, beginning with those where the reference person is a 
student, because such households quite often receive income from their families which is 
not identified in the tax declarations, thus leading to a considerable analytical distortion 
for the bottom of the distribution. Households declaring a negative taxable income are 
also excluded. 
Second, the incomes identified are not exhaustive. Social transfers do not appear in the tax 
declaration. They are estimated by taking into account the composition of the household 
and its declared income.  Until now, this assessment has seemed satisfactory, even if it 
may lead to overestimated incomes in cases of non-recourse to the benefits to which a 
household is entitled; in coming years, it should be replaced by a direct match with the 
databases of the funds paying these benefits.  

                                                           
1 . An estimate was made for 1996 on the basis of the 1998 Assets Survey and another on 
1990 on the basis of the Financial Assets Survey of 1992 (Hourriez, 1999). It remains 
impossible to know whether the results corresponding to the estimate for 2003 can be 
compared to them.  
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I. INCOME INEQUALITIES 
IN THE TAXABLE 
INCOME SURVEYS 

 
 

1. The evolution of 
inequalities in 
standard of living 

 
 
 
 
 
 

 
The biggest problem involves assets income, which may be broken down into two 
elements: real-estate income and financial assets income. With regard to the latter, several 
categories exist. Income subject to the progressive tax normally appears in the tax 
declaration (form 2042) and income subject to withholding tax regime should also be 
indicated there: it contributes to the calculation of the base taxable income but does not 
enter into the calculation of the tax itself. France’s General Tax Division estimates that 
form 2042 declarations only include about a quarter of the income subject to withholding 
tax regime. This information has been taken up in the most recent Taxable Income 
Surveys, from the revised 2002 version to 2004. Life-insurance products, meanwhile, are 
subject to complicated tax laws. The taxation, which occurs at the conclusion of the 
contract, can take the form of either an income tax after the 20 percent standard allowance 
or a withholding tax at the flat rate of 7.5 percent. The amounts declared are quite small, 
notably from the standpoint of the income (premiums) reinvested in the insurance 
contract, which do not appear in the tax data sources. Last of all, an important share of 
investment income, notably from deposit accounts, is exempt from all taxation (except for 
the CSG in certain cases) and thus do not appear in the Taxable Income Surveys.  
 
Income from real-estate assets figures in the tax declaration but only partially. The 
implicit income which the owners derive from the fact of having a residence and not 
having to pay rent for it (known as imputed rents) is not assessed. 
 
All of these elements contribute to a limited vision of inequalities in resources: the 
underestimation of incomes in the upper part of the distribution, where a large part of the 
wealth is concentrated; the underestimation of the living standard of property-owners, 
who are proportionally more numerous in the older categories and/or those with incomes 
above the median; and at the bottom of the distribution, the failure to take into account the 
income of populations without fixed residences, which are mainly composed of the 
poorest individuals. 
 
 
It should be recalled that the findings presented in this part do not inventory the 
whole of assets income and that this can affect income distribution trends.2 
 
 
According to the Taxable Income Survey, inequalities in living standard 
underwent little change between 1996 and 2004. 
 
On 2004, the ratio between the lower limit of the highest decile and the upper 
limit of the lowest decile (D9/D1) was 3.1. The ratio between the threshold of the 
richest 5 percent and the first decile (p95/d1) was 3.9 and that between the last 
centile and the first decile, 6.1.  

                                                           
2 . According to national accounts estimates, income from real-estate assets showed fairly 
rapid growth (3.5 % per year in constant euros) between 1993 and 2006 but that from 
financial assets rose considerably less (0.8 %). Real-estate income appears in the Taxable 
Income Survey for rental property. Taking into account imputed rent income, which is not 
assessed in the survey, would probably lead to a more favourable evolution of the incomes 
of the highest deciles, where the households more often own their residences. With regard 
to financial assets income, the influence on the trends between 1993 and 2004 is probably 
less, especially since some of this income not taken into account in the survey (savings 
plans and fixed-yield products subject to withholding tax regime) was affected by the drop 
in real interest rates. On the other hand, the growth of life-insurance products, which was 
very rapid over the period (see Document G), was probably more profitable to the top of 
the distribution. 
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Two measurements of income inequalities are rather easily presentable and commonly 
used. Once the individuals are classified by equivalent income or living standard, they can 
be distributed in deciles (or centiles) and the limits of these deciles (or centiles) analysed 
by comparing, for example, the lower limit of the highest decile (D9) and the upper limit 
of the lowest decile (D1).3  
It is also possible to compare total living standard in each of these deciles. The first 
measurement is more robust than the second because it is less sensitive to the extremes, 
which may correspond to the reality but may also reflect measuring errors.   
 
The same year, the individuals of the first decile (the 10 % with the lowest living 
standards) represented 4 percent of the total living standards, which amounts to 
5.6 times less than the 10 percent benefiting from the highest living standards 
(Table 1). The greatest leap on the distribution ladder occurs between the ninth 
decile, which covers 11.4 percent of the living standards, and the last decile, 
which covers 22.6 percent.  
 
Table 1 – Share of the total living standard of each decile  

        in percent 
 D1 D2 D3 D4 D5 D6 D7 D8 D9 D10 Whole 

1996 3.8 5.5 6.5 7.5 8.4 9.4 10.5 12.0 14.4 22.1 100.0 

2004 4.0 5.6 6.6 7.5 8.3 9.2 10.4 11.8 14 22.6 100.0 

Reading note: In 2004, the 10 percent with living standards between the second and et the 
third decile have received 6,6 % of the total living standard.  
Sources: Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI 
 
Between 1996 and 2004, the richest 10 percent saw their share of the total living 
standard go from 22.1 to 22.6 percent, while the share of the poorest 10 percent 
went from 3.8 to 4 percent. The inequality measured by the ratio between the 
average living standards of the two extremes thus decreased slightly, going from 
5.8 to 5.6 percent. This relative stability of income inequalities in recent years 
contrasts with the fairly sharp drop found between 1970 and the early 1990s 
(Hourriez and Roux, 2001). Indeed, the D9/D1 ratio mentioned above (3.1 in 
2004) went from 4.8 in 1970 to 3.9 in 1984, 3.4 in 1990 and 3.3 in 1997. The 
slightly different processing of the Taxable Income Surveys between the first 
years and the present series does not call this break in the trend into question. It is 
rather to be explained in large part by the  improved incomes of retired 
households during the 1970s and 1980s, owing to better pensions and a 
considerable increase in the old-age minimum (see Part I). 
 
Over the 1996-2004 period, the rise in living standards of the different deciles 
was not homogeneous: the two extreme deciles advanced slightly faster than those 
in the centre (Table 2). It should be noted that if the evolution of each decile’s 
purchasing power is evaluated by using its category-based price index (see 
Document G), the rise in the living standard of the first decile is brought down to 
2.6 percent per year while that of the 10th decile becomes 2.4 percent.  

                                                           
3 . The standard of living or equivalent income of one individual from a household is the 
household income divided by its size measured in consumer units, with the first adult 
counting as one unit, the other persons over 14 years old as one half-unit and each child 
under 14 as 0.3 units. The sum of the living standards of the household members is thus 
not the household income; as a result, the total living standard of a decile or of the whole 
is not equal to the income of the corresponding households.  
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2. Household 
characteristics and 
living standards 

 
 
 
 
 

Table 2 - Evolution of purchasing power of living standards by decile 
     Annual average in %  
      Deciles From 1996 to 2004 

First 2.7 
Second 2.3 
Third 2.3 
Fourth 2.1 
Fifth 1.9 
Sixth 1.8 
Seventh 1.9 
Eighth 1.8 
Ninth 1.7 
Tenth 2.3 
Whole 2.1 

Sources : Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI.  
 
 
Beyond the simple description inequalities in income or living standard, it is 
useful to give a more precise description of the households concerned. We shall 
begin by detailing the breakdown of the households within the standard of living 
distribution. We shall then sketch a more global portrait of two groups: the class 
which may be described as median (and which is rarely described), and, in 
counterpoint, the households of the wealthiest decile. The data for the households 
of the poorest decile figure in each descriptive table but are not discussed here. 
Indeed, such an analysis would completely coincide with that of poverty, which is 
presented in Document K, since the poverty levels frame the limit of that decile.4  
 
The investigation bears on the year 2003. In order to describe the households, 
various features of the reference person are used: his or her socio-professional 
category, age, diploma and work activity. Also considered are the composition of 
the household, the employment situation of the partner and location. Our analysis 
focuses on the cases where the weight of one feature, for the median group or the 
wealthiest one, clearly stands out from the case of the household population as a 
whole. This first exploration merits further analysis because the features 
considered are obviously not independent of one another. 
 

Households and individuals: 
precautions to be taken in interpreting findings 

The data presented here correspond to the distribution of the living standards of the entire 
population. Each household member is attributed the same living standard (disposable 
household income divided by the number of consumer units). When breakdowns are 
established according to the criteria of the household’s reference person, each member of 
the household intervenes in the calculation with the features of the reference person. In 
other words, each reference person has a weight equal to the number of members of the 
corresponding household. To give one example, for the distribution according to the 
reference person’s highest diploma, a couple where that person has a baccalauréat (high 
school diploma) and the partner a CAP (vocational certificate), with a child in primary 
school, would be counted as three baccalauréats.   

                                                           
4 . The poverty levels are calculated on the basis of a living standard which can be either 
50 % or 60 % of the median living standard.  
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2.1. Disparities 
according to 

social categories 

 
The different social categories do not benefit from the same standards of living 
(Table 3).  
 
Table 3 –Average standards of living(a) and evolution of purchasing power,  
                   by social category of the household’s reference person. 
 

 Social categories 
 
 

Living 
standards in 
2004 (euros) 

Annual average 
evolution 

1996-2004 
(in %) 

 Farming households 14,126 2.2 
Craftspersons, shopkeepers, and heads of companies 21,537 2.1 
 Managers and higher intellectual professions 28,619 1.2 
Middle -level professions  19,224 1.2 
 White-collars 14,905 1.3 
 Blue-collars 14,183 1.6 
 Retired persons 17,294 1.1 
Unemployed persons (b) who have never worked and 
other non-labour force participants 13,237 2.2 
The whole population 18,030 1.6 
Notes:  (a) The standard of living or equivalent income of a household’s person is the 
disposable income ot the household divides by its size measured in consumer units.  
            (b) Unemployed persons are classified as labour force participants according to 
their previous profession ; those who have never worked are classified as other non-labour 
force participants.  
Sources: INSEE-DGI, Taxable Income Survey (enquêtes revenus fiscaux)year 2004. 
 
Among the households where the reference person is economically active, the 
members of farming households have the lowest living standard (14,126 euros in 
2004). The members of households of managers or higher intellectual professions 
(which mainly include professionals) are the best off (28,619 euros). 
 
Retired persons have shown the lowest increase in living standard among all the 
social categories. Between 1996 and 2004, it increased 11.3 percent, while that of 
the working population rose 13.6 percent (INSEE, 2006e). However, while the 
average living standard of retirees is below the average, it remains higher than 
that of farmers, blue- and white-collar workers and unemployed persons who 
have never worked.It should also be noted that the percentage of retired persons 
owning their residences is higher than the average. Nearly three-quarters of retired 
households own their main residences compared to one out of two households on 
the average (INSEE, 2006d). Taking imputed rents into account would result in an 
increase in their living standard and its evolution since 1996 because of a rise in 
rents greater than that of the average price index. Retired persons with few assets 
who do not own their homes have been particularly hard hit by the slight 
adjustment of pensions, which constitute nearly 80 percent of retired households’ 
income before taxes (as defined in the Taxable Income Surveys). 
 
Within each social category, however, inequalities in living standards are 
substantial. They are sharper for the households of farmers, craftspersons or 
shopkeepers, who are distributed over all the deciles, from the lowest to the 
highest. They are less marked within other social groups. Managers and the 
intellectual professions tend to be concentrated in the upper deciles. Blue- and 
white-collar workers are strongly present in the lower deciles. And the middle-
level professions are for the most part found in the median deciles (Table 4).  
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2.2. Other features 
 

Education and 
training 

 
 
 
 
 
 

Table 4 – Distribution of the persons of different levels of living standard by social 
categories of the reference person of the household. 
 year 2003               in % 

 
bottom 
10 % 

Median 
deciles

top 
10 % 

Top 5 % The whole 
population 

 Farmers 5.4 1.7 1.3 1.1 2.1 
 Craftspersons, shopkeepers and heads 
of companies 7.0 4.5 11.7 15.2 5.5 

 Managers and professionals 1.8 5.7 48.4 53.9 12.7 
Middle -level professions 5.4 20.2 12.7 9.3 16.3 
 Skilled white-collars 6.0 10.1 1.4 0.5 7.6 
 Unskilled white-collars s 6.8 2.9 0.2 0.1 3.0 
 Skilled blue-collars 15.6 21.5 2.3 0.9 17.4 
 Unskilled blue-collars 12.5 5.3 0.1 0.1 5.9 
 Previous farmers 3.8 1.1 0.4 0.3 2.0 
 Previous craftspersons, shopkeepers 
and heads of companies 3.3 1.7 3.0 3.6 2.4 

Previous managers and professionals  0.6 1.8 10.8 9.4 3.3 
Previous middle -level professions 1.5 5.5 2.6 3.7 4.7 
Previous white-collars  6.9 5.5 1.3 0.9 4.8 
Previous blue-collars  14.5 10.4 0.7 0.1 9.0 
Unemployed persons who have never 
worked 3.5 0.4 0.2 0.2 0.8 
Non-labour force participants less 
than 60  3.7 

1.0 1.2 1.2 
1.5 

Non-labour force participants more 
than 60 1.8 0.7 0.6 0.6 1.1 
Persons who have never worked and 
other non-labour force participants 9.0 2.2 1.9 2.0 3.4 

Note: Middle level deciles are the 5th and the 6th deciles. 
Reading note: there are 5.4 percent of persons living in households where the reference 
person is a farmer having a living standard in the bottom 10%. 
Field: persons living in households where the taxable income is positive or null and where 
the reference person is not a student 
Source: Taxable Income Survey (enquêtes revenus fiscaux),  INSEE-DGI 
 
The higher the diploma level, the greater the chances of having a high living 
standard (Table 5). Those with full higher-education diplomas have five times 
more probability of belonging to the wealthiest 5 percent of the population than 
baccalauréat-holders. Conversely, having few or no qualifications sharply 
increases the risk of being in the bottom 10 percent.  
 
Table 5 - Distribution by diploma level of the reference person 
year 2003         in % 

 Bottom 
10 % 

medians 
deciles (a) Top 10 % Top 5 % The whole 

population 
Full higher 3.3 5.0 45.2 55.1 11.4 
Bac + 2 2.9 7.9 12.3 10.1 8.4 
Baccalauréat 7.5 12.1 13.6 11.2 11.8 
CAP-BEP 24.6 35.3 13.3 10.2 27.8 
Few qualified 61.8 39.7 15.6 13.4 40.6 

(a) Deciles 5 and 6. 
Sources: Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI. 
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Household 
composition 

 
 
 
 
 

 
The composition of the household, combined with the economic activity, 
differentiates the living standard deciles much less than the preceding criteria 
(Table 6). The relationship to employment is clear among the households whose 
reference person is not retired, with a contrast between unemployment (even 
when the partner is working) and employment situations, in particular, the length 
of the work week (full or part time). That said, the relationship is complex. 
 
Table 6 - Distribution by kinds of household, employment situation and working time  
Year 2003        in % 

Types of household 
Bottom 
10 % l

median 
deciles

(a) 

Top 
10 %

Top 5 % The whole 
population
 

Active single person 7.3 6.1 5.3 4.8 5.9 
inactive single person  9.9 6.2 3.9 3.3 6.8 
Single-parent families 17.5 7.8 2.9 2.3 8.4 
Couples without children 0 active person(b) 6.6 12.3 10.9 9.8 11.6 
Couple without children 1 active person 2.5 3.3 7.9 8.6 3.8 
Couple without children 2 inactive people 3.0 6.5 18.7 19.1 8.2 
Couple with children 0 active person 5.3 2.8 1.4 1.7 2.8 
Couple with children 1 active person 23.7 11.0 9.6 11.6 13.6 
Couple with children 2 inactive people 18.6 40.4 37.7 37.5 35.3 
Compound household 5.7 3.7 1.7 1.3 3.7 
Employment situation of the reference person 
employee 30.7 63.0 53.8 48.5 57.1 
Self employed 12.0 6.7 23.4 31.7 9.1 
Unemployed person 21.3 2.5 1.2 1.1 5.0 
pensioner 17.5 24.4 18.1 15.9 23.1 
Other inactive 18.5 3.3 3.4 2.9 5.7 
Employment situation of households where the reference person is not retired 
Employee, single person 7.8 11.9 6.0 4.4 9.9 
Employee, active  partner 9.8 41.1 39.9 34.6 35.8 
Employee, inactive partner  13.1 10.0 7.9 9.5 11.3 
Self-employed person, active partner  7.2 5.1 16.3 21.5 6.7 
Self-employed person, inactive partner  2.9 1.1 5.3 7.8 1.6 
Single unemployed person  8.7 0.5 0.1 0.0 1.7 
Unemployed person, active partner  6.2 1.8 0.8 0.9 2.1 
Unemployed person, inactive partner  6.4 0.2 0.3 0.2 1.1 
Single other inactive person  9.9 0.6 0.2 0.2 2.0 
Other inactive person active partner  4.1 1.7 1.8 1.3 2.0 
Other inactive person, inactive partner  4.5 1.1 1.5 1.4 1.7 
(a) Deciles 5 and 6. 
Field: Persons living in households whose the taxable income is positive or null and 
where the reference person is not student. 
Sources: Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI. 
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Location 
 

Table 6  continued  
Working time of households where the reference person is not retired 
Part-time(less than 80 %)(b) 10.4 3.5 2.2 1.5 4.4 
Full time or two part-times  26.0 29.7 26.4 29.0 28.7 
One full time and one part-time 5.5 15.8 16.5 17.5 13.7 
Two full times 7.1 25.9 37.2 36.1 24.6 
Seniority in the company 
Less than 5 years 19.3 21.7 16.4 16.4 20.7 
More than 5 years 19.9 47.0 60.6 63.6 44.2 
 (b) The number of active people and the working time concern only the reference person 
and his or her partner. 
Field: Persons living in households whose the taxable income is positive or null and 
where the reference person is not student. 
Source : Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI. 
 
Thus, the frequency of couples where the reference person is salaried and his or 
her partner in work is considerably higher among the median households than in 
those of the bottom 10 percent. This same frequency declines near the top of the 
distribution, however; it is lower in the top 10 percent than among the households 
of the median deciles.  
 
This is especially the case for the 5 percent of households with the highest living 
standard. Here, the reference person has a high earned income and the labour-
market participation of the partner is not imposed by the need to ensure an 
adequate income for the household, thus leaving room for other decision-making 
criteria. On the other hand, in order for less well-to-do categories to arrive at a 
median living standard, it is often necessary for the two partners to be in work. 
Age 
 
Table 7 - Distribution by age of the reference person  
 year 2003              in % 

 Bottom 
10% 

median 

deciles (a) 
Top 10 % 

s 
Top 5 % The whole 

population
 

Under 30  10.0 9.0 2.9 2.3 8.2 
30 to 59  72.9 67.6 75.7 77.0 68.7 
Over 60  20.8 23.4 21.4 17.1 23.2 

(a) Deciles 5 and 6. 
Sources: Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI. 
 
The three age groups used for the reference person privilege the relationship to 
employment. Those who are under 30 and in the process of entering the labour 
market are distinguished from the most active individuals, aged 30 to 59, and 
those over 60. Households where the reference person is young are more present 
in the lower half of the population, notably because of the difficulties of entering 
employment and the slight effect of seniority on the earned income level. For the 
other age brackets, there is practically no difference between the deciles. 
 
 
This criterion is closely correlated to living standard. Two factors are involved: 
jobs with high added value (and a high level of wage or self-employment income) 
are concentrated in the major urban areas and notably in the greater Paris region. 
At the same time, the cost of housing pushes low-income families towards more 
outlying areas.  
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3. The ‘medians’ 
 
 

Table 8 – Distribution by household’s location  
  year 2003              in % 

  
Bottom 10 

% 

median 
deciles

 (a) 
Top 10 % 

Top 5 % 

The whole 
population

size of urban area      
Outside urban area 29.5 25.6 12.7 10.8 24.1 
Under 200 000 inhabitants 22.3 25.1 17.6 18.2 24.0 
under 2 millions inhabitants 33.9 33.2 33.0 31.9 32.9 
Greater Paris region 14.4 16.1 36.7 39.1 19.0 

(a) Deciles 5 and 6. 
Sources : Taxable Income Survey (enquêtes revenus fiscaux), INSEE-DGI. 
 
 
Who are the households with living standards close to the median, in other words, 
those in the fifth and sixth deciles? In 2003, 20 percent of the metropolitan French 
population had an annual living standard of between 13,900 and 17,300 euros, or 
1,160 to 1,440 euros a month. Expressed in terms of the income of the different 
kinds of households, this means that, for a single person, the monthly disposable 
income fell  between these two limits; for a couple without children, it was 
between 1,740 and 2,160 euros and for a couple with two children under 15, 
between 3,470 and 4,330 euros. 
 
The median households do not differ from the population as a whole with regard 
to the age of the reference person or the household composition. The weight of 
households composed of couples without children is slightly lower than that 
within the whole of the population (22 % vs 24 %) and that of couples with 
children, slightly greater (54 % vs 52 %). These households reside less often in 
the greater Paris region (16 % vs 19 %) and more often outside of urban areas or 
in small communities. 
 
The most interesting features are those related to employment situations. First of 
all, the reference person is less often a graduate of full higher education (5 % vs 
11 % overall) and more often has a CAP or BEP short vocational training certificate 
(35 % vs 27 %).5 He or she is more often salaried (63 % vs 57 %), in the private 
sector (49 % vs 45 %) and holds a full-time job (67 % vs 62 %). 
 
