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Abstract There is a large literature arguing that countries with high employment
protection legislation (EPL) have worse labour market performance. Yet, the overall
impact of the crisis on France’s labour market was comparatively limited. To solve this
puzzle, this paper makes four points. First, it shows that France’s labour market
problems have not historically been about high EPL. Second, the crisis in France was
not as acute as in the Euro area. Third, the costs of the crisis were concentrated on
certain labour market groups. Finally, the government introduced several labour market
policies in response to the crisis and labour market dualisation increased despite falling
policy dualism. While deregulation seems – if anything – to have made matters worse,
the government also introduced short-time work schemes, prolonged unemployment
benefits and extended active labour market policies. Overall, this paper advances our
understanding of labour market performance and policies in France during the crisis.
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Introduction

After falls before the onset of the crisis, unemployment increased in Europe in both

2008 and 2009. While the impact on unemployment levelled off in 2010 and at the

start of 2011, there were further increases in unemployment in 2012.1 By the first

half of 2015, unemployment was roughly 10% in the EU28 but clearly above 10%

in most of the Euro area.2 Prior to the crisis, Europe tended to exhibit lower

employment rates and higher unemployment rates than the OECD average

(Employment in Europe, 2013: 18). Orthodox economics sees this higher
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unemployment as being caused – among other things – by high employment

protection legislation (EPL). Both before and during the crisis, many international

organisations have advocated EPL deregulation to facilitate hiring and labour

market mobility, and tackle the segmentation of labour markets that has been seen

as the result of only partial deregulation of the labour market (e.g. Bassanini and

Duval, 2006; EC, 2014; OECD, 1994, 2013).

Within Europe, French labour markets are generally seen as ‘rigid’ and

international organisations therefore recommend the deregulation of EPL. The

OECD, for example, contends that: ‘‘The key challenge [in France] is to reform the

labour market to promote job growth. Further labour market reforms should be the

top priority. The strong protection accorded by open-ended contracts hinders labour

mobility’’ (OECD Economic Surveys, France, March 2015, overview, p. 2).

However, France’s overall labour market performance – captured by its average

unemployment and employment rates – did not experience a large deterioration in

the initial phases of the crisis, especially when compared to Euro area countries

with which it shares a common currency and monetary policy. There was only a

moderate deterioration in unemployment levels with almost no changes in

employment (EC, 2013, Chart 17: page 36). The elasticity of labour input,

understood as the reaction of both employment and hours worked, to the output

shock brought about by the recession was lower in France in this recession than in

past recessions. It was also lower than in a number of other advanced economies

such as the USA, UK, Portugal, Spain, Canada and Finland (Figure 1.14, page 43,

chapter 1, OECD, 2010).

To solve this puzzle, I critically assess the claim that EPL is the source of

France’s labour market problems and analyse in detail changes in the labour market

and in labour market policy responses during the crisis. After showing that France’s

labour market problems have not historically been about high EPL, my analysis

yields three findings. First, the crisis in France was not as acute as in the Euro area.

Second, the cost of the crisis was concentrated on certain labour market groups,

while leaving the majority unaffected. Third, the government introduced many

labour market policies and reforms in response to the crisis. Contrary to what the

insider–outsider theory would expect, the protection of insiders was reduced while

policies targeted at outsiders were extended. While deregulation seems – if

anything – to have made matters worse, the government also expanded short-time

work schemes, extended unemployment benefits and stepped up active labour

market policies. Taken together, these findings advance our understanding of

labour market performance and policies in France during the crisis.

The rest of this paper unfolds as follows. The next section briefly reviews the

debate around the relationship between EPL, labour market performance and

dualisation. In the second section, I present a historical overview of France’s

welfare state as well as the French labour market before and during the crisis. The

third section shows that the crisis in France was not as acute as in many other
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countries, that its impact was concentrated on certain labour market groups and that

EPL mitigated the impact of the crisis. The fourth section analyses labour market

policy responses during the crisis. The final section concludes with some broader

implications.

Employment Protection Legislation, Labour Market Performance
and Dualisation

A vast literature explores the economic and political consequences of EPL for

European welfare states, unemployment, wages and consumption (Amable and

Gatti, 2006; Baccaro and Simoni, 2010; Bentolila and Bertola, 1990; Esping-

Andersen and Regini, 2000; Marsden and Belfield, 2010; Nickell and Layard, 1999;

Oesch, 2010; Scarpetta, 1996; Siebert, 1997). Simplifying somewhat, there are two

sides to the debate on whether high EPL hinders labour market performance,

understood as average unemployment and employment rates.

On one side of the debate is a – historically – orthodox view that emphasises the

adverse consequences of EPL. I distinguish between the economic and political

mechanisms underpinning these adverse consequences. Those that focus on the

economic mechanisms typically blame high unemployment on ‘stringent dismissal

regulation’ – understood as high EPL (e.g. Bassanini and Duval, 2006; Elmeskov

et al, 1998; Layard et al, 1991; Nickell, 1997; Nickell et al, 2005; Scarpetta, 1996;

Siebert, 1997). This orthodox view is well summarised by Siebert (1997: 49) when

he says that ‘‘job protection rules can be considered to be at the core of continental

Europe’s policy toward the unemployment problem: protecting those who have a

job is reducing the incentives to create new jobs’’. EPL is not just bad on average.

On the contrary, in this view the effect is particularly detrimental for disadvantaged

groups. For instance, Scarpetta (1996: 63) finds that EPL is correlated with higher

unemployment, but that the effect is stronger on youth unemployment and long-

term unemployment.

Building on this economic reasoning, there is a large political science literature

that studies the political effects of EPL. It contends that governments in countries

with high EPL (e.g. Rueda, 2005, 2006, 2007) do not care about their labour market

outsiders – the unemployed and precariously employed. While the power resource

theory (e.g. Korpi, 2006) would expect the Left to care more about the unemployed

than the Right, the insider–outsider approach stresses that even Social Democrats

may not care about outsiders because their core constituencies are insiders in

permanent contracts. In countries with high EPL, insiders care about EPL but

oppose labour market policies targeted at the outsiders because they often have to

pay for these policies while not being likely to benefit from them since they are

insulated from the risk of unemployment. As union density falls in many countries,

trade unions become increasingly composed of insiders and hence start to focus on
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their interests, while disregarding the interests of outsiders. Given its high EPL and

low union density, governments in France should therefore not care about outsiders

and some literature does indeed argue that the French welfare state is heavily

dualised (e.g. Palier and Thelen, 2010; Parlier, 2010b).

On the other side of the debate is a range of contributions that show that the

association between high EPL and high unemployment/low employment is not

robust (Avdagic, 2015; Baker et al, 2004; Howell et al, 2007; De Stefano, 2014).

