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PREFACE

This volume in the Trends in Social Cohesion series offers some thoughts
on a question which figures prominently in the political agendas of our
member states: how can we introduce what is known as labour market
“flexibility” without harming social cohesion?

Labour flexibility is often viewed as the only answer to increasingly fierce
global competition. However, by implying that work is no longer an en-
titlement (bringing security and recognition) this development tends to
undermine the existing social contract founded on the integrating role of
work. The risk is that employment now comes to be seen as a sporadic
relationship dependent on the vagaries of the global economic situation
rather than a stable mutual commitment bringing benefits to both
employers and employees. Traditional European employment models are
based on the mass organisation of labour whereas flexible employment
models are leading to an individualisation of the relationship and to a
weakening of the collective identities which were previously founded on
work.

In its role as guarantor of democracy and human rights, the Council of
Europe is now proposing some possible ways of ensuring that the costs
of these changes are equally shared between the different social actors.
At present, flexibility is all too often perceived as a matter of depriving
labour of its hard-won institutional protection and turning it into a
market-regulated resource with heavy emphasis on individual negotiation
of contracts. From the point of view of the individual employee, flexibility
of labour often seems to mean the intensification of work and constant
changes in working hours. We need to assess the effectiveness of labour
law in relation to the new processes that are emerging in the world of
work. To guard against the risks of flexibilisation, we need to explore the
possibility of developing new rights or reinterpreting existing rights in
order to ease the increasingly frequent transition from one job to anoth-
er: safeguarding job skills, catering for discontinuous career patterns,
providing appropriate social protection to encourage mobility, combat-
ing ageism and making working life compatible with private life.




| trust that this publication will help both governments and civil society
to find new ways of ensuring fairness in the distribution of the costs and
benefits of flexibility and helping people to cope with job transitions.

Terry Davis

Secretary General of the Council of Europe




FOREWORD

Labour flexibility from a social cohesion perspective

The Council of Europe defines social cohesion as the capacity of a soci-
ety to ensure the welfare of all its members and access to rights, with-
out distinction as to ethnic or religious background, allowing all members
of the community to fulfil themselves in the personal, occupational and
family spheres, to voice their own interests individually and collectively,
and to participate in pursuing the general interest.’

This capacity of society is founded on what Habermas calls “we-con-
sciousness”, a shared sense of belonging developed in modern societies,
which ranges beyond ethnic and family ties to encompass other types of
recognition, such as democratic access to rights. The same author asserts
that it is the administrative authorities and the markets that functionally
hold together our modern societies.?

Labour flexibility, the focus of our discussion, in fact raises the very ques-
tion of the role played by markets and public (administrative) authorities
in social cohesion, since changes in administrative rules (clarification of
rights, particularly in the employment and social protection fields) and in
markets’ behaviour (terms and zones of competition) can influence the
way we live together in our societies and have a significant impact on
individuals’ well-being.

It is for this reason that the Council of Europe believes there should be a
debate on the changes that labour flexibility brings about in social cohe-
sion. The administrative authorities and the markets are in reality never
neutral, but always pursue specific ends. They can accordingly have a
negative or a positive influence on social cohesion, depending on the
ultimate goal and the method used to modify the rules and collective
behaviour. If the objective is the welfare of all members of society, those
changes must be consistent with the need for equity, with respect for

1. See the Revised Strategy for Social Cohesion approved by the Committee of Ministers
of the Council of Europe on 31 March 2004.

2. Habermas, J., The Inclusion of the Other, Studies in Political Theory, MIT Press, Cambridge,
Massachusetts, 2000 (translated from Die Einbeziehung des Anderen, Suhrkamp Verlag,
Frankfurt am Main, 1996).




individuals’ dignity and autonomy and with recognition of the right to
express agreement or disagreement, individually or collectively, and to
negotiate. Any change in the terms on which we live together in our soci-
eties requires the existence of democratic fora allowing possible objec-
tions to be raised.

Even within our modern European societies, social cohesion is still large-
ly defined in relation to the national area that delimits the dual sense of
identity — that of the nation and that of the citizen — on which it is based.
Social cohesion requires market forces and administrative rules, and
trends therein, to be subject to democratic supervision. However, labour
flexibility appears to be a response to events beyond national control.
The markets are taking on spatial and temporal characteristics different
from those of the democratic process, and the administrative authorities
struggle to assume their role of guarantor of rights for all. As Luigi
Mariucci points out, in the neoliberal sense globalisation is above all syn-
onymous with open market competition. In accordance with laws based
solely on mercantile logic, it also tends to “liberalise” labour, which it
transforms into a commodity. The rule of mercantile logic undermines
the foundations of social cohesion (or the European social model),
destroying one of its essential features — the guarantee of individual and
collective rights, for workers and citizens, and fora for consultation and
discussion of potential clashes between the logics of competition and
citizenship.

To ensure that society is capable of guaranteeing the welfare of all its
members, social cohesion can, as has been said, adapt and conform to
new orders and situations. However, reform of its underlying structures
must take account of the historical traditions and principles of citizenship
that form the basis of European nations’ cultural identity. How can the
collective capacity to ensure everyone’s well-being be reinforced without
a balanced forum for dialogue and consultation founded on an essential
political principle such as democratic security? Security is necessary to
the development and renewal of social cohesion, to give everyone confi-
dence in the future and make people feel they have a role in shaping
their own future and that of coming generations. As the high social and
societal cost of job insecurity shows, this form of security must be attain-
able first and foremost in the employment sphere. However, security is
not synonymous with rigidity and barriers to job mobility. It is more a
matter of social recognition of a right to transition, which encompasses
the individual dimensions and calls for the co-responsibility of all the




social players or “stakeholders” — a term used to contrast with stockholder
or shareholder — whose primary role is defence of their own interests.

Globalisation complicates the social cohesion process. Co-responsibility
entails that everyone should make a concerted contribution to shaping
the society in which we live and to which we aspire. It also involves concepts
of justice and social sustainability. That poses problems when economic
forces no longer buttress the national political system and tend to weak-
en the state’s ability successfully to manage inequalities.’ At the same time,
neoliberal globalisation invalidates the national area and territorially
defined interests. It focuses instead on individuality, as a universal condi-
tion, and gives the logics of the market and competition precedence over
all others, particularly the logics of solidarity, co-operation and social justice.
In these circumstances the question of what is best for us Europeans
can no longer be posed without considering the general good, which
accordingly broadens the concept of welfare and builds a bridge
between territorial justice and universal solidarity. The ensuing global or
universal concept of justice refers to each individual’s responsibility towards
others, including foreigners,* and paves the way for another form of
globalisation, that of solidarity-based co-responsibility.

The Council of Europe accordingly proposes to hold a debate on recon-
ciling the inevitable constraints of globalisation — that is, reorganisation of
the factors of competition, transforming the labour market into a glob-
al one, mirroring the capital market — with social cohesion, understood
as the capacity of our societies to develop while avoiding polarisation,
which sacrifices people’s dignity and human potential. Reconciling these
two factors is more than a political obligation: it is the price of security
and stability, guaranteeing social sustainability. As we have seen, for
Europeans social reform can take place only in accordance with underly-
ing principles of citizenship and — while recognising that the individual
dynamic is no substitute for, but rather part of and enhanced by, the col-
lective dynamics of representation and negotiation — specific to the dem-
ocratic logic. As stated in the Methodological Guide to Concerted

3. Matthieu Nanteuil-Miribel and Assaad El Akremi, “La société flexible: travail, emploi,
organisation en débat”, in Sociétés en changement, Erés, 18 March 2005.

4. ). Habermas defines a foreigner as someone who, having formed their own identity in a
totally different life environment, has a self-image shaped by traditions other than our own.
The Inclusion of the Other, Studies in Political Theory, MIT Press, Cambridge, Massachusetts,
2000.




Development of Social Cohesion Indicators,” drawing on Habermas's the-
ories, any reform undertaken by those concerned must preserve the integrity
of the “lifeworld”, that is to say the underlying components of the capac-
ity to live together.

This volume in the series Trends in Social Cohesion opens up many lines
of thought on the theme of “reconciliation”. Rather than engaging in
the often-seen clash of ideologies — between those who regard flexibili-
ty as the solution to problems of unemployment, the cost of social pro-
tection and domestic firms’ competitiveness and those who see it as
destroying social ties and the collective expression of workers’ interests —
the writers here instead focus on analysing the complexity of the social
adaptation project, which labour flexibility imposes on administrations as
well as individuals.

