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EXECUTIVE SUMMARY

The French public service has undergone importaanges in recent decades, but it was only
in 2007, with the election of president Sarkozwtttihe government decided to introduce far-
reaching ‘new public management’ reforms, as wellta reduce the number of staff
employed in central government administration. Biffecial objective was not to retrench
public services activity but instead to increasepitoductivity and quality — the slogan at the
time was ‘doing better with less’. Neverthelesdsourcing of support activities to the private
sector was strongly encouraged and significant @g@amg of jobs in central government
public administration inducede factowithdrawal of some public service activities, altigh
some of these activities have subsequently beeantak by public authorities at the local
level. The economic crisis that began in 2008 leasfarced the budgetary constraints and
therefore increased the pressures on governmemgement quantitative adjustments in
terms of employment and pay in an effort to cutlipudpending. However, the impact of the
crisis on structural reforms has been more ambiguou

This report has two overall objectives:

1. It focuses on the impact of recent changes in th®igpservice pay system and
in the externalization of public service activity;

2. It analyses the impacts of public sector reformeugh case studies of two
large municipalities.

Special status of civil servants

The share of workers employed in the ‘servicesulflip interest’largo sensuwhich include
general public administration (covering securitgfeshse, justice...), education, health and
social services — is not higher in France thantireiolarge European countries, such as the
United Kingdom and Germany, and tends to be lohan the Nordic countries. What is more
specific to France is the way public services amviped. Most employees (i.e. about 85%)
responsible for the delivery of public services argl servants and benefit from a very
specific employment status, namely teatut de la Fonction PubliqueThis special
employment status was introduced to guaranteenttependence of public employees from
both political power and the market. Beyond theehucratic organizational rules that
regulate recruitment, career paths and pay progresshis special employment ‘status’
usually correlates with a very strong and spegitiblic service ethos.

Public sector pay reforms during the crisis

Even if the French public service has undergoneoimapt changes in recent years, there has
been no general trend so far towards cuts in pagel programmes of downsizing or
externalisation through procurement.

Concerning pay, the ‘across-the-board’ wage pol@ged on a process of fixing the value of
the ‘index point’ of the Wage Grid of tHeonction Publiquehas tended to play a lesser role.
However, the trend had already started in the éB®B0s and therefore is not new. Public
sector pay policy today tends to target specifiegaries of employee - according to their



bargaining power and the ease of recruitment atehtien of specific occupations (such as,
for example, nurses or school teachers) - and seéekbetter remunerate individual
competencies and performance.

An important structural reform in recent years bagn the attempted introduction of the
‘Function and Performance Based Premiutrihe the Fonction et de Résultat - PFR
which represents another potential step towards itlggvidualisation of wage fixing.
Nevertheless, three years after it was introdudieel,implementation of the PFR remains
limited mainly to top managers. Overall, for mosibjic service employees the basic
principles of the pay system have remained unclthnge

Beyond the apparent stability of the global pay str ucture, important changes in
terms of wage differentials within and between occu pational groups

Key features of stability of public services pamustures include:

e sustained use of automatic wage increases (foosgni promotions) as well as
specific compensating measures adopted duringattefive years mean that those
employees who have been in continuous employmetfoaienefited from career
advancement have not experienced a decline ireegnings;

* global inequalities (as measured by the interdeail®, for example) have remained
stable (or even slightly decreased); and

» the share of low-wage workers in the public sewi®ector has declined.

Nevertheless, the decrease in the purchasing pofitee ‘index point’ of the Wage Grid, in
addition to the linking of the base minimum wage flee public services to the statutory
national minimum wage (SMIC), has had several irtggdrconsequences in terms of wage
differentials within and across occupations, sorh¢hem unintended, in particular at local
level. At the low pay level, it has induced a coegsion of wages among employees of
different lengths of tenure (that is, a flattenofgthe age-earnings profile). At the same time,
however, the starting wage of many skilled occupetiin public services has decreased
notably in real terms, reducing the gap with tretstg wage of people entering low skilled
occupations. A further consequence of these chaigescreasing inequalities between
cohorts; in many intermediate or high skilled ocatigns in the public services a new entrant
in 2010 earned around 10% less in real terms thmerson entering in 2000 ten years before.

» Evidence from local government

Data from case studies of two large municipalifiesthe north and south of France)
suggest these unintended consequences (invisibdenahicro level) contribute to a
devaluing of the public service sector and raisei@s for both employee motivation
(at all levels of pay, but especially among the lpaid) and the attractiveness of
public service jobs (especially for high skilledcapations). The following issues
were identified:

o Since more than 75% of their workforces are in kkilled occupations,
wage policy in the two municipalities was in pautar targeted at low paid
employees;



0 Wage policies sought to compensate (at least pgytidor the
consequences of the flattening of age-earningsil@sofnd the limited
possibilities of promotion in several ways incluglifast track advancement
for all employees, high levels of bonuses and puemsi and new fringes
benefits; and

o The case-study data suggest these sorts of wamggepdiad a cost, which
may have generated an additional incentive forymeroent in some cases.

Procurement trends? The special case of ‘internal e  xternalisation’

There is no evidence of an increasing trend towardee procurement of public services in
France. Instead, the French specificity concernatwhe report refers to as ‘internal
externalisation’, which refers to management effoot increase flexibility by circumventing
the rules of the public service system while renmgnwithin the perimeter of ‘public

service’, or at the very least at its margins. Twaoactices characterise ‘internal
externalisation’:

1. to recruit non civil servant employees. Indeed rtmeimber has increased in recent
years, despite unions’ strong opposition. A law vea®pted in 2012 that should
reduce the number of fixed-term contracts, and ntamporary workers should get
access to permanent contracts, but not necesgaglyil servant status;

2. to grant more autonomy to public entities, whicle an the one hand subject to
budgetary pressures, but on the other may bemefit flerogatory rules such as the
ability to recruit non civil servants.

» Evidence from local government

The absence of a general increasing trend towardlsugement at global level is
confirmed in our two case studies:

o In one municipality, procurement of services rermaivery limited
(reflecting in part political reasons), even if thehas been some
externalisation at the margin in recent years fathlreasons of costs and
guality of the service provided;

o At the other municipality, it is more widespread,t there is some
tendency to ‘reinternalise’ some services, and,ralethe approach is
quite pragmatic.

The two cases were also interesting to show tlekthployment and pay conditions
of employees were not systematically worse in ttieape sector subcontractors; pay
even tended to be higher in some activities suclasr provision. The explanation
lies partly in the relatively strong protective esl regulating procurement and the
transfer of employees. It also reflects a politicahcern since the issue of terms and
conditions of employment was taken into accounttly local authorities when
choosing the providers.