For households with children, couples with two working parents are more 
frequent (40 % vs 35 %), as with couples as a whole (47 % vs 44 %). In order to 
ensure a median living standard, these households are more often faced with the 
need to balance work and family responsibilities, which is not made any easier by 
the more outlying location of their residence. The partner is more often employed 
in the private sector (32 % vs 28 %). 
 
While the reference persons of the ‘median’ households belong to all the socio-
professional categories, the middle-level professions (20 % vs 16 % as a whole), 
skilled white-collar workers (10 % vs 8 %) and skilled blue-collar workers (22 % 
vs 17 %) are over-represented. On the other hand, managers and professionals are 
less numerous (6 % vs 13 %). Between professions, the relationship to 
employment is fairly different in the couples. When the reference person is a 
manager or a professional, he or she is more often the only one working (54 % vs 
37 %).  
                                                           
5 . It should be recalled that in these percentages, each household is weighted by the 
number of persons it includes. 
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4. The ‘rich’ 
 
 
 
 
 
 

The households with two working adults, including one part time, are less 
widespread among the median households where the reference person is a 
manager than among the whole (20 % vs 23 %). The difference is even greater for 
the median households where both adults work full time (20 % vs 37 %). Thus, 
for a household where the reference person is a manager or professional, the fact 
of having an income situating it in the median section of living standards often 
depends on the inactivity or partial activity of the partner.6 The profile is fairly 
similar for the middle-level professions: the household configurations where one 
person works full time, and that where one of the two adults works full time and 
the other part time are over-represented (respectively, 42 % vs 36 % and 24 % vs 
20 %). 
 
In the median households where the reference person is a skilled white- or blue-
collar worker, it is rarer to have only one full-time job (35 % vs 39 %) and more 
frequent for both members of the couple to work full time (40 % vs 34 %). And 
when the reference person is an unskilled blue- or white-collar worker and the 
household is nonetheless within the median for living standards, the configuration 
with two working adults is nearly twice as frequent as in the population as a 
whole (42 % vs 23 %). 
 
 
Because of the fairly wide dispersion of the living standards in the top 10 percent, 
two overlapping groups are described: The first is made up of all the households 
in the highest decile and the second, the 5 percent with the highest living 
standard. They will be discussed at the same time, with the features of the second 
group, the ‘richest 5 percent’, generally accentuating the differences which 
emerge between the first group and the population as a whole.  
 
In 2003, the living standard of the members of the households in the top 10 
percent was more than 28,000 euros a year, or 2,330 euros a month. This is 1.6 
times the highest living standard within the median group analysed above (or 
twice the actual median living standard). For the ‘richest 5 percent’, the living 
standard was 34,000 euros a year, or 2,900 euros a month. It should be recalled 
that the Taxable Income Survey used here greatly underestimates assets income, 
which is very concentrated at the top of the income distribution. Taking this 
income into account would probably not lead to many reclassifications of 
households with a lower living standard on the uncorrected scale to a corrected 
living standard in the top 10 percent, at least for the working-age households. 
Two likely conclusions may be drawn from this situation: first, that the distance 
in living standards between the households of the bottom 10 percent and those of 
the ‘median’ households is underestimated; second, and more important for what 
follows, that most of the features of the ‘rich’ households which will be brought 
out would be identical with a more complete measurement of the incomes.  
 
The ‘rich’ households, and especially the ‘richest 5 percent’, are concentrated 
above all in the 30-59 age group for the reference person: there are very few 
young people (3% and 2 % vs 8 % in the total population), and somewhat fewer 
persons over 60 (21 % and 17 % vs 23 %).7  

                                                           
6 . It was not possible, at this stage, to refine the analysis in function of factors such as 
location, presence of children, their age, etc., which could explain the trade-off between 
income and employment.  
7 . In this group of figures, the first two percentages correspond to the household members 
of the top 10 % followed by those of the ‘richest 5 %’. 
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II. ASSETS AND INCOME 
FROM ASSETS 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. Amount and 
structure of wealth 

 
 

There are fewer single persons and more members of single-parent families 
(Table 6) and couples without children are over-represented, notably for those 
where a single member is active (8 % and 9 % vs 4 %), and even more so for 
those where both partners work (19 % in both cases vs 8 %). The wealthy 
households live in the greater Paris area much more often (32 % and 35 % vs 16 
%). They reside much less often in rural areas (17 % and 14 % vs 26 %) and 
slightly less often in small urban areas.  
 
The reference person is much more a graduate of full higher education (45 % and 
55 % vs 11 %). Among the non-retired households, he or she is almost always in 
employment and there is a high proportion of self-employed persons (23 % and 
32 % vs 9 %). The large concentration of self-employed professionals in the 
households of the ‘richest 5 %’ is further reinforced when the partner’s 
employment is taken into account. It is also more frequent than in the population 
as a whole for both partners to be in employment and work full time, including 
when the reference person is a manager.  
 
 
The knowledge of assets and the income they generate, like inequalities in the 
distribution of wealth and their consequences for income inequalities, is very 
incomplete in France and this is frequently the case in other countries as well.  
 
Household wealth can be evaluated with sources external to the households concerned 
(notably financial institution statistics for investment assets), albeit not without 
difficulties, but these sources hardly allow us to provide the distribution by household 
categories (although they could be put to more use). Tax declarations only bear on certain 
assets income, namely that subject to progressive taxation (which is better known because 
it is declared by third parties), and income subject to withholding tax regime, (which is 
very widely underestimated in the tax declaration: see the box on the Taxable Income 
Survey). Other tax sources which could improve our knowledge have not yet been used 
(e.g. ‘wealth tax’ declarations). Directly querying households about the structure and 
amount of their assets or the income they generate leads to considerable underestimations 
of both amounts. These direct surveys are indispensable, however; in particular, they 
allow us to know that such and such a product is held, even if the amount is not correctly 
identified. When such surveys are used to examine inequalities in wealth and income, the 
main question concerns the methods to be applied in order to correct the replies. 
 
 
The household wealth assessed by the national accounts (gross assets excluding 
loans, notably for the acquisition of housing) represented, in 2005, 8,067 billion 
euros, or 75 percent of the net national wealth.8 Non-financial assets essentially 
include the value of land and that of housing.9 A considerable rise in land prices 
has led to the fact that, in ten years, the plots of land, which represented just over 
a third of the value of housing alone in 1995 now represent 1.2 times that amount. 
This explosion of land prices, 7 percent a year between 1995 and 2003 (Baron, 
2006), has contributed to the shortage of new housing construction as well as its 
growing distance from urban centres (Document J). 

                                                           
8 . Assets are not taken to include durable goods (vehicles, furniture) which, at the time of 
acquisition, are considered as consumer goods, even if the services they provide last 
several years. As a result, household assets do not take into account works of art.  
9 . In the balance sheet of wealth, the value of a residence is separate from that of the land 
it occupies. 
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 Table 9 - Amount of non financial assets held by households 
 and share of the national total 

 Amounts (billions of euros) s Share held 
 1995 2000 2005 1995 2000 2005 
Non financial assets 2,323.0 3,020.9 5,906.0 49.7 50.7 55.8 
Housing 1,482.8 1,804.7 2,500.6 81.4 81.7 82.3 
Plots of land 570.7 918.8 3,047.0 64.7 63.0 65.3 

Source: INSEE, National accounts. 
 
In the previous period of rising real-estate prices, between 1985 and 1990, the 
disparity between the increases in real-estate prices and consumer prices did not 
exceed 5 points. After an interlude of relative decline from 1992 to 1997, the 
combination of strong pressures on demand (continued demographic growth, 
reduction in the number of persons per household, increase in the size of housing, 
etc.) and low interest rates contributed to a sharp rise in real-estate prices. Every 
year since 2003, this increase has exceeded that of the consumer price index by 10 
points (Boissinot and Friez, 2006).   
 
At the end of 2005, nearly 57 percent of households owned their homes or were in 
the process of becoming homeowners, compared to 54 percent in 1992. 
Household credit is not limited to loans for acquiring real estate, even if these 
constitute the major part. It represents about 8 percent of their total gross assets 
and 13 percent of their gross assets in housing and land alone. 
 
The household debt ratio, which is now measured in terms of the whole of their 
debts (and no longer just the debts incurred each year) divided by their disposable 
income, has thus undergone a new acceleration since 2003. In 2005, it exceeded 
65 percent, compared to less than 50 percent at the beginning of the 1990s. At the 
end of 2005, the households’ outstanding credits for housing represented 45 
percent of their gross disposable income, compared to 31 percent in 1996, at the 
low point of the real-estate cycle. Over the same period, the average length of the 
repayment period has gone from 13 to 17 years.  
 
The households’ gross financial assets break down into three groups of 
comparable size: 
- Cash and cheque accounts (980 billion euros), representing about 11 percent of 
their assets in 2005 compared to 17 percent in 1995. For their current transactions, 
the households maintain one quarter of their deposits in the most liquid form, 
cheque accounts or cash, which represent three and a half months of consumer 
spending. Apart from the cheque accounts, deposits essentially include savings 
plans (building society savings plan, etc.) and passbook savings accounts (Post 
Office accounts, industrial development savings account [CODEVI], etc.). 
- The share of stocks and pooled investment (OPCVM) securities held directly in 
household portfolios is relatively limited. After the peak of 14 percent reached in 
1999, it came back down (in the wake of the bursting of the dot-com bubble) to 
10 percent in 2005, which is equivalent to the proportion observed in 1995. 
French households have few directly held stocks and other interests; they delegate 
the diversification of their financial assets to intermediaries such as the insurance 
companies and the OPCVM. They thus become rights holders in the funds of the 
securities involved. The OPCVM securities offer more available savings than the 
recourse to life insurance but benefit from fewer tax breaks. Only a very small 
portion of  fixed-income securities (bonds, Treasury bonds) are held by the 
households; 90 percent are held by companies. 
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2. Concentration of 
wealth and 
inequalities 
 

 
 
 
 
 
 

- The actuarial reserves of life insurance, in other words, the value of the assets 
set aside by the insurance companies in order to meet their obligations to the 
beneficiaries, are entirely held by the households and constitute the largest item in 
their financial assets. (At the end of 2005, they represented 1,000 billion euros, 
with the remainder of the actuarial reserves held by the households corresponding 
to general insurance.) This is also the form of investment which showed the 
greatest growth over the 1995-2005 period (Boissinot and Friez, 2006). 
 
 
The INSEE Wealth Surveys (enquête Patrtimoine), the most recent of which was carried 
out in 2004, permit a good analysis of the different assets involved, but the collection of 
the amounts of assets held by the households as a whole is of poorer quality, with an 
underestimation sometimes approaching half of the national accounts estimates based on 
financial institution statistics. The elements describing the concentration of wealth thus 
remain subject to uncertainty: the rates of under-declaration vary with the products and 
may well vary according to the level of income or wealth. 
 
Assets are very highly concentrated, and much more so than income. Within the 
2004 Wealth Survey, the richest 10 percent of the households had holdings above 
320,000 euros (per household) while the poorest 10 percent had less than 900 
euros (Table 10). Thus, the richest 1 percent of the households possessed 13 
percent of the wealth, and the richest 10 percent, nearly half (46 %), while the 
least rich 50 percent held only 7 percent.  
 
Table 10 –wealth  distribution  
 

Percent of 
 households 

Lower treshold  
in thousands of euros 

Total amount of households’ wealth 
in % 

1 1,270 13 
10 382 46 
50 99 93 

Note: not corrected amount of wealth underestimated by the survey. 
Source: INSEE, Wealth Surveys (enquête Patrtimoine) 2004. 
 
Cordier, Houdré and Rougerie (2006), who have analysed wealth inequalities in 
1992 and 2004, emphasise both the large disparities in wealth at each point in 
time and their relative stability over the period. Social category, income and age 
are the main factors determining inequalities in wealth. However, these factors 
had less influence in 2004 than in 1992. The largest holdings, related in part to 
professional activity, belong to the large-scale self-employed (sole proprietors and 
heads of companies with more than 10 employees), professionals and managers 
(Table 11).  
 
The same study also stresses that the relative wealth of the youngest households 
(reference person under 30) was lower in 2004 than in 1992. Several factors may 
be involved, such as more difficult beginnings in working life, but also the effect 
of greater life expectancy, which postpones the age at which the following 
generation receives an inheritance.  
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3. Income from 
wealth and income 
inequalities  

 
 
 
 
 
 

Table 11 - Inequalities of wealth by social categories  of the reference person of the 
household 
Relative middle level wealth by social categories 

Social category of the reference person of the 
household  1992 2004 

farmer  155  172 
Small scale self employed  210  168 
Large scale self employed  636  491 
Liberal profession  512  338 
Manager or professionnal  226  205 
Middle -level profession  145  126 
White-collar  32  28 
Skilles blue-collar  66  75 
Ouvriers non qualifiés  13  10 
Ensemble  100  100 

Note: small scale self-employed run less than ten employees, the large scale self 
employed, more. 
The relative middle level wealth is the ratio of the middle level wealth of the category 
divides by the middle level wealth of the whole in %. 
Sources: INSEE, surveys Actifs financiers (financial assets) 1992 and Wealth Surveys 
(enquête Patrtimoine), 2004. 
 
 
The great concentration of wealth at the top of the income distribution and the 
fact that a large part of income from financial assets does not appear in the tax 
declaration lead to distortions in the measurement of inequalities, as has already 
been indicated in the first section. The Wealth Survey, the findings of which were 
presented above, can help to evaluate these distortions. Studies carried out by 
INSEE are still at an experimental stage and give rise to diverse variations in 
estimates. According to one of these estimations, for example, the ceiling of the 
first decile could be raised by 3 percent, the median by 4 percent and the 
threshold of the last decile by 8 percent. The general implication is the same: a 
better evaluation of income from wealth leads to the observation of an increase in 
inequalities, but in a fairly moderate way if the measurements are limited to the 
interdecile ratio. If, however, higher limits for the incomes at the top of the 
distribution were taken into account, the increase in inequalities would be greater. 
 
There is also another factor affecting the analysis of income inequalities tied to 
the possession of wealth: the inequalities created, for a given monetary income, 
between those who own their housing and those who rent it. In the processing of 
the Taxable Income Surveys, and contrary to the procedure in the national 
accounts (see Document G), imputed rents are not introduced for homeowners. 
Given the fact that about half of the households own their homes or are becoming 
homeowners, this is a significant factor in the calculation of inequalities. When 
imputed rents are taken into account (Driant and Jacquot, 2005), there are clearly 
major reclassifications depending on the categories. The present approach leads to 
increasing the number of homeowners among the poor. Taking imputed rents into 
account does not greatly change the poverty rate but it does modify the 
composition of the poor population, which would then include fewer homeowners 
and thus also fewer older or self-employed persons and more young people and 
wage-earners.  
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I ELEMENTARY AND 
SECONDARY EDUCATION 

Because of the demographic trend, there was little increase in the number of 
students between 1990 and 2004 (an additional 200,000 out of a total of 15 
million, Table 1). There were slightly fewer students at primary and secondary 
level, while higher education expanded (more than 500,000 additional students 
over the period). 
 
At the same time, there was a sharp rise in total education expenditures in 
constant euros, which went from 83 to 116 billion euros (Table 1). From 1990 to 
1993, the share of education expenditures in the GDP increased considerably, from 
6.6 to 7.6 percent, but has been declining since 1998 and did not exceed 7.1 
percent in 2004 (DEPP, 2005).  
 
Table 1-Pupils and students in education and expenditure on education, 1990-2004 
 

1990 2004 

 

Pupils and 
students 

 (thousands)

Expenditure 
 milliards

(euros 
2004) 

Expenditure 
per student 

(euros 
2004) 

Pupils and 
students 

(thousands) 

Expenditure 
 milliards 

(euros 
2004) 

Expenditure 
per student 

(euros 
2004) 

Pre elementary 2,644  2,840 2,610  4,400 
Elementary  4,309  3,400 3,976  4,600 
Primary  6,953 22.3 3,260 6,586 30.6 4,600 
Secondary 6,155 37.6 6,260 6,086 52.7 8,530 
Tertiary  1,719 13.6 7,310 2,333 19.7 8,630 
Total 14,827 73.5 4,920 15,004 103.0 6,810 
Notes:  
-Expenditure per student time series definition changed in 1999. In particular, the overseas  
départements were included. So, 1990 and 2004 figures are not fully comparable. 
-Apprentices are distributed according to the education cycle, secondary or tertiary, they 
are enrolled in. 
Source: MEN-DEP (DEPP, 2005). 
 
Until 1995, the prolongation of schooling was the main factor in the increased 
number of students. Indeed, the diploma level of young French people rose quite 
rapidly until that date and diplomas became more accessible to everyone. In 1980, 
26 percent of a cohort obtained the baccalauréat at the end of secondary 
schooling; in 1990, this was the case for 44 percent. Since 1995, however, the 
proportion of baccalauréat-holders per cohort has no longer increased; it has 
stabilised around 62 percent. 
 
If the initial diploma continues to play an important role, protecting against 
unemployment and marking the subsequent career (Chauvel, 2006), the 
confidence it enjoyed as a means of social mobility has been eroded (Beaud, 
2004; Baudelot, 2003). And this observation is not alleviated by continuing 
vocational education and training, which tends to freeze the initial situation, 
namely the perpetuation of inequalities. 
 
 
In the German-speaking countries, as well as Belgium and The Netherlands,  
educational orientation takes place early on (age 10 in Austria and Germany). In 
France, the differentiation into several streams occurs only at the end of 
compulsory schooling.1  

                                                           
1 . For our purposes, the end of middle school. 
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1. Persistent 
inequalities 

 
 
 
 
 
 
 
 
 
 

1.1. Primary 
school 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.2. Middle school 

and high school 
 
 
 
 

This is also the case in the Scandinavian countries and the United Kingdom. In 
France, however, an implicit selection, notably based on learning assessment and 
grades, takes place from elementary school on.2  
 
 
Social inequalities in schooling emerge even before the first-year infants class 
(CP)(Jeantheau and Murat, 1998; Cacouault and Oeuvrard, 2003; Caille and 
Rosenwald, 2006) and continue to accumulate throughout primary school, middle 
school high school (Duru-Bellat, Jarousse and Mingat, 1993). In France, a student 
coming from a disadvantaged background has 4.3 times greater risks of poor 
results in math than a student coming from a favoured one. This kind of inequality 
in academic achievement from one social background to another affects all 
countries but it is much more pronounced in France than elsewhere. The average 
multiplier for the OECD as a whole is only 3.5 (OECD, 2006d).  
 
 
Parents’ income and their social position influence academic success from the 
earliest age. In a system organised by age groups, inequalities are measured by the 
pace of acquiring knowledge. The assessment of knowledge and skills plays an 
important role from the first-year infant class. Distinctions emerge between 
groups of students who are more or less precocious. These rankings, which 
penalise students from modest social categories (Vallet and Caille, 1996), as well 
as those born at the end of the calendar year (Ferrier, 2003) are often determinant 
for the rest of their schooling because they lead to holding students back a year – 
a procedure known to be ineffective (Holmes and Matthews, 1984) – and as a 
result, making them fall behind their age group, which creates a higher risk of 
leaving the educational system without a qualification (Caille, 2000; DEPP, 2003). 
In this way, 20 percent of the students are held back one year during primary 
school, a proportion which is high in comparison to other developed countries. 
 
According to the OECD’s Education at a glance 2006, 38 percent of French 
students aged 15 declare that they have been held back at least once, compared to 
an average of 14 percent in the OECD countries. In many cases, however, being 
held back does not permit a reinforcement of learning. A student held back in the 
first-year infant class has more than a 40 percent risk of leaving school without a 
diploma and less than a 10 percent chance of obtaining the general baccalauréat 
at the end of secondary school (Peretti, 2004). The effectiveness of this approach 
is contested, moreover, and the Scandinavian countries replace it with 
personalised support for slow learners (Paul and Troncin, 2004). That said, a 
programme of individual support as an alternative to holding students back has 
been introduced on an experimental basis since September 2005.3 
 
 
Educational inequalities tied to social backgrounds assume two dimensions: 
vertical differentiation (depending on the length of studies beyond compulsory 
education) and horizontal differentiation (the choice of options in middle school, 
reinforced by that of streams and specialisations in high school). According to 
some observers, the latter has increased (Merle, 2002; Dubet, 2004; Duru-Bellat, 
2006).  
                                                           
2 . The mathematician André Antibi notes a ‘macabre constant’: whatever the course, the 
grading system identifies one third of the students as ‘good’, one third as ‘bad’ and one 
third as average. This method tends to exclude the third with the poorest grades and 
discourage the middle third.  
3 . This is known as the ‘individualised programme for educational achivement’ (PPRE).   
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It starts at the beginning of middle school with the options, some of which pave 
the way for high school streams permitting a wide choice of later studies and 
careers, while other,  less prestigious ones, on the contrary, close the doors. 
 
Thus, in face of the introduction of the comprehensive middle school (introduced 
in 1975) and broader access to high school education, the families with the most 
comfortable social and cultural situations have sought to preserve their children’s 
advantages through the choice of a good school, by getting round school zoning 
or turning to private education, and then by choosing the most selective streams 
or options. Parents who are teachers themselves are the most capable of finding 
their way in a system which is often opaque, unlike families with modest means.  
 
The guidance process at the end of middle school is complicated. The families 
express their wishes and on that basis, the staff council meets to propose the 
directions to be taken: general or technical high school classes, CAP or BTP 
vocational programmes, repeating the year under way.4 The families’ requests are 
socially differentiated and the choice of secondary-school vocational streams is 
made largely by default: 94 percent of the children of managers and 56 percent of 
the children of blue-collar workers request the general pathway. In case of 
disagreements, the family can appeal the staff council’s decision to the director 
and then an ad hoc commission which makes the final decision. In fact, the 
families’ wishes are often respected by the staff  council.  
 
At equivalent academic levels, the guidance procedure penalises students from 
modest backgrounds. With an average grade of 9 to 12 (pass = 10) in the 
continuous assessment during the last year of middle school, nearly all the 
children of managers choose the general stream for the next year, but only two 
thirds of the workers’ children do so (Peretti, 2004). In both cases, however, these 
requests are approved by the staff council 90 percent of the time.  
 