Avoiding a simplistic, ideological approach, the discussion accordingly
focuses on “reconciliation” as a mediation concept, raising the question
of the relations between various changes, not as mere causal links, but
as developments which society (government, business and citizens) can
and must influence in the light of policy objectives. Identifying these rela-
tions between changes makes it possible to ask the right questions and
to avoid reasoning in over-simplistic terms. As regards the changes
brought about by labour flexibility in social co-existence and trends in
society, there are many such relations, which affect aspects ranging from
market satisfaction’s impact on social cohesion to issues touching on the
legislation determining the nature of rights and collective fora for nego-
tiation and expression, via how adoption of a more individualist approach
to the organisation of working and private life influences economic per-
formance.

A glance through the papers presented here shows that the authors
warn against the emergence of a new paradigm based on short-termism,
of which labour flexibility is part and parcel, resulting in a lack of
occupational ties and long-term obligations. It goes without saying that,
apart from labour flexibility, extreme capital (funds) mobility and the
quest for virtually immediate profits are also inherent in this paradigm.
However, a detailed study of that would go beyond the scope of this dis-
cussion, the purpose of which is to concentrate on the negotiation fora,

5. Council of Europe, Concerted Development of Social Cohesion Indicators — Method-
ological Guide, Council of Europe Publishing, August 2005.




allowing the adaptation of collective reference points necessary to pre-
serve social cohesion in the face of changes in the role of work and in
labour relations. It must nonetheless be borne in mind that a paradigm
based on short-termism rules out inclusion of the negative externalities.
In that respect it is at variance with sustainability, a long-term concept
which takes account of the future consequences of economic activities,
in particular for coming generations.

Let us look at some of the relations highlighted by the authors and the
guestions they raise.

Relations between labour flexibility, business competitiveness
and economic performance

In this connection, Sabine Urban and Dario Velo ask the following questions:

* to enhance European business competitiveness and performance, is
labour flexibility enough?

e is there an economically optimum level or degree of flexibility for
different possible situations (by sector, region and so on)?

e in attempting “reconciliation”, how is a socially acceptable degree of
flexibility to be defined?

® as regards co-responsibility, if flexible operation of the labour market
were to present particular difficulties for certain workers (or people
wishing to work), [is it not] naturally the public authorities who
should have the task of bearing at least part of the cost of voca-
tional retraining or assistance for groups of people unable to cope
successfully with adjustment to excessively demanding change?

Relations between the worker, the flexible labour market
and the capital market

Here Pierre Salama raises the following questions:

e is decline in productive investment, partly the result of the priority
given to financial activities and their importance in corporate bal-
ance sheets, affecting the quest for labour flexibility?

e is the new role of finance in industry changing the way profits and
incomes are distributed?

e observing that, if flexibility is imposed merely to satisfy shareholders
and financiers, inequalities grow and wages/salaries virtually stagnate




while income from finance booms, undermining and hollowing out
social cohesion, Pierre Salama concludes that labour flexibility must
be negotiated: it must allow a return to growth, income and employ-
ment. As long as the ethical angle is not left out of the negotiation
process, social cohesion can be preserved in the long run.

Relations between labour flexibility, job insecurity and new social costs

This concerns the sensitive subject of the transfer of the costs of internal
changes from businesses to society. In the third chapter, Brendan J. Burchell
asks:

e is flexibility a cause of anxiety, stress and psychological malaise, and
who pays the price?

e what are the implications for personal and family relationships out-
side the workplace?

e in the attempt at “reconciliation”, how can the effects of insecuri-
ty be made socially visible, since no social status attaches to job
insecurity, unlike unemployment?

* how can other identity-building factors be developed when work
no longer plays its role?

e do the savings expected from restructuring offset the resulting
demotivation of staff?

e is there a correlation between the exercise of parental responsibilities
and hostile workplaces where superiors or colleagues are indifferent
to family obligations?

Burchell considers that “social legislation is needed to safeguard the social
environment from employers who attempt to maximise their own prof-
itability but leave in their wake human costs which do not appear on
their balance sheets” and that “flexibility of operations rather than flex-
ibility in number of employees can be a key for competitiveness of an
organisation.”

Relations between labour flexibility and institutional security

This poses one of the key questions in this field: are discontinuity and
insecurity inevitably linked to flexibility? Ton Wilthagen uses the term “flex-
icurity” to describe a possible policy compromise deliberately aiming to




enhance both flexibility and security. Interpreting the Netherlands’ pro-
flexibility legislation in the light of the concept of social cohesion proposed
by the Council of Europe,® he raises a number of questions:

® how can businesses’ quest for competitiveness be combined with
win-win compromise solutions that are also fair to workers?

e which solutions are capable of guaranteeing solidarity and social
justice?

e which players are involved in them?

e how can the reforms strengthen consultation models based on
strategies of positive sum bargaining (between all the players con-
cerned)?

e what obligations do these compromise solutions entail for new
players, such as temporary work agencies?

In the attempt at “reconciliation”, if social cohesion is synonymous with
life environments that guarantee equity, dignity, autonomy and partici-
pation for all, reform must ensure that these four conditions continue to
be met. For example, the Dutch Flexibility and Security Act of 1995,
which offers solutions in terms of equitable bargaining and respect for
the most vulnerable workers’ dignity and need for autonomy, while clar-
ifying a more sombre aspect of the labour market (the situation of its
most vulnerable groups), fails to resolve how flexible workers can partic-
ipate in fora for the expression of views and objections. The author
moreover points out that, in terms of social cohesion, introducing flexi-
bility at a time of labour scarcity (when even the most vulnerable work-
ers are in demand) does not have the same implications as when labour
is in excess supply.

Relations between labour flexibility and the post-Fordist cultural and
organisational mode/

Aris Accornero situates flexibility among the changes in values that
accompany post-Fordism, in terms of both more flexible organisation of

6. See the conceptual approach proposed in Chapter 1 of the Concerted Development
of Social Cohesion Indicators — Methodological Guide, Council of Europe Publishing, August
2005, pp. 23-27.




production and the aspirations of workers, who are better educated
than before and less attached to the idea of a job for life. He asks:

e how it can be ensured that adaptability applies not just between
firms but also inside them?

e how to contend with growing discontinuity in careers and working
life?

e how to help individuals build a working and social identity when
they have more jobs and more tasks than in the past?

* how to match flexibility with an appropriate culture, including the
institutional standpoint?

In the attempt at reconciling it with social cohesion, flexibility can become
socially acceptable only if its impact on the organisation of family life is
taken into account. At the level of the welfare state, an effort must
therefore be made to encourage the desired flexibility (for instance by
stabilising the situation of workers who have already had a number of
temporary jobs and by adapting access to housing loans) and to guar-
antee continuity of social citizenship throughout people’s discontinuous
working lives. Transitions must not result in the loss of rights or status
(such as seniority rights, pension contributions, the right to social assis-
tance and so on). Moreover, public policies should prompt employers to
acknowledge, certify and reward worker versatility and to encourage
their employees to extend their range of skills.

Relations between diversity in employment, reform of social protection
and a predisposition to flexibility over the life course

Like flexibility, employment is assuming multiple forms — the term “atyp-
ical jobs” is even used. Flexibility (external/internal numerical; internal
functional) shapes private lifestyles. Ute Klammer starts from the obser-
vation that it is only where the interplay between working life and the
private sphere is taken into consideration that labour flexibility can be
rooted in a policy approach aimed at finding new balances, offering an
alternative to a policy founded solely on deregulation or on rigid regula-
tion of employment and social protection. She shows that different wel-
fare state regimes pose the question of a new balance between career
breaks, working-time changes and individuals’ income and social security
in different terms. She raises many questions about the conceptual and
institutional adjustments made necessary by the right to flexibility over
the life-course, according to people’s need to perform other functions in




certain phases of their life (caring for children, the elderly, and so on,
including voluntary interruptions, for instance to perform voluntary
work).

She considers that the attempt at “reconciliation” should further explore
the following concepts:

e internal flexibilisation, on condition also that employees accept salary
cuts at least temporarily (in return for more free time);

e mechanisms supporting upward social mobility (avoiding dead-end
jobs);
e life-long learning (through the introduction of learning time accounts);

e decompression of working time at both ends of working life (the
entrance and exit phases);

¢ reallocation of cash benefits and the like.

In a nutshell, “reconciliation” requires a clever policy rethink, incorporat-
ing an element of worker empowerment geared towards enhanced mas-
tery of employability.