Regarding the practice of ‘internal externalisatidmcal authorities, and in particular
municipalities, can create several types of serblipusemi-private) joint venture



entities under their control that employ non cisdrvants and therefore exercise a
large degree of autonomy in fixing pay and othepleyment conditions. Even in the
case of reinternalisation, one of the two caseystudnicipalities preferred to use
such entities — a sort of ‘external (re-) intersation’.

Lessons for policy and practice

Changes in the wage policy have to date had notimegapact on global wage inequalities
in the public service sector. But induced conseqegrfor wage differentials within and

between occupational groups may cause increasinglgmns for employee motivation

(especially at low skill levels) and the attractiess of jobs (in particular at high skill levels).
The ongoing structural reforms concerning the ohiiion of a performance-based pay
premium is opposed by many unions and public sectgloyees.

Rather than massive downsizing and/or externabisathrough procurement, the strategy
adopted so far in France has consisted insteadhatt wis report refers to as ‘internal
externalisation’ — in particular, by increasing timember of non-civil servant public

employees. This may lead to increasing dualisatiadghe forthcoming years.

Overall, ongoing changes within the public servicksllenge the traditional model of the
FrenchFonction Publiquewhich is based on a specific conception of winaistitutespublic
serviceand how it should be delivered.



Introduction

The share of “services of public interest” — thater general public administration (including
security, defense, justice, etc.), education, thesid social services — is not higher in France
than in other big European countries, such asUthieed Kingdom and Germany, and tends to
be lower than in Nordic European countries (Audied Bacache-Beauvallet 2007). What is
more specific to France is the way these servicepm@vided: they are mainly public services
in which most of the employees are civil servarttgnefiting from a very specific
employment statussfatut de la Fonction Publiq)iethat has been introduced to guarantee the
independence of public employees from both politmawer and the market. Beyond the
rules regulating recruitments, careers and pag, ‘status” is also usually correlated with a
very strong and specific ethos.

France’s Public Service (see the precise defintised here below) has undergone important
changes in the recent decades, but it was onl@@7 2with the election of President Sarkozy,
that the political powers decided to introduce punid “new public management” reforms.
Private consulting firms played a crucial role lie tonception and the implementation of the
so-called “general review of public policieRévision Générale des Politiques Publiqoes
RGPP) put in place that year in Central governnashinistrations: “rationalisation” and
“modernisation” being two key concepts. Even ifi@#lly the objective was not the
retrenchment of public service activity but theragase in its productivity and quality (“doing
better with less” being the government’s slogarjtsourcing of support activities was
strongly encouraged, and significant job cuts irblijgpuadministration inducedle facto
withdrawals of some public service activities (G@&uR012). The crisis that started in 2008
has reinforced the budgetary constraints, and fihieréncreased the incentives to implement
quantitative adjustments in terms of employment gengl in order to cut public spending. But
its impact on structural reforms has been more goduis.

This report focuses specifically on the impactha tecent changes in the public service pay
system and on the externalization of public seraictvities. In Part 1, we provide a general
overview. Even if the basic principles of the pavé so far not been destabilized by the
recent reforms, changes in wage policy have induogzbrtant consequences in terms of
wage profiles and wage differentials among pubhpyees. While at the aggregate level
there is no obvious evidence of an increasing tiangublic procurement, closer inspection
reveals a trend of what this report refers to asetnal externalization” within the perimeter
of the public services. In Part 2, we illustratesd phenomena by analyzing two local level
case studies of large municipalities.



Part One: The outlook for pay reforms and procureme nt practices
and their consequences

Figure 1 provides an overall picture of the Fremulblic Sector, introducing a distinction
between the public sector in the broad sense, paldiministration and public service (in the
strict sense). The latter, th&nction Publique(PS for Public Service), on which we will
mainly focus in what follows, covers central govesnt administrationsQPS, for Central
Public Service), sub-central government administngt LPS, for Local Public Service) and
the public health sector, mainly public hospitdi#§, for Health Public Service). At the end
of 2009, the number of employees in the three brasm®f the public service amounted to
about 5.41 million (in other words, about 21% dat@mployment in France).

In Section 1, we set out the main features of taditional Public Service employment and
pay system in France, before presenting, in Se@jahe important changes and reforms it
has undergone during the past twenty years.

1. An overview of France’s Public Service employmen t and pay
system

1.1. The basic features of the civil servant status

Most public employees in the French Public Serite Fonction Publiquei.e. Public
Service,PSin what follows) are civil servants (about 84%2009). This means they benefit
from a specific employment status (tkeatut de la Fonction Publigyiewhich is quite
different from the rules governing private employrmim France, and which differs also from
the terms and conditions of employment in many o@ECD countries’ public sectors: but it
is close, in many aspects, to tige'amté civil servant status in Germany.

Civil servants are recruited through the selecty@cedures of national competitive
examinationsdoncour$,! and join acorpswhich corresponds to an occupation (or a group of
occupations) or a technical skill, at the loweseleor grade —see also Box 1. They do not
have any labour contract with their employer (ite public authority), and therefore are not
covered by the Labour Cod€dde du Trava)l which regulates the terms and conditions of
employees in the private sector. The French PB8#ivice employment system is clearly a
career-based(as opposed tgosition-basel system. This has several implications. Civil
servants benefit from a very high degree of joldguioon — which is in fact a protection from
both politics and the market. People can complb@r tentire careers within the Public
Service, unless found guilty of important misbebavj and the concept of “career” is a
cornerstone of the traditional employment systentivll servant’'s base wage depends only
on his/hercorps andgrade and not on the position held. This means thahef employee
moves to another job, his/her base wage remainsamged, while the length of tenure plays
a crucial role in wage progression.

! Competitive examinations at regional level in thse oLPS, see Part 2 below.
2 Wages are not supposed to pay for an output perfarmance within a contractual exchange. Thistig, in
terms of terminology, there used to be specificdsao designate the civil servant remuneratidraitement,



Figure 1. The public sector, public administratiand public service in France, at the end of
2009’

Public sector (1)
(7.02 million employees — 26.9% of total employn)ent

A\ 4 A 4

State-owned companies Public administration (2)
(790,000 employees — 3.0% of (6.23 million employees — 24.0% of total employnent
total employment)

A 4

Public administration entities with employees undeiprivate labour
law
(for example, Social Security Funds, publicly fudd®n-profit private
hospitals; publicly funded non-profit organisatiohs
(820.000 emplovee- 3.2% of total emplovmer

\ 4

Public Service (Fonction Publiqué) = PS (3)
(5.41 million employees — 21.8% of total employn)ent

45% 34% 21%
4 A A

Central Government Public
Service(‘Fonction Publique
d’Etat’) = CP9

Central government
administration (i.e. ministries)
+ national public administrative
establishments under public
labour law (except public

Sub-Central Government (i.e.
Local) Public Service
(‘Fonction Publique
Territoriale’) = LPS)

Sub-central government
administration (i.e. regional,
départementadnd municipal

authorities) + regional and loc3

Public Health Sector
(‘Fonction Publique
Hospitaliére’)= HPS)

Mainly: public hospitals

hospitals) public administrative

U [P Y

PRI S P

Source adatpted from DGAFRRapport annuel sur la Fonction Public 2010-20p1297.