In all, 57 percent of the students enter general and technological programmes for 
their first year of upper secondary studies. The options requested and approved by 
their high school prefigure in part the choices to be made for the baccalauréat.  
 
What knowledge and skills have the students acquired at the age of 15? 
According to the PISA international comparison tests, French students are not 
among the best (Lepetit et al., 2006b).5 Their performances in reading are just 
average (PISA 2000) and slightly better in math (508). In problem-solving, their 
results are fairly satisfactory (519) but far behind those of Finnish or Japanese 
students (547 and 548). When the exercise calls for personal analysis and written 
expression, the French students are less successful. When they evaluate their own 
performances, moreover, they are more pessimistic than students from other 
countries. They are also the most numerous to refrain from answering a question 
for fear of making a mistake (Peretti, 2004; Joutard, 2006).  

                                                           
4 . The general programmes lead to the science, economics-social science and arts streams; 
the technological programmes, to industrial, tertiary, laboratory and farming technologies 
streams.   
5 . PISA is the OECD’s international programme for the assessment of students’ acquired 
learning. It is based on surveys carried out every three years in four areas: reading 
literacy, mathematics literacy, scientific literacy and problem-solving. The average score 
of the OECD countries is arbitrarily set at 500 in each area.  
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One constant 
feature: early exits 
 
 
 

Germany is the country where the family’s social position has the most effect on 
the students’ results, while Japan and Finland are the countries where it has the 
least effect. France falls within the average for this criterion but many other 
countries (including Canada, Sweden and Finland) manage to be more successful 
on the average with a lower level of inequalities in acquired knowledge and skills 
related to the social background (Fig. 1).  
 
The socially advantaged families, who are better informed, choose the upper 
secondary options which favour access to the science section, the one which 
offers the widest range of professional opportunities (Duru-Bellat, 2005). 
Mathematics, the path of excellence, is privileged (Joutard, 2006). The other 
sections are often chosen by default and not according to inclinations and 
abilities. Similarly, in vocational high school, the fields selected reflect the 
students’ level and the local training supply more than their personal career plans. 
 
Figure 1-Mean performance in reading and performance variation 

 according to social status of the family  
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Note: The origin stands for the mean value of the 2 indicators, all countries together. 
Score dispersion linked to socio-economic status is wider than average on the right side, 
narrower on the left side. Mean score is higher than average on the top side, lower on the 
bottom side. 
Source: OECD, PISA 2000, calculations from Duru-Bellat and Suchaut, 2005 
 
 
After a period of considerable reduction, the proportion of ‘early exits’ (about 
50,000 young people a year, 6 % of a cohort [Léger, 2006]) has been decreasing 
much more slowly.6 The large number of these early exits remains disturbing 
because the school-to-work transition of the young people concerned is quite 
problematic. 

                                                           
6 . The term is used for exits from middle school or short-term vocational training before 
the final year.  
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2. Considerable 
means  

 
 
 
 
 
 
 
 
 
 
 
 

The indicator figuring in the Lisbon strategy uses a broader definition of young 
people with few qualifications: it covers all those who do not have a diploma 
from upper secondary education (ISCED 3) – in other words, a vocational aptitude 
certificate (CAP), a vocational studies certificate (BEP), a baccalauréat or an 
equivalent title – which amounted to some 117,000 young people leaving the 
French educational system in 2004.7 Even if, in terms of labour-market entry, 
each additional level counts, the relatively large number of young people thus 
defined as having few qualifications and the difficulty of reducing it constitute a 
major challenge in two respects. On the one hand, this situation contributes to the 
high level of unemployment in France (Document E) and, on the other, it 
subsequently leads to devoting considerable budgetary resources to assisting low-
qualified employment, with the risk that entails of lowering the level of the 
country’s economic fabric. Since 2000, young people with few qualifications 
have represented 18 percent of the 20-24 age group and 20 percent of the 25-35 
age group, which is 5 points more than in Germany and 10 points more than in 
Sweden or Finland. 
 
 
 Relative to its national wealth, France devotes considerable means to primary and 
secondary education (4.2 % of the GDP in 2002). Only Sweden spends 
significantly more (4.6 %). This educational effort can also be assessed in terms 
of the ratio between expenditures per student and per capita GDP, in which case, 
France’s position is somewhat lower. The effort at primary-school level is 
relatively limited: the expenditure per student represents 18 percent of the per 
capita GDP (4,810 euros per student in 2005), which is about as much as in 
Germany or the United Kingdom, but less than in most of the other European 
countries. On the other hand, the effort ratio at secondary level is the highest of all 
the OECD countries for which this information is available. The expenditure per 
student was 8,650 euros (7,710 euros in the lower cycle, 10,130 euros in the 
general and technological upper cycles, 10,430 euros in the vocational upper 
cycle).  
 
Spending for secondary education has shown a rather sharp increase since 1990 
(+ 40 % in constant euros) while the number of students has declined very 
slightly. In fact, this trend results mainly from the number of teachers (75 % of 
total staff) and supervisory and management personnel (25 %) and the rising 
purchasing power of teachers’ wages.  
In spite of the considerable effort devoted to secondary education, however, the 
results remain mediocre. On the other hand, primary instruction, which is crucial 
for subsequent studies and the fight against inequalities in schooling, is less well 
provided for. Indeed, in both public and private primary schooling, there were 19 
students per teacher (in full-time equivalent terms) in 2003. This ratio is 
comparable to that of Germany but on the average, the classes are smaller in other 
countries such as Finland or the United States (17 and 16 students per teacher, 
respectively).  

                                                           
7 . For the education levels corresponding to the ISCED classifications, see Document A, 
section II.3.  
In addition to the early leavers, the European definition of young people with few 
qualifications also includes those leaving CAP or BEP programmes without diplomas or 
those leaving high school without the baccalauréat.  
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3. Spatial 
disparities  
and inequalities  
in education 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

France is one of the countries with the greatest disparity in student-teacher ratios 
between primary and secondary schooling (12 students per teacher at secondary 
level in 2003), especially in the high schools (11 students per teacher).8 
The large number of classroom hours spent in small groups (an average of one out 
of two in the high schools) and uncommon options (6 % of the classroom hours in 
general high school programmes are spent in groups of less than ten students) 
play a considerable role in the total cost. But these options also serve to reinforce 
social differentiation in the school pathways (cf. above and Lepetit et al., 2006a). 
 
 
Depending on the place where they live, young people do not have the same 
opportunities and chances of succeeding. The local socio-economic environment 
and degree of urbanisation define a specific educational provision as well as, from 
the young people’s standpoint, different training choices (Grelet, 2006). 
 
Thus, in urban areas where service activities predominate, the educational 
provision is very broad and a greater number of young people continue their 
studies after the baccalauréat. In the service areas dominated by small companies, 
notably in the South of France, vocational instruction is limited but artisan trade 
apprenticeship occupies a significant place. In faltering industrial areas, school-
based industrial vocational training is still important. Where industry is dynamic 
(in the Île-de-France region or on the borders with Germany, Luxembourg and 
Switzerland), the vocational baccalauréat is more widespread than elsewhere but 
it is less common to continue studies beyond the bac. In rural communities, short-
term studies are more frequent, probably because of the lack of provision in the 
vicinity.  
 
Students’ achievements also show pronounced territorial differences (Broccolichi 
et al., 2006). In the urban areas with the greatest social disparities between middle 
schools, the levels at the end of grade school or the lower cycle exam are lower 
than would be expected in view of the students’ social backgrounds. By contrast, 
better results are found in the rural areas. Such differences in academic 
achievement across the country in fact reveal the social polarisation of space 
(Document K). 
 
The diversity of city neighbourhoods in function of their dominant social make-up 
is also significant (Maurin, 2004a). Seeking to avoid the social mix at school and 
increase their children’s chances of success, the parents develop avoidance 
strategies (such as the choice of private education or options to get around school 
zoning, cf. above). Felouzis, Liot and Perroton (2005) characterise the result as 
‘social apartheid’.  
 
Everything indicates that heterogeneous classes greatly benefit the weakest 
students while only slightly penalising the best ones. In order to preserve the 
prestige and attractiveness of their middle schools or high schools, principals are 
tempted to yield to the pressure of the socially privileged families. On the other 
hand, the exemption requests of modest families, which are less well formulated 
and argued, are more often rejected. When the education authorities refuse to 
create new options in order to calm things down, the départements step in to fund 
them.  

                                                           
8 . These figures take into account the options and practical work in small groups where 
the student-teacher ratio is usually low.  
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III. HIGHER EDUCATION 
 
 
 
 
 
 
 
 
 

1. Selective 
programmes  
and failure 

 
 

Under such conditions, young people from modest backgrounds, and more 
particularly the children of migrants, are relegated to schools where the 
achievement levels suffer all the more because the classes are composed almost 
exclusively of students in difficulty, without any kind of peer examples other than 
negative ones. Public policies have attempted to correct the effect of these 
excesses with different strategies of individual or group assistance. But on the 
whole, the results have been disappointing (Peretti, 2004).  
 
 
When they were created in 1981, the priority education areas (ZEPs) combined 
innovative teaching projects for specific areas with additional financial means 
allotted to the schools concerned. Initially, 362 ZEPs were defined; by 2003, there 
were 700 of them, encompassing 5,651 primary schools, 874 middle schools, 38 
general and technological high schools and 92 vocational high schools. 
Additional means have been attributed to the ZEPs but not enough to make up for 
their handicaps. In addition, the teachers assigned to them are the most 
inexperienced and few schools have stable teaching teams. According to the 
evaluation carried out by Benabou, Kramarz and Prost (2004), the results are 
limited but the means have been so as well. In the view of Piketty and Valdenaire 
(2006), reducing the size of the primary-school classes in these areas could have 
significant results on the students’ academic achievement.  
 
These two studies bear on the allocation of additional teaching means but do not 
address teaching innovations. This aspect is addressed in particular by Moisan 
and Simon (1997), who recognise the poor quality of ZEPs’ average level of 
accomplishment but focus on the diversity of the outcomes in order to identify 
and recommend ‘good’ teaching practices. In the British case, the Excellence in 
Cities programme has also had mixed results, positive for average or good 
students in the disadvantaged schools and of lesser impact for poor students 
(McNally, 2005).  
 
After a period of consultation, the Ministry of Education decided in 2006 to 
preserve this scheme but to improve its supervision and evaluation and to increase 
the means allocated to the areas in greatest difficulty. Thus, 249 middle schools 
(and the primary schools attached to them) have been constituted in ‘ Ambition 
Success’ networks and benefit from greater means, notably 1,000 experienced 
teachers and 3,000 additional teaching assistants.  
 
 
One out of two young French persons goes on to higher education. However, the 
increase in schooling at this level has levelled off since 1997. In 2002 and 2003, 
43 percent of those exiting the French educational system were higher education 
graduates, compared to 29 percent in 1990 (source: DEPP). The proportion of 
these graduates among young people aged 25 to 34 was 37 percent in 2003, which 
is higher than that of most industrialised countries, close to that of Finland and the 
United States (nearly 40 %). However, the distribution of higher diplomas is even 
greater in Japan and Canada (52 and 53 %, respectively; source: OECD).  
 
 
There is still considerable academic failure at university and the preference for 
selective programmes is accelerating. In French higher education, the 
selectiveness of the different streams is uneven; at this level, the most prestigious 
programmes are those with vocationally-oriented content.  
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 In practice, the ‘Grandes Écoles’, which are the most selective higher-education 
establishments, are not open to young people from modest families (Albouy and 
Waneck, 2003). Several experimental programmes are attempting to remedy this 
situation, however, notably that of Sciences Po Paris.  
There has been a relative loss of interest in two-year university programmes, 
especially in the sciences, while all the selective programmes have gained ground. 
Less than 40 percent of high-school graduates going immediately into higher 
education enrolled at university (outside of university technology institutes, IUTs) 
in 2004, compared to 49 percent in 1995 (source: DEPP). This preference for 
selective instruction, even short-term, has turned the IUT and STS (higher 
technician sections) programmes away from their original role and led them to 
accept a large proportion of high-school graduates with general baccalauréats 
who continue their studies afterwards. The result is that many students with 
technical or vocational baccalauréats are relegated to university, where their 
chances of success are slimmer.  
 
The professionalisation of post-secondary studies has also spread within the 
universities, with an increase in the number of students enrolled in their 
engineering schools and in specialised graduate programmes (formerly the DESS, 
now the professional masters) and with the creation of four year programmes in 
vocationally oriented university institutes (IUPs, 1991) and, more recently, 
vocational licences (2001). With the notable exception of the specialised studies 
diplomas ([DESS] which are no different from the advanced studies diplomas 
[DEA] in this respect), vocationally oriented diplomas lead to better quality jobs 
than discipline-based ones of the same level (Giret, Moullet and Thomas, 2003). 
This situation probably explains the students’ enthusiasm for these 
professionalised programmes.  
 
There is still considerable academic failure during the first years of higher 
education, and especially at university. In the 1980s, 25 percent of undergraduates 
abandoned their studies without a two-year diploma (Épiphane and Hallier, 1996), 
compared to 20 percent today. According to CEREQ, this represents just under 
90,000 persons among the young people exiting initial education and training in 
2001; the DEPP places the number between 80,000 and 100,000 (CEREQ, 2005; 
DEPP, 2006; Hetzel, 2006).  
 
Abandoning studies without a diploma is closely related to the kind of 
baccalauréat obtained. For those with general baccalauréats, 11 percent of those 
continuing in higher education fall into this category, compared to 32 percent of 
those with technological baccalauréats and 67 percent with vocational 
baccalauréats (source: DEPP panel survey of students entering middle school in 
1989). Fewer than one out of two high-school graduates obtains a first 
undergraduate diploma (DEUG, now the L2) in two years. 
 
After switching to another discipline or programme, 23 percent of high-school 
graduates at university leave without a diploma. For a given kind of baccalauréat 
(general, technological or vocational), the failure rate is much higher at university 
than in the other higher-education programmes. Thus, while 15 percent of those 
with general baccalauréats entering university at the beginning of their higher 
studies dropped out without obtaining a diploma, only 1 percent met with failure 
in a university technological institute (IUT) and 8 percent in a higher technician 
section (STS) (Lemaire, 2006). The absence of selective admissions for most 
university programmes is subsequently reflected in a much higher failure rate than 
in the selective programmes.  
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2. Financial means 
 
 
 

Fifteen years ago, the fact of entering a higher education programme, even if this 
led to failure, could be an advantage in terms of the risk of unemployment and 
access to middle-level professions relative to studies terminated at the end of 
secondary school. This is no longer the case today, however (Thomas, 2003). 
Only those who have failed in the last year of the STS or IUT programme still 
manage to get by. Students who fail during the first two years at university are 
even at a disadvantage relative to those entering working life with only a 
baccalauréat.  
 
 
The means of the French higher education system are modest compared to those 
of other industrialised countries and in particular, most of the EU-15. They 
represent 1.4 percent of the GDP (OECD, 2006d). Another indicator, the 
expenditure per student, amounts to 27 percent of per capita GDP in France, while 
in the United Kingdom, Denmark and the United States, the proportions are, 
respectively, 31 percent, 39 percent and 51 percent.9  
 
In terms of means, the university is the poor relation of the French higher 
education system. According to the ‘education accounts’ for 2005, the average 
university expenditure per student was 7,210 euros, compared to 10,890 euros at 
the IUT, 13,360 euros in the STS and 13,960 euros in the preparatory courses for 
the ‘Grandes Écoles’ (CPGE). The expenditures per student in the ‘Grandes 
Écoles’ are unknown because the schools refuse to transmit them.  
 
The expenditure per university student is lower than that per middle school 
student (7,710 euros), and even more so per high school student (over 10,000 
euros).10 Unfortunately, no breakdown by cycle is available (for lack of cost 
accounting in the universities), but it is clear that students at masters level fare 
better than those beginning the licence. It is thus hardly surprising that the 
university becomes a choice by default after the baccalauréat, and a possible 
recourse after an IUT diploma, a higher technician certificate or preparatory 
courses for the ‘Grandes Écoles’.   
 
Given that the selective programmes have greater means (Jeljoul, Viard and 
Ragoucy, 2005), we can deduce that French universities are at a disadvantage by 
comparison with those of other industrialised countries, especially the first cycles. 
In full higher education (ISCED 5A), moreover, the student-teacher ratio is 12:1 in 
Germany or Japan and 16:1 in Australia, but 19:1 in France. 
 
As in the Nordic countries, private funding for higher education expenditures is 
very limited in France. However, the return to wages for higher education is 
greater than in these countries, even if it has decreased since the 1960s. According 
to Thélot and Selz (2004), it is still 6 to 6.5 percent a year and has been stable 
since 1985. 
Drawing on the Australian example, moreover, the CERC has already suggested 
the introduction of partial funding of tuition by loans based on future income 
(CERC, 2003), a measure justified by the high return which these diplomas 
provide.  
                                                           
9 . These figures do not take into account research and development activities, which are 
not easily compared from one country to another.  
10 . This surprising disparity is explained by the large number of options available in 
middle school and high school and the average class size (1 out of 5 hours is devoted to 
the teaching of an option and 20 % of this instruction takes place in groups of 10 students 
or less [Peretti, 2004]).  
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3. Democratisation 
of education  
and persistence  
of inequalities 

 
 
 
 
 
 
 

Such a solution would permit an increase in the universities’ means without 
putting additional pressure on the national budget. The analysis of the New 
Zealand, British and Australian experiences suggests that raising tuition in this 
context does not compromise access to university studies, as might have been 
feared, even for young people from modest backgrounds (CERC, 2003; Maguain, 
2005).  
 
That said, the effect of education remains a subject of debate (Gautié and 
Gurgand, 2005), where two main bodies of theory are opposed (Gurgand, 2005; 
Gamel, 2002). The human capital theories present education as an investment 
with an individual and social yield, while the filter and signalling theories see the 
diploma as an indicator of potential productivity. On the basis of the decreasing 
return on education, analysts are more or less optimistic about the value of the 
training investment for individuals and society. Defenders of the human capital 
theory would make post-secondary studies more accessible for young people from 
disadvantaged social backgrounds by giving them increased financial aid 
(Gurgand and Maurin, 2004).  
 
 
The democratisation of access to education, including higher education, has not 
put an end to social inequalities. These still affect  young people from 
disadvantaged backgrounds, immigrants and/or young women. The prolongation 
of studies is a form of what is often termed quantitative democratisation. Indeed, 
the diploma continues to offer protection from unemployment and procure a wage 
advantage. However, the reduction of social inequalities in face of the diploma, or 
so-called qualitative democratisation, remains open to discussion. For some 
researchers (Duru-Bellat and Kieffer, 2000; Thélot and Vallet, 2000), it is real: 
the former consider it of limited scope, while the latter, comparing the schooling 
possibilities of the generations of the early 20th century and those born around 
1970, attribute 74 percent of the difference to longer studies and 14 percent to 
qualitative democratisation, with the rest owing to the transformation of the social 
structure. For others, social inequalities in schooling have not been reduced (Goux 
and Maurin, 1997).  
 
Beyond the parents’ occupations, other factors of social inequality in academic 
achievement have also been brought out, notably the parents’ income, which has 
an impact from the earliest age. When homework becomes important, the size of 
the residence and the fact of having a separate bedroom become major factors in 
achievement (Goux and Maurin, 2002; CERC, 2004).  
 
In primary and secondary school, the attainments of the children of immigrants 
are closely correlated to the parents’ social background and educational level 
(Silberman, 2004). On the average, their performances suffer for this reason, 
although there are  considerable differences depending on the date of the family’s 
arrival in France. Once these factors are taken into account, however, the children 
of immigrants are a little more successful in middle and high school (Vallet and 
Caille, 1996). These outcomes are linked to higher parental ambitions in 
immigrant families, especially for those coming from North Africa (Brinbaum 
and Kieffer, 2005).  
 
On the labour market, moreover, the children of immigrants benefit less from 
their higher education diplomas than their peers whose parents are French 
(Frickey, Murdoch and Primon, 2004).  
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III. CONTINUING 
VOCATIONAL TRAINING 

 
 
 

Academic failure and changes in programmes during the first years at university 
are much more frequent among young people with African parents, whether they 
come from North or sub-Saharan Africa (50 % compared to 20 % of those with 
two French parents [CEREQ, 2005]).  
 
Throughout the studies, the girls are more successful than the boys (Rosenwald, 
2006). But their attainments do not bring them better positions or higher pay. On 
the contrary, they choose, or are encouraged to choose, study programmes which 
turn out to be less profitable because they are less likely to enter the streams 
which are most highly valued on the labour market.  
 
The male-female wage gap may be explained in part by these choices (Couppié 
and Épiphane, 2006). In high school, they opt less often for the scientific and 
industrial technologies series in favour of economics-social science, arts and 
service technologies. In vocational education, they massively choose tertiary 
specialities, which are much less profitable than the industrial ones on the labour 
market.  
 
This phenomenon continues in higher education. Young women are reticent about 
enrolling in the preparatory courses for the ‘Grandes Écoles’, especially in 
scientific fields (where they constitute less than 30 % of the student body) and 
privilege instead programmes in healthcare, social services or teacher training. 
These inequalities are all the more disturbing because they are often intensified 
with entry into working life. In general, a comparable diploma is accorded less 
value for women. Under the circumstances, changing girls’ habits in choosing 
their fields of study is not enough to ensure professional parity.  
 
 
Continuing vocational training appears more and more essential given the pace of  
economic and technological changes. It is also of the utmost importance for 
permitting positive individual development and reducing the risk of job 
insecurity. Over the past decade, studies by international organisations, whether 
the OECD or the EU, have strongly emphasised this necessity.11  
 
France’s 1971 law on continuing training established the vocational training 
system. It has since been amended and reoriented several times. Thus, the training 
plan and the individual training leave (CIF), conceived as tools for social 
advancement or possibilities of a second chance, have allowed the development 
of vocational training, notably in the company. The success of these schemes is 
attested by the fact that the rate of access to continuing training in France is 
higher than the European average. The May 2004 law, with its section on 
‘training throughout working life’ drawing largely on the inter-sectoral agreement 
of 20 September 2003, has now complemented the existing legislation. 
 