Relations between institutions and perceived job insecurity

By examining the possible variations in two factors — a high or low level
of employment protection legislation and a high or low level of social
security or unemployment benefits — Sebastian Sperber asks what makes
for the success of a policy combining flexibility and security, bearing in
mind that success is achieved where feelings of job insecurity are not
widespread. That is the case, inter alia, where formal employment protec-
tion is less strict but social protection (and support during career breaks)
is greater. This is because excessive employment protection is viewed as
a factor that decreases labour market permeability, since entering the
labour market is all the more difficult when those in employment are less
inclined to leave it. In a reconciliation context, it is accordingly more
appropriate to foster mobility through social protection.

Relations between labour flexibility, activation and citizenship

Activation is an element of social protection reform which relates to the
obligation imposed on unemployment benefit recipients to perform cer-
tain types of work. Activation, which is directly linked to labour flexibili-
ty, may have a punitive intent or incorporate a notion of citizenship. It is




this latter notion which Jean-Claude Barbier has in mind in his study of
“transitional labour markets”, a policy concept combining flexibility and
security, notably via freedom of individuals, solidarity in risk-sharing,
effectiveness of co-operation and efficiency through decentralisation.
The main question he raises is how activation policies preserve the exer-
cise of citizenship and related rights, that is to say how the possibility of
a choice of, and access to, good-quality jobs is guaranteed. The obliga-
tion to take a job can indeed undermine the quality of citizenship: work-
fare, insertion and welfare-to-work are concepts whose connotations
vary depending on circumstances. In an attempt at “reconciliation”, acti-
vation (and flexibility) policies cannot dispense with a reference frame-
work defining citizenship and the rights to social and political participation.

Relations between labour law reform (individual and collective rights)
and flexibility

In asserting that (traditional) labour law is a cross between individual and
collective rights (on the one hand) and individual and collective aspects
of the rules governing employment relationships (on the other), Luigi
Mariucci broaches a key question on the role of labour law. He contends
that in the case of workers in a weak position the individual employment
contract serves the purpose of incorporating statutory provisions and
those established under collective agreements, whereas for workers in a
strong position, who are able to use their bargaining power, the law and
collective agreements constitute a point of reference for individual nego-
tiations, which may go beyond the basic provisions. Labour law has
accordingly always enhanced the bargaining power of individual work-
ers, while ensuring that the weakest benefit from social progress. In this
sense, traditional labour law, inspired by the values of equality and col-
lectivism, has always been diversified and plural in nature. Citing the
ltalian example, the author shows that descriptions of traditional labour
law as “monolithic” are wrong, and were indeed belied from the outset.
Labour law (like other social, civic and economic rights) is a pillar of social
cohesion and of the European social model, and its reform should
accordingly aim to guarantee individual and collective employment
rights and to enhance employer—employee dialogue. Any reform of (indi-
vidual) labour law must accordingly remain consistent with its historical
foundations. Lastly, the author asks whether flexibility is an end in itself.
He says not, “except in those (fairly rare) cases in which it is subject to
the discretion of an individual. Stability, however, is something to be val-
ued, since those who have stable jobs can plan their lives.”




In conclusion, this volume in the Trends in Social Cohesion series looks at
the issue of labour flexibility in societies with a tradition of assertion of
individual rights. In this context, to guarantee a fair outcome, change must
take place with a degree of openness, and responsibilities must be clar-
ified. For example, it is pointless to discuss rights of relevance to transitions
if flexibility is manifested in unlawful employment relations (moonlight-
ing, unregistered workers and so on).

The studies presented here are confined to a given geographical area.
They primarily concern changes taking place in western Europe, where,
despite the rigidity of the Fordist model and the welfare state, democracy
has ensured a positive form of flexibility, that is, the possibility to opt
for change, to take risks and to create one's own job. The employer
—employee bargaining process, which is part and parcel of this model,
has taught the social partners consultation methods and the capacity to
develop solutions suited to different situations. In central and eastern
Europe labour flexibility has its roots in an entirely different historical
context. The era of “true socialism” was characterised by social rigidity,
eradication of the individual capacity to cope with risk and a lack of open
employer—employee bargaining. In those countries, transition is a painful
process involving the loss of former reference points. What then is the
meaning of “flexibility” in this kind of environment? An attempt to answer
this question will be made in the next volume in this series.

Another question should also be the subject of further debate. Is “flexi-
bility” achieved in Europe by exporting and sustaining rigidities else-
where — in countries whose workers are unprotected? Relocation of jobs,
outsourcing and social dumping are concepts that provide food for
thought for a future project.

Lastly, other areas to which the policy debate could be extended include:

e the demographic implications of labour flexibility (reduced number
of marriages, tendency to delay marriage or not to have children on
account of labour instability); early ageing of some categories of the
population due in part to the intensification of labour that goes
with flexibility;

e the pitfalls of flexibility for the most vulnerable workers (often caught
in the immobility trap, they then cannot attain more stable, more
satisfactory employment), particularly migrants;




e changes to be made to education and training programmes to prepare
people for labour flexibility, participation in the negotiation process,
citizenship aspects of work and so on.

As a whole, these papers are an important addition to a debate that is
also taking place within other fora. The Council of Europe’s contribution
is to draw attention to the political obligation of “reconciliation”, entail-
ing consultation between the various players concerned with a view to
promoting the well-being of all members of society in an open democ-
racy. This also requires recognition of individuals’ right to assistance and
support in periods of transition rather than leaving them to cope with
uncertainty on their own.

Gilda Farrell

Head of the Social Cohesion Development Division
Council of Europe
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Introduction

Labour flexibility is currently the focus of ideological and political debate.
The draft Treaty establishing a Constitution for the European Union also
mentions it. However, it is not only an ideological issue: it affects the dig-
nity and well-being of hundreds of millions of people in Europe.

This report seeks to clarify some points in the debate after first briefly
presenting the goals set out for the European Union at the Lisbon Summit
in March 2000, as well as the lack of real results achieved to date given
the very patchy implementation of the “Lisbon Strategy.” Beyond actual
assessment, the aim is to try and understand the causes of this unsatis-
factory situation — a concern that leads us first to consider how manag-
ing enterprises’ competitiveness influences labour market flexibility. We
will then see that labour market flexibility is, however, only one variable
among others in the performance of socio-economic systems. The issue
of labour market flexibility therefore has to be looked at more compre-
hensively and with less conceptual bias. The proposals in the final section
outline ideas for overcoming what is sometimes called “a crisis of moder-
nity.” Beyond the goal of competitiveness, there can be no doubt that it
is “sustainable development for Europe”, in its many dimensions, that
European citizens would like to see promoted.




1. The European Union: a vision for society against
a background of dissatisfaction

a. The Lisbon Strategy : an ambitious vision for society

The EU’s Lisbon Strategy for economic, social and environmental renew-
al (set out in 2000) involves “Choosing to grow: knowledge, innovation
and jobs in a cohesive society”." The growth aimed for should be “sus-
tainable” and based on creating more and better jobs, leading to greater
social cohesion while respecting the environmental heritage.

The Lisbon Strategy ties in with a vision presented on a wider scale by
the United Nations in the 1987 report Our Common Future (also known
as the “Brundtland report”). This defined the concept of “sustain-
able development” as “a process of change in which the exploitation of
resources, the direction of investment, the reorientation of technology
development, and institutional change are all in harmony and enhance
current and future potential to meet human needs and aspirations.”?

According to the Council of Europe, meeting human needs demands
respect for the many dimensions of human rights: equity and non-dis-
crimination in access to rights; dignity and recognition, with acceptance
of diversity; autonomy and the personal, family and vocational fulfilment
of every individual; individual participation in and commitment to build-
ing a “just society” .’

In a Western democratic society, market mechanisms theoretically form
the cornerstone of a socio-economic system capable of ensuring simul-
taneously individuals’ well-being, their freedom of choice and their inclu-
sion in an equilibrium* of relations. The labour market, with its necessary
flexibility, forms part of this system.®

It is acknowledged today that theoretical constructions based on a
rational approach are not necessarily relevant as a means of explaining

1. European Commission, SEC(2003)25, Luxembourg.
2. World Commission on Environment and Development, Our Common Future, 1987.

3. Council of Europe, Trends in Social Cohesion, No. 12, Council of Europe Publishing,
2004, pp. 49-68.

4. Since Francois Quesnay and Adam Smith in the eighteenth century, the concept of
equilibrium has consistently fascinated economists.

5. A dictatorship feels no need for a flexible labour market, which instead is organised in
a rigid, authoritarian fashion.




and guiding the reality of socio-economic life. Not only do these theories
usually only offer partial explanations, skewed by unverified (or partly
verified) assumptions and restrictive conditions: in some cases, they can
also be dangerous.® The issues of the moral responsibility of the various
players and the inequality, if not corruption, of their power have largely
been banished from mainstream economic thinking. However, the wish
to ignore them has not made them disappear: on the contrary, they are
resurfacing in a climate of social tension and crisis of legitimacy, which
explain the search for new paradigms.