For instance, Esping-Andersen and Regini (2000: 90) conclude that ‘‘labour market

regulation has no effect on levels of unemployment’’ and Oesch (2010: 46) does not

find that EPL has an effect on the unemployment of low skills workers – typically

seen as a group where EPL has the most detrimental effects. In a series of empirical

tests, Avdagic (2015: 21) finds that the effect of EPL on unemployment is – at best

– not robust across econometric specifications. Equally, many other studies find a

non-significant effect of EPL on unemployment (Howell et al, 2007: Table 3, page

24). Reviewing the empirical literature, Baker et al (2004: 15) conclude the

findings present widely varying estimates as well as being ‘conflicting’ and

‘problematic’. The argument that EPL leads to higher unemployment by hindering

hiring because of insufficient flexibility in firing is also difficult to reconcile with

the expansion of flexible work in many European countries.

While EPL may not have an effect on unemployment/employment, it could still

lead to greater labour market dualisation. However, an older literature on labour

market segmentation suggests that EPL may not be the primary driver of labour

market dualisation (Piore, 1970; Doeringer and Piore, 1971; Reich et al, 1973;

McNabb and Ryan, 1990; Leontaridi, 1998; Hudson, 2007). Indeed, segmentation

between two labour markets can be stratified along job and individual character-

istics rather than types of contracts or EPL (Doeringer and Piore, 1971).3 Note that

different authors define segmentation differently. Thus, for instance, for Edwards

et al, (1975: xi) ‘‘segmentation occurs when the labour market or labour process is

divided into separate submarkets or sub processes, or segments, distinguished by

different characteristics, behavioural rules and working conditions.’’ The difference

between distinct segments of the labour market may not be mostly about EPL: the

primary market is composed of jobs with ‘‘high wages, good working conditions,

employment stability, chances of advancement, and equity and due process in the

administration of work rules’’ whereas jobs in the secondary labour market have

‘‘low wages and fringe benefits, poor working conditions, high labour turnover,

little chance of advancement, and often arbitrary and capricious supervision’’

(Doeringer and Piore, 1971: 271–272).

Moreover, labour market divides are a product not only of EPL and of

government action more broadly, but also of the preferences and actions of

employers and workers (Kerr, 1954: 96). Earlier treatments tended to put the onus

on employers, rather than government regulations. For instance, Reich et al (1973:

360–363) argued that segmentation arises because the homogenisation of the labour
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force that occurred during the ‘competitive’ phase of capitalism became at odds

with the needs of large employers in ‘monopoly’ capitalism.4 In turn, large

corporations decided to create internal labour markets to discipline and divide

labour and allocated certain groups to secondary labour markets, for instance

depending on gender and race. Segmentation can also be seen as a response to

market uncertainty that insulates the primary market (e.g. Piore, 1975) or the need

to train and recruit workers with highly specific skills (Doeringer and Piore, 1971).

But it is also possible to see duality as the result of trade unions imposing

restrictions on employers to secure their workers’ jobs or of deals between

employers and workers trading stability for wage moderation (Piore, 1978: 29).

More recent work suggests that the correlation between the size of the temporary

work sector and rigid EPL for regular contracts may not be causal: countries with

rigid EPL have tended to deregulate at the margin which in turn may have led to the

expansion of temporary work (Vlandas, 2013b; Simoni and Vlandas, 2016). But

unlike many other European countries, France does not seem to fit this argument

since its EPL for temporary contracts is significantly above the OECD average and

France is one of the few countries to have reregulated EPL for temporary work in

the last decades (see Vlandas, 2013b). Instead, the emergence of dualism seems

primarily linked to employer responses to pushes by the labour movement for lower

uncertainty. Following protests and strikes during the late 1960s, labour and

employers reached a compromise in the ‘‘Accords de Grenelle’’: with an

emboldened worker movement, several reforms then introduced further restrictions

on redundancies and dismissals as well as allowing for a greater role of workers

representatives in company affairs (Piore, 1978: 35, 36). Employers responded to

this higher ‘rigidity’ by shifting some of their activities to less rigid settings, such

as companies with less than 50 employees, where certain legislation did not apply,

or in places where union organisations were less strong (ibid: 38, 39). As a result,

‘‘the aftermath of 1968… left ample scope for a secondary sector to restore the

flexibility which the reforms in the primary sector removed’’ (ibid: 40).

In sum, some authors argue that high EPL is inefficient because it hinders firing

and hiring, it promotes the use of non-standard work and results in labour market

dualisation, and it leads to government inaction in the field of labour market policy.

However, a vast literature shows this association is not empirically robust and

segmentation is only partly and indirectly driven by EPL.

The Evolution of France’s Welfare State and Labour Market

The French Welfare State

France’s welfare state is best understood as a Bismarckian welfare regime (Palier,

2002). Policies are financed through employment-based social contributions, there
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is an intermediate level of decommodification – the extent to which workers can

sustain a livelihood outside of the market – and a fairly high level of stratification

means policies tend to preserve the status of workers (Esping-Andersen, 1990).

This regime has tended to suffer from ‘welfare without work’ problems as generous

welfare state policies financed through social contributions increase labour costs,

thereby hindering employment (cf. Scharpf and Schmidt, 2000). The French

version of this regime has been characterised by an activist state (Schmidt, 2003), a

more limited role for social partners and a more natalist family policy. Both Pierson

(1998) and Esping-Andersen (1996) had characterised Bismarckian welfare state

regimes as being ‘frozen’ due to the relative absence of reforms, partly because of

the institutional features of that welfare regime – for e.g. the involvement of unions

in social security systems that allowed them to veto reforms (Bonoli and Palier,

2000).

Yet, in many respects this view of Bismarckian welfare regimes as being

immobile is at odds with more recent developments. This is especially true in

France, where previous literature has already shown that patterns of welfare state

reforms ‘‘demonstrate hyper-active reformism’’ (Ross, 2006, 317). The early 1990s

were characterised by retrenching welfare state reforms and in the second half of

the 1990s there were more fundamental institutional reforms, and the reforms of the

early 2000s, prior to the crisis, in some cases entailed reforms that departed from

the key features of the regime (Palier, 2010a). Over time, there has for instance

been a ‘layering’ (Streeck et al, 2005) of tax financed social assistance policies on

pre-existing Bismarckian arrangements (Palier, 2002, 2010a). Thus, for instance, in

the 1980s and 1990s, successive governments introduced non-contributory social

policies in both the labour market (the Revenu Minimum d’Insertion) and health

(Couverture Maladie Universelle) domains (Palier, 2010b). France also introduced

a new tax to finance social policy – the Contribution Social Generalisée – that

departed from the traditional reliance on social insurance funding, and also

introduced in-work benefits such as the Prime Pour l’Emploi and the Revenu de

Solidarité Active – RSA (Vlandas, 2013a) as part of broader reforms to ‘make work

pay’ (L’Horty, 2008; Palier, 2002, 2010).