In addition, there is a considerable legal and regulatory framework defining 
training obligations within the companies for the prevention and accompaniment 
of redundancies. With regard to the training of job-seekers, meanwhile, a large 
share of the expenses are assumed by the public authorities, whether the central 
government, the regions (which have gradually been given responsibility for 
publicly-funded training) or other public bodies. 

                                                           
11 . Between 2000 and 2004, eighteen OECD member countries, not including France, 
participated in a thematic examination of adult training, Lifelong learning and educational 
sectors (OECD, 2004a).  
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1. The continuing 
training situation 
in France and 
elsewhere in 
Europe 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2. A 
compartmentalised 
system 

 
 
 
 
 
 

 
Overall, continuing vocational training (excluding apprenticeship) represented 1.3 
percent of France’s GDP in 2003, a share which has been decreasing regularly 
since 1993. The total expenditure, including apprenticeship, was close to 23 
billion euros in 2005, or 1.5 percent of the GDP (Cahuc and Zylberberg, 2006).  
 
France is one of the European countries where vocational education and training 
is widespread, although less so than in the Scandinavian countries. Adult training, 
in the broad sense, involved one out of two French people in 2003 (Kailis and 
Pilos, 2005).12 This is more than the average of the EU-15 but considerably less 
than Austria, Denmark, Finland and Sweden (with a rate of over 75 %).  
 
In all the European countries, individuals in employment have the most access to 
training (relative to unemployed and inactive persons, although the unemployed 
benefit from longer training periods). In the EU-25, 21 percent of those in 
employment, 14 % of the unemployed and less than 6 percent of the inactive are 
involved. The same classification is found in France, with more frequent training 
opportunities for wage-earners (25 %) and the unemployed (20 %). 
 
The training expenditures of the companies and civil services for their employees 
represent more than 70 percent of the total, moreover (Table 2). In recent years, 
these are the expenditures which have also shown the greatest increases. Indeed, 
companies with more than ten employees largely exceed their legal obligation for 
the funding of training (in 2003, the training effort accounted for 2.9 % of their 
wage bill, while the legal obligation was only 1.5 %, compared to 3.3 % in 1993).  
 
 
France’s training networks are organised in function of the status and occupation 
of the individual involved. Thus, training programmes for wage-earners and 
unemployed persons are funded and organised on different bases.  
 
Since the 1971 law, the companies fund not only the training which is included in 
the training plan and the individual training leave but also alternating training 
contracts (which mainly involve young people).13 For the state, training is part of 
employment policy. 
 
In parallel, the social partners have also been active in this field since 1971.14 
They jointly ensure the management of the funds intended for the continuing 
vocational training of wage-earners which are entrusted to the authorised joint 
collection bodies (OPCAs). Here, the occupational branch has become the 
privileged level for negotiation.  
 

                                                           
12 . Included in this category are studies in a school or university, continuing training of 
employees, job-seekers and inactive persons and non-formal learning, for persons aged 25 
to 64. Source: complementary module of the 2003 Labour Force Survey.  
13 . The alternating training contracts are financed through specific funds which are 
pooled. The government, meanwhile, funds relief from social contributions for 
beneficiaries under 26 or over 45 years of age.  
14 . Parliamentary debates concerning the law of 13 July 1971 (article L.131-1) introduced 
the notion of the ‘social guarantee’ with regard to vocational training, alongside the 
guarantees of employment, unemployment compensation, supplementary pensions and 
lifelong learning (Luttringer, 1994, pp. 192 ff.). 
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3. Inequalities in 
access 

 
 
 
 
 
 
 

In the public sector, the continuing training is organised according to the 
administration involved (central agents by ministry, employees of local 
governments or public hospital personnel). The training of job-seekers, 
meanwhile, is partly the responsibility of the unemployment insurance system 
(CERC, 2005a) – for training aimed at rapid access to employment – and partly 
that of the regions, for training leading to qualification.  
 
Through a series of decentralisation laws enacted between 1982-1983 and 2003, 
continuing vocational training has progressively been decentralised to the regions. 
The organisation resulting from this break-up is complicated. For wage-earners 
alone, there may be as many as seven different training systems coexisting in the 
company (Merle, 2004a). Because of the number of actors involved, the funding 
networks for training are opaque and heavily burdened by high management 
costs. The system is highly segmented by publics (job-seekers, young persons, 
wage-earners with different employment statuses) and by sectors (Métais, 2005; 
Mallet, 2006). The compartmentalisation of the different segments does not 
permit the organisation of coherent individual pathways.  
 
 
Depending on an individual’s place of employment, his or her qualification level 
or socio-professional category, the possibilities for training are not the same. 
Indeed, 70 percent of companies with 10 to 49 employees organise training, but 
more than 90 percent of them are the largest ones. The firms offering the most 
training are those in the banking and financial services sector, as well as in 
business services, followed by collective and social services, industry and trade. 
In addition, employees with short-term contracts have fewer possibilities of 
receiving training (Aucouturier, 2001). Employees in the civil service, 
meanwhile, receive more training than those in private companies (Pérez, 2002). 
 
In France, inequalities in access to training accumulate over time: the least 
qualified are also those who have the least access to continuing training schemes 
(Bonaïti et al., 2006). Certain persons are continuously excluded from training 
while others go from one course to another, and this is even the case among the 
most stable employees: 60 percent of wage-earners with permanent contracts for 
seven years have never received training (Chardon and Zamora, 2005; source: 
ECHP). On the other hand, just over 20 percent of them have had several training 
sessions. 
 
In France, as elsewhere in Europe, the propensity for training is closely related to 
the position held.15 On the average in the EU-15, 30 percent of managers and 
middle-level professions (ISCO 1 to 3) had access to continuing training in 2003, 
compared to a little under 20 percent of white-collar workers (ISCO 4 and 5) and 
about 10 percent of blue-collar workers (ISCO 6 to 9).16 In France, the 
corresponding proportions are 35 percent, 23 percent and 15 percent. 
 
Higher-education graduates benefit from continuing training the most often: four 
times more than those without a diploma (ISCED 0-2) as a European average and 
three times more in France. Even in the Nordic countries, where the disparity is 
less pronounced, there is a 2:1 ratio in favour of higher-education graduates (60 % 
receiving training, compared to 30 % for those without qualification in 2003). 

                                                           
15 . This is slightly less true of the civil service than the private sector (Pérez, 2002). 
16 . ISCO = International Standard Classification of Occupations. 
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 In France, the same is true among the unemployed as well: those with the most 
qualification receive the most training. In 2003, 22 percent of unemployed 
persons with a licence or higher diploma took a training course, while this was 
only the case for 7 percent of those who ended their studies after middle school 
(ONPES, 2006; Fleuret, 2006). In the context of the ‘personal action plan’ (PAP), 
however, those with least qualifications are more often offered training but they 
request it less frequently and their projects materialise less often. 
 
Individuals with few qualifications, whether employed or unemployed, face 
greater financial problems and are also less well informed about the possibilities 
open to them (Fournier, 2004). In addition, they are less aware of the advantages 
offered by training. Among young persons and adults alike, those with low levels 
of schooling have little inclination towards training. Several factors can be at 
work. First of all, their negative school experience does not motivate them to 
undertake training. Second, they do not always see the benefit to be derived from 
it. Indeed, the competences which the companies are looking for, and which could 
be within their reach, are not clearly indicated. Even when they are, the margins 
of career development which could result from training (a more stable situation, a 
more attractive job, a better wage) are often badly defined (Merle, 2004b). In fact, 
the proportion of companies practicing forward planning of jobs and competences 
is small: 15 percent in all (Descamps, 2004).  
 
Appropriate forms of training which enhance the value of experience may be very fruitful 
for individuals with very low levels of schooling, as demonstrated by the ECLOR scheme 
for combating illiteracy, conducted by the ADIA temping agency for temporary employees 
‘converted’ to long-term missions (Roche, 2005). 
 
In most European countries, the rate of participation in training activities also 
diminishes with age (apart from Austria, where it increases). After Malta and 
Cyprus, France shows the greatest disparity (Kailis and Pilos, 2005); by contrast, 
it is small in Slovenia, Sweden and Finland, where the situation has changed 
radically since 1997 at the instigation of the government (Delteil and Redor, 
2003). In 2000, a third of those aged 25 to 29 had taken training courses in 
France; in the 50-59 age group, they were only 22 percent and for those over 60, 
the proportion plunged to 7 percent.  
 
Even when their lower qualification level is taken into account, working persons 
aged 50 and over receive considerably less training. This low participation does 
not permit the development of their competences as needed in order to ensure 
their chances of remaining in employment.  
 
While inequalities in access to continuing training are found in other European 
countries as well, France stands out for the small proportion of on-the-job training 
and the predominance of school-based diplomas over certifications obtained in 
continuing vocational training. Indeed, the diploma plays a very large role and 
serves as a reference for the other vocational certifications. The titles designed for 
continuing training and registered in the French National Directory for Vocational 
Certification reproduce the same logic of levels.17 And even the vocational 
qualification certificates (CQP) created by the occupational branches to meet their 
specific needs are in certain cases linked to the educational system’s diplomas.  

                                                           
17 . This directory includes all titles granted by the Ministries of Labour, Education, 
Agriculture, Health and Social Affaires, Youth and Sports and, upon request, by other 
bodies such as the Chambers of Commerce and Industry.  
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4. The nature of 
training 
programmes 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5. The vocational 
training path 

 
5.1. Employee 

training leading 
to qualification 

 
 
 
 
 
 
 
 
 
 
 
 

 
In France, the initiative for training generally comes from the employers. It 
sometimes comes from the employees but to a lesser degree than in the United 
Kingdom or the Nordic countries (Aventure, Campo and Möbus, 1999; Berton, 
2001).  
 
The national multi-industry agreement of 1971 introduced the training plan and 
permitted a considerable expansion of employer-funded training. It was only in 
2000, however, that the legislature made such training a legal obligation, counted 
as hours worked. Further training activities thus constitute an obligation for the 
employer, to be carried out during working hours and paid by the employer.  
 
According to the French Continuing Training 2000 Survey (Fournier, Lambert 
and Pérez, 2002), 68 percent of those interviewed indicated that their main 
objective in continuing training was job adaptability. Ten percent were hoping to 
obtain a job (about half in the field of study or work experience and half in 
another field). Only 7 percent privileged obtaining a diploma or qualification. 
Moreover, only 18 percent of the training courses taken prepared for a 
competitive examination, other exams or a diploma, certification or title 
recognised in a collective agreement. In fact, certifying training mainly takes 
place in the context of the individual training leave (CIF), which concerns small 
numbers of employees (see below).  
The predominant objective in the training organised by the companies or the civil 
service is thus the maintaining of competences. The training organised by the 
public authorities is highly focused on job-seekers, which leaves little place for 
training which allows a promotion. In Germany, by comparison, the continuing 
vocational training courses leading to the specific titles of Meister (foreman) or 
Techniker (technician) permit qualified white- and blue-collar workers to obtain 
promotions. In France, the titles acquired in the course of working life have less 
value than the initial diplomas and exert little influence on the rest of the career 
(Béret and Dupray, 1998). 
 
The length of training tends to be decreasing. The average length of the training 
sessions, 80 hours in 1999, was only 69 hours in 2003.  
 
 
 
The individual training leave (CIF), introduced by the national multi-industry 
agreement of 1971, in parallel with the company training plan, is the privileged 
path for access to training leading to qualification. It concerns a limited number of 
employees, however: 31,000 on permanent contracts and 7,000 on limited-term 
contracts in 2004. That same year, it represented just under 10 percent of the 
companies’ training expenditures (CEREQ, 2006).  
 
Since the national multi-industry agreement of 1991, the social partners, anxious 
to increase the security of career development, have attempted to construct 
vocational training paths and also make training an individual right, more tailored 
to each employee’s needs. This has led to two new schemes: the accreditation of 
past experience (VAE) and the individual right to training (DIF).  
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The 2002 law on social modernisation establishes an individual right to the 
accreditation of past experience for every person with three years’ experience, 
continuous or not, in the field of the diploma which is sought.18 Relative to the 
scheme introduced by the 1985 law on the accreditation of work experience 
(VAP), the VAE offers a double expansion: the accreditation can take place after 
three years rather than five and the experience giving rise to accreditation is no 
longer limited to the strictly professional domain.  
 
Different subsidised work contracts have also been merged into what is known as 
the professionalisation contract.  
 
In November 2004, the professionalisation contract succeeded three earlier alternating 
training contracts (training for skills, adaptation and orientation contracts). It is intended 
to complement the initial education and training of young people aged 16 to 25 and 
provide a qualification for persons over 26 without employment. As of late 2005, 96,000 
of these new contracts had been signed. This new scheme is applied more often to the 
unemployed and adults than young people at the end of their schooling. Its average length 
is slightly less than that of the previous contracts (16 months in 2005, compared to 18 
months for the training for skills contract in 2004). It is more oriented towards 
occupational branch certifications (Sanchez, 2006).  
 
The accreditation of past experience, which permits the validation of learning 
acquired on the job or elsewhere, should, in principle, serve to resolve tensions 
between academic and vocational classifications. A network of counselling 
centres has been set up throughout France on the initiative of the Ministry of 
Employment. Nonetheless, the VAE procedure is complicated: after an initial 
counselling interview which is supposed to direct all those considering the VAE 
towards the solutions most adapted to their plans, a portfolio must be submitted 
and defended in order to obtain a diploma or a partial accreditation. 
 
In concrete terms, just over 80,000 persons sought information at a counselling 
centre in 2004. About 53,700 persons had their initial interviews and 13,100 state-
recognised diplomas and about 3,000 partial accreditations were obtained.19 In 
other words, nearly half the portfolios and just under one third of the interviews 
thus led to a partial or full qualification. This high level of selectiveness raises 
certain questions. 
 
To begin with, the information and counselling sites for the candidates are not 
always easy to find and the intake interview may be dissuasive. The procedure 
calling for the presentation of past activities presumes writing and speaking 
abilities which might discourage the least qualified because of the similarity with 
academic situations. The overall outcome is uncertain (Personnaz, Quintéro and 
Séchaud, 2005). And the applicants’ experience may be remote from what is 
defined in the diploma guidelines. 
 
For the wage-earners who have the least diplomas and whose work experience 
consists of low-skilled jobs, the preparation of a portfolio requiring writing, or 
even abstraction, tests which are considered basic, in fact constitute obstacles.  

                                                           
18 . This experience may take the form of salaried, self-employed or volunteer work.  
19 . These figures do not include the Ministry of Social Affairs, for which the number of 
diplomas granted is known (about 3,200 in 2004) but not the number of portfolios 
submitted.  
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5.2. The effects  
of training 

 
 
 
 
 
 
 

For lack of appropriate support measures, these elements may be dissuasive. But 
in some cases, such assistance must be paid for by the applicant.20 
 
The individual right to vocational training (DIF) established by the national multi-
industry agreement of 2003 gives wage-earners the right to twenty hours of 
training per year, which may be rolled over for six years. This individual right 
must have the employer’s agreement, based on the choice of the training 
activity.21 The prior length of service required is one year for a permanent work 
contract. For a limited-term contract, the labour regulations stipulate that the right 
is acquired on a prorated basis and that the wage-earner can benefit from it after a 
period of four months in the company, consecutive or not, over the previous 
twelve months. The individual training right is not transferable, however, contrary 
to what had been recommended in the white paper of Nicole Pery, former 
Secretary of State for Women’s Rights and Vocational Training (Pery, 1999). It 
thus comes closer to a credit of a certain number of hours. This lack of 
transferability, combined with the compartmentalisation of the French system, 
makes the organisation of a training path for individuals with unstable career 
paths problematic. This is a key point for the discussion of the so-called “social 
security in working life”.  
 
 
Considerable means are specifically devoted to the vocational training of labour 
market entrants, in the form of alternating training contracts or particular training 
courses, which are now organised by the regions. A group of studies have 
demonstrated the positive effect of alternating training, in the case of young 
people, for access to employment (Fleuret and Zamora, 2004). In general, the 
training situation in the workplace seems to play a more direct role than the area 
of training. Indeed, over the five years following the alternating training contract, 
one out of two young people was hired by the company involved. The 
effectiveness of the training is difficult to assess. The results vary in function of 
the characteristics of those trained and, in any case, only become visible over the 
middle term. On the basis of available evaluations, we may not, beyond the 
effectiveness of alternating training for young people, the good performances 
associated with training leading to qualification. The results concerning the other 
forms of training are less favourable, where they are available (Fleuret and 
Zamora, 2004). Overall, however, training evaluations remain limited (Cahuc and 
Zylberberg, 2006).  
 
  
 

                                                           
20 . As is the case for unemployed persons receiving compensation, job-seekers without 
compensation will no longer have to pay access charges. 
21 . In case of repeated refusals from the employer, the individual training right enters the 
framework of the individual training leave.  



 



J SPACE AS A VEHICLE OF INEQUALITIES  
 

 

 175

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

I. URBAN 
FRAGMENTATION 

 
 
 
 
 
 
 
 
 
 
 

1. Continuing 
periurbanisation 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Economic and social inequalities between households have a clear spatial 
dimension. Indeed, contrasting economic and social profiles emerge from one 
administrative region or département, one city or neighbourhood to another. 
These spatial disparities are not the reflection of specific historical or economic 
features alone. At a detailed geographical level, they accumulate different forms 
of social discrimination, opposing comfortable neighbourhoods and 
neighbourhoods of relegation.  
 
The analyses of the social differentiations between territories are not totally 
convergent, and this is the case for two reasons (Maurin, 2004b). First, spatial 
contrasts differ according to the viewpoint which is privileged: housing, 
employment, income, access to public or private services. And second, the zoning 
used varies in function of the objectives. The choice of the appropriate territorial 
level depends on the question raised.  
 
 
According to Donzelot (2004; 2006), the urban dynamic in North America and 
Europe combines three developments which push social groups to occupy 
disconnected spaces: gentrification, relegation and periurbanisation or population 
decentralisation. In Europe, the conquest of the urban centres by the most 
advantaged social groups leads to the rise of real-estate prices and chases poor 
and middle-class families from the centre. The latter then settle on the outskirts of 
the cities, with considerable displacements every day (periurbanisation). The 
poorest families, meanwhile, find themselves relegated to the only spaces 
accessible to them, old public housing or uncomfortable housing estates, 
concentrated ‘among themselves’ in a situation which is endured more than 
chosen (relegation). 
 
 
Urban sprawl has been accelerating since 1999. The population is still showing 
the greatest increase in the cities’ catchment areas, but now on the fringes of that 
space. This is where households can enjoy a rural living environment while 
remaining at an acceptable distance from one or several urban centres (Table 1). 
Indeed, since 1999, there has even been renewed demographic growth throughout 
the rural area. 
 
Table 1- Population changes by type of commune (communes of less than 10,000 
inhabitants) 
       per 1,000 per annum 

 Population change 
between 1990 and 1999

Population change after 
1999 

Communes of less than 10,000 
inhabitants-Together 0.5 0.9 

Rural communes  0.5 1.1 
Urban communes 0.6 0.7 
Urban space 0.8 1.1 
Urban areas 0.8 1 

Urban poles 0.6 Ns 
Periurban communes 1 Ns 
Multi-polar communes  0.6 1.2 

Espace rural 0.1 0.7 
Ns: non significant. 
Note:France is divided into 36,000 communes, 100 départements and 26 regions.  
The communes’ population size is highly heterogeneous. 
Source: INSEE, 1990 and 1999 censuses, 2004 and 2005 census surveys. 
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 This trend is accompanied by an increase in the average distances between 
workplace and home. In 1999, 61 percent of the labour force in employment left 
the community where they lived to go to work.1 In 1990, the proportion was only 
52 percent, and in 1982, 46 percent (Table 2). Today, one out of four wage-
earners devotes one hour or more to the trip between home and work. 
 

Definitions 
The urban unit is a group of one or several towns with continuous built areas and at least 
2,000 inhabitants. The rural towns and villages are those which do not belong to an urban 
unit.  
An urban area is a group of contiguous towns, without enclaves, composed of an urban 
centre and an outlying suburb, where at least 40 percent of the resident population in 
employment works in the centre or one of the towns in its catchment area. 
A multi-polar municipality is a rural town or village or urban unit located outside the 
urban areas, where at least 40 percent of the population in employment works in several 
urban areas without reaching this proportion in any one of them, and which forms a 
contiguous whole with them. 
The urban space is the contiguous whole, without enclaves, of several urban areas and 
the multi-polar municipalities attached to them. At present, France has 96 urban spaces. 
The rural space includes all the small urban units and rural towns and villages not 
belonging to the urban space.  
 
Table 2-Commuters travelling to a place of work 

 1999 1990 1982 
workplace % of 

the 
labour 
force  

Average 
commuting 

distance 
(km) 

% of the 
labour 
force   

Average 
commuting 

distance 
(km) 

% of 
the 

labour 
force   

Average 
commuting 

distance 
(km) 

Living and 
working in 
the same 
commune 

39.1  47.7  53.9  

Commuters 60.9 15.1 52.3 14.1 46.1 13.1 
Source: INSEE, 1990 and 1999 censuses. 
 
The increased flows of home-work mobility in the urban areas results from a 
double development (table 3): 
- a rapid decentralisation of the active population towards the outlying urban areas 
(see above); 
- a concentration of jobs in the urban centres and especially in the near and 
outlying suburbs.  
As a result, the distances travelled between home and work are increasingly long. 
 
Working persons who move mainly enter the outlying urban areas where they 
feed the ranks of the ‘alternating migrants’.2 The increase in female activity and 
the number of households with two working members also contributes to swelling 
the flow of home-work displacements. And the active persons in the towns or 
villages of the rural space are also increasingly subject to forced mobility because 
of the distance from available jobs. In 1999, more than half of them were 
alternating migrants (i.e., nearly 13 points higher than in 1990). In face of this 
growing distance between workplace and home, capacities for mobility assume a 
decisive role and the inequalities in this area are added to other inequalities 
between the individuals concerned. 