The actual operation of certain economic mechanisms is also being chal-
lenged, a development which applies particularly to the labour market.
For instance, is it possible to define a level of flexibility that is appropri-
ate for declared objectives? Are there effective means of adjusting the
desired degree of flexibility? What are the advantages and disadvantages
of an undesirable actual degree of flexibility? Who benefits from such a
degree of flexibility? Are there remedial measures for non-optimal situa-
tions? A situation of the latter kind (with corresponding wastage of
resources because of unexploited potential) clearly does exist in the EU.

b. An unsatisfactory picture

By the end of 2004, assessment of the Lisbon political rhetoric (by the
European Commission, in high-level expert reports such as the 2003
Sapir report and in other, more specific reports) showed, in general, that
European achievements are still very modest compared with the ultimate
goal:

e economic growth remains weak compared with the United States
and Asian countries;

e unemployment and insecure employment remain at high levels and
are causing disquiet and fears about the future;

e growth in per capita GDP is lower, on average, in the EU than in the
United States and certain Asian countries;

e the distribution of wealth is becoming more and more unequal,

undermining the goal of social cohesion and reducing the social
divide;

6. Klimoski, R., “There is nothing as dangerous as a bad theory”, Academy of Management,
Learning and Education, Vol. 4, No. 1, March 2005, p. 74; Goshal, S., “Bad management
theories are destroying good management practices”, ibid., pp. 75-91.




e industrial and public investment are weak;

e scientific, technological and organisational research remain inade-
guate against a background of global change demanding great com-
petitiveness and rapid growth in knowledge;

e economic and financial forces are dominating society, and the markets
have little regard for Europe’s fundamental democratic and humanist
values or for “human capital”, which is having to become increasingly
mobile, if it is not actually discarded by “value migration” (such as
company relocation and outsourcing).

In short, the European model of a “social” market economy, whether in
German, Scandinavian, French or other forms, is under attack — and is
even at risk of disappearing — because of the application of neo-liberal
policies which are presented as the approach that must prevail, a kind of
essential best practice. Various clear socio-economic indicators do, how-
ever, show that there is a need to question the operational value of such
best practice.

In the face of globalisation, Europe is pursuing a political project that is
still very shaky; it is attempting to move forward by conforming to refer-
ence practices. Yet local resistance is becoming increasingly widespread,
if also tinged with resignation and fatalism. Europe lacks drive, vision and
optimism, even though the value of its accumulated tangible and intan-
gible assets means that it probably has every reason to remain confident.
However, justifying this confidence demands a consistent and proactive
project based on multidisciplinary analysis and actions, in which eco-
nomic sociology, economic analysis, politics, science, technology and cul-
ture all have a central role.

With regard to the labour market and its degree of flexibility, we will
focus first on the behaviour of private-sector firms as major providers of
employment.” Against the background of open markets underpinned by
globalisation, they face serious constraints if they are to remain compet-
itive.

7. Employment by public institutions (governments, regions, local authorities and inter-
national organisations) will not be dealt with here. Many of the posts in question are filled
by competitive examination, by procedures distinct from the market system, and involve
specific statuses as opposed to contracts.




2. Management of business competitiveness as a factor in
labour market flexibility

It is generally recognised that ongoing globalisation, with its rapidly
changing multiple interdependence, has placed greater demands on
enterprises to stay competitive. These economic demands are regarded
as over-riding and are used to justify the strategic decisions and opera-
tional choices of enterprises that wish to be successful, however unpop-
ular or cruel the decisions may be.

It is therefore necessary to look a little more closely at these approaches
to competitiveness before considering their impact on the labour market
and, more particularly, on the flexibility constraint.

a. Approaches to competitiveness as an employment variable®

The issue of competitiveness is not new; it has merely taken on greater
significance over the last 20 years because of the structural changes in
markets brought about by globalisation. A straightforward, convention-
al definition of competitiveness is the ability to withstand competition in
the long term.

This definition highlights the relative and contingent nature of competi-
tiveness, given the conditions under which competition develops. The
time reference (“withstand in the long term”) also indicates that com-
petitiveness must be assessed not only “here and now"” but also “tomorrow
and elsewhere” and cannot therefore be taken for granted. Enterprises
are faced with a constant need to adapt to change and therefore quite
naturally seek to draw on resources, whether material, financial or human,
that are also constantly changing and flexible.

Enterprises also regard flexibility as a means to respond to unexpected
and unpredictable events. Yet the complexity of actual trends (which is
obvious in our closely interconnected world) makes the prediction of
socio-economic developments almost impossible: only probabilities can
be determined and the developments are subject to 'bifurcations’ and
self-organisation reactions® that do not necessarily follow logical patterns.

8. See Perez, R. and Brabet, J. (2004), Management de la compétitivité et emploi, L' Harmattan,
Paris, pp. 13-20.

9. See Prigogine, I., Nobel prize laureate (2002), “Is the future a given?”, in Ricciardelli,
M. and Urban, S., Globalization and Multicultural Societies, Some Views from Europe,
University of Notre Dame Press, Notre Dame, IN, pp. 9-18.




The more pronounced globalisation becomes and the faster it progress-
es (which is what we are now seeing), the more meaningless predictions
become and the greater is the temptation for the various players to turn
to flexibility. Moreover, projections and attempts to plan ahead become
impossible in a laissez-faire environment, where controls on market forces
are largely rejected.

In the recent industrial era, enterprises have employed various strategies
to achieve competitiveness. Without analysing these different types of
strategy here, we should note some key trends that must be taken into
account if we wish to understand the issues of labour market flexibility.

The best-known strategy models — those of the Boston Consulting Group
(BCG), extended by those of Michael Porter’® — emerged in the United
States in the late 1960s. They emphasise the component elements of
market structures (costs, price, product ranges, life-cycles and so on) to
which enterprises must respond appropriately in R&D (research and
development), production and marketing terms in order to position
themselves most effectively in relation to their competitors. The relevant
strategic choices are essentially left to managers; good managers being
those who are able properly to assess the constraints and opportunities
of the business environment, to take the necessary decisions, and to plan
and implement their strategies rationally. With this type of model, man-
agers’ vision was the crucial factor in business performance; at the time,
labour market flexibility was scarcely mentioned in managerial literature
as a key to success. However, from the mid-1980s the image of man-
agers as the sole commanders on board gradually began to wane.

More recently, there have been major developments, essentially in aca-
demic circles, in thinking about business strategy and analysis, with the
rediscovery of leading European writers such as Joseph Schumpeter,
Edith Penrose and Francois Perroux. This renewal has been reflected in
the basic assertion that the competitiveness of a firm depends less on its
“position” at a given time in the market environment in which it oper-
ates, but is determined, more fundamentally, by the resources at its dis-
posal for further development, in particular the key resources that give it

10. BCG, Perspectives on Corporate Strategy, 1968; Les mécanismes fondamentaux de la
compétitivité, Etude réalisée a la demande du Commissariat général au Plan pour la
préparation du VIl Plan, 1980, Editions Hommes et Technigues; Porter, M.E., Competitive
Advantage : Creating and sustaining superior performance, 1985, The Free Press; Competition
in Global Industries, 1986, Harvard Business School Press; The Competitive Advantage of
Nations, 1990, Macmillan.




a lasting and distinctive advantage (resource-based approach). This approach
is essentially based on the firm’s stock of resources: financial, intellectual,
human and commercial.

This thinking was taken a stage further with the competence-based
approach, which involves not only the idea of a specific stock of
resources at a firm’s disposal but also of the dynamics of those resources.
In particular, growth in a firm’s resources depends on the learning capac-
ity it is able to develop (at individual level, through continual training, or
collectively) or to acquire (by a well-implemented mergers and acquisi-
tions policy, for instance) and on its creativity, as shown by its techno-
logical or organisational innovation, for instance."

It is important to note that these new ideas from management science
mean giving up a determinist approach to competitiveness, whether
based on market positions or specific resources, and moving towards a
more humanised and more political view of competitiveness. It is knowl-
edge and skills (formal or informal, hidden away in individuals' brains)
that join with resources to create abilities or capacities, which in turn
generate competences that can be used advisedly — if the organisation
concerned is properly run by a team of leaders and managers or, indeed,
imaginative artists. A firm’s competitiveness therefore develops just as
much in-house as out on the anonymous markets — if not more so. In
terms of ensuring enterprises’ performance, we are witnessing the emer-
gence — alongside managers who remain key but not exclusive figures —
of other players whose value is determined by criteria broader than just
their professional specialisation.™ It is therefore the various stakeholders
who are the important elements in any capitalist system that wishes to
be efficient — in terms of the management of limited existing resources
(with alternative uses according to Paul A. Samuelson) and of the cre-
ation of new resources likely to contribute to human well-being.