The French Labour Market Before the Crisis

In the following paragraphs, I review the main characteristics of the French labour

market in the last decades. As Figure 1 shows, most of the increase in France’s

unemployment rate occurred before the mid-1980s and since then, the unemploy-

ment rate has oscillated between 7 and 12% for all ages and between 15 and 24%

for the 15–24 years old. Unemployment peaked in the middle of each decade, i.e.

in the mid-1980s, mid-1990s, mid-2000s and mid-2010s. Long-term unemployment

rate ([1 year) has been more or less stable around 40% of the unemployed for

several decades (Figure 2).
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The civilian employment rate as a share of the active population in 2010 was

almost as high as it has ever been since the mid-1950s: while it fell between the

mid-1950s and the mid-1980s, it then increased more or less continuously since the

mid-1980s (Figure 3). If the employment rate is as high as before but unemploy-

ment has increased since the 1950s, this may suggest higher unemployment was

driven more by an increase in the labour supply than by an increased reluctance of

employers to hire workers on ‘too rigid contracts’.

This apparent stability in labour market performance nevertheless hides massive

compositional shifts. Thus, for instance, men’s employment rate fell from 90% to
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70% between 1956 and 2000, whereas women’s employment rate increased from

around 45% to above 60% in the same period (Figure 4). This occurred alongside

deindustrialisation where the share of employment in the industry was more than

halved and fell by 20 percentage points (Figure 5) and temporary employment

increased fourfold in three decades reaching 16% in 2013 (Figure 6). This
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expansion of precarious work is consistent with trends across other developed

countries leading some authors to argue we have entered an ‘age of dualisation’

(Emmenegger et al, 2012) where insiders in permanent employment – a shrinking

group – have seen their rights and entitlements diverge significantly from outsiders

in unemployment and precarious work, whose numbers have increased over time.

In sum, after its increase prior to the mid-1980s, policy makers never managed to

bring unemployment down over the long run. Though I review the impact of EPL

in a later section, it is worth pointing out here that the level of EPL in France does

not seem to be a good explanation for this rise given that employment stayed
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stable over time and that there was a rise in non-standard employment, which

suggests there was flexibility in the system.

Labour Markets During the Crisis

Even adding the share of the labour force marginally attached to the labour market

and underemployed workers to the picture of unemployment suggests the impact of

the crisis in France was not large. This measure increased from below 15% in 2008 to

about 17% in 2009, higher than in Germany and the UK, but lower than in the USA,

Italy and Spain, and only slightly higher than the G7 average (OECD, 2010: 26). We

can unpack the changes in unemployment for different groups by examining job

seekers registered at the French job centres. In the analysis that follows, I include

three categories of job seekers: category A comprises job seekers that are asked to

actively search for jobs and are currently without a job (what most unemployment

statistics general focus on) but I also include category B that is comprised of job

seekers having worked less than 78 hours in the month and category C that is

comprised of job seekers having worked more than 78 hours in the month.

The French labour market resisted well when real GDP growth became negative

in 2009: while category A job seekers increased from 2,233,200 in January 2007 to
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Figure 7: Different categories of unemployed during the crisis.

Note: This figure shows total unemployment (DEFM categories of unemployed A, B and C).

Source for unemployment: Demandeurs d’emploi inscrits en fin de mois à Pôle emploi en catégories A,

B, C; par sexe et tranche d’âge – DEFM ABC, data CVS-CJO, taken from Pôle emploi – Dares, STMT.
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2,702,500 in December 2010, category B job seekers increased from 454,300 to

536,600 and category C job seekers from 620,100 to 790,300 (see Figure 7 for an

overview). However, in the next years when GDP growth returned to in positive

territory but remained under 2%, unemployment deteriorated significantly:

category A job seekers increased from 2,697,400 in January 2011 to 3,580,500

in December 2015, while category B job seekers increased from 540,200 to

714,800 and category C from 804,100 to 1,182,700. Thus, while France resisted

well during the initial phases of the crisis, it is after the crisis that it failed to create

the jobs to absorb new labour market entrants.

I further unpack the composition of employment offers in Figure 8 which

highlights changes in the number and types of employment offers. In January 2007,

there were 130,000 type A (contracts of more than 6 months), 121,300 type B

(contracts between 1 and 6 months) and 39,900 type C (contracts less of than

1 month) employment offers. During the trough, both types A and B offers fell to

around 96,000, while type C offers fell to 37,300. By November 2015, however,

type A employment offers had almost fully recovered to 123,100, while types B and

C offers fell further to 83,600 and 22,900. Thus, employment offers of short-term

contracts have fallen longer and to a larger extent than contracts above 6 months.
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Why the French Labour Market Resisted Well

A More Minor Crisis?

The slowdown of economic activity and the appearance of mass unemployment in

the 1970s came about with the first crisis after the Second World War (Amable

et al, 2012). The recent crisis was the third time GDP growth fell into negative

territory in last 60 years. The sluggish recovery from the latest crisis is consistent

with long-term trends where the maximum real GDP growth of each decade has

been lower than the decade preceding it since the 1960s (see Figure 16 later in the

text).

One reason for the limited average impact of the crisis on the labour market lies

with the depth of the recession in France compared with other countries. Although

the recession in France was worse than previous ones and despite the OECD

estimating the GDP shock to be ‘medium’ (OECD, 2010: 32), the macroeconomic

aggregates – and in particular measures of investments and drivers of GDP –

nevertheless suggest that France’s economy was less adversely affected than in the

rest of the Euro area. Thus, for instance, gross fixed capital formation fell less – and

rebounded faster – when compared to the average for the Euro area.5 Similarly,

consumption expenditures, a key driver of GDP growth6, did not slow down as

much in France as in the Euro area and also rebounded faster.7 Finally, exports did

not fall as much in France as in the Euro area and had recovered by the third quarter

of 2010.8

Despite this comparatively strong economic performance, a number of risks for

the recovery can be identified. First, the growth rate in real household disposable

income remains sluggish (Figure 9) which limits the ability of the recovery to be
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led by domestic demand, especially in a context where export markets are unlikely

to do well. This exacerbates previous trends where French real per capita GDP

growth in the period 1990–2013 has been among the lowest Western Europe

(OECD, 2015). Second, households have as a result continued piling on more

household debt (Figure 10). Thus, there is a risk that reducing public debt occurs

alongside an expansion of private debt – which has been shown to have played a

role in bringing about the great recession (e.g. Crouch, 2009). Third, there is a

growing trade deficit since the crisis: international imports in goods and services as

percentage of GDP increased from 28.4% in 2007 to 30.4% in 2011, while

international exports in goods and services as percentage of GDP stagnated over

same period (from 27.1 to 27.8%).9

Costs Externalised Onto Certain Groups

Unpacking the labour market performance of different groups reveals that the

country average hides a diversity of experiences (Eurostat, 2016). First, analysing

what happened to different workers depending on their origin changes the picture

of employment that emerged during the crisis. While the employment rate of those

born in EU28 is now higher than it was before the crisis, which contrasts with the

worsening average for the euro area (Figure 11), those born outside EU28 had a

much lower employment rate than the Euro area average, and this has further

deteriorated during the crisis (Figure 12).