                                                           
1 . These figures concern those living in metropolitan France. 
2 . This term refers to active persons with a job outside of their town of residence. 
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2. City 
neighbourhoods 

 
 

In the outlying urban areas and the rural space alike, when public transports are 
insufficient, dependency on the car becomes quite heavy and expenses are 
increased. In the Île-de-France region, the cost of a family’s ordinary, non-holiday 
displacements absorbs an average of 25 percent of the household budget and 
cancels out the economies in housing afforded by prices per square metre which 
are lower than in the areas close to the centre cities (Orfeuil, 2006). 
 
Furthermore, the distance from the workplace is a source of fragility. An incident 
such as an accident, the suspension of a driving licence or a major repair can 
rapidly lead to a breach of relationship with the employer. Similarly, separations 
of couples can require one or both partners to move, thus increasing travel costs. 
In other terms, for purely spatial reasons, some wage-earners only have very 
limited possibilities for replacement jobs in case of a loss of employment or 
change of residence. The problem is all the more acute for unemployed persons, 
who are thus hindered in their job-seeking efforts, but also for seasonal workers 
or those providing personal services.  
 
Table 3-Labour Force and jobs by type of area in 1990 and 1999  

      % 
 Employment (% of total 

France) 
Labour Force (% of total 

France) 
 1990 1999 1990 1999 
Urban poles     

Inner Cities  42.8 41.5 28.6 27.2 
Suburbs 29.4 30.7 34 33.7 
Total 72.2 72.2 62.7 60.9 

Peri-urban areas 8.7 9.1 15.6 17.2 
Multi-polar communes  3.1 3.1 4.7 5 
Rural space 16 15.6 17.1 16.9 

Source: INSEE, censuses. 
 
Location thus has an impact on the capacity for mobility and consequently, on the 
inequalities which result. It is not the only factor involved, however; household 
resources play a part as well. Poverty is an obstacle to mobility: a regular 
displacement by car to a workplace which is 20 km away from home costs about 
250 euros a month, and thus eliminates one quarter of a wage at SMIC level 
(Orfeuil, 2006).  
 
 
The idea that France is a country of cities split in two must be reconsidered in the 
light of quantitative analyses.3 Certain significant points emerge from available 
studies. The territory is marked by intense social disparities and the distance 
between the extreme situations is growing. At the same time, mixed areas where 
all social groups live together are also increasing. Social contrasts structure city 
spaces in a more complex way than the simple opposition between centre and 
suburbs. Most residential developments in fact combine a double differentiation: 
one based on the distance from the centre (concentric levels) and the other, on the 
geographical position (e.g. east vs west).  

                                                           
3 . Given available data, the studies referred to use the IRIS 2000 statistical survey. The 
infra-municipal units analysed will be referred to here as ‘neighbourhoods’. In view of the 
partially arbitrary nature of these divisions, it cannot be excluded that certain areas which 
appear to be socially mixed are in fact made up of two opposing neighbourhoods, each of 
which is socially homogeneous.    
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There can also be individual enclaves grouping together specific populations. The 
ordering of these schematic patterns depends on local history and geography 
(Grafmeyer, 1994).  
 
Martin-Houssard and Tabard (2002, see box below) demonstrate extremely sharp 
social divisions related to space. The difference in average status between rich 
neighbourhoods and those immediately below them on the social ladder is as 
great as the one separating the latter from the most disadvantaged working-class 
groups. Nearly two-thirds of France’s wealthy neighbourhoods are located in the 
Île-de-France region around Paris. In the whole of France, about half of the 
dwelling units in the poor urban neighbourhoods  are low-rent public housing 
(HLM) and 14 percent of the households living in them are foreign born 
(compared to an overall average of 17 % and 6 %). With the trend towards 
gentrification, these neighbourhoods have almost all disappeared from inner-city 
Paris but they still exist in the centre of some provincial cities, notably Marseilles. 
Groups of industrial workers are more likely to be found in the rural area, in the 
orbits of several urban centres (14 %, compared to an average of 5 %). Since 
1999, unemployment has also exerted an influence on the structuring of social 
space. Certain unemployed persons – blue- and white-collar workers or 
technicians – are concentrated in the poor urban areas, where they have less 
access to public and private services and facilities and benefit less from the 
neighbourhood networks which would be useful for their return to work.  
 

Rich neighbourhoods, poor neighbourhoods 
On the basis of the 1999 census data, Tabard identifies eight main types of 
neighbourhoods and municipalities. The main groupings define an indicator of economic 
and social status, which establishes a hierarchy going from the richest areas to the poorest 
ones. We may thus distinguish: 
- Rich neighbourhoods where company executives and engineers are concentrated, for the 
most part in Paris and its western suburbs; 
- Neighbourhoods of technicians, which also have considerable numbers of managers, 
engineers and white-collar workers, located in the suburbs of Paris and those of other 
urban areas;  
- Neighbourhoods of urban centres where middle-level civil servants are over-represented;  
- Skilled industrial neighbourhoods most often inhabited by technicians, foremen and 
skilled workers, generally located outside large or small cities; 
- Poor urban neighbourhoods which have the greatest number of unemployed persons and 
workers in small-scale companies. These are located in the Paris suburbs (except for the 
west) and the large urban areas in the provinces; 
-Semi-agricultural and small business areas including more farm workers but also food-
processing and construction workers. This group is quite rural and located in the West and 
South; 
- Agricultural areas, which also include related activities such as the food-processing 
industries and wholesale food distribution. This is the most rural group (nearly nine out of 
ten areas concerned are rural). 
- Industrial working-class neighbourhoods including a large proportion of workers in 
heavy industry. These neighbourhoods are highly represented in the North, Lorraine and 
Franche-Comté. 
 
The rich neighbourhoods have the most shops and public facilities while the 
industrial working-class neighbourhoods are the least well served in terms of 
businesses, public facilities and especially public transports. The quality of the 
educational provision and performance at school are also directly proportional to 
the social status of the neighbourhood (see Oberti, 2005, and Maurin, 2004a). 
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  If the trends towards gentrification and relegation grow, the mixed areas are likely 
to give way to homogeneous neighbourhoods, alternately rich or poor. For the 
moment, however, this is not the case and the mixed areas still predominate. 
 
Between 1990 and 1999, inequalities between the Île-de-France region and the 
provinces increased. In Île-de-France, 41 percent of the households lived in the 
rich neighbourhoods in 1999, compared to 37 percent in 1990. In the provinces, 
on the other hand, their proportion remained stable and small, just under 3 
percent. It is thus in Île -de-France, which had a population of 11,362,000 in 2005 
(a little more than 18 % of the total French population), that the gentrification 
process is the most advanced and shows the greatest increase. To the extent that 
the desire of private-sector executives’ desire to remain ‘among themselves’ lies 
at the origin of the other two trends, periurbanisation and relegation, it is 
particularly instructive to study the Île-de-France region. 
 
Préteceille (2005) classifies the so-called Francilian (from Île-de-France) 
neighbourhoods according to their inhabitants’ professions. Among the different 
professional categories, more than half are spread over the entire territory but 
fifteen of them have more concentrated settlement patterns (blue-collar workers, 
foremen, civil service clerks and above all private-sector administrative 
employees and managers and engineers). In general, the expanding categories are 
spread more uniformly over the territory (personal services personnel and civil-
service managers). Conversely, professions whose numbers are declining show 
greater geographic concentration (e.g., blue-collar workers). There is an exception 
to this rule, however: company managers and engineers, who are more numerous 
than in 1990, are even more clustered together. We can thus conclude that most of 
the professional groups have not come closer together but that the groups at the 
two extremes (workers on the one hand, company managers and engineers on the 
other) are concentrated within the space, because of the absence of alternatives for 
the former and by choice for the latter. 
 
The most advantaged areas located in Paris and on its western outskirts were 
twice as numerous in 1999 than in 1990 (i.e. they went from 600 to 1,200). They 
have spread to the detriment of areas with medium social status. The latter, 
situated above all in the outer suburbs, also show an increase (from 1,100 to 1,900 
neighbourhoods) and represent 40 percent of the region’s population. The number 
of lower-class neighbourhoods, mainly located in the former ‘red belt’ of 
working-class municipalities ringing Paris, has declined (2,600 to 1,200). The 
categories at the extremes have seen their specific features reinforced since 1990: 
the exclusive nature of the most well-to-do neighbourhoods but even more so, that 
of the lower-class neighbourhoods. This bipolar trend is clear in Paris and the 
inner suburbs.  
All in all, however, there is a polarisation but not a strict separation. The 
hypothesis of a ‘secession of the middle classes’ (Donzelot, 1999; Jaillet, 1999) 
has thus not been confirmed.  
 
The conclusions of Rhein’s study (2000) coincide with those of Préteceille. Those 
of François et al. (2003), based on disparities in household taxable income by 
neighbourhood, also demonstrate the East-West split in the inner suburbs of Paris 
and a vast intermediate space in the outer suburb. The authors observe that the 
most lower-class area is becoming more compact and even poorer but that the 
wealthiest neighbourhoods are not increasing their advantage. 
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II. URBAN POLICY 
AREAS 
 

 
Territorial policy is presently based on two specific schemes, known as Sensitive 
Urban Areas (ZUS) and Priority Education Areas (ZEP, see Document I), which 
are  aimed at remedying territorial inequalities in the fields of education and 
access to employment within the framework of an urban policy. The ZUS  are 
infra-urban public-policy territories benefiting from specific schemes intended to 
remedy the handicaps they face. Their definition, based on the observation of 
spatial segregation, encompasses the most disadvantaged areas in terms of criteria 
such as employment, income and access to certain services. The law of 14 
November 1996 defined 751 of them throughout France and made them eligible 
for specific assistance: tax schemes, social schemes and urban development 
support.4 Ten years later, the reports of the National Observatory on the ZUS 
(ONZUS) allow us to evaluate how their situation has evolved.5   
  
Low household income constitutes a first disability. The average annual income 
per tax household in 2001 was 28,433 euros for the whole of metropolitan France, 
compared to 29,527 euros in the urban units containing a ZUS, but 19,000 euros in 
the ZUSs themselves.6 The average taxable income per consumer unit in 2001 was 
10,540 euros in the ZUS, compared to 18,135 euros in the whole of the urban units 
containing a ZUS, which amounts to 58 percent of the average level of the urban 
units on which they depend and 61 percent of the national level (ONZUS, 2005). 
The persistence of disparities between the ZUS and the urban units to which they 
belong is not the result of a specific population locked into underemployment and 
doomed to low incomes. Residential mobility is high: 61 percent of those living in 
the ZUS in 1990 occupied a different apartment in 1999. But this mobility has 
accentuated the proportion of persons in difficult situations. Because of the low 
rent levels, the ZUS attract the poorest populations, while the inhabitants who 
improve their incomes seek to move away. The fact that the ZUS as a whole have 
not seen their handicap reduced, in spite of the public schemes from which they 
benefit, results in part from a selective residential mobility.  
 
But the ZUS accumulate other handicaps as well. They suffer from a shortage of 
healthcare facilities which is all the more serious given that their inhabitants 
suffer more frequently from certain pathologies (especially excess weight and 
dental problems). In addition, the rate of disadvantaged students the ZUS in 2003-
2004 was 64 percent, compared to 43 % elsewhere. The proportion of students 
two or more years behind in the first year of middle school is three points higher 
in the ZUS schools, while the proportion of teachers under 30 years of age, and 
thus with little experience, is higher (25 % vs 18 % outside). 

                                                           
4 . The law implementing the pact for the revival of urban policy distinguishes three levels 
of intervention: 
- sensitive urban areas (ZUS) 
- urban revitalisation areas (ZRU) 
- urban enterprise areas (ZFU) 
These three levels, characterised by increasingly important tax and social schemes, 
attempt to respond to different degrees to the difficulties encountered in these 
neighbourhoods.  
5 . The National Observatory in Sensitive Urban Areas was created by the law of 1 August 
2003, which calls for the publication of an annual report.  
6 . The average annual income per tax household refers to income before taxes. It does not 
include non-taxable social benefits.  
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III. WHICH URBAN 
POLICY?  

 
 
 

The unemployment rate of the ZUS, which was close to 21 percent in 2004, is 
nearly twice as high as that of the urban units to which they belong. While the 
growing unemployment of immigrant populations, and especially women, has 
contributed to this, the fact of living in a ZUS, other things being equal, increases 
the likelihood of unemployment. In its report on urban segregation, the Council 
for Economic Analysis advanced the hypothesis of spatial hysteresis and warned 
of the risk of a ‘social catastrophe’ (Fitoussi, Laurent and Maurice, 2003, pp. 19-
38). The rise in unemployment between the 1990 and 1999 censuses offered 
serious arguments in favour of this thesis: between these two dates, the 
unemployment rate had increased more rapidly in the ZUS than in their inclusion 
areas (Le Toqueux and Moreau, 2002). 
 
Has the process of urban segregation become uncontrollable? The 2004 and 2005 
reports of the National Observatory on the ZUS partly call this pessimistic vision 
into question. According to the 2004 report, while unemployment in the ZUS 
remained high (19.8 % in 2003), the disparities with other areas diminished at the 
beginning of the decade. Data from the Labour Force Survey and the figures on 
the number of persons registered at the National Employment Agency (ANPE) are 
in agreement on a relative improvement of employment in the ZUS. But even if we 
recognise that the situation of the ZUS is no longer getting worse, it cannot be said 
to be showing a marked improvement.  
 
It is also necessary, however, to take into account the fact that the ZUS inhabitants 
are mobile and that the trends observed may result from the various population 
movements. Furthermore, reasoning based on the average of the ZUS may mask 
divergent trends, with improvements in certain areas counterbalanced by 
aggravations in others, especially since their situations are far from homogeneous. 
According to the 2004 ONZUS report, ‘in one out of every two ZUS, the 
unemployment rate rose between 1990 and 1999 more than 3.2 points faster than 
in the surrounding metropolitan area while 114 ZUS saw their unemployment rate 
rise less than their surrounding area’ (p. 194). There is also a great heterogeneity 
among the ZUS in terms of income. Some of them even have a median income 
higher than the national median income (ONZUS, 2004).  
 
 
In spite of the means implemented and recent measures taken, the results of urban 
policy have been disappointing. In addition to the lack of co-ordination of the 
different sectoral policies, schemes intended to spread out social housing and 
promote the transfer of resources from wealthy urban areas towards 
disadvantaged ones have had little effect. The creation of inter-municipal 
structures on a voluntary basis, in addition to its disorganised nature, reinforces 
the exclusion of the poorest areas, which are kept outside of the other groups.  
 
Before turning to possible alternatives, it is necessary to consider the forms of the 
social mix itself. Indeed, this can be a source of problems in certain cases 
(Chamboredon and Lemaire, 1970), notably when the arrival of a new social 
group stirs up tensions and leads to the different groups’ withdrawals into 
themselves (Donzelot, 2006). Certain experiences in other countries show that the 
arrival of wealthier individuals in a poor environment is rarely favourable for the 
latter. 
 
A positive geographical mobility may be obtained by spreading out social housing 
or helping families to move through financial assistance. In the United States, this 
second model has been more successful.  
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Certain American experiences show that involving the populations concerned 
more closely allows the identification of forms of action which are better accepted 
and ultimately more effective (Donzelot, 2006). In the area of education, family 
allowances for the choice of a higher quality school or territorial assistance 
(revised ZEP policy) may also be envisioned. The assessment of the ZEP and ZUS 
alike reveals the same defects. The new areas are superimposed on existing 
political and administrative divisions and increase the complexity and lack of 
coherence of public policy. 
 
Finally, there is also the question of evaluating the policies carried out. There has 
not yet been a public scheme for the overall evaluation of the ZEP. Even if many 
researchers have worked on the subject, econometric studies estimating their 
impact as a whole have only been undertaken by a few of them, working outside 
of any request from the public authorities. To be sure, the National Observatory 
on the ZUS prepares an annual report but this evaluation does not seem to have 
much impact on public policy apart from the area of housing, where the effects 
are much debated (Fondation Abbé Pierre pour le logement des défavorisés, 
2006).  
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In the view of many, poverty in a rich nation is an outrage which undermines 
social cohesion. The heads of state and government leaders of the European 
Union have made the fight against poverty and social exclusion one of the policy 
objectives to be promoted in Europe in the same way as growth and employment. 
There are, however, few countries which have defined a strategy with precise 
objectives and undertaken to measures the results. The United Kingdom and 
Ireland fall in this category. In France, notably through the law to combat 
exclusion (1998) and the subsequent law on social cohesion, there is greater 
awareness of the need for specific policies and instruments,  but an overall 
strategy and precise objectives have yet to be established. Among the major steps 
of the past fifteen or twenty years, it is necessary to cite the creation of minimum 
income support (RMI) in 1988, the responsibility for which was transferred to the 
départements in 2004, the creation of universal health coverage (CMU) in 1998, 
which improves access to healthcare, and the emphasis placed on access to 
fundamental social rights with the law of 1998. More generally, the return to 
employment is conceived as a key instrument in the fight against poverty. There 
remains, however, a widespread feeling in public opinion, and echoed by the 
media, that poverty is growing.  
 
Poverty is a multidimensional phenomenon and it is necessary to attempt to 
define it in order to analyse its causes, measure its extent and development and 
evaluate the results of the policies implemented. Being poor means not having the 
income or material, cultural or social resources which permit the living conditions 
considered acceptable within the state of development of a given society.  
Viewed in this way, poverty is relative in both space and time. Thus, in our 
society, being illiterate, not being able to take a holiday or send one’s children on 
holiday, having no access to medical treatment and preventive healthcare, living 
in insalubrious housing or a rundown environment exposed to insecurity or, worse 
yet, having only  temporary lodging or being ‘in the street’ are all part of poverty 
situations. These different components do not always converge on the same 
persons, notably when the shortage of income (monetary poverty) is only 
transitory. But such an accumulation exists in the form of what we call consistent 
poverty. In Ireland, for example, it serves as the indicator used to assess the 
advances in the fight against poverty.  
 
The National Observatory on Poverty and Social Exclusion (ONPES), created by 
the 1998 law, makes a major contribution to the analysis of poverty situations by 
associating the studies of the statistics offices and public institutions with material 
provided by community organisations. It has recently developed a list of 
indicators to characterise different aspects of poverty (ONPES, 2006). The CERC, 
for its part, has also participated in this analytical effort by focusing on child 
poverty (CERC, 2004; CERC, 2005c). The accent has been placed on this issue 
because, beyond the fundamental injustice (in the literal sense of the term) of 
poverty where children are concerned, poverty situations, especially when they 
are chronic, weigh heavily on their development, notably through academic 
failure or, more broadly, the constitution of their cognitive, cultural and social 
capital, as well as in terms of their health. Even if there is no absolute 
determinism, poverty undergone during childhood aggravates the risk of poverty 
and social exclusion in adulthood. 
 
The remarks which follow will simply develop several observations and analyses 
on monetary poverty relative to the general problematics of this summary report.  



K POVERTY 
 

 

 184

 
 
 
 

I. MONETARY POVERTY 
 
 
 
 
 

These concern the links between poverty and employment, as well as the role 
which social protection can and should play in the prevention and reduction of 
poverty.  
 
 
Before examining findings concerning the level and development of monetary 
poverty, it is necessary to recall certain important methodological points (see 
box). 
 
In order to define the level of monetary resources below which an individual is considered 
poor, the composition of the household must be considered in order to take into account 
economies of scale on certain forms of consumption. The poverty line is thus calculated 
on the basis of the ‘monetary living standard’ or ‘equivalent income’ (see above on 
income inequalities, Documents F and H) relative to the median living standard.  
 
There are two classic definitions: one, which was long privileged by INSEE, places the 
threshold at 50 percent of the median income; the other, used as the central definition at 
European level, corresponds to 60 percent of the median income. A further look at these 
two measures is useful, if only for the information they offer about the size of the 
population situated between the two thresholds and thus the extent of the concentration of 
living standards in that interval.  
 
Measuring the poverty rate also requires using the most precise statistical source possible 
and avoiding any comparison of findings from different sources (see CERC, 2002a, and 
CNIS, 2006b). The best source available at present is the Taxable Income Survey (see 
Document H). It is not perfect, however. First of all because it excludes individuals who 
are homeless or in unstable housing situations, but also those living in institutions, some 
of whom may be poor: the elderly, workers in residences, students constituting single-
person households.1 In addition, the Taxable Income Survey introduces certain distortions 
concerning the composition of the poor population because it does not yet correctly 
evaluate financial assets income and the implicit income from owner-occupied housing. 
The other available sources (e.g. surveys on living conditions, the old or new European 
household panel) have practically the same omissions in the field covered and the income 
measurements, within their respective fields, are not as good, which leads to 
overestimating poverty rates.  
 
In 2004, the last year studied, the median monetary standard of living was 1,320 
euros a month, which is approximately that of a single person without children 
earning 1.5 times the full-time SMIC. The poverty line at 50percent of median 
income corresponds to 657 euros a month for a single person and the line at 60 
percent, to 788 euros. While the gap between these two thresholds, 131 euros, is 
modest, the number of persons deemed ‘poor’ doubles from one definition to the 
other: 3.6 million with the first threshold and 6.8 million with the second (in 
2004). Furthermore, considerably more than half of the 3.6 million are found 
between a poverty line at 40 percent of the median living standard and that at 50 
percent.  
 
This situation reflects the heavy population concentration between the two 
poverty lines and calls for two remarks. First of all, the characteristics of the 
persons whose income is not far below the 50 percent threshold are hardly 
different from those between the 50- and 60-percent thresholds, even though the 
employment situation of the latter group is generally a little better (see below).  

                                                           
1 . The resources of students living away from home may be significantly underestimated 
because transfers coming from their families are not taken into account.  
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Second, a considerable number of movements in one direction or another, which 
are interpreted as entries into or exits from poverty, can result from slight 
fluctuations in income, without any marked change in the difficulties faced. 
 