However, up to now, even the dominant version of contemporary capi-
talism is not yet able to reduce the power of shareholders; in fact they
have led to what is called the “financialisation” of business strategies.

11. Summaries of this approach, on which many publications exist, may be found, for
instance, in Tarondeau, J., Le management des savoirs, PUF, in the Que Sais-Je ? Series,
Paris, 1998, and in Dierkes, M., Berthoin Antal, A., Child, J. and Nonaka, I. (eds), Handbook
of Organisational Learning and Knowledge, Oxford University Press, 2001.

12. Specialists are sometimes humorously defined as individuals who know more and
more about less and less, and nothing at all about the whole.




The financialisation of economies has grown with the acceleration on
the global level in the movement of capital, which has been facilitated
(since the end of the 1980s) by the expansion of new information and
communication technologies, the fall of the Berlin Wall and the tremen-
dous growth in what are commonly known as petrodollars, narcodollars
or dirty money. The vast sums involved, which are subject to few con-
trols, travel around the world in nanoseconds, via the financial markets
or other, more discreet channels. They have significantly altered the sav-
ings and investment behaviour of market players: the funds concerned
can now be transferred without technical difficulties, and with clear fis-
cal advantages, to wherever the highest returns are available at a given
time. While these masses of speculative funds no longer bear any rela-
tion to enterprises’ financial needs or the volumes of goods and services
traded on national and international markets, the returns they generate
interfere with the profitability of the system of production. Today, finan-
cial investors demand returns on capital about five times the level of
growth projections (15 and 3 per cent respectively). This means that
managers are no longer free to allocate profits to areas that are vital for
growing their enterprises (R&D, capital or intangible investment) or to
wage increases (to maintain the loyalty of their staff and retain their
acquired skills); instead, they have to focus on their core activity (drop-
ping any activities deemed secondary) so that cash is available for share-
holders (free cash-flow). The outcome is the domination of shareholder
value, as advocated by finance theorists and implemented by the practi-
tioners of the creation of “value” in the purely financial sense of the
term. In this context, according to the financial agency theory, share-
holders are seen as “principals” and managers are merely their “agents.”
This situation is economically and socially untenable in the long term.

The concept of enterprises as “investment portfolios” rather than human
organisations or “citizens” of given regions (with a responsibility to devel-
op employment there and pay taxes there to help meet collective needs)
obviously does not enjoy unanimous support. It has triggered grassroots
protests and led to discussion of new approaches such as the principle
of corporate social responsibility, the requirement for ethical conduct
and the concept of humanist “cosmopolitical enterprises” (see below
4.c.), which all imply new methods of regulation or governance.®

13. Blair offers the following definition: the legal, cultural and institutional arrangements
that determine what listed companies can do, who controls them, how that control is
exercised, how risks and profits are shared out, in Blair, M. (1995), Ownership and Control :
Rethinking Corporate Governance for the Twenty-first Century, Brooking Institute Press,
Washington DC, p. 10.




b. Impact of the management of corporate competitiveness on the labour
market

It has just been shown that historical and socio-political references have
to be taken into account if we wish to understand the problems of the
operation of the labour market. In addition, on a company level, each
type of strategy adopted involves a different relationship with the labour
market.

Under the conventional market model, employees and their working
conditions (more or less flexible) are primarily at the service of produc-
tivity (i.e. output related to input factors). If the competitiveness of a
firm, as measured by the position of its strategic business units in rela-
tion to competitors, is to be improved, it requires greater productivity
within the production/marketing units concerned. Hence the efforts by
managers at various levels to increase apparent labour productivity,
either by increasing output without altering staff levels or by reducing
the staff employed by taking advantage of market flexibility, institution-
alised insecurity or outsourcing of certain tasks.

Under the financial model of maximisation of profitability (i.e. return on
investment), enterprises focus on expenditure reduction (especially cut-
ting down of labour costs). These are a sensitive variable, especially in
labour-intensive industries (from the second industrial generation). By
greatly facilitating exchanges and price comparisons, globalisation has
revealed divides that are all the more significant and discriminatory since
the newly industrialising countries have traditions of remuneration and
labour protection, not to mention respect for certain values of human
dignity or for children’s rights, that bear no relationship to those in
Europe, where social rights have been won through almost two cen-
turies of hard struggle.

The organisational model, under which men and women are recognised
as resources with a competence potential, brings a paradigm shift.
Human resources cease to be regarded as mere costs that have to be
minimised — with no consideration for the value of labour — and become
instead a fundamental investment. Labour therefore stops being an
interchangeable or, indeed, disposable element and becomes an essen-
tial component or resource that is crucial to achieving competitiveness
based on ability to adapt to changing markets for goods and services or
innovations leading to new activities. Human capital is therefore central
to competitiveness strategies; it has to be retained, developed and built




on, with companies recognising its vital role — something which small
and medium-sized enterprises seem to have understood long before
major multinational corporations, which have no qualms about pursuing
policies based on capital migration and value destruction. It is to be
hoped that, in future, these multinational corporations will realise that a
policy of discarding human resources as and when they like is not in their
own best interest and that financial markets will stop rewarding listed
companies with increases in their share price when they lay off large
numbers of staff.

The corporate social responsibility model gradually seems to be gaining
ground and taking hold in enlightened circles. Enterprises are required to
take account of external factors that do not merely involve externalities
from which they profit. Stakeholders of all kinds are taken into consid-
eration, with employees being crucial here as participants in the business
project. What remains to be established, however, is how to transform
this “crucial” role in business development into an “undisputed” one.
Developments in the German co-management system (Mitbestimmung)
suggest that the path to real participation in decision-making remains
tortuous. There is talk of a “new social contract”," demonstrating, at
the very least, a decline in certain traditional labour organisations and
social relations.

Practices known in America as “high-performance work organisation”
are innovative in this respect: they consist in boosting team work with
facilitators, enriching and expanding individual tasks, setting up special
groups for resolving problems between different levels in company hier-
archies and project management groups involving suppliers, contractors,
subcontractors and clients, as well as simultaneous engineering and
other such practices.

In more specific terms, market flexibility mainly, but not exclusively, concerns
routine workers (according to Robert Reich) and workers in insecure
employment in the secondary and tertiary sectors. In a globalised econ-
omy, top managers and high-potential experts, who are usually well inte-
grated in social and professional networks, also become very mobile in
flexible markets, but their level of remuneration, stock options and the
“golden handshakes” they manage to negotiate, combined with wide-
ranging knowledge networks, make it considerably easier for them to
change employment. The labour market is therefore multi-faceted.

14. Capelli, P. (ed.) (1999), Employment Practices and Business Strategies, Oxford University
Press, New York.




Finally, it should be added that there is also an internal labour market
within major groups. In multinational corporations — constantly being
reshaped by sales of business units, mergers and acquisitions, strategic
alliances and various partnerships — the relationships between head-
quarters and subsidiaries or partners change rapidly, creating new types
of competition between the local units of major groups. Production sites
often find themselves competing with group headquarters for produc-
tion contracts. Depending on the contracts negotiated, activities may be
transferred across national boundaries. Some of the workforce at a given
site are therefore required to move with the activities, while others have
to take up new posts inside or outside the group. Imposed flexibility is
therefore affecting more and more categories of employees. Today’s
complex, interdependent economy is driving companies to adopt new
types of competitive, co-operative or interlinked practices: there is ongo-
ing enthusiasm for networked management. The growth of enterprises
in transnational networks is playing a part in making the labour market
more heterogeneous and segmented. It is labour markets in the plural
that have to be analysed, and over-hasty generalisations are bound to
prove incorrect.