Another example of divergence between different labour market groups being

hidden by the country’s average is the contrast between those with tertiary

education, which have seen their employment rate improve continuously to reach a

higher average employment rate than the Euro area average (Figure 13), and those
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without upper secondary education that have suffered important falls in their

employment rate (Figure 14). While this is representative of the Euro area

experience, the gap in the employment rate of those with upper secondary

education in France compared with the Euro area, respectively, has widened as this

group has experienced a worse fall in employment in France than in the euro area

(Figure 15).

Finally, there are also differences in how various sectors have fared since the

onset of the crisis. While manufacturing employment rebounded faster in France

than in the Euro area – but then continued to contract between 2011 and 2013, the

construction sector in France did much better between 2008 and 2014 than in the

Euro area.10 If we compare employment in different sectors in France between

2008 and 2014, we observe that manufacturing, construction and the public

administration sectors11 were hardest hit by the crisis (it is noteworthy that in the

latter’s case this was largely self-inflicted), while mining, finance and real estate

did fairly well over the whole period.12

Automatic Stabilisers and High EPL

One reason for the relative resilience of the French economy in the initial stages of

the crisis lies with the key characteristics of the French model of Capitalism

(Amable, 2003; Schmidt 2003), and in particular the extensive role of the public

sector and the state in regulating the economy and sustaining a generous social

protection system. This heavy involvement is apparent when considering the role of

automatic stabilisers and EPL.

Automatic stabilisers worked fairly well during the crisis (OECD, 2010).

Microsimulations using information on households and government policies in

2008 show that France has the seventh highest income stabilisation effect of
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Figure 14: Employment rate for those with no upper secondary education.
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automatic stabilisers in the EU and that unlike other countries a lot of this effect

operates through social insurance rather than tax contributions (Dolls et al, 2010).

This important role of automatic stabilisers in the current crisis contrasts with the

1990s where, compared to other countries, automatic stabilisers in France were not

particularly effective in reducing output volatility (Figure IV.2. OECD, 1999: 140).

Going back to the second biggest recession – the great depression reveals a similar

picture for most countries: most governments reacted much more to the recent great

recession than they did to the great depression of the late 1920s and 1930s

(Eichengreen and O’Rourke, 2010).
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Source: Real GDP growth, unemployment and the OECD index of EPL are taken from Armingeon,

Klaus, Christian Isler, Laura Knöpfel, David Weisstanner and Sarah Engler. 2015. Comparative Political

Data Set 1960–2013. The Allard index is taken from Allard, G. (2005a), ‘‘Measuring Job Security Over

Time: In Search of a Historical Indicator’’, Instituto de Empressa Working Paper WP-05 (available from

http://www.ie.edu/eng/claustro/claustro_working_papers.asp).
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Employment protection legislation is often seen as responsible for labour market

problems, but this latter interpretation can be contested on empirical grounds.

Figure 16 plots GDP growth, unemployment and EPL since the 1950s13. While

there is a significant positive correlation between EPL and unemployment in this

period, it is not obvious what the direction of the causality is. Indeed, the 1960s

were characterised by rising EPL, but there was no notable rise in unemployment

which remained under 5% until the oil shocks of the 1970s and the associated

negative growth of the late 1970s. At the same time EPL continued to rise until the

early 1980s, but it is not clear that this has driven the further rise of unemployment

since it is just as plausible that policy makers responded to the greater insecurity

generated by the crisis by increasing job dismissal regulations. In the mid-1980s,

the conservatives briefly won parliament (while the socialist party retained the

presidency) and slightly reduced EPL. The July 1986 law removed the adminis-

trative control on the validity of the economic necessity of an economic collective

dismissal (Droit Social, 1986). This was followed by a fall in unemployment but

this coincided with a period of particularly strong growth, and unemployment

initially remained low when EPL was raised again as the left regained the

parliamentary majority. France’s EPL has remained stable since the early 1990s (it

was 2.56 in 1986, 2.34 throughout the 1990s and increased to 2.47 after 2002),

while unemployment has varied. It is notable that despite the highest EPL ever

recorded, economic growth led to falling unemployment during the socialist Jospin

government of the late 1990s, which undertook an activist policy to reduce

unemployment by introducing the 35 hours week and implementing tax and social

security reductions (see Clift, 2002: 332).

While EPL does not seem to prevent falls in unemployment during good times, it

played an important role in mitigating the impact of the crisis. France’s EPL for

regular contract is marginally higher than the OECD average (e.g. 2.39 versus 2.08

in 2012). Table 1 shows the disaggregated data for EPL of regular contracts in

2012. This reveals that there are only a few dimensions (notification procedures,

length of the notice period at 20-year tenure, severance pay at 9-month tenure and

possibility of reinstatement following unfair dismissal) where France scores less

than the OECD average. Given the magnitude of the fall in GDP that was

experienced in the most recent crisis (compared to the previous two negative

growth episodes of the second half of the twentieth century), we would have

expected a much greater increase in unemployment/fall in employment. This

comparatively small increase is consistent with the argument that high EPL

mitigated the impact of falling GDP on job loss.

There is good theoretical reasons and some cross-country empirical evidence

suggesting that higher EPL limits job destructions during downturns and hence

the impact of recessions on unemployment. For instance, Bentolila and Bertola

(1990: 398) find that ‘‘firing costs affects the firing policy of the firm much

more dramatically than its hiring policy or its average employment levels.’’
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Countries with lower labour market regulations tend to exhibit higher cyclical

responsiveness of employment (Bertola et al, 1999: 5; Blanchard et al, 2013: 2, 3),

and the effects of strict EPL in fact ‘‘seem to dampen the unemployment effects

of shocks in the short run’’ (Bassani and Duval, 2006: 46).14 Using a

difference-in-difference approach, Boeri and Jimeno (2005) find that EPL has a

statistically significant negative effect on job destruction in Spain by comparing

large companies where EPL applies and small companies where EPL does not

apply.