“sold¢ for the military personnel) and to make a cle@tidction with “salary” éalaire). The latter designates
the price of the work supplied on a market in tleerfework of a contractual exchange, while the deilvant's
remuneration is determined by general rules.

% The following figure includes the temporary emmey in the public service who are beneficiarieiabbur
market policy schemes (the so calleshplois aidés dans le secteur non marchamklich correspond to the
“direct job creation” in the OECD classification ta#bour market policy schemes). Public employeeshef
départements et communautés d’outre (ner in French overseas territories) are alseriakto account here, as
well as employees working in embassies and coresilat



Box 1. Occupational categories, corps and grades

According to his/her occupation, an employee issifeed in one of the three categories: “C” for lpw
skilled occupations, “B” for the intermediate s&dl / middle management staff, “A” for the high
skilled / upper management stafiome rules concerning the recruitment processpagdiepend on
these broad occupational categories, which are dékes subdivided inteorps The corps result
from the technical division of work, and each or@responds to an occupation (or a group of
occupations) or a technical skill. There may beesghcorpsfor the same occupation: this is the case
for instance for teachers in the secondary schediere there are twoorps the ‘certifiés’ and the
“agréges, the latter having a more difficult competitivaaan for recruitment, and hence being pgid
more than the former for doing similar work. Corsexty, someorpsmay cover a very wide range pf
occupations, such as thattachés territoriaukin local authorities.

Each corpsis a kind of internal sub-labour market: it has @wn hiring procedure, based or a
formalised and selective process and, until regefstte below Section 1.2), the mobility between
corpswas very difficult and quite limited. Eacorpsalso has its own rules of career advancement —
with seniority playing the main role in all tleerps Eachcorpsis itself usually divided into two ar
three differenigrades, themselves composed of differaithelons -.e. levels. There is a selectiye
process to move up from a lower to a highexde The progression inside a givgradethrough the
échelonsis mainly based on the seniority in theade As many bonuses also depend ondbms
overall, these play a crucial role in the pay syste

The grading system is associated with a unifiedquae — the so-called Public Service wage
grid (grille de la Fonction Publigue This scale defines the index of base wagesafior
employees (the so calléthitement indiciaire from the lowest level (base wage index level
308 at the end of 2012), to the highest (the marinbase wage index of the scale = 1501).
The index unit, the so-called “index poinpiaint d’indice, is worth a given amount in eurds.
In this system, pay progression is mainly senidiged, as noted above, in correlation with
length of tenure, a civil servant moves up différiewvels €chelons- see Box 1) of the pay
ladder. But the speed in climbing the pay laddery mary from onecorps to another.
Promotions based on performance do play a roleoofse, but they are also restricted by
conditions concerning the length of service: iés not possible to apply for a promotion to a
higher “grade” if a certain amount of length of\see has not been attained.

On top of the base wage, specific allowances (faamd housing allowances mainly), as well
as bonuses and premiums (so-calleitement indemnitaireare paid. Until recently, these
depended only on the particular work post and/er ghsition held, as well as the specific
administration of the civil servant, and not onfpenance. The share of bonuses can vary a
lot from one administration to another: for instanbonuses are much higher in Ministry of
Finance administrations than in the educationalesysBut it is almost impossible to have
detailed data, and the precise distribution of Isesuacross the different administrations is

“ No diploma is required to apply for the “C” categowhereas the high school diploma levélgtcalauréal is
required for entering the “B” category and threangeof tertiary education (college degree) is nemlfor the
“A” category. Such requirements do not apply fdemal promotion.

® In universities, for instance, associate profesédecturers and full professors are two separatpsand for a
full professor, there are three grade¥ (@ass, 1 class and “exceptional class”)

® Since July 2010, the (annual) value of the “ingeint” has been €55.5635. This means that the drgnaas
base wage of an employee whose wage is for examgéxed at 308 will amount to 308 x 55.5635 = €14,1
(i.e. about €1,426 per month).



one of the best kept secrets of fhenction Publiqué in order to avoid spill-over effects
between differentorps or administrations, and not to upset too muchetpalitarian values
that are widely held among public employees. OVieeslen if bonuses and premiums are
highly regulated by procedural (and some substantivles, their amount may differ a lot
across public employers, as we will see in the cd$ecal authorities in Part 2.

In this highly regulated and centralised pay systewilective bargaining and unions
nevertheless do play a role in wage determinatidowever, while the wage bargaining
power of unions appears to be significant — themization rate is approximately 20% (about
four times as high as in the private sector) — sinkes and mobilisation often concern a
higher share of public employees, their overalerd limited. There is indeed a strong
ambiguity here as the State is both the entity Wisiets the rules of the game and one of the
players of the game (as employer and paymaster3. i$tcrucial for understanding why, if
there is bargaining over wages (and other issuef)é French Public Service, there are no
legally binding collective agreements as in theate sector. In other words, the public sector
employer remains legally free not to implement greament. While the industrial relations
system has progressively shifted from unilaterakestregulation system towards a more
collective bargaining system in recent decddesmge determination has been a highly
controversial issue since the mid-1980s. This msiqdarly the case concerning the across-
the-board increases in the base wage. Every yeae B a bargaining round at the central
level (i.e. nationally and covering the whét®) in order to fix the value of the “index point”,
which is the cornerstone of the whole wage grid gasmted out above). Nevertheless,
unilateral government decisions have prevailed,anade show below, unions have not been
able to prevent the real value of the “index pofntin decreasing notably.

The role of unions concerning wages may appear@e mmportant at the level of a given
administration and/or occupational category. Thegdiaing process may influence directly
compensation through changes in bonuses and presparmthrough the upgrading in the pay
ladder of a given occupation: for example, whendbms of nurses was upgraded from the
“B” to the “A” occupational category (see also bejoBut above all, union representatives
participate in consultative committeesdmités techniqu&swhich play a key role — within
given administrations, or givesorps— in the fixing of rules concerning careers, a a® in
the determination of individual wage careers (jebignments and promotions).