3. Labour market flexibility : one variable in the performance
of socio-economic systems

The multi-dimensional nature of the world we live in means that the
above statement is self-evident. Regardless of the relative significance of
different socio-economic variables or the importance of links between
the labour market and other markets (supply of resources, sale of goods
and services), some degree of flexibility is essential. Nevertheless, labour
market flexibility is only one requirement for the overall performance of
the system; it is not an end in itself. The markets cannot just impose their
laws on society; it needs an agora or public debate.”™ “Democracy involves
the participation of all citizens in debate, with a view to governing. For
its part, capitalism is only an economic system descended from the his-
tory of trade. Its fundamental proposition is the conclusion of transac-
tions between different parties. In The Wealth of Nations, Adam Smith
tried to show that these bilateral commercial transactions conducted by

15. See Amartya Sen, Nobel Prize for Economics winner, Le politique a toujours précédé
I"économie, interview in the French magazine Enjeux, January 2005, pp. 80-83.




individuals in the pursuit of their own self-interest could, under certain
circumstances, contribute to the common good. However, that is not an
integral part of capitalism.”'®

a. Flexibility is linked to changes in socio-economic and technical data
and is therefore unavoidable

In a world where everything is changing, social systems also have to change,
whether continuously, incrementally or discontinuously, and with varying
intensity. For the sake of peace in society, however, it is essential for these
changes ultimately to be “sustainable” in terms of human dignity or the
efficiency of the system, which implies some degree of social cohesion,
or relatively fair, equitable or, at least, generally accepted distribution of
effort and prosperity. The cost of adapting to change should be mutualised
or shared in some way, either through a system of social protection or
through incentives designed to enable the changes to be managed effec-
tively. On the face of it, it is not through a single factor (labour) regard-
ed as decisive and a single market that the social system can be properly
regulated. In any given system, all the influencing factors ought to be
taken into consideration. Nowadays, the concepts of overall competi-
tiveness or global productivity (in the sense that they encompass various
aspects) are often employed, as it is very difficult to calculate the produc-
tivity of a single factor such as labour, fixed capital or intangible assets in
a complex production process involving many variables linked by various
non-market externalities. Any accounting evaluations made here show only
half the picture at best. Partial productivity evaluations are only partially
reliable as a basis for socio-economic policies and projects for society.

More generally, flexibility — in the sense of ability to adapt and react to
the uncertain in a turbulent context needs to be defined and delimited
so as to make it a mode of operation that is acceptable to and accepted
by the individuals or organisations concerned. However, defining it rais-
es several tricky questions:

e Can there be a normative content in flexibility requirement? Is there
an economically optimal level or degree of flexibility valid for different
situations (sector, region and so on)?

e Must flexibility be applied to all markets (e.g. labour, capital), with
these being regarded as complementary?

16. Ibid., p. 82.




Flexibility can easily be achieved in capital markets, with regard to the
sums involved and the interest rates applied. The capital markets can
even be said to be efficient. The labour market is, by definition, less flex-
ible, as individuals tend to be rooted in particular regions, occupations,
organisations or groups. For employers, however, labour has the advan-
tage of being more easily divisible than immovable assets. Individuals can
be managed more flexibly, in accordance with requirements, whereas
productive capital tends to be fixed, with constant costs regardless of the
economic situation.

¢ Should flexibility also apply to enterprises as legal entities, becoming
“volatile” players and hence able to influence supply and demand on
the local labour market?

e How can a socially desirable degree of flexibility be defined?

To answer this question, we must be able to clarify the needs and expec-
tations of the various socio-economic players. What are the expectations
of those concerned: employers, employees and job-seekers, and the public
authorities (with social insurance contributions and resources depending
directly on the labour market)?

It would be wrong to believe that it is always the same people who seek
or reject flexibility. On the contrary, there are desirable and desired degrees
of flexibility, it also being understood that a distinction has to be made
between flexibility of the labour market (as a regulatory structure) and
flexibility of labour (as an activity).

The ways in which flexibility as a policy is implemented according to a
series of variables (sector of activity, gender, age, seasonality, and so on)
and, in more general terms, the way in which the labour market oper-
ates both need to be analysed closely and probably also adapted. In
some countries, for instance, the labour market is requlated according to
contradictory principles that combine individual choice with collective
bargaining, administrative arrangements and legislative constraints. The
result is a chaotic combination of different approaches that get mixed up
and cause deadlocks with a huge direct and indirect management cost.
This also applies at the European level. While comparisons between
countries may be interesting, any transpositions have to be treated with
caution, given the cultural roots of social behaviour.

However, what does seem generally true is that undesired labour market
flexibility can be very harmful. Insecurity leads to stress, fear, anxiety, absen-
teeism, lack of motivation, disorganisation and health problems that place
additional burdens on the social protection system.




b. Development in phases

Changes in social systems vary in intensity and may be politically “revo-
lutionary” (radical) or “reformist” (within the system concerned). At any
rate, transitions from one stage in development to the next are difficult;
they involve a social and economic cost that must be minimised as far as
possible and shared out equally, over a suitable period of time (“sustain-
able” in terms of the ability to adapt) and in accordance with legitimate
objectives.

These changes in social systems clearly do not take place in regular cycles,
but involve a succession of decisive phases. In Europe, there have been
phases in development where common or group interests have prevailed
and others where individual interests have had the upper hand. As we
have just seen, this alternation is linked to the business models of the
period, which sometimes give excessive precedence to individual finan-
cial interest and the principle of solvency, and sometimes generously
contribute to recognition of the principle of solidarity. It also depends on
the political philosophy of the political system in place, which sometimes
is geared to commercial interests and sometimes takes a more humanist
approach. In short, it is political choices that shape the organisation of
the social protection systems which contribute to social cohesion."

At any rate, and given the constant need for change, the social system
in place at any particular time produces undesirable side-effects to the
extent of ultimately triggering opposition of varying degrees of intensity.
At present, we are going through a fairly muddled phase of challenges
to the existing order, combined with feverish efforts to find alternatives
(such as alter-globalisation, growth in civil society organisations). Calls
for a new social paradigm and a new, more human social market economy
are becoming louder.’ Adjustments need to be made, taking account of
the actual situation, which is not satisfactory (see 1.2 above), and of the
ideas of social cohesion and, more generally, sustainable development, which
are acquiring increased credibility.

17. See Urban, S. (2005), “The European welfare state under pressure: between European
and global integration; some critical issues”, European Union Review, Vol. 10, No. 1,
pp. 7-42.

18. See Council of Europe, “Ethical, solidarity-based citizen involvement in the economy:
a prerequisite for social cohesion”, Trends in Social Cohesion, No. 12, Council of Europe
Publishing, December 2004.




c. Adjustments in the labour market are not enough

Fiscal policy, budgetary policy and monetary policy are regarded as the
fundamental pillars of a macro-economic policy geared towards the pub-
lic good; they determine the competitiveness of a whole range of play-
ers as expressed on the international markets (in an open global
environment) in various ways (such as price, profitability, values traded).
The effect of external factors means that the competitiveness of individ-
ual units (companies, for instance) is not determined by a purely individ-
ual strategy, but by a series of interactions. The labour market is
therefore only one of the places where the effectiveness of a more gen-
eral policy is reflected. As a result, adjustment to change and regulation
of the system of production must not be based too one-sidedly or exclu-
sively on labour market flexibility (the concept currently favoured).

It can also be said that the value of the euro in relation to the dollar
(which depends on foreign exchange markets and also on the policy of
the European Central Bank and the macro-economic policies of the
member countries, as well as the efficiency of business management) is
one of the key factors in employment and unemployment. Policies on
employment and the overall efficiency of the socio-economic system
should not therefore be excluded from the European Central Bank’s
scope of attention, as the current institutional framework would suggest.

Enlargement of the European Union offers an ideal opportunity for crit-
ical analysis of European policy and the goals of a newly defined area. At
present, Europe is attempting to do the splits between two types of
social models: solidarity that is accepted and implemented, on the one
hand, and freedom without too many constraints and with limited pro-
tection, on the other. It is a painful exercise. In both eastern and western
Europe, we are witnessing simultaneous dithering and tension, against a
background of violence and insecurity. The vision for the future is unclear
and is generating both apathy and fear.

It is therefore necessary to consider measures to remedy this situation.
For the purposes of adjustment, emphasis tends to be placed on labour
as a variable, but labour is not just a production factor that is acquired
in @ marketplace (a commodity), with a cost related to its commercial
productivity; it is also an asset: human capital has its own intrinsic value.
Management of this variable of labour or human capital is also of sub-
stantial cultural and social value, which must be taken into considera-
tion. The new members of the EU share a recent past, but also an earlier




history, that may help promote respect for values that complement those
prevailing in the West; in particular, it is possible that less importance
may be attached to shareholder value in the East than in western capi-
talist countries which did not experience changes in their economic sys-
tem. There could therefore be a move towards respect for all stakeholders
or a more dynamic expression of corporate social responsibility. The new
members’ human resources have skills, know-how and experience that
differ from those in the EU’s older members and which should be able to
find expression in the labour market in particular. However, that demands
the assertion of political will at European level.