Studies of the case of France further suggest that companies not covered by EPL

suffered greater employment losses. For instance, Argouarc’h et al (2010: 23)

analyse employment in very small companies that are not covered by EPL and very

large corporations. They find that reductions in employment started earlier in small

and medium companies in 2008 and contributed significantly to overall employ-

ment losses whereas large companies15 initially maintained employment, especially

in the industry, and only started adjusting their workforce in the second quarter of

2009 (ibid: 34). Rather than shedding labour, large companies have reduced their

orders from subcontractors, which in turn reduced their subcontractors’ demand for

labour (ibid: Figure 12).16

In sum, given the magnitude of the fall in GDP that was experienced in the most

recent crisis, we would have expected a much greater increase in unemployment/fall

Table 1: Unpacking the EPL index for regular workers

France OECD Difference

Notification procedures 3 3.12 0.12

Delay involved before notice can start 2 1.32 -0.68

Length of the notice period at 9-month tenure 3 2.71 -0.29

Length of the notice period at 4-year tenure 4 2.56 -1.44

Length of the notice period at 20-year tenure 1 1.59 0.59

Severance pay at 9-month tenure 0 0.24 0.24

Severance pay at 4-year tenure 2 1.56 -0.44

Severance pay at 20-year tenure 2 1.41 -0.59

Definition of justified or unfair dismissal 4 2.03 -1.97

Length of trial period 4 3.81 -0.19

Compensation following unfair dismissal 3 1.83 -1.17

Possibility of reinstatement following unfair dismissal 0 2.32 2.32

Maximum time to make a claim of unfair dismissal 6 2.26 -3.74

Average 2.62 2.06 -0.56

Note: The table reports data for 2012. The average presented in the table differs from the text because it

is a simple rather than a weighted average. Numbers in bold in the fourth column indicate cases where

France has lower regulation than the OECD average. See the chapter by Martin Myant in this volume on

the sometimes arbitrary weighing of the OECD index.

Source: OECD statistics on EPL.
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in employment, and this comparatively small increase is consistent with the

argument that high EPL mitigated the impact of falling GDP on job loss.

Policy Responses

Using the LABREF tool developed by the European Commission, I map the

number of policy reforms between 2008 and 2013 across several policy domains in

Table 2. This reveals a surprisingly high degree of policy activism with 83 reforms

in total.17 The majority of these reforms were made in Active Labour Market

Policies (ALMPs – 23),18 followed by welfare-related benefits (13), and job

protection (12). Most of the reforms occurred at the beginning (2008–2022 reforms,

2009–2014) and end (2012–2014, 2013–2020) of the period under consideration.

The Commission also codes the direction of the policy reform as ‘increasing’ (56

reforms) or ‘decreasing’ (25 reforms). In the case of ALMPs, ‘increasing’ reforms

entail increased spending on ALMPs for instance through increasing the incentives,

ability (e.g. training schemes) or opportunities (direct job creation schemes) of

workers to participate in employment. The direction of all reforms of ALMPs was

increasing. For labour taxation, 6 out of 9 were ‘increasing’ reforms, for instance

increases in taxes on income. The majority of working time reforms were

decreasing, while 3 out of 4 reforms of the unemployment benefit system were

‘increasing’.

It is beyond the scope of this paper to review in details every single reform that

was introduced between 2008 and 2013. Rather the next two subsections focus on

two aspects: EPL deregulation – because EPL had played an important role in

Table 2: Overview of policy responses

Policy domain 2008 2009 2010 2011 2008–2011 2012 2013 2008–2013

Active labour market policies 7 2 1 4 14 3 6 9

Labour taxation 2 2 0 1 5 3 1 4

Other welfare-related benefits 2 6 0 1 9 3 1 4

Wage setting 5 0 1 0 6 2 3 5

Working time 2 2 0 0 4 3 2 5

Unemployment benefits 1 2 0 1 4 0 0 0

Job protection (EPL) 3 0 1 1 5 0 7 7

Total 22 14 3 8 47 14 20 34

President Sarkozy Hollande*

Prime minister Fillon Ayrault

Source LABREF database, DG EMPL, European Commission. For more information, see http://izajolp.

springeropen.com/articles/10.1186/s40173-015-0038-5.

*Elected 6 May 2012.
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mitigating the initial impact of the crisis – and falling labour market policy dualism

which failed to reduce labour market dualisation.

EPL Deregulation

A number of deregulatory reforms were introduced both before and during the

crisis which is surprising because it is not clear that deregulating EPL should

necessarily be expected to lead to improved labour market performance. Indeed,

Howell et al (2007: 15) point out that previous OECD reports recommend EPL

reforms as a solution to France’s unemployment problem without offering any

evidence that this would actually lead to lower unemployment. As discussed earlier

in this chapter, the expectations concerning the effect of EPL are not clear cut given

that EPL reforms hinder hiring as much as firing. It directly follows that, even if

one assumes that EPL lowers labour market performance because EPL prevents

hiring more than it hinders firing, it is still the case that deregulating EPL during an

economic downturn will logically worsen rather than improve unemployment. This

adverse effect of deregulation during downturns occurs because lower EPL makes

it less costly to fire, while firms will not hire where demand for their products is

falling as is likely during an economic crisis. With sluggish economic growth (and

low future expected growth), EPL deregulation is therefore more likely to affect

workers’ bargaining power – and hence wages – than hiring and employment.

Nicolas Sarkozy won the 2007 presidential election with manifesto commitments

that emphasised reforming the 35 hours working week, tackling ‘welfare

dependency’ by increasing incentives to work, promoting job quality through

vocational training and reforming EPL (Milner, 2012; Levy, 2016). On the 25 June

2008, his government introduced two labour market reforms that increased

flexibility in the Loi portant sur la modernisation du marché du travail. The first

was the so-called Rupture conventionnelle where employees and employers can

‘‘mutually agree to terminate an employment contract and negotiate its end’’,

thereby adding a third way – alongside resignation and dismissal – for a contract to

be terminated. If the termination is not contested by the ministry of labour, the

rupture is validated and the employee receives a lump sum calculated as 1 month

per year of work. As Figure 17 shows, the contract was increasingly used. The

second reform consisted of lengthening the probation periods of permanent

employment contracts, with longer probation periods for professional and

managerial staff (between 3 and 4 months) than for manual and clerical workers

(between 1 and 2 months) (LABREF).

Socialist Francois Hollande was elected in 2012. One year later, several measures

were agreed in the Act No. 2013-504 in the Loi portant sur la sécurisation de

l’emploi that was voted in June 2013. First, companies with more than 50 employees

were required to draft a ‘social plan’ when dismissing more than 10 employees.