The long-term trend towards a reduction in the poverty rate for the 50-percent 
threshold, which got underway at least as early as 1970, was interrupted in the 
1990s and during the last years for which statistics are available (2001-2004) (see 
Table 1). The profile of the poverty rate for the 60 percent threshold has been 
smoother over this period. 
A word of caution is in order, however, where commentaries on changes in the 
poverty rates from one year to another are concerned, for they fall at present 
within the margin of inaccuracy of the survey findings. Thus, the slight decline, in 
constant euros, in the median living standard (- 0.2%) between 2003 and 2004 is 
at the limit of the accuracy threshold.2 
 
Table 1 - Poverty rate 
  Threshold at 50 % Threshold at 60 % 

1970 12.0 17.9 
1975 10.2 16.6 
1979 8.3 14.2 
1984 7.7 13.5 
1990 6.6 13.8 
1996 7.2 13.5 
2001 6.1 12.4 
2002 6.0 12.2 
2002 amended(a) 5.9 12.0 
2003 6.3 12.0 
2004 6.2 11.7 

(a) Because of methodological changes in 2003 the estimation of the poverty rate of 2002 
has been amended 
Sources : INSEE-DGI, surveys Revenus fiscaux. 
 
Situating these findings in relation to those from the other European countries is 
delicate because of the heterogeneity of the sources.3 
 
Until 2001, the main available source for European comparisons was the European 
Community Household Panel (ECHP) featuring data from households queried about their 
incomes and living conditions. Since 2003, a new device for EU statistics on income and 
living conditions (EU-SILC) has been under construction. In some countries, the kind of 
survey remains unchanged (incomes declared by households who are interviewed 
directly). In France, the findings provided by Eurostat are, for the time being, those of the 
Taxable Income Survey. 
 
The disparities related to the utilisation of different kinds of sources are far from 
negligible. Thus, in 1996, the poverty rate for the 50-percent threshold for the entire 
population was nearly two points higher in the ECHP household panel (9 %) than in the 
calculation based on the Taxable Income Survey (7.2 %). 

                                                           
2 . The median living standard, with a reliability index of 95 %, is located in an interval of 
+/- 100 euros; a change of 200 euros in the median living standard from one year to 
another is at the limit of significance. Similarly, the poverty rate at the 60% threshold falls 
within a reliability interval of +/- 0.5 points.  
3 . For the time being, it is hardly advisable to use the data published on the Eurostat 
website for analysing trends because of the changes in statistical sources. 
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II. POVERTY AND 
HOUSEHOLD TYPES 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. Retired persons 
 
 
 

It appears, however, that the French situation may be qualified as intermediate, 
between the countries where poverty rate is considerably lower (Scandinavia, 
Austria, The Netherlands) and those with higher poverty rates (United Kingdom 
and Ireland, Italy, Portugal, Greece). The disparities vary depending on the 
threshold used, notably because of the minimum social benefits and wage 
inequalities in each country.  
 
 
Poverty does not strike all population categories uniformly; certain social 
categories, age groups and family types are more vulnerable than others (Table 2). 
In France, the poverty rate among single persons of working age is higher than the 
average. For non-students under 30 years of age, the fact that the risk of poverty is 
higher than for the population as a whole probably reflects the difficulties of 
labour-market entry. This risk is particularly high when the individual lives alone; 
it has, however, decreased since 1996, although it is impossible to distinguish 
between the impact of more young people remaining in their parents’ homes 
because of their difficulties in labour-market entry and the effect of employment 
trends. For single persons aged 30 to 59, the overexposure to the risk of poverty is 
high and has been growing since 1996. The European countries as a whole 
manifest these differences in the exposure to the risks of poverty but with 
considerable disparities from one country to another. 
 
Table  2 – Exposure to the risks of poverty  
         % 

 1996 2000 2002 2002 
amended 2003 

Under 18  1.2 1.2 1.2 1.2 1.3 
18 to 29  1.4 1.3 1.2 1.2 1.2 
Single person <30 ans 2.0 1.6 1.7   
Single person 30 to 59 ans 1.4 1.7 2.1   
60 and over 0.5 0.6 0.7 0.6 0.5 
Single person >=60 ans 0.5 1.2 1.4   
Single parent familes 1.9 2.1 1.9   
Couple without children 0.5 0.5 0.5   
Couple with 1 child 0.7 0.7 0.7   
Couplewith 2 children 0.8 0.8 0.7   
Couple with 3 children or more 1.8 1.5 1.3   
The whole population 1 1 1 1 1 

Reading note: in 1996, the risk of poverty for people under18 were 1.2 times higher than 
that of the population as a whole 
Sources: INSEE-DGI, Taxable Income Survey, (enquêtes Revenus fiscaux). 
 
 
In France, as in most of the other European countries, the situation of retirees is 
better than that of younger households, notably because their have higher assets 
incomes. During the 1970s and 1980s, older persons saw their situations improve, 
in particular because of the considerable increase in the minimum old-age pension 
in 1984 (Raynaud, 2003). The improvement in the retirees’ living standard is also 
tied to the fact that more recent generations reaching retirement age have fully 
contributed to funds with higher benefits and that the increase in female 
employment has reduced the share of older women who only receive survivor’s 
pensions.  
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2. Single-parent 
families 

 
 
 
 
 
 

Since the 1990s, some of these factors have been reversed: the minimum old-age 
pension, which is indexed to prices, has risen more slowly than the median living 
standard and, if the effect of the retirement of generations with better coverage 
still comes into play, since 1993, the pensions have been indexed to prices rather 
than to the average wage (see Document D). Overall, the poverty rate of persons 
over 60 is no longer decreasing and is even increasing for single persons, whose 
poverty rate, in particular that of those receiving survivor’s benefits, is much 
higher than that of couples. That said, a large share of the poorest retiree 
households own their homes or have free housing (84 % of retiree households are 
found in the lowest 10 % of incomes). Taking this factor into account through 
imputed rents based on international standards (Driant and Jacquot, 2005) reduces 
the poverty rate of retired persons (Deloffre, 2006; INSEE, 2006f).   
 
 
The risk of poverty for single-parent families is about twice as high as that of the 
population as a whole (Lapinte, 2004). A combination of two causes is involved: 
a lower training level, which leads to a greater risk of unemployment or low-paid 
jobs,  and greater difficulty in reconciling work and parental responsibilities. 
These two factors also come into play in the other European countries but to 
varying degrees. In Germany, The Netherlands, the United Kingdom and Spain, 
the single-parent family’s risk of poverty is higher than in France, seemingly 
because of a more pronounced combination of these two factors; in the 
Scandinavian countries, single-parent families are much less exposed to the risk 
of poverty, notably because of the existence of schemes making it easier to hold a 
job (CERC, 2004).  
 
The number of children in single-parent families varies from one country to another. 
Thus, in the United Kingdom, practically 20 percent of children aged 0 to 14 years were 
living in single-parent families in 2000, and in Germany, just over 10 percent. The 
proportion is only 8.7 percent in France, 8.1 percent in The Netherlands and less than 3 
percent in Spain. The greatest increase in single-parent families between 1990 and 1999 
occurred, moreover, in the United Kingdom, although the percentage there was already 
especially high. The corresponding employment rates are also quite variable from one 
country to another. In 1996, France showed the highest employment rate for heads of 
single-parent families, mainly women (76 %), along with Denmark (75 %), Portugal (75 
%) and Austria (74 %). At the other extreme, the employment rate was particularly low in 
Ireland (38 %) and the United Kingdom (45 %). In these two countries, the proportion of 
inactive persons among single-parent families was the largest in Europe (46 % in the 
United Kingdom and 55 % in Ireland), while France showed the lowest rate (13 %), albeit 
one which is compensated for by a fairly high unemployment rate.  
 
In a number of European countries, including France, the child poverty rate is 
slightly higher than that of the population as a whole. Two countries constitute an 
exception: Denmark and Finland. In France, 18 percent of the children were 
living below the poverty line (at 60 %) in 1996, compared to 16 percent of the 
entire population. The rate is generally higher in the other countries. Conversely, 
the intensity of the poverty, measured by the gap between the average income of 
the poor persons and the poverty line, is lower among than in the population as a 
whole. This situation may stem from the effect of means-tested family social 
transfers. Denmark and Finland remain at the top of the ranking, with both the 
lowest rates and intensities of child poverty. France ranks higher in terms of 
intensity than in terms of poverty rate. This may be explained by the effects of the 
minimum social benefits which improve the livings standards near the poverty 
line without allowing most of the beneficiaries to cross over the threshold.  



K POVERTY 
 

 

 188

3. Large families 
 
 
 
 
 
 
 
 

III. POVERTY AND 
EMPLOYMENT 

 
 
 
 
 
 
 
 

 
The families most often exposed to poverty are those with three or more children. 
In France, the rate of child poverty is three times higher among couples with three 
children than among those with one child. Denmark and Finland stand out with a 
poverty rate which is nearly identical regardless of the number of children. The 
vulnerability of large families and single-parent families is explained, in part, by 
the  greater difficulty in reconciling family and working life, which hampers 
access to employment (Eydoux, Letablier and Sylla, 2006).  
 
 
In the French system, given the existence of minimum social benefits and the 
level of the minimum wage, the main factor explaining poverty is the situation 
with regard to employment. It is necessary to be clear on this point. In 2003, a 
wage-earning household, regardless of the number of children, which benefited 
from a housing allowance and other social transfers (family allowances, etc.), had 
an income above the poverty line at 50 % (albeit sometimes very slightly) so long 
as it had a wage at full-time SMIC level for the entire year.4 For the threshold at 60 
percent of the median income, this was no longer the case with a single annual 
SMIC for couples with or without children. On the other hand, as soon as the 
couple’s income reached 1.5 times the SMIC (e.g., with one full-time and one part-
time job), the disposable income went above the poverty line at 60 %, regardless 
of the number of children.  
 
It may seem surprising that a full-time SMIC leads to a disposable income above 
the poverty line (at 50 %): a family with only one wage at SMIC level obviously 
has a hard time ‘making ends meet’ and can legitimately be considered as ‘poor’ 
or very low on the income ladder. What should we conclude from this situation? 
First of all, that the median living standard is not very high, notably with regard to 
the average (17,654 euros in 2003), already underestimated because of the 
inadequate reporting of assets income, which is more concentrated in the 
households at the top of the distribution.5  
 
But how are we to explain the figure of more than one million poor workers?6 It 
stems, for one thing, from the existence of self-employed households, even if 
different survey distortions probably lead to an overestimation of the 
phenomenon. But it is  especially due to the fact that many low-paid wage-earners 
do not work full time during the entire year.7 One out of five wage-earners has a 
duration of employment under forty weeks and the same proportion work less 
than twenty-seven hours a week (see Document F).  
                                                           
4 . With the increase in the purchasing power of the SMIC since 2003, this kind of findings 
should still be valid. These calculations were made with Pâris model developed by the 
Ministry of Finance’s former Forecasting Department, now the General Directorate of the 
Treasury and Economic Policy (DGTPE, see note 25 above and CERC, 2004).  
5 . More than 60 % of the population has a living standard below the average. 
6 . In 2001, 1.35 million poor persons had been economically active at least six months out 
of the year, including 200,000 who were self employed. The change in the source for the 
Taxable Income Survey makes it impossible to calculate a homogeneous figure for 2003.  
7 . The self-employed earned income taken into account is the net taxable income, which 
may vary sharply from one year to another because of the fluctuations in activity but also 
because of accounting and tax rules. Indeed, in surveys simultaneously measuring 
monetary poverty and poverty in terms of living conditions, the divergence between the 
two are the greatest for self-employed persons. In addition, the Taxable Income Surveys 
do not impute any real-estate assets income to homeowners; this increases the proportion 
of ‘poor’ owners relative to that of tenants, when in fact, self-employed persons more 
often own their residences.  
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IV. SOCIAL PROTECTION 
AND POVERTY 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. The role of 
economic 
integration 

 
 
 
 
 
 
 

Obviously, both of these groups may not be poor if they belong to a household 
where the other partner works sufficiently, but it is surely within their ranks that 
most of the ‘poor workers’ are to be found.  
 
More than increasing the minimum wage, which can have negative consequences 
for employment, anti-poverty policies should therefore focus on increasing 
continuous, full-time employment for all those who seek it. This entails first of all 
the improvement of qualifications and the fight against hiring discrimination but 
other dimensions of the problem as well: training, financial incentive policies, the 
location of jobs, childminding and back-to-work assistance. 
 
 
From this standpoint, it is useful to examine the role of social protection (in the 
broad sense of the term) in the fight against poverty. On the one hand, it can help 
to promote employment; on the other, for those who are excluded from 
employment, it should reduce poverty situations or limit their severity. 
 
Such an approach is not current in studies, French and European alike, where the 
effect of social transfers on poverty are analysed, in a static and somewhat 
erroneous way, by evaluating a ‘poverty rate before transfers’ and comparing it to 
the observed poverty rate.  
 

Poverty before or after social transfers 
A classic way of approaching this subject is to measure poverty rates before and after 
social transfers (after direct taxation). This method, used both at European level and in the 
studies of the Observatory on Poverty (ONPES), nonetheless raises serious methodological 
questions and may well lead to errors of interpretation, notably in international 
comparisons. Within such analytical framework, what is measured is the proportion of 
persons whose income (earned income and assets income plus, depending on the studies, 
pensions) is below the poverty line after transfers and direct taxation.  
The situation before transfers is fictitious, however: in the absence of transfers, the 
situation of the primary incomes would be different, given that certain benefits are 
intended to encourage withdrawal from the labour market. And above all, the transfers are 
funded by contributions which modify the form of the income distribution. It would 
therefore be better to use a poverty line ‘before transfers’ which would be defined on the 
basis of the corresponding median income.  
This problem is aggravated in international comparisons when the sources collect income 
after taxes, as is the case in the ECHP panels. Veritable aberrations can result, such as the 
fact that Denmark (which funds the majority of social protection through direct taxation) 
becomes the country where the poverty rate ‘before transfers’ is the highest of all the 
European countries. This methodological defect should be corrected in part when the EU-
SILC datasets are available in their final form.  
 
 
Social protection can help to reduce poverty by promoting employment which is 
lasting and full-time. This is the case, first of all, with back-to-work assistance for 
the unemployed or those receiving minimum social benefits. The unemployment 
insurance reform of 2001, which intensified back-to-work assistance schemes, 
marks a step in this direction (CERC, 2005a) but it remains insufficient in at least 
two respects: 
- First, given the eligibility requirements for unemployment insurance and the 
rules for the allocation of the RMI, many job-seekers – and especially young 
people under 25 – do not have sufficient income to undertake a thorough search 
for employment. 
- Second, the training schemes for the unemployed function better for those who 
have the most training and are the most employable.  
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2. The level of 
minimum social 
benefits 

 
 
 
 
 

In addition, the ‘economic integration’ dimension of the RMI, which is another 
facet of the anti-poverty policies, is not sufficiently implemented (Cour des 
comptes, 2002); the 2003 law on the decentralisation of the RMI was supposed to 
develop this element but there is, for the time being, no overall evaluation of its 
results. 
 
It must also be noted that in the case of the allowance for lone parents (API), there 
is no support scheme which would increase the parents’ chances of finding a job, 
on the model, for example, of the New Deal for Lone Parents introduced in the 
United Kingdom (Gratadour, 2005).  
 
Two other aspects of social policy are essential for permitting sufficient 
employment. The first is the location of social housing. A residence far away 
from the places where there are expanding job opportunities may be an 
insurmountable obstacle to holding a full-time job, especially for those with 
children, because of the time and expense of transport. This is one factor at work 
in the problem of disadvantaged suburbs. Second, assistance for the reconciliation 
of family and working life is also essential in the fight against poverty, but public 
efforts in this area are not specifically oriented towards the poor populations 
which, in fact, have proportionally less access to paid childminding (CERC, 2004; 
Bressé and Galtier, 2006; Mahieu, 2005). This issue is all the more important 
because leaving the labour market to take care of one’s children for several years 
increases the difficulties of finding employment afterwards, especially for those 
with low qualification levels. 
 
 
If social protection should be organised to fight against poverty by promoting 
employment, it is just as necessary to recognise that many people remain 
excluded from employment or adequate employment. This raises the issue of the 
level of minimum social benefits and family benefits. 
 
In 2003, the income of an RMI beneficiary, even with a housing allowance, was 
under the poverty line at 50 percent of the median income, regardless of the 
family configuration. An individual receiving the lone parent allowance (API) had 
an income above the poverty line at 50 percent but under the 60 percent threshold. 
The amount of the RMI allowance at the time of its creation was largely below the 
full-time SMIC; this choice has not been modified and the gap even tends to 
increase because of the rise in the purchasing power of the SMIC (an average of 
1.5 % per year from 1993 to 2005, compared to 0.2 % for the RMI). On 1 July 
2006, the RMI allowance for a single person represented less than 35 percent of 
the full-time SMIC and for a couple, less than 52 percent.  
 
Other countries have opted for a higher income. In return, they make a more 
significant effort in the area of economic integration and place greater demands 
on beneficiaries. This is the case in The Netherlands, for example, where the 
minimum income support for a couple equals the full-time minimum wage. 
 
The level of the minimum social benefits is an even more important issue when 
children are involved. In its report on poor children (CERC, 2004), the CERC 
stressed the need to increase supplements for children if the fight against child 
poverty was to be a goal. The profile of child-related transfers varies little with 
income level (see Document D). As a result, family policy as a whole includes no 
implicit objective of combating the poverty of families with children.  
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3. Housing 
 

 
It is also necessary to consider housing allowances and the housing conditions of 
poor families. Pressures on the housing market, tied notably to inadequate 
housing construction during the 1990s and until 2004 (see Document A), have led 
to a sharp increase in the cost of housing purchase and rents alike. This rise 
weighs particularly on the budgets of low- or moderate-income families. 
 
The analysis of housing conditions and costs is mainly based on the Housing Surveys 
carried out by INSEE. In these surveys, the households indicate the amount of their income 
but, in most of the resulting publications, this does not include housing assistance. These 
allowances are only taken into account to go from the gross affordability ratio (i.e., rent 
divided by income) to the net affordability ratio (rent less allowances divided by income). 
The fact that incomes are declared and housing allowances are not taken into account 
means that these data are not directly comparable with the results of the Taxable Income 
Surveys.  
 
Low-income households (i.e., with a declared monetary living standard, excluding 
housing allocation, under half of the median living standard) are more often 
tenants, in social housing or the private sector, than was the case in the past. This 
situation stems in part from the decline in the proportion of elderly persons (more 
often owners) among the ‘poor households’. Today’s low-income households are 
more often city-dwellers and of working age. 
 
Table 3 – distribution of households by kinds of housing 
         in % 

 1988 2002 
 Low 

incomes 
The 

whole 
Low 

incomes The whole

owners non acceding 35.8 27.8 27.9 35.8 
People acceding to ownership 11.6 26.4 7.2 21.5 
Social housing tenants 19.1 17.1 32.1 17.5 
Private sector tenants 19.5 20.0 24.3 19.8 
Other situations (free 
accommodation, subtenants) 14.0 8.7 8.5 5.4 

The whole 100.0 100.0 100.0 100.0 
Source : INSEE, surveys Housing (Logements) in Driant et Rieg (2004a). 
 
In 2002, rent alone, without maintenance charges, represented a large portion of 
the income of low-income families (what is termed the gross affordability ratio) 
but housing allowances brought the (net) affordability ratio rate down to the level 
of tenant households as a whole. The increase in rents, more rapid than that of 
incomes, had led to a sharp rise in the share of rents in the household budget 
(before housing allocations).8 The extension of the coverage of housing 
allocations in the early 1990s and the change in the way they are calculated in 
2001 have increased their weight in the budget of low-income households. This 
has not sufficed, however, to prevent a rise in the net affordability ratio. The 
continuation of the rapid rise in rents since 2002, which has not been matched by 
the adjustment of housing allowances, has certainly aggravated the situation. 

                                                           
8 . The increase of the average rent results from both a price effect when leases are 
renewed and the change in the overall supply with the reduction of the number of units 
with very low rents.   
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 It must be indicated, moreover, that in a tight housing market (especially in 
certain cities), the existence of a housing allowance may contribute to a rise in 
rents in the case of low-income households, which means that the allowance is 
partly ‘transferred’ to the landlord. This is the conclusion reached by an 
econometric analysis of the effects of extending the coverage of the housing 
allowances in the early 1990s (Fack, 2005). 
 
Table 4 – Share of rents in the income 

          % 
 gross affordability ratio net affordability ratio 
 1988 2002 1988 2002 

Low income households 29.0 40.1 12.9 16.1 
Social housing 26.6 33.4 7.6 10.0 
Private sector 31.7 50.8 19.0 25.7 
The whole of tenants 15.1 19.7 12.7 16.2 

Sources : INSEE, surveys Housing (Logements) 1988 and 2002 in Driant et Rieg (2004b). 
 
 
Beyond the growing burden which housing represents for low-income 
households, their increased concentration in social housing which is being 
‘pauperised’ and the frequent location of this kind of housing far from the city 
centres where employment is growing all contribute to the deterioration of the 
living conditions of poor households and limits their employment possibilities. 
This situation constitutes another aspect of the problem of disadvantaged suburbs. 
And the conditions of access to social housing (e.g., the small number of available 
dwellings for single persons) goes further towards explaining the situation of the 
homeless than their personal characteristics or histories (Brousse, 2006). 
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I. FROM DEMOGRAPHIC 
DYNAMICS TO 
ECONOMIC AND SOCIAL 
CHANGE 

 
 

1. A promising 
demographic 
outlook 

 
 
 
 
 
 
 
 
 
 
 
 
 

This final chapter, ‘Between shadow and light’, goes back over some of the 
observations made in the preceding documents which seem particularly important 
in the context of the CERC’s remit. It is composed of three sections. The first bears 
on demographic dynamics and economic and social change. The second notes the 
lessons to be drawn from the analysis of certain sources of social inequalities. The 
last deals with the necessary reorganisation of the Social State.  
 