According to G. Persson, Prime Minister of Sweden, N. Rasmussen, former
Prime Minister of Denmark, and J. Sécrates, Prime Minister of Portugal,
writing in Le Monde,* the Lisbon Strategy must be transformed into a
pact with workers, citizens and enterprises. Will their views be heard?
The inertia displayed by some member states in applying the strategy
casts a shadow over the image of Europe aiming to be the most com-
petitive economic area in the world. Although there is a long way from
wishful thinking to reality, it is probably still right to hammer home
existing proposals and attempt to add new ones in order to overcome
what may be described as a “crisis of modernity”.

4. Proposals for overcoming a crisis of modernity

According to Jean-Marie Domenach,?' “the West [Europe] has always been
driven by two combined forces: the desire to understand and the desire
to dominate”. The very wording of the Lisbon Strategy suggests that
Europe has changed; it has lost its intellectual and political supremacy,
but wants to regain it, or at the very least to believe in progress (rather
than the destructive clash of civilisations studied by Samuel Huntington).
But how?*

19. Le Monde, 22 March 2005, pp. 1 and 15.

20. Taking a fresh look at Michel Crozier's 1989 book, L’entreprise a I'écoute, Apprendre
le management post-industriel (InterEditions), gives food for thought: headings such as
“A managerial revolution is now essential”, “The need for new organisational princi-
ples”, "The temptation of meaningless debate”, “The resistance of human reality”, “A
growth-based strategy” and “A time for innovators” are just as topical today as they
were 15 years ago.

21. Domenach, J-M. (1986), Approches de la modernité, Ed. Ecole Polytechnique/Ellipses,
Paris.

22. This report will only cover a few aspects of a huge overall range of issues.




Three aspects will be looked at here: the players on the labour market, the
authorities, and political thinking as a reference framework for a political
project.

a. Overcoming the weakness of labour market players

The way the labour market operates at present underlines the weakness of
the two major categories of players involved: workers and enterprises.

Workers are experiencing difficulties in adapting to the demands of the
market, as discussed in other preparatory working documents for Forum
2005. As stressed in particular by Amartya Sen,* the unrestricted opera-
tion of market forces is leading to precedence being given to an approach
based on short-term commercial transactions and hence to unhesitating
acceptance of the insecurity and exclusion of workers and job-seekers.

Job-seekers are finding it harder and harder to enter the labour market,
as European unemployment statistics show. This situation is obviously
serious, since employment is at once a factor in social integration (creat-
ing social ties and solidarity), a source of income (contributing to con-
sumption and savings/investment flows at macro-economic level, and
giving independence and recognition to the individuals concerned) and
a factor in learning and hence a contributor to future competitiveness.

Alongside the various quantitative elements (the quantities/prices that
dominate operation of the markets), it is important to give greater
weight to qualitative variables, which are much more productive and
long-lasting, such as job quality, skills quality and, indeed, quality of life.
Reference may be made here to work by the Canadian Policy Research
Networks (CPRN), in particular a study published in December 2003,
which compared working environments in Canada, the United States
and 15 EU member countries, broken down into five categories of job
quality: reconciliation of work and private life; health and well-being;
skills development; stability and security of employment; and general
satisfaction with working conditions. The organisation of education and
training, attitudes towards respect for human resources and the integra-
tion of diverse talents are therefore crucial aspects of the efficiency of
the socio-economic system (and must accordingly be further developed).

23. See Stiglitz, J. (2004), Globalization and its Discontents, John Wiley & Sons, Chichester.

24. Sen, A. (2003), Un nouveau modeéle économique,; Développement, justice, liberté,
Odile Jacob, Paris.




Enterprises, as suppliers of employment and jobs of varying stability, are
also being weakened by the globalisation of world markets.? They are
faced with heightened competition resulting not only from market forces
but also from the effects of political influence, which are very strong in
certain sectors (such as aerospace, defence, telecommunications and infor-
mation).

Different environments interacting on the basis of a neo-liberal philoso-
phy also involve a new territorial factor, which may lead to the relocation
of business activities.

Lastly, the great speed of scientific progress and technological change
means that enterprises are constantly having to take account of them
and transform them into practical innovations, which often involves sub-
stantial investment and high industrial risks.

With regard to workers and enterprises, governments cannot slow down
a trend that is far-reaching, widespread and hence unavoidable. However,
they do have a key role in facilitating adjustment to change.

b. Public authorities as facilitators of adjustment to change

There are two sides to this role of facilitator: stimulating all factors that
help in adjusting to change on the one hand, and correcting or helping
to overcome damaging side-effects on the other.

In the case of workers, either in or seeking employment, the public author-
ities have an absolutely crucial role in providing good-quality training for
all members of society. This means equipping every citizen not only with
an essential knowledge base but also with the ability to observe, listen,
analyse, reason and discuss, while respecting the differing points of view
of other members of the society concerned or representatives of other
cultures. In this connection, Richard Klimoski®*® calls for a kind of “intel-
lectual pluralism”, which also includes a methodological approach.

Two-yearly studies of 15-year-olds (Program for International Student
Assessment, PISA) conducted in 40 countries by the OECD have revealed
the existence of great disparities in skills (in mathematics, reading, gen-
eral knowledge and the ability to formulate and solve problems). The

25. The emphasis here is on the fact that markets, strategic choices and business operations
are highly interconnected whereas “globalisation” mainly stresses the geographical
spreading of activities’ territory.

26. Klimoski, R., “There is nothing as dangerous as a bad theory”, Academy of Management,
Learning and Education, Vol. 4, No. 1, March 2005, p. 74.




countries with the best results (in 2003) were Hong Kong (China),
Finland, South Korea, the Netherlands, Liechtenstein, Japan and Canada,
with France ranking only 16th, Germany 19th, Spain 26th and Italy 31st.
Progress clearly has to be made in the European cultural model. If we
want to avoid wastage and under-use of human capital as a whole
(which is to be regarded as being exceptionally valuable), it is also nec-
essary to provide free, universal general and vocational training. National
education is essentially a public service and schools must not be equat-
ed with enterprises that transform inputs into marketable outputs so as
to maximise their profits. Human capital is not a mere commodity.

Quality training for all citizens enables the labour market to operate flex-
ibly, making it easier for people to enter the market, withdraw from it
temporarily and re-enter it within a reasonable timescale. If this flexible
operation were, however, to present particular difficulties for certain
workers (or people wishing to work), it should naturally be the public
authorities who have the task of bearing at least part of the cost of voca-
tional retraining or assistance for groups of people unable to cope suc-
cessfully with adjustment to excessively demanding change.

In the case of enterprises (trades, industrial firms and services), the
authorities should, in our view, focus their attention and action on two
areas: ensuring development and continued existence in the long term
of family-owned small and medium-sized enterprises (SMEs) on the one
hand, and fostering innovation on the other hand.

Enterprises tend to seek the most favourable locations for their opera-
tions, which is in itself entirely understandable. They determine such
favourable locations by analysing the state of the local infrastructure, the
services available, bureaucratic constraints, the fiscal regime, social insur-
ance contribution levels, the quality of the workforce, dynamics of
agglomeration economies and spatial specialisation (locations with con-
centrations of competing enterprises, local networks, proximity of driv-
ing-force enterprises, stimulating effects of research laboratories, and
ease of access and distribution etc.). These variables depend on political
decisions and co-operation practices between the various players.

Alongside the importance of human capital, we would stress the impor-
tance of entrepreneurial capital, in the sense of elements such as entrepre-
neurial spirit, the business culture of staff, the presence of a managerial
elite, the ability to take risks, the existence of local productive systems
(districts) and special links established by the relevant firms with net-
works of customers, suppliers, research centres and public bodies etc.




In Europe, the major part of the industrial and service sector is made up
of small and medium-sized family enterprises. If this productive capital is
subject to high levels of taxation through inheritance tax or wealth tax,
it will very quickly be broken up, disappear or be sold off to the highest
bidder (often from outside the EU). This results in countless billions of
euros leaving European governance every year, while thousands of jobs
are transferred to distant places. Certain highly ideological taxes, which
escape any sensible changes for lack of political courage and are often
actually also “bad taxes” in terms of the revenues they generate, there-
fore have a devastating impact on the labour market. At the same time,
it should be noted that studies conducted in various European countries
show that small and medium-sized enterprises have a much greater
sense of social responsibility than major corporations (reflected in greater
stability of employment in geographical terms and over time). They also
create the most jobs. However, they need recognition and support to
stimulate their entrepreneurial spirit.