While this could in principle be interpreted as a tightening of collective dismissal
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regulations, it also introduced greater legal certainty by reducing the lawful period in

which the dismissal may be contested in court from 12 to 3 months. Second, the

prescription period – specifying the time period in which a dismissed employee is

allowed to contest the dismissal – was reduced from 5 to 2 years. Third, as part of

the Accord de maintien de l’emploi under the socialist government, companies with

‘economic difficulties’ were allowed to ‘agree’ with unions the ‘‘adjustment of

wages/working time for no longer than 2 years’’. This introduced wage and

functional flexibility in addition to the external flexibility introduced by other

reforms. Crucially, it specified that ‘‘those who refuse can be dismissed under

individual economic dismissals’’ which is easier for companies to do than to

undertake collective dismissals, thereby linking external with internal flexibility.

Overall, it does not appear that these reforms fulfilled their stated aims to reduce

unemployment. Indeed, Figure 18 shows that unemployment failed to fall: after

each of the main reform unemployment either increased or was not reduced in any

sustainable way. At the same time, temporary employment increased massively,

suggesting that firms could in any case find flexibility by using temporary contracts

and that reducing the protection of open-ended contracts did not result in a

contraction of the number of precarious contracts. This is consistent with

Tsakalotos (2004) argument that reducing the protection of insiders reduces the

bargaining power of all workers and hence makes outsiders worse not better off.

There is therefore no evidence that the deregulation of EPL fulfilled the objectives

of policy makers to reduce unemployment.

Labour Market Dualisation

In the pre-crisis period, both the unions (Benassi and Vlandas, 2016) and the

French government (Vlandas, 2013a, b) have attempted to combat labour market

dualisation (for a contrarian view see Palier and Thelen, 2012). Interestingly, we

0

1,00,000

2,00,000

3,00,000

4,00,000

2008 2009 2010 2011 2012 2013 2014

Figure 17: Rupture conventionelle (negotiated termination).

Source: Direction de l’animation de la recherche, des études et des statistiques, Ministère du Travail, de

l’Emploi, de la Formation professionnelle et du Dialogue social.
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can observe a continuing attempt to reduce labour market dualisation during the

crisis. Unlike accounts that suggest that more dualised countries are less responsive

to the crisis (Rueda, 2014), the next paragraphs show that France pursued many

policies that aimed to improve the welfare of outsiders in unemployment and

precarious work, despite its high EPL and its large temporary work sector (see

Vlandas, 2013b for a summary of pro-temporary worker legislation).

First, the government attempted to help those ineligible to unemployment

benefits and in low-income work. In France, those that have been in unemployment

for a long time or have not contributed to the unemployment benefit scheme can

claim the minimum income scheme. In 1988, Miterrand had introduced the Revenu

Minimum d’Insertion to provide a minimum income benefit to those not covered by

unemployment benefits, but this in some cases meant that seeking work would

entail a loss of benefits. In 2008, the Sarkozy government introduced a reform

called the Revenu de Solidarité Active (RSA) that allowed workers under a certain

income to claim the benefit, thereby minimising some of the benefit loss when

returning to work (see Vlandas, 2013a). In 2010, the Hollande government made

the RSA accessible to those aged between 18 and 25 years old which were

previously excluded, but only if they have worked at least 2 years. During the

crisis, there was an explosion in the use of ‘‘RSA socle seul’’, which benefits to

households with no income from work, from 342,290 in July 2010 to a peak of

608,825 in March 2015. The number of RSA recipients that work increased from

101,228 in July 2010 to a peak of 179,090 in November 2015.19

Figure 18: Unemployment and major deregulatory reforms.

Source: OECD labour market statistics and LABREF database.
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Reforms were also directly targeted at the unemployed. An April 2010

agreement aimed to extend unemployment benefit duration for 325,000 unem-

ployed people reaching the end of their eligibility. In addition, the plan specified

paid training schemes for 70,000 beneficiaries (Erhel, 2010: 14). Employment

subsidies were also directly targeted at unemployed outsiders. Thus, for instance,

the government also reformed existing subsidies for special contracts. The recently

created Emplois d’Avenir (Future Jobs) subsidised the hiring of unemployed youth

with low skills in either the public or the not for profit sector. In Autumn 2008, the

government announced more spending on the Contrat Initiative Emploi (CIE) and

88 500 new contracts in 2009 (Erhel, 2010: 18). Overall, subsidised contracts have

had an important mitigating impact on employment numbers (Bardaji, 2011: 2).

Some less targeted schemes also subsidised any hire in a company of less than 10

employees. It exempted all employer social contributions at the minimum wage

level (the SMIC), up to 1.6 times the SMIC at a decreasing rate. More than 1.1

million requests had been accepted by 1 October 2010 and this helped mitigate the

fall in hiring during 2009 (Bardaji, 2011: 4). Other initiatives served the interests of

both insiders and outsiders by jointly subsidising the hiring of an outsider with the

retention of insiders. Specifically, the Contrat de Génération aims to help

employers who hire a young worker (between 16 and 25 years old) while retaining

an older worker (above 57 years old). The law specifies a lump sum of 4000 euros

per year (Loi n. 2013/185, March 2013, ‘‘Contrat de Génération’’).

Moreover, the governments also attempted to improve the regulations of non-

standard work. Temporary work had been the focus of previous government which

had attempted to regulate fixed-term contracts and agency work (see Vlandas,

2013b). Temporary work was seen as creating précarité while not improving

efficiency. Blanchard and Landier (2002) have argued that the extension of fixed-

term contracts over time in France has not reduced the duration of unemployment

but instead has increased turnover, leading to worse labour market outcomes for

young people. During the crisis, temporary agency workers have been particularly

hard hit: their exit rates from employment doubled in 2 years from 19% in 2007 to

39% in 2009, while the exit rates for fixed-term contracts also increased (Bardaji,

2011: 5).

In 2013, the Hollande government introduced regulations preventing interns

being used instead of permanent workers and contributions to insurance funds for

temporary work were stepped up. Consistent with previous temporary work

reforms (Vlandas, 2013b), this did not contain the rise of temporary contracts.

Temporary employment increased from about 3,092,000 in 2005 to about

3,696,000 in 2014, a nearly 20% increased whereas temporary employment fell

by 2% in the euro area.20 This suggests that labour market dualisation increased

even though policy dualism had been reduced (for more on the distinction between

dualism and dualisation see Emmenegger et al, 2012) and that reducing the

protection of open-ended contracts did not result in a contraction of the number of
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precarious contracts. This is consistent with Tsakalotos’ (2004: 417) argument that

reducing the protection of insiders reduces the bargaining power of all workers and

hence makes outsiders worse rather better off.