1.2. Important features of differentiation and dual ism

As pointed out above, the existence of the differeorps introduces a high degree of
fragmentation of employment and pay systems withéncivil service. Since the early 2000s,
one priority has been to reform the public seriternal labour market, by accelerating the
reduction in the number of occupatiomalrps from more than 1,500 in 2000, their number

" Only very aggregated data are available. For itgtain 2009, the share of bonuses and premiurtahpay
(excluding overtime hours) amounted to about 18.68aging from an average of about 6% for teachers t
around 45% for top civil servantm@énieurs des grands cofps

8 See Bechter and Brandl (2012) for a comparativepeetive on industrial relation systems in theljsutectors

in Europe. It was only in 2010 that a new law wdsgded to reform the industrial relations systerthim Public
Sector, in particular to formalise more explicitthe bargaining process over issues other than wages
Concerning the latter, since 2008, it has beerdéelcio hold more formal bargaining every three year
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declined to about 380 in 2010. The internal labmarket has also been promoted by
facilitating the mobility between the differecbrpsand administrations with the adoption in
2009 of the “law on mobility and professional cargaths” (oi sur la mobilité et les
parcours professionnélsSome harmonization between differamrps pay scales has also
taken place, in particular in the “C” category (BROStill, the differentiation of bonus and
premium systems remains important, in particulasub-central government public service
(LPS) as explained in Part 2.

But the main factor of differentiation and even lima is the gap between civil servants and
non-civil servant public employees (also calledatstory” and “contractual” employees,
respectively). If civil servants constitute the afrenajority of public service employees, the
share of non-civil servants is not negligible asaamounted to more than 16% in 2010.
Legally, civil servant status is supposed to bertile (“regular” employees) and non-civil
servants the exception. Until the mid-2000s, “caciwal” employees used to be only
temporary workers, and it is still the case for trmishem The hiring of temporary workers
is highly regulated (the public employer must jiysthat it cannot find a civil servant to fill
the job or to meet specific needs). But these ratesoften not respected. There are now also
open-ended contracts (i.e. non-civil servant peanaworkers who can be dismissed if their
activity disappears). This follows a law, adopted 2005, in order to comply with the
European Directive on fixed-term contradisat requires public administrations to transform
a fixed-term contract into an open-ended contrdigr asix years of service without any
interruption (i.e. a continuous succession of fiten contracts during the periof).

The terms and conditions of employment of non-ceitvants are very heterogeneous. Some
of them, usually highly skilled, and often comingrh the private sector, even if they hold a
temporary contract, benefit from good pay condgigand sometimes even a higher salary
than a civil servant’sraitementin a comparable occupation). But the majority @memuch
shorter temporary contracts (in the education syste fill vacancies or replace civil servants
on leave, or, mostly at local public service levil, leisure, extra-curricula and social
activities). Their pay conditions are much lessofaable than for civil servants. As for many
temporary workers, in some aspects, their conditiay appear to be even worse than that in
the private sector, as their temporary contractg bearenewed up to six years (and often
much more)* before being transformed in an open-ended contmcereas its cumulated
duration cannot exceed 18 months in the privatéogecNor do they benefit from the
“precariousness” premium which exists in the pevaector? Even on permanent contracts
(i.e. open-ended contracts), non-civil servant pubmployees often do not benefit from
seniority based wage increases and other careaneements (or if they do, much less than
their civil servant colleagues), and they are ratl fponuses and premiums.

° European Directive 1999/70/CE, adoptedf 28ne 1999.

19 Note that to comply with the European Directiveother solution would have been to transform fixean
contracts into civil servant status after the samm&tion (six years).

In the educational system, for instance, temporaoykers are usually fired during the summer holida
(living on unemployment compensation), and re-hire8eptember. As a consequence, they can newer tha
6 years threshold of “continuous activity in tlzer® job” required by the 2005 law.

21n the private sector, employees on open-endethctsnor temporary agency contracts benefit froh0%
wage bonus if, at the end of their contract, theleger does offer them an open-ended contract.
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2. Evolution of pay practices and pay system reform S

2.1. Changes in the wage policy and structural refo  rms

Adjustments in the base wage

The annual across-the-board wage increase mechawasprofoundly transformed at the
beginning of the 1980s (Meurs 1993), in order ghtfiagainst inflation and to control better
the growth of the public service wage bill. In spibf strong opposition from unions
mentioned above, it was decided in 1983 to carfeelautomatic indexation of the “index
point” (i.e. the reference unit of the wage gride SSection 1.1) on inflation, and to take as a
target a given increase in the total wage billha&f public service. The first result of this new
wage policy was that the real value of the “indexp’ started to decline from then. Note that
the across the board wage increases were hardgtedf during the first years of the crisis
that started in 2008. If the annual nominal inceemsthe “index point” was slightly lower
during the 2008-2010 period than during the 200387208eriod (about 0.7% against 0.9%), its
annual change in real terms was in fact higher, dtilit negative (-0.8% against -1.0%),
because of lower inflation than during the five\poeis years. It was only at the end of 2010
that a complete freeze of the index point was aetidr 2011 and 2012.

Between 1985 and 2010, while the consumer pricexindcreased by 73%, the rise in the
index point was only 38%. During the more recentqak though prices increased by 21.0%
between 2000 and 2011, the value of the “indextpaicreased by only 9.1% (see Grabh

Graph 1. Evolution of the “index point” of the baseage and of the Minimum Base Wage
(monthly) in the PS compared to the evolution oisconer price index
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Source: updated from Gautié (2012). Author’s catiahs from DGAFP and INSEE data. For the definitio
of the “index point” see Section 1.1. Since Julyl@0the (annual) value of the “index point” has rbee
€55.5635. The “monthly minimum base wage” is thenthty minimum gross wage a full time civil servant
has to be paid. It is de facto indexed to the legaimum wage of the private sector (the “SMIC”).
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Nevertheless, before assessing the potential megatpact of the “index point” wage policy
on the “purchasing power” of public employees, ottmuntervailing or compensating factors
have to be taken into account (“purchasing pow&the common expression used in French
to refer to real disposable income).

First, individual wage increases due to automadiuity-based increases or promotions (i.e.

the so-called “career effect” on wages) still apgliand have overall not been affected by

changes in the government wage policy (and wheag llave been, it has in most cases been
positively, see Section 2.3 below).

A second factor is that for those public sector lewyges who had not benefited from a wage
increase during the period that was sufficient aanpensate for the rise in inflation (after
taking into account the career effect and the namintrease in the value of the index point),
the government decided in 2008 to introduce a fipdoonus, the “individual guarantee of
purchasing power”Garantie Individuelle de Pouvoir d’AchHaas a compensatory measure.
The public sector employees whose individual wage imcreased less than the consumer
index price during the four year period (2003-206eived a bonus filling the gap between
the two in 2008. This measure was renewed for gaesy2009 to 2013.