Usually overviews tend to be presented in half-tones, where each argument 
contains its own reserves. In our opinion, on the contrary, it seems useful to draw 
up the portrait of the dozen years in question with emphasis on the play of shadow 
and light, for the French situation is one of contrasts. Such an approach may thus 
permit the political and social effort to be focused on reducing the weak points. 
 
 
As a first observation, it may be said that France is one of the rare countries in 
Europe with a rather favourable demographic dynamics. France’s birth rate places 
it in a better situation than many other European countries with regard to the 
replacement of its population (Document A).  
 
 
The dynamism of the birth rate is favourable to that of French society. However, 
it also raises the stakes of a strong investment in the country’s youth, in terms of 
the efficiency of the educational system, family policy, public infrastructures and 
housing. 
 
To be sure, French society, like those of its neighbours, is going to face 
population ageing because of greater life expectancy, but this will occur more 
moderately and later on. Overall, the French population pyramid is more 
promising than that of the average of the neighbouring countries.  
 
Ageing must be considered from several perspectives. First of all, there is every 
reason to rejoice over the increase in life expectancy which is the main source of 
this ageing. But it is also creating new needs, whether in terms of healthcare and 
the dependency of greater numbers of elderly persons (even if the life expectancy 
without dependency is increasing at least as fast as life expectancy per se) or 
housing and infrastructures.  
 
Second, this ageing contributes to the rise in pension expenditures. In France as in 
Europe as a whole, facing up to the funding of pension schemes has emerged as 
one of the major challenges to be met. During the period covered by this report, 
there were two major reforms, in 1993 and 2003 (Document D), and an evaluation 
is scheduled for 2008 (within the Advisory Council on Pensions [COR]) in view of 
adjusting the mechanisms.  
 
For its part, the CERC would simply like to point out that settling the funding of 
pensions without excessive pressure on the distribution of income between 
generations (which, moreover, can penalise growth itself) and without excessive 
reduction of retirees’ incomes (Documents D and H) requires an improvement in 
economic growth accompanied by an improvement in the employment rate 
(Document E).  
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2. A better-trained 
population 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3. Insufficient 
economic 
dynamism 

 
 

First of all, the employment rate for older persons is low in the 55-59 age group (7 
points below the average for the EU-15) and even more so in the 60-64 group (11 
points less). Between now and 2010, only the 55-64 age group will be able to 
contribute to the growth of the working-age population.  
 
With regard to female employment, the situation observed is different. The female 
participation rate places France above the European average (by 5 points); only 
the Scandinavian countries and Portugal have higher rates.1 But the extent of 
female unemployment reduces this score (France ranks eighth among the EU-15). 
Furthermore, INSEE’s Labour Force Surveys bring out the large proportion of 
women who are in part-time employment and would like to work more. This 
situation draws our attention to the nature of the jobs proposed and the opening up 
of occupations but also the means of reconciling working life and family 
responsibilities.  
 
Concerning youth employment, while caution must be applied in the use of the 
unemployment- or employment-rate indicators in international comparisons 
(Document E), the specific difficulties this population encounters, which are 
greater in France than in many other European countries, must not be 
underestimated. 
 
 
The demographic trend is bringing about a qualitative transformation of the 
working-age population. The generations entering the labour market have, on the 
average, a higher level of education and training than the generations leaving it. 
This factor should help productive fields to evolve towards activities with greater 
added value and reduce the extent of unemployment among those without 
qualifications. In fact, France’s training structures by age and level are improving 
and coming closer to those of countries which invested earlier in greater access to 
secondary education. 
 
A dark shadow in this picture, however, is the persistence of a high proportion of 
young people leaving initial training without adequate qualification. In addition, 
the French economy does not yet provide enough jobs corresponding to the sharp 
increase in the number of persons exiting higher education. This results in an 
under-utilisation of their abilities and downgrading phenomena which are harmful 
to individual dynamism and social cohesion alike.  
 
 
This demographic dynamism is not transformed into sufficient economic 
dynamism, as demonstrated by the fact that French growth lies within the 
European average. Indeed, this average is pulled down by Germany, Italy and 
France, each of which shows a weaker economic growth, more for internal 
reasons than because of the competition resulting from the opening of the market 
or the EU disciplines. It should be noted, however, that France maintains a higher 
growth rate than the other two countries.  
 
While an in-depth examination of the factors of growth does not lie within the 
CERC’s mission, we would nonetheless like to draw attention to the following 
points: 

                                                           
1 . The data apply to the 25-54 age group, so as not to mix the analysis of this issue with 
the question of the employment of young people and older persons. 
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4. Employment 
 
 
 
 
 
 
 
 
 
 

France does not sufficiently manage to make its foreign trade contribute to its 
own growth. This situation stems more from inadequacies in innovation or market 
niches than from its geographical focus or the level of its labour costs. To be sure, 
France, like all the industrialised countries, is facing sharp competition from 
countries with very low wages, which has led to a massive flow of industrial 
goods imports and relocations. But this kind of competition has not prevented 
several other European countries from making their foreign trade a factor of 
growth.  
 
Here, we must ask ourselves about the nature and effectiveness of our 
investments. Before going any further, we would like to stress that the high level 
of the returns which the financial markets demand of the firms penalises growth 
over the long term. It imposes the choice of investments with extremely short 
return rates. At the same time, it tends to erode the profitability of the other 
companies (e.g., the subcontractors) and, last of all, makes employees the main 
adjustment variable.  
 
That said, and to come back to the French effort itself, we must also reconsider 
our research and education policies. It is true that France’s R&D investment falls 
within the European average but it remains far behind the efforts of countries 
more committed to the strategy of a knowledge economy (Sweden or Finland, for 
example). Where initial education is concerned, France makes a significant 
financial effort (5.6 % of the GDP).2 Across Europe, it is one of the countries 
making the greatest effort, even in proportion to the number of young people. 
 
The outcomes, however, do not live up to expectations when we compare the 
knowledge and skills acquired at the end of compulsory education (i.e., through 
international surveys such as PISA, carried out by the OECD). And there are many 
failures. Each year, about 6 percent of a generation (50,000 young people) drop 
out of middle school or short vocational training before the final year. Including 
these early exits, more than 100,000 persons end their initial training without an 
upper secondary diploma.3 And each year, about 90,000 young persons who have 
entered higher (tertiary) education abandon their studies with poor results.  
 
While these failures cannot be imputed to the educational system alone but also to 
general social conditions, we should nonetheless question the efficiency of the 
forms of instruction and the shortcomings of the guidance provided, as well as the 
distribution of the means (Document I). The CERC clearly has neither the calling 
nor the expertise to go further into the matter. But it must emphasise the risks 
which this situation brings to bear, in terms of France’s competitiveness and thus 
its capacities for growth, as well as its social cohesion. 
 
 
France has seen periods of sharp growth in private-sector employment (e.g., the 
end of the 1990s). But over the whole of the period studied (1993-2005), the rise 
in employment barely reached the European average.  
                                                           
2 . This figure does not reflect spending on early childhood education in order to permit a 
better international comparison, because in many countries the early education of young 
children takes place in structures which do not depend on the educational system. On the 
other hand, it does include expenditures for research carried out in the educational 
institutions. 
3 . Since 2000, young people with low qualification levels have represented 18 % of the 
entire 20-24 age group, which is 5 points higher than in Germany and 10 points higher 
than in Sweden or Finland.  
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5. Government 
finances 

 
 
 
 
 
 
 
 
 
 

And this is not enough to reduce its unemployment level, which is above the 
European average, even at the peak of the employment cycle. 
 
The country is also having difficulty planning the changes which will be 
indispensable in future for facing up to population ageing (the employment of 
older persons). And although we cannot speak of a real labour-market dualism, 
there are trends towards division. The fairly high employment mobility is largely 
the result of a very great – and rising -- instability faced by young people and 
those with few qualifications (cf. Chapter II of the CERC’s report on job security 
[CERC, 2005b]).  
 
 
France devotes a major share of its resources to its collective functions. This is a 
positive factor and the French accept such a collective effort. Public expenditures, 
when they are well directed and carried out with a heightened concern for 
efficiency, can be both a source of growth and a factor of social progress and 
cohesion. 
 
The period under study is characterised by several major trends: 
 
In terms of social security and tax contributions, a growing role is given to the 
financing of social protection by tax resources. These may be allotted directly or 
result from government (and thus tax) compensation for reductions in employer 
contributions on low-paid jobs and subsidised contracts.  
 
The income tax presently combines a general contribution (CSG-CRDS) and a 
progressive tax (IR).4 But the extent of special tax schemes and the growing 
recourse to tax relief harm the system’s readability without ensuring the 
effectiveness of the economic choices. At the same time, they give rise to feelings 
of injustice. The progressiveness of the system has been displaced from the tax 
contribution (reductions in the income tax schedule) to the social contribution 
(reductions of employer social contributions), with the risk of developing low-
wage traps. 
 
With regard to the structure of expenditures, the share of those devoted to social 
protection has increased: in 2005, they represented 29.6 percent of the GDP, which 
is more than three points higher than in 1993. The increase in health or pension 
expenditures has not in fact been compensated for by a reduction of expenditures 
for unemployment compensation (unemployment insurance and minimum social 
benefits). Such a reduction would have been permitted by a greater improvement 
in the employment situation, as is the case in several European countries (cf. 
Table 2 in the introduction to this report and Document D). 
 
This trend continues to decrease the share of individual income which is 
immediately disposable in favour of transfer income (Documents B and G). Such 
a situation contributes to the feeling, expressed in household surveys, of an 
insufficient rise (or even a decline) in income.  
 
Little progress has been made in ensuring the efficiency of public spending, 
whether at the level of the central government, the regional and local authorities 
or the social protection bodies.  

                                                           
4 . A large part of income from assets is either exempt from income tax or subject to levy 
at source.  
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6. Income 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Statistical 
observations and 

public opinion 
 
 
 
 
 

Overall, the period studied has continued to experience a deficit in government 
finances (an average of 3.5 % of the GDP over the period) and a significant 
increase in the debt (66.6 % of the GDP in 2005, which is nearly 21 points higher 
than in 1993), in spite of a rate of social security and tax contributions among the 
highest in Europe. Combined with the consequences of population ageing, this 
situation places an excessive burden on future generations. 
 
 
The per capita disposable income measured in the national accounts increased, in 
purchasing power, 22 percent between 1993 and 2005, which represents an 
average of 1.7 percent a year. This growth is equivalent to that of per capita GDP 
(21 % over the period, or an annual average of 1.6 %). In the national accounts, 
the contribution of the collective functions to the households’ living standard is 
indicated through the definition of an adjusted disposable income (see box 
below). This concept is preferable in international comparisons because the 
collectivisation of certain consumptions (education, healthcare) varies greatly 
from one country to another. 
 

Collectivised expenditures and income measurement 
In the national accounts, certain expenditures of the state or the social protection bodies, 
such as those for education, hospitals and the share of healthcare or medical goods 
expenditures which are reimbursed, are not entered as household consumer spending. 
Rather, they are considered as consumption expenditures of the public administrations. 
Evaluating these public expenditures with private functions and adding them to the actual 
household expenditures gives us a better picture of the goods and services really 
consumed by the households. These two notions, consumer spending and real 
consumption, are associated with corresponding definitions of income: disposable income 
and adjusted disposable income. The latter is higher than the former but rises at practically 
the same rate.   
 
The adjusted disposable income is one quarter greater than the per capita 
disposable income. It increases at practically the same rate, an average of 1.6 
percent annually (Document G). 
 
Within these incomes, the rise in wages after social contributions is the slowest 
(1.0 % per wage-earner on a yearly average); that of the (mixed) income of the 
self-employed advances more rapidly (2.3 % per capita). And within assets 
income, the remuneration of real-estate assets increases much more quickly (3.5 
% total) than that of investment income (0.8 %), notably because of the decline in 
real interest rates. On the other hand, the growth of dividends paid to the 
shareholders of the large corporations has been spectacular in recent years and is 
perceived as such by public opinion.  
 
 
If there has really been an increase in per capita household income, albeit a 
modest one, how are we to explain the feeling expressed in opinion polls and 
surveys that purchasing power is declining? We should note, first of all, that 
during the period when the controversy over purchasing power spread (2001-
2005), household income rose less than the average figures for the whole of the 
period: 1 percent annually between 2001 and 2005 for per capita disposable 
income and 1.3 percent for adjusted income. 
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Hard times 
 
 
 
 

The terms of this controversy require clarification: without common recognition 
of the facts, it is difficult to conduct a social dialogue or a political debate. It is 
thus important to understand the sources of divergence between public opinions 
and statistical observations.  
 
From this standpoint, the studies conducted within the framework of the National 
Council on Statistical Information (CNIS), which is composed of statistical data 
producers, the social partners, elected officials and researchers, are of great 
importance. Document G draws heavily on this research. 
 
In the case of income trends, like any other variable, there is no incompatibility 
between the growth of average income and the fact that a portion of households or 
individuals experience a drop in their incomes. In fact, individual incomes have a 
high variability, notably when they are tied to alternating periods of employment 
and unemployment (see Document F). 
 
With regard to the measurement of prices (and thus of purchasing power), three 
levels of analysis are necessary. The first concerns factors which may lead to the 
feeling of a rapid rise in prices; thus, the cash changeover to the euro set off 
certain excessive price increases, even if the average effect remained moderate. 
But the feeling that prices had risen with the changeover to the euro was quite 
intense.  
 
The second level of analysis concerns the quality of the measurements, which has 
not been called into question by analyses and discussions within the CNIS. It is 
likewise judged excellent by the international organisations.  
 
Last of all, there is the appropriateness of the consumer price index for measuring 
the purchasing power of households as a whole and, even more, specific 
categories of households.  
 
- Household expenditures are not limited to consumption but also include 
investment in housing (Document G). A new index including the latter could be 
established to evaluate the evolution of household purchasing power relative to 
the whole of their consumption and investment expenditures. 
 
- INSEE establishes, and now publishes, price indexes for different categories of 
households which take into account their particular consumption structure. These 
categories are defined, for example, by income level or geographic location. The 
trend differentials are not negligible in a period when there is little change in the 
level of prices and income but at the same time, certain prices show particularly 
sharp increases (energy, rents). These developments are examined in Document 
G.  
 
 
There is undeniably a feeling in public opinion that life is now more difficult. 
This report has already mentioned the disputes over changes in prices and 
purchasing power. The sharp price increases on consumer items which the 
households cannot easily get around in the short term, the pressure of needs 
aroused by new consumer goods and services and the high level of expenses 
subject to contractual commitments (rents, electricity, telephone, insurance, 
repayment of loans, etc.) all reduce the resources available for other expenses and 
reinforce the feeling that there is very little room to manoeuvre. 
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7. Income 
inequalities  
and poverty 

 
 
 
 
 
 

Two other factors must be recalled as well. First, the income of the majority of the 
French is not very high. Half of the persons living in metropolitan France have a 
monetary living standard (or “equivalent income i.e. disposable household income 
divided by its size in consumer units) below 1,315 euros per month (2004 
figures), in other words, this amount for a single person or 1,972 euros for a 
couple. At this income level, everyday life is not simple, especially if the rent is 
high or required transport is costly. Not to mention those who are even lower on 
the ladder without even being counted among the poor. 
 
Second, there is the uncertainty about employment situation and income. 
Uncertainty which is experienced by wage-earners who do not work throughout 
the entire year but which extends to all those who have a feeling of job insecurity. 
Uncertainty and objective risks which weigh more heavily on persons living alone 
and single-parent families. 
 
Beyond persons of working age, for whom this uncertainty about income may be 
compounded by their low earnings level, it is also necessary to mention those 
with small pensions. We may recall, for example, that the minimum old-age 
pension is presently 610 euros for a single person and 1,095 euros for a couple.5 
Some 548,000 persons in metropolitan France and 74,000 in the overseas regions 
receive this pension. And life is also difficult for those living in disadvantaged 
neighbourhoods, which are, in fact, disadvantaged by income level, by the 
distance from possible workplaces and the related transportation costs, by the 
inadequacy of public and private services and collective facilities, and sometimes 
by risks of insecurity. 
 
 
During the 1990s and until 2004 (latest year available), income inequalities and 
poverty were stable overall in France (Documents F, H and I), while many other 
countries are presently experiencing an aggravation of the former. This stability 
follows a period of decrease over the previous two decades.6 This finding also 
runs counter to commonly held opinion and it is useful to explore the divergence 
of appreciations.  
 
Public opinion is, with good reason, sensitive to the extreme situations. Poverty, 
as it is measured through the proportion of individuals whose ‘monetary living 
standard’ is below a given threshold (50 or 60 % of the median living standard, 
which, in 2004, amounted to 657 or 788 euros), encompasses situations which are 
well above extreme precariousness.7  
 
On the other hand, the highest incomes and the greatest wealth, to which public 
opinion is most sensitive, concern a fairly limited number of situations, many 
fewer, probably, than those covered by the most detailed statistics we can 
establish: even the published statistical findings on the top 1 percent of the 
population concern more than 600,000 persons.  
 

                                                           
5 . A single person receiving the minimum old-age pension is therefore defined as poor; a 
couple is not  if we use the threshold of 50 % of the median living standard, but is at the 
60 % threshold.  
6 . The trend is not sufficiently great, however, to rule out the fact that it is due to changes 
in measuring instruments.  
7 . On monetary living standard, see Document H.  
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II. AT THE SOURCE OF 
INEQUALITIES 

 
 
 
 

1. Job instability 
and insecurity 

 
 
 
 
 
 
 
 
 

In the second place, statistical observation bears neither on the whole of the 
population (in particular, some of the most precarious households elude ordinary 
surveys) nor on the totality of the incomes (notably assets income) and the CERC 
can only hope that new statistical advances will lead to greater transparency in 
these areas. The statistical measurement of the level and development of 
inequalities is only one of the elements permitting us to come closer to social 
realities or define public policies, whether to fight against extreme poverty or to 
contain the shocking excesses of certain kinds of income (see Document H).  
 
 
All or part of five documents in this report are devoted to the analysis of 
inequalities and certain factors at their source (Documents F, H, I, J, K). In this 
final chapter, the CERC would like to go back over the issues which it considers 
most essential. 
 
 
The main source of income inequalities is job instability and insecurity. If a large 
share of the working-age population has full-time, stable employment, another 
share (notably young people and the least qualified) is faced with a combination 
of job instability and a low rate of pay, thus multiplying the level of the income 
inequalities. In addition, for individuals who are well on in their working lives, 
the loss of a job held for many years, but also the forced interruption of a self-
employed activity, often constitute dramatic events. And these events are all the 
more serious because the prospect of finding another job dwindles for those 
approaching the status of ‘senior workers’. 
 
The framework of this report does not allow us to review the details of the 
analyses presented in the CERC’s two preceding reports (no. 5 on job security and 
no. 6 on back-to-work assistance) or to supplement them.8 Nonetheless, the link 
between job insecurity and income inequality for wage-earners has been clearly 
emphasised. 
 
A second source of inequalities in earned income has to do with part-time work. 
To be sure, certain part-time work is the result of personal trade-offs. However, a 
considerable proportion of part-time activity does not stem from such decisions 
but from the impossibility of finding a job with sufficient working hours. 
 
Overall, for wage-earners aged 25 to 54, the upper limit of the net wage rate of 
the least-paid 10 percent is one third that of the lower limit of the net wage rate of 
the best-paid 10 percent.9 But for the amount of net wage received over the year, 
this ratio is 1:13, and even 1:18 for women. This broadening of earned income 
inequalities stems in fact from the combination of a low rate of remuneration and 
a part-time job and/or incomplete period of work over the year. However, about 
half of job-seekers receive substitution income which diminishes the impact of the 
periods of unemployment on the income inequalities.  
 

                                                           
8 . The two earlier reports could be complemented by studying the job security and income 
of self-employed persons.  
9 . The 25-54 age group is used in order to obtain results which are independent, on the 
one hand, of the occasional jobs held by students and, on the other, the transition to 
retirement, early retirement, etc. 
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2. Training 
 
 
 
 
 
 
 
 
 

If we add the impact of job instability on numerous elements of supplementary 
social protection or access to rental housing or bank loans, it is clear that one of 
the crucial points of the fight against inequality, or more precisely, for access to 
more decent living standards, comes back to the issue of making career paths 
more secure. This question, admittedly quite complex, is presently being studied 
by the Advisory Council for Employment and is the subject of an inventory 
carried out by employers organisations and trade unions. In any case, however, 
proposals concerning young people should be part of a comprehensive approach 
permitting better continuity between initial education and training, the phases of 
labour-market entry, the compensation of periods of non-work and the broadening 
of possibilities for continuing training.  
 
 
Inequalities in the area of training reflect many forms of social inequalities. Here, 
we shall stress those related to employment.  
 
In France, initial education and training and the ‘diploma’ are accorded great 
importance, whether for access to employment, and stable employment, or for the 
level of remuneration. The impact of the prolongation of studies and the diploma 
thus obtained on the rate of remuneration is high. It is even more important for 
earned income because of the effect of the diploma on access to employment (or, 
conversely, on the probability of unemployment and its duration).  
 
We should be particularly concerned by the figures cited above on early exits 
from secondary education, exits without any diploma other than the lower 
secondary certificate, but also by the failure rate during the first cycle of tertiary 
education (Document I). In addition, training in the course of working life only 
rarely permits the inequalities tied to initial education to be corrected. The 
resumption of studies is rare. And above all, vocational training, whether it is 
addressed to the employed or the unemployed, more often concerns persons who 
have received a good initial education.  
 
Moreover, training efforts are ended too early in the course of working life and 
thus do not permit necessary reclassifications (Document I and CERC reports 5 
and 6). For vocational education and training, new paths have been opened up in 
the context of the multi-industry agreement of September 2003 and partially 
carried over to the ‘Lifelong training’ section of the law of May 2004 with the 
accreditation of prior experience and professionalisation contracts.  
 