This increase in temporary employment also shows that firms can find flexibility

in France by using temporary contracts. At the beginning, firms reduced their

demands for workers on permanent contracts. Job offers for contracts above

6 months fell from 130,000 in January 2007 to a trough of 96,000 in April 2009,

and by 2015 it had not returned to its pre-crisis level. But job offers for contracts

between 1 and 6 months also fell, from 121,300 in January 2007 to a trough of

96,100 in January 2009 and contracts under 1 month decreased to 32,100 in

February 2009. If we look at job offers by contract duration in percentage terms, we

observe an increased dualisation between 2007 (55.4% of contract under 6 months)

and 2011 (57.9%), but a declining dualisation thereafter (only 48% of job offers

with contracts under 6 months in 2015).21 In 2014, the government further targeted

interns and also introduced reforms aimed at improving the conditions for part-time

work. The minimum legal pay of interns was increased, and the minimum statutory

hours for part-time work was raised. In 2015 regulations surrounding the posting of

workers which can be seen to adversely affect outsiders the most were tightened

(LABREF).

While regulations of temporary work were enhanced, other reforms facilitated

self-employment. In 2009, the Sarkozy government attempted to facilitate

entrepreneurship through the creation of a new auto-entrepreneur status which

involved less ‘red tape’ in acquiring the self-employment status and no upfront

taxes to pay. In a context with increasing unemployment and limited demand, this

led to an increased use of this contract: there were 320,000 inscriptions in 2009,

350,000 in 2010, 290,000 in 2011 and 307,500 in 2012 which resulted in a total of

1.2 million auto-entrepreneurs created as of 2012 (Deprost et al, 2013: 13). The

number of all types of self-employed also increased from 1,342,000 in 2008 to

1,616,500 in 2010 and 1,645,400 in 2012.22

Finally, France relied on short-time working arrangements, which have been

shown to be efficient at preventing dismissals during recessions (OECD, 2010: 68).

In the case of France, the estimates for the period before 2010 are that 60,000 jobs

were saved (ibid: 61). Calavrezo and Lodin (2012) find that between 2007 and 2010

manufacturing firms, and especially car manufacturers and the metalworking

industry, used the most hours of these schemes. More than a third of the schemes

were used by companies with more than 500 employees. From an almost non-

existent level in 2008, the use of this partial unemployment arrangement peaked in

the third quarter of 2009.23 However, the use of the scheme continued to be

promoted thereafter. One example is the introduction of a long-term short-time

work scheme, which was added to the normal short-time work scheme in May

2009. It compensates up to 75% of the gross income of workers experiencing a

lower work activity for a long time period (Bardaji, 2011: 2). Another example is
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the 2012 ‘Accord Intersectoriel National’ (national collective bargaining agree-

ment), which made it easier for companies to use short-time work. Despite this

continued emphasis, France did not rely as much as it could have on these schemes,

especially when compared to other countries: in February 2011, only 0.8% of

French employees were in short-time work, compared to 5.6% in Belgium and

3.17% in Germany.24

Conclusion

There is a long-lasting concern in France with high unemployment, social

exclusion and excessive labour market ‘rigidities’. High employment protection is

blamed for persistent and high unemployment, and labour market dualisation where

certain groups are excluded from the labour market or relegated to jobs with low

protection, poor prospects for advancement and lower job satisfaction. Following

this conventional wisdom, certain policy makers, economists and international

organisations have recommended France further deregulates its labour market as a

response to the crisis.

This paper has tried to explain why the crisis had a limited impact on France’s

labour market despite a high EPL. It has argued that France’s labour market

problems prior to the crisis were not due to high EPL and that high EPL together

with a well-developed welfare state mitigated the impact of the crisis. The ongoing

deregulatory agenda in France appears problematic and deregulatory reforms after

the crisis seem to have made matters worse.

At the same time, the crisis was not as deep as in some other Euro area countries

and the costs of the crisis were imposed on younger, non-educated, and foreign

individuals, whereas older educated nationals were sheltered from the impact of the

crisis. This dynamic has resulted in greater labour market dualisation. But it was

not the result of a policy choice to favour insiders at the expense of outsiders:

policy makers have attempted to reduce policy dualism by reforming labour market

policies that help the unemployed and temporary workers, while also trying to

protect insiders through short-time working schemes.

Taken together, these findings contribute to our understanding of labour market

dynamics in France during the crisis. Beyond the case of France, they suggest that

EPL can play a helpful role during crises and that countries with high EPL can and

do attempt to protect labour market outsiders, in contrast to the expectations of the

insider–outsider theory. Finally, the divergence between labour market dualisation

and policy dualism after the crisis shows that dualisation cannot be assumed to be

an indication of a conscious policy choice.
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Notes

1 European refers to EU28 – see http://ec.europa.eu/eurostat/statistics-explained/index.php/File:

Change_in_the_number_of_unemployed_persons_%28compared_to_previous_month,_in_thousands%

29,_seasonally_adjusted,_January_2006_-_September_2015.png.

2 Eurostat, accessed on 20 November 2015.

3 This was already recognised in the nineteenth century: Cairnes (1874: 68) pointed out there are ‘‘non-

competing industrial groups’’ within the economy that cannot easily move to more highly paid

occupations (see also Mill, 1909: 393). In the twentieth century, some other precursors are Pigou

(1945: 19) and Dunlop (1957).

4 For instance: ‘‘At the same time that the work force was becoming more homogeneous, those

oligopolistic corporations that still dominate the economy today began to emerge and to consolidate

their power’’…‘‘The new needs of monopoly capitalism for control were threatened by the

consequences of homogenization and proletarianization of the work force’’… ‘‘[employers’] new

strategies was to break down the increasingly unified worker interests that grew out of the

proletarianization of work and the concentration of workers in urban areas.’’ (Reich et al, 1973: 361).

With this shift of capitalism, what becomes crucial for corporations is ‘‘monopolistic control, rather

than the allocational calculus of short-run profit maximisation’’ (Edwards et al, 1975: xii).

5 The chain-linked volume index (2010 = 100) for gross capital formation peaked in both the euro

area (115.7) and France (110.2) in the first quarter of 2008, but the trough was reached in France in

the third quarter of 2009 (97.2), whereas in the euro area it reached a first trough in the first quarter of

2010 (98) but continued falling in the first quarter of 2013 to 94.6. The data for gross fixed capital

formation (seasonally adjusted and adjusted data by working days) were collected from Eurostat

(variable namq_10_gdp).

6 Indeed, France has a wage led growth model and hence falls in consumptions have a net negative

effect on GDP (see Onaran and Obst, 2016).