A third element to take into account is that otltempensatory measures were also
introduced, as a consequence of the quantitatipestalents to employment. From 2007, it
was decided to replace only one out of two pubinpleyees leaving for retirement in Central
Government public service€PS). The official objective (beyond cutting expensegas to
rationalize public spending and improve produci\{itdoing better with less” being the big
motto of the reform process) by relying on less batter paid employees. To motivate
remaining employees and facilitate job cuts, theegoment committed itself to redistribute
to them 50% of the wage bill of non-replaced retsteln fact, during the three first years of
implementation, more than 50% was redistributed, the “redistribution rate” was higher in
some Ministries than in others. In 2010, for insgnabout 65% of the wage bill of non-
replaced public employees leaving for retirements wadistributed to the remaining
employees in the Ministry of Finance, compared ity 80% in the Ministry of agriculture.
This redistribution took the form of specific messsifor some occupational categories: such
as an increase in starting wages (for teacherspsksv Section 3.1); occupational skills
upgrading (as for nurses, who were transferredter“B” to the “A” occupational group,
with a resulting increase in their index level, dmdow Section 3.2); an increase in the
promotion rate etc. The aim here was also to isereéhae attractiveness of some occupations
(such as teachers and nurses).

Eventually, a fourth factor concerns more spediffdhe low paid public employees. There is
a minimum base wage (defined in monthly terms, dofull time worker) in the Public
Service. Since the end the 1980s, it has lieefactoindexed to the national minimum wage
(the so-called SMIC), and which increased by aln338t during the 2000-2012 period: i.e.
much more than the consumer index price, even 26188 (see Graph 15.

3 The base minimum wage in tRS increased from the base wage index 253 in 20@@etdbase wage index of
308 at the end of 2012. As the value (in €) ofitftiex point also increased over the period, ovetfal monthly
minimum base wage increased from €1,074 in JarkR@0Q to €1,426 in July 2012.
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Beyond the freeze of the across-the-board wageases, another policy measure may also
be considered as a quantitative adjustment reguftom the fiscal consolidation process,
even if it has been presented by the governmera ssuctural reform to restore fairness
between public and private employees. It was delcide2010 to increase progressively the
public employees’ contribution rate to their payyasl go pension system from 7.85% of
gross wage in 2010 to 10.55% in 2020: i.e. the seat® as for employees in the private
sector® It means that in 2020 the wage (net of social rifoutions) will be about 3.5% lower
than it would have been without the refoft.

Structural reform of the pay system

More structural reforms of pay and career advancémere also introduced, in line with
“new public management” reforms. The old systenthaf annual evaluation of employees
was replaced from 2007 by a new individual assessprecess, which is supposed to play a
much greater role in promotions. Along similar Bpnemerit based bonuses began to be
introduced for top managers in 2004, and the obgatas to progressively spread merit
bases bonus systems to all employees from thefeahé @000s.

In 2009, a new premium was introduced, frane de fonction et de réesulté®FR) based
partly on an employee’s position, and partly onivitial performance. The aim is twofold.
First, rationalisation and simplification: the PkRa unified premium which is supposed to
replace partially and progressively the very comgdenuses and premiums system. Second,
as part of the premium was indexed to performaih@egs supposed to provide incentives.

Overall, the introduction of the PFR can be conmsdeas a step further in the
individualisation process of wage fixing in the pabservice, and may be seen as
complementary to the lesser role of an across-tlaeebwage policy.

Most of the unions were strongly opposed to thisasmee. The reluctance to connect
compensation to any individual assessment progessry strong in the traditional French
public sector culture, which remains very attackedmpersonal general substantive rules
(such as seniority-based wage increases and pramstiin a poll conducted in 2031351%

of respondents declared that the adoption of a®based on individual performance was (or
would be) “a good idea”, but “difficult to implemgn(“difficilement réalisable”), and 31%
stated that it would be “a bad idea”. While only(large) minority was opposed to the
principle, the majority also expressed the fearirddequate implementation leading to
arbitrary and unfair decisions.

This may explain why, three years later (in 201De PFR premium apparently only
concerned a very tiny proportion of public emplayem particular in the public hospitals
(HPS) and Sub-Central government public administrati@®S), where only directors were
concerned. But, to our knowledge, no data werdaiai at the time of writing this report.

* The pension system of public employees is rurhkyState.

151t was also decided to increase the minimum neinet age from 60 to 62 years old, for both the ioudahd
the private sectors.

16 Source:Salsa-Fonction PubliquéThe Salsa-FP survey was run in early 2011, ogpeesentative sample of
about 3000 employees of tlRS (both civil and non-civil servant employees); dgcfised on the way public
employees perceived their wages and working canditi
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2.2. The actual and potential impact on compensatio n

At the individual level, once the “career effectidathe rise in the index point, as well as the
different compensating measures described in teeiqus paragraph are taken into account,
the average wage of public employees (and even ,ntbeec adjusted average wage) has
increased notably in the past fifteen years, andnegluring the post-2008 period (see
Graph 2).

Graph 2. Annual increases (in %) of consumer pimgex, average wage, and adjusted
average wage in the CPS (1995-2010)
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Source Updated from Gautié (2012). DGAFP data. The CommuPrice Index does not include the price of
tobacco. The adjusted average wage is calculaterl Hiding constant the staff from one year to baoti.e.
taking into account in the calculation of the ageravage in year N only the employees already ptésgrear N-

1.

Nevertheless, the feeling of a loss in “purchagiager” (or real disposable income) has been
widespread among the public employees. Accordinthéoabove mentioned poll conducted
in 2011 55% of them declared that they had not benefitechfany across the board
increase in their wage during the past five yéaemd moreover, up to 66% had the feeling
their purchasing power had decreased during thee ga@niod (only 9% declared it had
increased). This apparent paradox may have sesxgpinations.

A first motive of frustration concerning wages Heeen well expressed by the unions. As we
have seen, the majority of them are still stronglyfavour of across-the board increases
through the value of the index point. Beyond thecpasing power issue, the opposition of
unions to the government wage policy also resutteoh the attachment to one of the pillars
of the career-based public service pay system. kesder of one of the most representative
unions in the public service (UNSA) stated: to udd the career effect (and not only the
across-the-board wage increases) when measuringvttetion of the individual purchasing

" Source: Salsa-FP. See the previous footnote.
'8 Which was not true in nominal terms, as the pofrindex was frozen only from 2010.
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power of public employees to determine the wagepalan be considered as a “denial of the
right to career advancement”.

Beyond the effects on annual individual wage insesa it is indeed worth assessing the
effects of changes of pay policies and practicesvage careers, on the one hand, and on
wage differentials within and between cohorts aoccupations.