In the second area where the public authorities should focus their atten-
tion, i.e. innovation and research, the political responsibilities are also
great, both at European level (assertion of the Lisbon Strategy) and at
subsidiary levels (national, regional and local). Support and assistance
need to be adjusted according to the risk incurred and the degree to
which the innovations are structural. The innovations to be fostered
should not only be technological; they also involve vocational skills and
organisation. “Employment will be found less and less in activities
already known and more in the creation of new occupations with uncer-
tain futures and dimensions. [...] In a '’knowledge-based economy’, the
intensification of competition through innovation is inevitable, while the
most useful skills still seem to be lacking. International competition and
growth therefore depend less on the free flow of existing skills and more
on the proper management of individual and collective learning vital to
innovation policies.”?

¢. A quiding thread

A guiding thread can be found by examining the development of the
macro- and micro-economic industrial models that have shaped history.?
The latter shows that all socio-economic development leads to organisa-
tional changes, or paradigm shifts. Socio-economic development is not

27. Hatchuel, A., “Compétences et innovation”, Le Monde, 18 January 2005, p. VIII.

28. Velo, D., "The European model of society and the European model of enterprise: the
cosmopolitical enterprise”, European Union Review, Vol. 9, No. 1, 2004, pp. 7-28.




a linear, continuous process. And analysis of flexibility also fits the con-
text of a turning point in history, now seeking a new type of humanism
underpinned by the concept of subsidiarity, which is regarded as the cen-
trepiece of a new order.

However, flexibility can also be seen as a practice deemed necessary to
ensure the survival of an existing order, in this case an unbridled market
economy, dominated by the imperialist will of the strongest.” This gives
rise to the idea of good and bad use of flexibility. Yet flexibility is neither
good nor bad in itself; everything depends on the use made of it and the
limits assigned to it.

If we wish to identify cycles that have shaped the dynamics of moderni-
ty, we should focus on three key phases:®

¢ the Enlightenment, which rejected the old order and was expressed
in the French revolution and its assertion of social progress in the
sense of liberty, equality and fraternity;

e the end of the nineteenth century, heralding the collapse of these
ideals of progress, rationality and liberalism in the growth of mass
movements and ideologies (nationalism, anti-Semitism, fascism,
communism), ultimately leading to two devastating world wars;

e the period from the 1960s onwards, marked by a decline in mass
ideologies and the triumph of private over public interests, accom-
panied by radical criticism of humanism.

This last phase is continuing: calls for a new humanism and societal change
are becoming ever louder, as we saw above. The pendulum of history
swings back and Europe is particularly well-placed to back this trend, given
the values it has defended (and sometimes abused!) for two millennia.

However, there are clearly difficulties in conceptualising this new phase
in history and organising the transition from one social order to another,
especially against a background of widespread globalisation (economic,
cultural, scientific and technical). In other words, the relevant changes
will not come about overnight following a simple pattern. Much clear
thinking and adaptability (flexibility?) will be needed to put human beings
back at the centre of a socio-economic system that is now commercialised
and financialised.

29. Stiglitz, J., 2003, Quand le capitalisme perd la téte, Fayard, Paris, p. 406.

30. Jean-Marie Domenach (1986), Approches de la modernité, Ed. Ecole Polytechnique/Ellipses,
Paris.




Enterprise has changed status from an intermediate body or one agent
among others, in a market system recognising the role of the state as an
arbiter and corrector of excesses, to that of protagonist in a system pri-
marily governed by markets with a minimum of state interference. In the
former case, firms perform a subsidiarity-type function under a liberal
model, while in the latter they may be defined as multinational firms*'
practising “radical” liberalism. In this case, they also seek a “radical” form
of flexibility in the system. Multinationals implement a philosophy based
on domination by their own interests and attempt to force the other
players in the socio-economic system to accept the idea that most aspects
of life in society (education, health, pension or welfare systems) must
also be managed according to the principles of business management.

This stage needs to be put behind us. “Cosmopolitical” enterprises would
represent the relevant change, recognising both the organisations’ sub-
sidiarity-type role and the need for their members to take part in public
life. That would be a new form of economic democracy. It would also be
an organisational framework that combined the international vocation
of business, citizen participation and the realisation of a new type of
humanism, placing human beings at the heart of the system (whether at
work and in society). Recognising the importance of their social respon-
sibility, such cosmopolitical enterprises could be the very cradle of
progress. Furthermore, such progress implies that labour should no longer
be seen as merely a commaodity, to be fully exploited by all possible means,
but as a human element of the greatest value.

This is not a utopian vision in a knowledge-based economy, which can-
not survive without workers’ participation in the creation and dissemi-
nation of knowledge. The authoritarian Taylorist/Fordist model gives way
to the participatory Toyota model. Participation is an essential factor in
mobilising energies and creativity. It also enables enterprises to strength-
en their long-term vision, rather than focusing on the demands of the
short term, as can happen with the excessive application of flexibility,
which may lead to the wastage of human resources.

As far back as the early nineteenth century, Ricardo showed that rent
involved “value” creation (nowadays one might think of shareholder
value) and not the creation of “wealth”, which requires work, ideas and
innovation. At the beginning of the twentieth century, Joseph Schumpeter,

31. Velo, D. (2004), La grande impresa federale europea, Per una teoria cosmopolitica
dell'impresa, Giuffre, Milan.




whose work has experienced an upsurge in interest in recent years,*
considered the idea of economic growth through innovation and empha-
sised the decisive role of entrepreneurs. Clearly, therefore, it is entrepre-
neurial capital (see above) that has to be increased, and that does not
just involve a few charismatic individuals. Most men and women are
capable of actively taking part in the creation of wealth in the form of
new resources (which can reduce poverty and improve the quality of
life), provided that they can act within a suitable system that stimulates
individual creative capacity, while also ensuring the bonds of solidarity in
society.

In other words, it can be said that one of the problems to be resolved
today is how to reconcile flexibility (which can lead to exclusion) and
participation (which is inclusive by nature). Participation involves socio-
political issues, while flexibility involves markets. The balance between
the two should be defined in a democratic co-operative process, respect-
ing the vital requirements both of business and of a society geared
towards social cohesion.

32. Y. Shionoya and M. Perlmann (eds), Schumpeter in the History of Ideas (1994), University
of Michigan Press, Ann Arbor, M.







Il - From flexibility to social cohesion through finance

by Pierre Salama’

Introduction

The early twenty-first century differs radically from the post-war era,
from 1945 to the early 1980s. Growth rates are lower in most European
countries, wages are generally rising less steadily than national revenue,
there is greater labour flexibility and, with a few exceptions, unemploy-
ment has levelled out on a high plateau. Financial globalisation has
advanced further than its commercial counterpart, and above all is hav-
ing more immediate effects. The financial markets are imposing heavy
constraints on entrepreneurs to achieve high levels of appreciation, and
this has serious impacts on people’s working and living conditions, and
ultimately on social cohesion generally.

This chapter is geared both to mapping out the development of work
flexibility and to an attempt to explain this phenomenon, transcending
any mere analysis of the labour and employment markets. The new
dominant forms in the workplace are in fact the result of several tech-
nological, social and financial constraints.

1. A look at the labour and employment markets

a. Revisiting some definitions

The meaning of the term “flexibility” differs from author to author. The
OECD draws a distinction between “numerical flexibility” and “functional
flexibility”. The former concerns all quantitative forms of flexibility, whether
inside or outside the enterprise, looking principally at wages and jobs.
The latter is more qualitative in nature and relates to labour adaptability.
These types of flexibility are obviously inter-related, but they must
nonetheless be differentiated. For instance, enterprises that lay greater
emphasis on the long than on the short term will prioritise development

1. Pierre Salama is an economist, university professor, member of the CEPN-CNRS, scientific
director of the Tiers Monde (Third World) periodical (http:/perso.wanadoo.fr/pierre.
salama/).




of their workforce and of the primary market,? that is to say the “in-house
market”, which leads them to seek functional flexibility in their workforce.?

Rejecting such a classification, F. Michon (1987) prefers to contrast capital
flexibility, which means adapting individual occupational tasks, with labour
flexibility. The former covers both qualitative or functional flexibility and
such practices as leasing, subsidiarisation, and what has been called
“tertiarisation” or outsourcing, that is to say consolidating and selling off
certain activities. The latter concerns wage flexibility, labour casualisation,
increased leeway for employers to make workers redundant, and working
hours calculated on a monthly, or indeed a yearly basis.

One case concerns quantitative flexibility... The other concerns qualitative flexibil-
ity in response to changing customer tastes and preferences, the transfer of
demand for one type of product to another. These two types of flexibility require
different basic resources: temporary jobs