But two major problems remain. No mechanisms have been set up to correct the 
companies’ overly frequent tendency to train the most stable, youngest and most 
qualified part of their workforce (CERC Report no. 5). In addition, the organisation 
of the system of bodies involved in training has not been improved (Report no. 6).  
 
It is also worthwhile to go over the importance of training in the intergenerational 
reproduction of inequalities. This subject, evoked in Document I, has been treated 
more thoroughly in the CERC’s reports on the redistributive effects of education 
(Report no. 3) and poor children in France (Report no. 4).  
 
Serious learning difficulties (two or more years behind the corresponding age 
group), early exits from secondary education and failure in the final exams for the 
secondary diploma are all very closely tied to family income level and/or socio-
professional profiles.  
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3. Discrimination 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

4. Housing and 
space 

 
 
 
 
 
 

The same is true for the probability of post-secondary studies and the risk of early 
failure. Poor children have more risks than the others of becoming poor adults. 
 
Many of the mechanisms at work in this intergenerational reproduction of 
inequalities, via education and training, lie outside the educational system itself. 
The material difficulties of poor or modest families (overcrowded housing which 
does not permit children to have privacy, limited extra-curricular activities, etc.) 
and in many cases the low educational level of the parents themselves weigh 
heavily on the children’s futures. Not to mention the phenomena of spatial 
concentration which reduce social diversity in the schools.  
 
But the school system plays a role as well. The selection and guidance 
procedures, the creation of classes with homogeneous levels and the increased 
numbers of options permitting social selection, the inadequate tailoring of efforts 
between schools, classes or students to take into account the latter’s specific 
problems all contribute to the reproduction of inequalities from one generation to 
another (Document I). 
 
 
Discrimination in employment and access to public services and housing are 
violations of France’s republican model and as such, must be subject to careful 
examination and appropriate policies, as attested by the number of claims 
received by the High Authority Against Discrimination and for Equality (HALDE) 
created at the end of 2004. Our report has discussed the issue of discrimination 
concerning immigrants and persons from immigrant families (Document E) and 
gender differences (Document F). In the former case, for example, young 
immigrants or those from immigrant families have more difficult access to 
employment at equal diploma levels and the range of jobs they hold is more 
limited.  
 
Different methods of investigation, notably anti-discrimination tests, permit the 
identification of discriminatory acts or even the prosecution of those responsible 
for them. At the same time, however, it is important for analysts not to impute the 
differences observed between groups to the direct effect of discrimination 
phenomena alone; they may result from other inequalities (training and 
qualification levels in particular) which call for more general corrective policies.  
 
 
Social inequalities have a strong spatial component. The CERC has not been able 
to describe all the aspects in this summary report; rather, it has focused (in 
Document J) on those most directly related to the analyses developed in the other 
documents. In particular, the CERC has singled out the consequences of urban 
sprawl, which has been developing for a long time but has accelerated in the 
recent period.  
 
In France as in many other European countries, the city centres are increasingly 
occupied by the most well-to-do social groups. With the rise in real-estate prices, 
the middle classes are increasingly pushed towards the outskirts of the cities, 
where they are faced with considerable displacements every day 
(periurbanisation). Similarly, the most modest families are led to abandon private 
housing units, which are admittedly uncomfortable but urban, and gravitate 
towards the concentrated spaces of social housing, sometimes (notably in the 
Paris region) quite far from employment areas.  
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III. SOCIAL STATE 
NEEDS REORGANISATION  

 
 
 
 
 
 
 
 
 
 
 
 
 

These trends are obviously presented in a very schematic way but they raise 
questions all the same about various negative consequences. 
 
The reduction of the social mix has negative effects in terms of education. Social 
and cultural diversity in class has more advantages for children with difficulties 
than disadvantages for the more advanced children.  
 
The phenomenon of urban sprawl and the growing distances between the places 
where it is possible to live and those where it is possible to work lead to an 
increase in displacements between home and work, which is a factor of lost time, 
transport costs and even risks for employment. Indeed, the constraint of mobility 
may be an insurmountable obstacle to the return to employment or holding a full-
time job. And the combined constraints of location (because of housing costs) and 
mobility increase the fragility of employment as well as purchasing power for 
incomes particularly sensitive to energy prices (cf. Document G). 
 
The pressures related to space are clearly aggravated by the overall housing 
shortage, but the necessary effort must also take issues of location into account. 
This is, for example, the interest of the 2000 law on solidarity and urban renewal 
(SRU) aimed at a minimum of social housing in each municipality, which should 
be a pressing obligation. 
 
 
Industrialised societies, including France, are undergoing profound 
transformations. The resulting modification of the nature of risks require all the 
public institutions to adapt the nature of their interventions.  
 
Population ageing, for example, is inescapable and poses a serious challenge to 
intergenerational balance. It will certainly be slower here than in neighbouring 
countries but the changes in behaviour and adjustments needed to confront it 
(training, work stations, etc.) have fallen behind in France and are proceeding 
slowly.  
 
The need for rapid changes in our productive structures in face of globalisation 
and competition from low-wage countries requires both an adaptation of the 
competences and qualifications of the entire labour force and a more efficient 
educational system. It also calls for an improved balance between the flexibility 
of companies and employment and the reduction of job insecurity for the persons 
most concerned. Only such a reconciliation between flexibility and security can 
guarantee that the society will be sufficiently dynamic to meet the new challenges 
and fight against the pronounced tendencies towards greater inequalities in 
employment.  
 
Families are also affected by ongoing transformations, with increased fragility, 
growing numbers of persons living alone and lone parents. Women’s ambitions to 
enter employment (and to have a decent job) is, along with other motivations, also 
one of the responses to family risks and reinforces the need for better 
reconciliation of working life and family responsibilities. 
 
In this report, the term ‘Social State’ has been used to encompass the intervention 
of the public administrations responsible for the three functions of social 
protection, education or training, and the promotion or support of employment 
(employment policies).  
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1. Increasing 
effectiveness  
and improving 
governance 

 
 
 
 
 

Stability of the 
schemes 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

These three areas of intervention are closely interrelated and may contribute at 
once to greater economic growth and increased justice and social cohesion. If the 
objective is still the same – offering everyone a decent living and working 
conditions – two major challenges which have emerged in recent years will have 
to be overcome in the future. 
 
The first challenge is to ensure a balance between active and inactive members of 
the population in the middle and long term. The funding of pensions threatens to 
tighten the distribution of income between the generations. And it must be 
stressed that this risk is aggravated by the present state of government finances. 
The long-term deficit of the public administrations has taken the public debt to an 
excessive level and its reimbursement will increase the burden on the working 
population in future. 
 
The second challenge is thus to improve the situation of government finances as 
rapidly as possible in order to achieve a considerable reduction of the debt. This is 
the only way to restore room for manoeuvre so that public policy can face up to 
the new social needs. These challenges can be met without calling into question 
the French social model in its original orientations, but only if the forms of 
governance are significantly corrected in view of greater efficiency. 
 
 
The high level of social transfers as a percentage of the GDP, the financial 
difficulties of the different schemes, the unavoidable increase in certain 
expenditures (pensions, dependency, healthcare) and the displacement of risks 
(young people entering working life, persons living alone) call for major 
improvements in the efficiency of the Social State’s interventions. From the 
analyses cited in the foregoing documents and those developed in greater length 
in the CERC’s earlier reports, we would draw attention the points which follow. 
 
 
The economic and social players need fairly stable prospects for the development 
and implementation of their strategies. The French system, however, is 
characterised by highly volatile rules and an accumulation of schemes. To cite 
only one example, the case of employment incentive schemes is worthy of 
consideration. 
 
Whether for subsidised contracts or general schemes of reductions in employer 
social contributions, instability has been and still is the rule (see CERC Reports 5 
and 6 on these points). This observation also applies to the special tax schemes 
(cf. Conseil des impôts, 2003, and Document G). Similarly, the report of the 
Employment Policy Council (COE) dealing with public aid to companies 
emphasised ‘the multiplication of schemes over time in a logic of stratification, 
with no co-ordination and little evaluation’ (COE, 2006a). It mentions, as an 
example, that, for 13 administrative regions, the internet portal of the chambers of 
commerce and industry (CCI) identifies more than 5,000 subsidy and funding 
measures coming from local, regional, national and European bodies, while the 
Observatory on Aid to Small Enterprises (under 250 employees) presents more 
than 2,550 schemes.  
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Governance 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
The regular evaluation of policies and their implementation is highly inadequate 
in France in view of the needs for efficiency. Thus, after a sharp rise in the 
minimum wage (SMIC), there is no scientific, public evaluation process carried out 
with all the parties involved in order to clarify the debates on directions to be 
taken in the medium term. Similarly, back-to-work assistance was profoundly 
altered in the context of the 2001 UNEDIC agreement and the intensification of the 
ANPE’s activity but before any evaluation of these new arrangements was carried 
out, the law on social cohesion considerably modified the measures and the 
responsibilities of the different players (cf. CERC Report no. 6).  
 
The shortage of evaluation before, and especially after the introduction of 
policies, is hardly a monopoly of the state. The decisions to extend the 
intervention of private operators in the area of job-seeker placement, at the 
UNEDIC’s initiative, were made without waiting for the evaluation of the pilot 
programmes launched in 2005 to be completed and systematically discussed.  
 
The implementation of the 2004 organic law relating to Budget (LOLF), which  
reformed the procedures for establishing the government budget and its 
examination in Parliament, is potentially a tool for better management and 
evaluation of public policies. There is a lack of similar instruments or procedures 
for all the other public authorities (regions, départements, municipalities, inter-
municipal structures). 
 
 
The efficiency of the Social State’s intervention is penalised by a governance 
which is complicated to an extreme. Attention has repeatedly been drawn to the 
number of levels in the structure of the public authorities just enumerated, the 
overlapping of responsibilities and functions of administrations coexisting over a 
single territory or, still worse, having different territorial zoning. This 
accumulation of levels increases management costs and leads to considerable 
costs for co-ordination. It may also limit the effectiveness of the interventions, as 
in the case, for example, of personal follow-up, which is quite necessary for 
fragile individuals. 
 
In its Report no. 6 on return-to-work assistance, the CERC compared the French 
organisation with that of five neighbouring countries regarding the management 
of unemployment insurance and solidarity allowances (ASS and RMI) as well as 
support measures for the return to employment. France has the most complex 
structure, in terms of national-level bodies as well as in the field.10 And this is the 
case to the point of threatening the quality of the public service which the country 
should provide for everyone, but above all for those who are most vulnerable.  
 

                                                           
10 . This diagnosis is shared by the Marimbert report (2004).  
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2. More and better 
targeting of policies 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3. Choosing the 
instruments  

 
 

The tax 
instrument 

 
 
 

 
The funding constraints of the different functions assumed by social protection 
call for reflection on its present forms. Such an analysis can pursue several 
approaches. 
 
The first is the development – in partial replacement of the universal schemes – of 
private forms of insurance (for healthcare, retirement, dependency) which are 
partly paid for by the persons involved and the employers, but also the state 
which, in most cases, accompanies them with reductions in social contributions or 
taxes. 
 
This path involves serious risks of generating economic inefficiencies and above 
all inequalities in access to social protection, inequalities which reproduce or 
accentuate the inequalities of situation or earned income. This is the case with 
company plans for complementary healthcare protection (CERC, 2005a). These are 
spreading mainly in the large firms, which are more able to negotiate favourable 
insurance agreements, and tend to be concentrated among certain categories of 
personnel (managers, persons with permanent work contracts) while excluding, de 
jure and de facto, those who are the most vulnerable or precarious. 
 
The second approach is to concentrate benefits on ‘those who have the most need 
for them’ through restrictive eligibility conditions (notably means tested). But this 
path entails risks of acceptability: the households lying just over the thresholds 
may consider themselves unjustly excluded. 
 
The example of the employment premium (PPE) serves to illustrate the problem of 
targeting social policies (Document G). This instrument has two objectives: 
encouraging the return to employment by making the work more remunerative 
and, in addition, balancing the reductions in the income tax schedule which 
benefit the households paying the most taxes through a kind of negative tax 
mainly benefiting the others. In an examination of the initial employment 
premium plan (Report no. 1, Access to employment and social protection), the 
CERC stressed that the budget cost would be high for a low redistributive effect 
because of the level of the ceilings applied for the total tax household income for 
couples with or without dependent children. It recommended a revised version 
reducing these ceilings. This revision would have permitted the concentration of 
the budgetary efforts on households with low incomes because of insufficient 
access to employment and would also have offered greater incentives for 
returning to work to those receiving minimum social benefits. 
 
 
The choice of the instruments is not neutral in terms of effectiveness, but also in 
terms of social justice, namely from the standpoint of redistribution. 
 
 
Tax deduction schemes have been widely used in order to encourage at-home 
services, and thus employment, by reducing their cost. The government assumes 
part of the labour costs through a tax reduction for individuals or companies 
corresponding to those employees (in its present form, the universal service-
employment cheque).  
 
Direct assistance to individuals mainly benefits the most comfortable households 
(Document G); we have not yet had a sufficient observation period to judge the 
effects of the company scheme.  
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Allowance or 
service provision 

 
 
 
 
 

A reimbursable tax credit scheme rather than a tax reduction would permit all 
households, including those who are not subject to income tax, to have access to 
these services and would be more neutral in terms of redistribution.11 
 
 
At present, there is considerable recourse to incentive schemes, notably where 
relations between social protection and employment are concerned. The former, 
and in particular solidarity benefits, should be configured so as to avoid negative 
effects on the labour supply (job-seeking).  
 
The problematic of ‘making work pay’ has come into increasing use and the 
effect of incentives should clearly not be overlooked. A great deal was done, 
especially in the late 1990s and early 2000s so that an RMI beneficiary’s return to 
work would result in additional income. Thus, the calculation of housing 
allowances and property taxes were modified and the scheme for temporary 
financial interest upon resumption of employment was strengthened and its 
duration extended. 
 
However, the potential impact of financial incentives is limited. If the return to 
employment is not (sufficiently) remunerative, this is most often due to the fact 
that the work involved is part time and short term. Improving the quality of the 
job from the standpoint of its duration, with another form of work organisation 
(cf. CERC’s Report no. 5), would probably lead to better results in terms of 
incentives. 
 
It is also necessary to consider the relative effectiveness of incentive schemes 
relative to back-to-work assistance and in particular, individual support measures 
for those with the greatest problems. In 2001, the new direction given to 
unemployment insurance and the intensification of the ANPE’s actions marked 
very pronounced advances towards increased support measures for job-seekers. It 
should also be recalled that certain countries studied by the CERC in its analysis of 
back-to-work assistance (CERC, 2005b) provide more generous unemployment 
insurance benefits and/or assistance. At the same time, they are also more 
demanding in terms of the beneficiaries’ active role and have greatly developed 
the back-to-work assistance instruments and individual follow-up.  
 
 
In certain areas of social policy, it may be necessary to reconsider the balance to 
be found between the payment of allowances (or the reduction of taxes) and the 
provision of public services. This is notably the case with assistance for the 
reconciliation of working life and family responsibilities.12  
 
For childminding, France relies heavily on the payment of allowances (presently 
in the context of the care for young children allowance -PAJE). There is also a 
public-service provision (in the sense of services largely funded by the 
community with prices in function of the user’s income level) in the form of 
childminding services, day nurseries and nursery schools. Certain countries, 
notably in Scandinavia, have greater recourse to these public services and less to 
allowances.  

                                                           
11 . In order to maintain expenditures at the same level, it would obviously be necessary to 
lower the eligibility ceilings.  
12 . But it is the case for remedial education as well.  
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demographic 
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Indeed, the allocations schemes do not guarantee that the provision of the private 
services they are used to finance are in fact available locally to everyone.  
 
We are conscious that behind the choice of instruments there are questions of 
political and philosophical orientations and not simply questions of efficiency. 
 
 
In spite of stated intentions and modifications introduced, France’s industrial 
relations system remains more unchanging than not. From the standpoints of 
efficiency and equity alike, it is largely inadequate to meet the challenges 
confronting French society.  
 
The problems thus posed have been the subject of two recent reports (the Chertier 
report in March 2006 and the Hadas-Lebel report in May 2006), followed by a 
speech by French president Jacques Chirac and bill in the legislature. Without 
going back over the whole of the issues involved, it appears to us that the health 
of industrial relations depends, above all, on a clear distinction between 
consultation, dialogue and negotiation.  
 
It is notably the responsibility of the public authorities to set an example through 
prior consultation of the social partners, which also meets a need for information 
and transparency. Dialogue constitutes a further step, because it is a process 
which leads to taking into account, as much as possible, the diversity of the 
viewpoints presented. In every situation, the government should specify whether 
it is consulting or dialoguing. Negotiation, meanwhile, should reflect the social 
partners’ search for convergence and compromise leading to an agreement at 
multi-industry, sectoral or company level, in other words, a binding contract.  
 
 
To face up to the consequences of population ageing, a number of European 
countries have undertaken reforms aimed at ensuring the funding of retirees’ 
incomes while limiting the increase in contributions from the younger 
generations. These reforms generally modify the parameters defining the 
conditions for going into retirement and the level of benefits provided; fairly 
often, they also include a group of schemes intended to increase the employment 
rate of the working-age population, especially that of older persons (aged 55 to 
64). 
 
In France, as we have already recalled, two reforms were instituted in 1993 and 
2003 and the 2003 law provides for a subsequent evaluation in order to carry out 
necessary adjustments. On the basis of the analyses and projections developed in 
the context of the Advisory Council on Pensions (COR), the CERC would like to 
stress two points concerning the objective of increasing the employment rate. 
 
First of all, the forecasts for balancing the pension schemes which accompanied 
the 2003 law presume that a sharp drop in the unemployment rate would permit 
the transfer of part of unemployment contributions to pension contributions. If 
this were the case, the desired reduction of unemployment would not, in any case, 
provide government finances with additional room for manoeuvre. 
 
If the 1993 and 2003 reforms tend to encourage wage-earners to prolong their 
work activity, very little has been done so that employers (private and public 
alike) are encouraged to modify their policies with regard to the employment and 
training of older persons (cf. Document E).  
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5. Reforming 
vocational training 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

To be sure, a ‘senior worker employment plan’ has just been set up but it seems 
modest with regard to the modifications needed, in terms of both company 
workforce policies and the adjustment of working conditions for older persons. 
 
In addition, these changes should be undertaken quickly and extended over time. 
To take only one example, that of training, how can we hope for a rapid rise in the 
qualification level of older workers in order to permit the adaptation to 
technological changes if the training effort drops off when employees reach age 
45? The effort needed to confront the consequences of ageing on the funding of 
pensions is far from over. 
 
 
This report has placed considerable emphasis on the importance of training, both 
initial and lifelong, whether in terms of growth, competitiveness or (and this is the 
point which interests us here) the reduction of individual risks relative to 
employment and income. With regard to initial training, one of the objectives of 
educational policies should be the sharp reduction of the different forms of failure 
in studies. The central mission of continuing training is to promote workers’ 
adaptability, mobility and advancement. It should also correct the consequences 
of the past failures of initial training. It must be able to offer a second chance to 
all those who, in one way or another, have experienced failure in their initial 
training.  
 
The continuing training system is quite developed in France and benefits from a 
high level of funding (1.3 % of the GDP in 2003).13 Nonetheless, it suffers from an 
excess of complexity, a certain degree of corporatism and an absence of overall 
direction which give the impression that there is ‘no pilot in the airplane’.  
 
The report stresses in particular: 
- the inequality in training access between those with qualifications and those who 
have few or none; 
- the shortage of training for older persons; 
- the absence of a solid link-up between the RMI  and back-to-work assistance 
schemes 
 
The content and duration of the training provided, as well as the methods of 
knowledge and skills acquisition, must also be reconsidered, especially for 
programmes concerning persons without adequate general education or marked 
by previous failures in school or work.  
 
An overall evaluation is thus necessary. But one question should be raised 
immediately: what continuing training policy can and should do to assist the 
vocational and social integration of young people, and in particular, the 190,000 
of them exiting school or university without a diploma corresponding to their 
studies. This is a project of national interest and one which the social partners 
should undertake without further delay - and instead of speculating about future 
reforms of the educational system, especially since these young people have 
already left the system and should be helped as soon as possible. 

                                                           
13 . Spending on training and remuneration of trainees (excluding apprenticeship) and 
exemption from social contributions for alternating training contracts.  
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6. Fighting poverty 
 

 
Fighting poverty calls for simultaneously taking into account the diversity of its 
forms and sources (Document K) and defining an overall strategy. Some of 
France’s neighbours, such as Ireland and the United Kingdom (which are, 
moreover, confronted by a greater spread of poverty than that observed here), 
have defined such a strategy. But this process has not yet gotten underway in 
France. Indeed, speaking of strategy means identifying the problems, setting 
objectives, defining the role of the different players and the policies to be 
undertaken over time and evaluating the results. Particularly indispensable is a 
strategy for combating the poverty of children and its consequences for their 
future, as the CERC concluded in the wake of its report on child poverty (CERC, 
2004).  
 
Access to employment, and to adequate employment, is doubtless the essential 
element. This does not simply mean providing support measures for the persons 
involved (although such measures are vital: we have, for example, stressed that 
this is a weak point in the treatment of the RMI and the decentralisation of its 
management). The quantity of social housing and its location are also involved, 
along with assistance for reconciling working life and family responsibilities. 
 
If this path should be privileged, it must nonetheless be recognised that, given the 
present situation of underemployment, it is not accessible to everyone. And this 
raises the question of the level of minimum social benefits, which is low. Other 
European countries, it should be recalled, have opted for higher levels while 
intensifying both the support measures for the persons involved and the efforts 
they are required to make. In particular, the CERC has proposed a considerable 
increase in the supplement per child. And last of all, the necessary means should 
be given to community organisations in recognition of the indispensable role they 
play in the field, serving the most destitute populations, which no general scheme 
could ever adequately cover.  
 

* 
*     * 

In face of the overall picture presented here, it is now up to each person, in 
function of his or her perspectives and analyses, to decide on the distribution of 
shadow and light. This is precisely the lot of a country in times of change. 
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