The loss of purchasing power of the index pointdparticularly new entrants (as compared
to incumbents) in the occupations where entry wdge® remained unchanged in terms of
the base wage index level. In these occupatiortgrims of cumulated wage during the whole
career, a civil servant who entered public seruic010 should earn about 10% less (other
things being equal) than colleague who enteredstgice in 2000, and even less if the
increase in the pension contribution, which wagpssively put in place from 2010, is taken
into account.

As for the low skilled public employees, as the imum base wage (indexed to the SMIC —
see above) has increased more rapidly than the \ailthe index point, there has been an
important flattening of the wage profile, leadingparticular to a low wage trap during the
first years of career (see Box 2 for the detailshef mechanisms at play). As the SMIC acts
de factoas a wage floor, an increasing number of low peodkers have been overtaken by
the SMIC, and an increasing number of pay levedsi{&lony of their pay scale have fallen
under the SMIC level, and have had to be adjusteédch the SMIC level. This means that
when climbing pay levels with length of tenure,ublic employee has had no wage increase
until the wage level he/she had reached in thespale was higher than the SMIC. Since the
mid-2000s, the bottom of the wage scales have hematically adjusted after every SMIC
increases, with some ripple-effect, but wage pregjom with length of service remains very
low.

This has led to a compression of the wage diff@abntwithin occupations, between
employees with different lengths of tenure. In tlhestrative case ofdjoints administratifs
(the lowest paid occupation) detailed in Box 2, levlihe wage of an employee with ten years
of service was 14% higher than the wage of a ndvaenin 2003, the difference had fallen to
only 2.3% in 2012. This is likely to have contribdtto the substantial frustration among low
paid public employees concerning their prospects fpay progression and career
advancement.

Another consequence of both the low increasesddime 1980s) and freeze (since 2010) of
the index point and the impact of the minimum wageeases has been a wage compression
between low paid and high paid occupations, ini@adr in the first years of careers. For
instance (see Box 2 for details), while the stgrtvage of an ddministrateut (high paid
category) was 72% higher than the starting waganaf ‘adjoint administratif in 2003, it
was only 47% higher in 2012, and during the per@d] decreased by about 9% in real terms.
This may have raised a problem in terms of motovatand attractiveness for the high skilled
jobs in the public service.
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Box 2. The impact of wage policies and practicesvage profiles and wage differentials
within and across occupations

1. The impact of the increases of the SMIC on theyscale of low paid occupational categories

To illustrate the basic mechanism, let us take marical example: suppose the pay scale of the
corresponding occupation is the following (taking8€for the value of the index point on annual
terms: i.e. €4 in monthly terms, and presentiny omé first pay levels):

Numerical illustration

Pay levels PL Base wage index Duration in the pay | Corresponding monthly
(“échelony level (months) growth wage (€)
PL1 250 12 1000

PL 2 275 18 1100

PL 3 305 24 1220

PL4 340 24 1360

Suppose that the SMIC is set at €1,250 (monthly tiitme worker). All the employees of the three
first pay levels (i.e. from PL1 to PL3) have to paid €1,250; they have to reach PL4 to get an
effective wage increase. For a new entrant, thisldvanean waiting 54 months (i.e 4.5 years), given
that the value in euros of an index point is heldstant. The magnitude (in terms of duration) ef th
effective stagnation will depend on the evolutidrithe value (in euros) of the index point, and loa t
evolution of the pay scale (base wage indexescit eay level can be modified).

Since the 2000s, each time the SMIC increasegydtiernment not only adjusts the base wage index
of the first pay level (PL1) to equate the nomiwvalue of the SMIC, but also adjusts (less
proportionally, and with declining increase in %eamhclimbing in the pay scale) the following pay
levels, institutionalising, in a way a “ripple-et&, to avoid a complete flattening of wage career
during the first phases of new starters’ wage care®d to maintain a difference between employees
with different lengths of service. Sitill, this dosst prevent from a certain degree of flatteningvabe
profiles at each minimum wage increase. In July2@or instance, the SMIC increased by 2%, and
rose to the equivalent of base wage index 308, wbicresponded to more than the base wage index
of pay level 6 (307 in January 2012) in the payeschthe lowest paid “C” occupations. In this pay
scale, one has to have at least 8 years of setwiceach pay level 6. So all pay levels base wage
indexes were adjusted up to pay level 7, (PL1 8 to 308, PL2 from 303 to 309, PL3 from 304 to
310, PL4 from 305 to 311, PL5 from 306 to 312, Ritdn 307 to 313, PL7 from 312 to 315), but
remained stable from PL8 to the PL11, the lastllef¢he pay scale for this grade (after 22 yedrs o
service by the fast track). Overall, the PL11 dvef base wage ratio declined slightly, after thig J
2012 MW increase, from 1.168 to 1.153.

2. The impact on wage differentials across and witloccupations: an illustration

These effects may be illustrated by taking the gtarof two occupational groups in the Sub-central
Government public servicePS) — but the same would apply for similar categoiirethe CPS and
the HPS. We will take here the lowest paid occupatioad{bints adminstratify, classified in the
“C” occupational category, and a high paid occupati‘administrateury i.e. high rank managers),
classified in the “A” occupational category. Thdéldwing Tables (a) and (b) present the evolution of
base wages between 2003 and 2012 (i.e. bonusgsemilms not taken into account).

(a) Low paid occupation @djoint administratif, 2™ class: i.e. lowest grade), “C” occupational
category

Base Index Wage | Annual Gross | Difference with
2003 Level Wage (nominal) | starting wage
pay | Starting wage 263 €13,806 -
scale| Wage after ten years o 300 €15,748 +14,1%
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service*
2012
pay | Starting wage 308 €17,114 -
scale| Wage after ten years o 315 €17,503 +2.3%
service*

(*) This is the highest wage level after ten yeafrservice, supposing the employee benefited flioafast track
seniority advancement, but supposing he/she hasemst promoted to an upper gradeanps

(b) High paid occupation édministrateur territorial, classe normalei.e. lowest grade), “A”
occupational category

Base Index Wage | Annual Gross | Difference with
2003 Level Wage (nominal) | starting wage
pay | Starting wage 451 €23,674 -
scale| Wage after ten years o 733 €38,478 + 62,5%
service*
2012
pay | Starting wage 452 €25,115 -
scale| Wage after ten years o 734 €40,836 + 62.4%
service*

(*) This is the highest wage level after ten yeafrservice, supposing the employee benefited floafast track
seniority advancement, but supposing he/she hasemst promoted to an upper gradeanps

As for the lowest paid category, the base wagexingfethe starting wage has increased notably
between 2003 and 2012, as it is indexed to theedse in the SMIC. Overall, during the period, the
real increase in the starting wage was about 622 (in nominal terms). But the compression of the
wage distribution between employees of differengtas of service appears clearly: whereas the wage
of an employee with ten years of service was 14§hdr than the wage of a new entrant in 2003, the
difference had fallen to only 2.3% in 2012. The &wopon individual careers (i.e. the longitudinal
dimension) across the different cohorts is morepglerto assess. The effective change in the wage of
an employee during his/her first 10 years of caosgrends on both the change in the pay scale (i.e.
the base wage indexes) and the increase in the \@lthe index point during the period. In our
illustration, an employee who started in 2003 withge level €13,806, is paid €17,503 ten years later
(i.e. in 2012): a 26.8 % (nominal) increase. Onaildaneed to know the 2021 pay scale to estimate
the wage profile of a new entrant in 2012, andaimpare the wage career between the two cohorts.