7 The chain-linked volume index (2010 = 100) for consumption expenditures evolved as follows: in

the first quarter of 2007 it was 97.1 for the euro area and 96.1 for France, in the first quarter of 2008 it

was 99.4 and 97.5, in the first quarter of 2009 it was 99.1 and 97.7, and in the first quarter of 2010 it

was 99.7 and 99.5, but by the in the first quarter of 2014 it was 98.9 and 102.1. The data for final

consumption expenditure (seasonally adjusted and adjusted data by working days) were collected

from Eurostat (variable namq_10_gdp).

8 The chain-linked volume index (2010 = 100) for exports of goods and services evolved as follows:

both peaked in first quarter of 2008 (105.3 for the Euro area and 107 for France), reached a trough in

second quarter of 2009 at 88.3 and 91.6, respectively, and then increased more or less similarly

thereafter. The data for exports of goods and services (seasonally adjusted and adjusted data by

working days) were collected from Eurostat, variable namq_10_gdp.

9 OECD data set, country statistical profile, extracted 12 September 2015.
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10 France lost 9.2% of its employment in the construction sector (177,000), whereas the euro area lost

24% (2,841,000). Source: Employment by sex, age and economic activity (from 2008 onwards,

NACE Rev. 2) in 1000 s, variable lfsa_egan2, Eurostat, extracted 17/09/2015.

11 Construction employment fell by 9.2% (177,000), manufacturing employment fell by 14% (523,000),

and public administration employment contracted by 8.77% (233,000). Source: Employment by sex,

age and economic activity (from 2008 onwards, NACE Rev. 2) in 1,000 s, variable lfsa_egan2,

Eurostat, extracted 17/09/2015.

12 Source: Employment by sex, age and economic activity (from 2008 onwards, NACE Rev. 2) in

1,000 s, variable lfsa_egan2, Eurostat, extracted 17/09/2015.

13 The OECD EPL index only starts in the 1980s, whereas the Allard EPL index starts much earlier but

ends in 2000.

14 On the other hand, EPL may lengthen ‘‘the adjustment period needed for unemployment to return to

its initial level’’ (Bassani and Duval, 2006: 46).

15 These companies together constituted 27% of total employment (Argouarc’h et al, 2010: 35).

16 It would also be possible that large companies respond to lower demand by reducing wages but

Cochard et al (2010: 190) finds that a majority of French companies (81%) kept their wages constant

during the crisis, while a third did reduce the number of overtime hours and individual bonus which

led to wage moderation over the early period of the crisis.

17 Even before the crisis, Ross (2006: 317) had argued that patterns of welfare state reforms in France

‘‘demonstrate hyper-active reformism’’.

18 Note that both right-wing and left-wing governments have introduced ALMP reforms. This is

consistent with what I have shown for the pre-crisis period in Western Europe: both left and right-

wing parties might pursue ALMPs albeit of a different kind (Vlandas, 2013c).

19 Source : Pôle emploi, STMT. Note: the RSA was voted in 2008, and started in January 2009. But

detailed data are only available after July 2010 (‘‘A compter de juillet 2010, sont repérés dans le

système d’information statistique de Pôle emploi les demandeurs d’emploi ayant un droit payable au

RSA, i.e. les bénéficiaires (allocataires ou conjoints) percevant une allocation au titre du RSA’’.).

20 Temporary employees by sex, age and educational attainment level (1000), Eurostat variable

lfsa_etgaed, accessed 17/09/2015.

21 Own calculations. Source: data CVS-CJO, France métropolitaine, Offres d’emploi enregistrées à

Pôle emploi; par type d’offre (A: emplois durables, B: emplois temporaires, C: emplois

occasionnels), taken from Pôle emploi, Dares – STMT.

22 Self-employment by sex, age and nationality (in 1000 s) was calculated using the variable lfsa_esgan

in Eurostat, extracted on 17.09.15.

23 http://travail-emploi.gouv.fr/IMG/pdf/2012-004-2.pdf Statistical Department of the Ministry of

Labour (DARES), page 2.

24 Report by the Cour des Comptes accessed at: http://www.ccomptes.fr/fr/CC/documents/RPA/4_

systeme_francais_indemnisation_chomage_partiel.pdf.
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France. Revue économique 29(1): 26–48.

Reich, M., Gordon, D. M. and Edwards, R. C. (1973) A theory of labour market segmentation. The

American Economic Review, 359–365.

Ross, G. (2006) Danger, One EU Crisis May Hide Another: Social Model Anxieties and Hard Cases.

Comparative European Politics 4: 309–330.

Rueda, D. (2007) Social democracy inside out. Partisanship and labour market policy in industrialised

democracies. Oxford: Oxford University Press.

Scarpetta, S. (1996) Assessing the role of labour market policies and institutional settings on

unemployment: A cross country study. In: OECD (eds.), OECD Economic Studies, Paris: OECD.

Scharpf, F. W. and Schmidt, V. A. (eds.) (2000) From vulnerability to competiveness: Welfare and work

in the open economy, Oxford, Oxford University Press

Schmidt, V. (2003) French capitalism transformed, yet still a third variety of capitalism. Economy and

Society 32(4): 526–554.

Siebert, H. (1997) Labor market rigidities: At the root of unemployment in Europe. Journal of Economic

Perspectives 11(3): 37–54.

Simoni, M. and Vlandas, T. (2016) Employment protection reforms and the rise of dualization. Mimeo.

Streeck, W. and Thelen, K. (2005) Beyond Continuity: Institutional Change in Advanced Political

Economies Oxford: Oxford University Press.

Tsakalotos, E. (2004) Market constraints, economic performances and political power: Modernizers

versus leftists, Socio-Economic Review 2(3): 415–424.

Vlandas

� 2016 Macmillan Publishers Ltd. 1476-3419 French Politics



Vlandas, T. (2013a) The politics of in-work benefits: The Case of the ‘Active Income of Solidarity’ in

France, French Politics 11: 117–142.

Vlandas, T. (2013b) The politics of temporary work deregulation in Europe solving the French puzzle.

Politics & Society 41(3): 425–460.

Vlandas, T. (2013c) Mixing apples with oranges? Partisanship and active labour market policies in

Europe. Journal of European Social Policy 23(1): 3–20.

Labour market and policy responses

� 2016 Macmillan Publishers Ltd. 1476-3419 French Politics


	Labour market developments and policy responses during and after the crisis in France
	Abstract
	Introduction
	Employment Protection Legislation, Labour Market Performance and Dualisation
	The Evolution of France’s Welfare State and Labour Market
	The French Welfare State
	The French Labour Market Before the Crisis
	Labour Markets During the Crisis

	Why the French Labour Market Resisted Well
	A More Minor Crisis?
	Costs Externalised Onto Certain Groups
	Automatic Stabilisers and High EPL

	Policy Responses
	EPL Deregulation
	Labour Market Dualisation

	Conclusion
	Acknowledgements
	References