As for the high paid category, as the base wagexiesl of its pay scale have (almost) not changed
during the period, both the starting wage and tlagewvafter ten years of service lost about 9% in

purchasing power. Note that for all cohorts of remtrants during the period, the difference between
the base wage of employees with ten years of s the base wage of new entrants remained
unchanged (about 62.5%). This difference is mughédn than for the low paid category (2.3% for the

“adjoints administratify.

But at the same time, there has been an importageveompression between the two categories:

while the starting wage of aradministrateut was 72% higher than the starting wage of adj6int
administratif in 2003, it was only 47% higher in 2012.
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3. Special illustrations: teachers, nurses and poli ce

3.1. The case of teachers

According to the OECD (2011) comparative studycleas are not very well paid in France,
especially in terms of their starting wage (seepBrd). In 2012, the starting gross monthly
base wage of the teachers (lowgstde andcorps of primary and secondary schddlsvas
€1,616 (but jumping to €1,740 after 3 months ofiser;, and €2000 after one year); after 15
years of service, they may earn about €3,047 €y thenefited from the fast track).

Teachers, lowest grade

Base wage index level Monthly gross base wage (ftithe)
Starting gross base wage 349 €1,616
Base wage after 15 years (fast track) 658 €3,047

Graph 3: Teachers’ salaries in lower education (jpeisector) in 2008
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The educational system has been hit particularlyenms of job cuts since 2007. In the
primary schools, the number of teachers has desnldas1.9% between 2007 and 2011 while
the number of pupils increased slightly. But theclide was significantly higher in the

19 Certifiésandprofesseurs des écoles, classe normale.
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secondary schools. It amounted to -5.9% during2®@7-2010 period, a much bigger fall

than the decline in the number of pupils (about x2%0One consequence was that the
decrease in the number of civil servant employeesth be partially offset by the increase in
the number of temporary workers. Whereas theiresharong teachers remained very low in
primary education (less than 0.1%), their numbereased significantly in the secondary
education (+ 37.5% between 2007 and 2010), to raasttare of 4.4% of all teachers in 2010.
While this trend had started before, it accelerateidbly from 2008. Missing employees had
also to be replaced by increasing number of overtimours of incumbents (+9.5% between
2008-2009 and 2009-2010).

But in terms of compensation, the post-2007 peviad rather favourable for civil servant
teachers. As in other sectors, accompanying measdirstaff reductions were also adopted,
mainly in terms of increased compensation. A nearéer contract” (acte de carrierg for
teachers was introduced. The (nominal) startingemags increased by 18% between 2007
and 2012. The wage of other teachers having up years of tenure was also increased.
Compensating premiums for specific activities (sashutorship of new teachers, tutorship of
disabled pupils, etc.) were introduced or incread¢dny teachers also benefited from the
exemptions of income tax and social contributiongheir (increased) overtime hours (due to
a law introduced in 2007, applying to all the waseto promote the “work more to earn
more” slogan of the newly elected President Sarkozy

As for non-civil servants, even those benefitingnir an open-ended contract, their
compensation and wage career prospects remaingicgigtly poorer. According to a top
leader of the most representative union (SNES)eicosdary education, their cumulated
earnings throughout the whole career are about [BO%r than the cumulated wage of the
civil servant teachers. Note that employees on peeant contracts are a minority among
contractual (i.e. non-civil servant) teachers, vane largely on temporary contracts (fixed-
term contracts). In addition, there are also wakeho are paid on an hourly basis, and that
are not considered as public employees (and therefo not appear in the employment
figures mentioned above). Their hourly wage ratelbeen frozen since 1989, inducing a 40%
loss in purchasing power.

Overall, teachers offer a very interesting illustna of the strong and even increasing dualism
(up to 2011) in pay systems and pay trends, whieehoeen strongly denounced by the
teachers’ unions.

3.2. The case of nurses

Public hospitals are the main French employer afsesl Nonetheless, nurses may also
practice in private clinics, in homes for the elgein various administrations, and in schools,
etc. Public employee nurses mainly belong toHR& but may also be part of tligPS. The
number of nurses iIMPS was 352,372 in 2007 (up from 289,768 in 2001), #Hrel total
number of nurses in France was 483,380 in 2007,5887n 2001).

2 It is worth noting that the decrease in the numifetreachers had begun before 2007 (the peak nuofber
teachers had been reached in 2005 in the primagots; and in 2002 in the secondary schools).
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Since 1991, théaccalauréat(i.e. upper secondary diploma) has been the mimiravel of
gualification to enter a nursing school (previouslwas theBEPC i.e. the lower secondary
diploma). Post-baccalaureate training was extemde&dyears in 1992, when nursing schools
became "training institutes in nursing”. Nurses ehav generalist training and become
graduates of State (IDE) or specialized nurseshdythave a specialization diploma:
anaesthesia (IADE), surgery (IBODE) or child cdriee specialist degree is required only for
anaesthesiologists: only a third of nurses workmgperating theatres are IBODE.

Since the reforms of the 2000s, the job has bearacterized by tensions between doctors,
on the one hand, and other less-trained employaesifg assistants, cleaners etc), on the
other hand, as well as tensions between the megicdbssion and the administrative
management staff. Since the early 2000s, reformtheénhospital sector (for instance the
hospital planin 2007) have put a focus on management. Manyrtepave emphasized the
need for cost control and measurement of "perfoo@aride Singly 2009; Acker, 2007).
These reforms have added to nurses’ missions, dmagement and economic performance of
nursing units (on top of care).

The labour market is characterized by recruitmefficdlties particularly in certain regions
(the North, or lle-de-France / Greater Paris). GB@¥o of students drop out of training before
graduation. Turnover is also a major issue: younges seek employment with good working
conditions and this search may take a long timereetettling in a particular post. The
population of nurses is either young or old becanaay middle-aged persons have left the
profession.

Budget rationalisation has had various impacts arsing. Contracts for the return to
financial balance (CREF) signed since 2004 betwexspitals and regional hospital agencies
have led to job cuts (more than 2000 in Assistance Publique des Hopitaux de Pariut
more generally, budget constraints have inducecdhdimereplacement of retirees, reducing the
number of fixed-term contracts, and hence an imfieason of work and a deterioration of
working conditions.

Since 1959, pay in thélPS has been based on status on the one hand anddusadiv
evaluation on the other. Moreover, hospital staffeive statutory allowances and a fixed
bonus (since 24 March 1967), that equals 7.5% daéstablishment’s payroll. Following the
reforms in higher education as part of the Europ@alogna process and the requalification
of a nursing degree, the profession of nursinglfieéoretically in occupational category A (for
which a higher education degree (Licence / Bacleldegree) is required: i.e. after three
years of studies), and no longer into occupati@a&gory B (where nurses were classified
before as they had only two years of tertiary edang The law of July 2010 (Article 37)
changed the status of nurses and reclassifies therategory A. Nurses of the HPS can
choose between the two options: they can eithgristeategory B and can retire at the age of
55, or switch to category A and have a salary meebut then defer their right to retirement
until the age of 60. According to the Ministry oealth, only half of all nurses have accepted
the change of status.
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In 2012, the gross monthly starting base wage efrilwrses was €1,584. After 15 years of
service, they may earn about €2,255. Their wagéilens therefore much flatter than for
teachers (see above).

Nurses, lowest grade

Base wage index level Monthly gross base wage (ftilhe)
Starting gross base wage 342 €1,584
Base wage after 15 years 487 €2,255

3.4. The case of the police

The French Revolution of 1789 was at the originaomodern municipal police, serving
mayors, which had the mission of "good policingtldeecurity". For this, it was made up of
a "national guard" composed of citizens. A centatgr, the law which brought democracy at
the municipal level (election of a mayor etc.) defi a mixed status for the police: the
Commissioners were appointed by the Central govemiywhile mayors appointed police
inspectors and agents, whose status was commorduBng the inter-war years, the mayors
of some very big cities demanded and obtained #ti@malization of their police. This was
generalized. And it was only in 1999 that the staifithe municipal police and its role was
renovated, with a dual mission: to be close to feeopmbined with a more traditional police
mission, due in part to a form of Central governtvestiture.

Today, the police service in France has specifaratteristics, since it is performed by three
types of personnel: the National Police, which &tpof the Ministry of the Interior, the
gendarmeriewhich is part of the army but has recently comédar the same command as the
National Police, and finally the municipal policEhe latter is under the responsibility of
mayors at municipality level, but also under theatoml of national police officials in the
region. This is facilitated by the fact that thenidiry of the Interior in France also supervises
local authorities. Almost all of the correspondisiaff are civil servants, and their status
depends on the authority to which they belong.

In 2010-2011, the National Police was composedboiut 128,000 employees, with among
them about 1,800 officials and police commission&€hese positions are quite attractive, and
every year, the (external) competitive examinatiorbecome police commissioner attracts
about 1,000 applicants holding a Master’s degr@epiily 30 open positions.

It is worth noting that among policemen/women abb2000 (in 2010), calleddjoints de
sécurité(ADS, deputy security officgrwere not civil servants, as they were employe®-on
year fixed-term contracts. But they were considexgegolicemen/women because they were
invested by the law as persons with public autiiantthe same way as a “normal” police,
and because the position of an ADS is a path taréefthey have undertaken some training to
become ADS, and they are also trained during thgea- period for the competitive
examination to become law enforcement officers).2005, a new way to become an ADS
was created: recruits can become "Cadets” of theéioha Police (“Cadets de la
République”). This is a way to help young peopbevieg education prematurely to be trained
and get a diploma. The scheme is one of the labwket policy programmes. About 900
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cadets have been recruited each year: they receavsaidy allowance equal to half the
minimum wage during the first year. From the secgadr, they were paid like any other
ADS: i.e. the minimum wage (equal to the SMIC).

Around 10% of the about 36,000 municipalities hadumnicipal police force in 2011, which
employed about 18,000 agents. Their number hasleldgince 1984, and the staff concerned
have more than tripled.

In general, the hierarchy of grades of the municpgmdice is much lower than that of the
national police force, although it has improvedsidarably in the recent years (but it is still
concentrated on the “C” category: i.e. lowest ski)l Initially, almost all municipal police
staff were classified in the “C” category. But rettg a new grade (classified in the “B”
category) was created. In addition, a position@féctor" was created where the number of
staff is higher than 20. Bonus and premiums of mipai police officers are fixed at the
municipality level. But as with other municipal eloyees (see below, Section 6), legally,
their overall compensation cannot be superior & tf their colleagues in Central Public
Service (i.e. National Police officers) Even if thay is lower, the municipal police can be
attractive for national police officers, as it mbg a way of choosing the location of their
activity (whereas they can be deployed throughoahée in the National Police), and also of
avoiding the most dangerous and violent areas.

In the beginning of 2012, a new premium was intosdl for the lowest grades in the

municipal police (“C” category) amounting to 20% ludse wage, plus an extra of 5% based
on performance. The career path has also beendexéy the introduction of an extra pay

level for certain grades, in which the highest paxel is now at base index level 529 — an
estimated gain of €120 per month.

As can be seen in the following tables, concertimggbase wage, it is still more profitable to
work in the national police than in the municipalipe, especially after a long career and if
one climbs the hierarchy.

Police officer, lowest grade (i.e. law enforcemettficers “gardiens”)

National Police Municipal police
Starting base wage €1,445 (base index wage level: 312) €1,431 (badeximvage level: 309)
After 15 years (fast track) €1,750 (base wage index level: 378) €1,551 (bageewalex level: 335)
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4. Patterns and trends in public sector pay

Producing evidence concerning wage inequality ianEe between the public and private
sector is not an easy task. The administrativéstitatl sources are not homogenous: pay data
of the DGAFB! and DADS? for instance. As this section aims at comparinglipuand
private sector wages, we decided to focus on a gemepus source for the two sectors: the
French Labour Force Survey (INSEE). The main draklud this survey is that the collection
is based on individual declarations of monthly wsagend is not as precise as an
administrative source. Moreover the amount of wagkinours is also declared by individual
employee<® The main advantage is that the collection metisatié same for the public and
the private sector and a computation of hourly sagepossible on this basis. We retained
here a computation of hourly earnings based onl legaking time and the terms of the
worker’s contract (full-time or the percentage aftgtime)?* This choice has been made to
remain consistent with the other countries of thely independently of the legal working
time, the percentage of part-timers and the distioln of the intensity of part-time work (as a
percentage of full-time work) across country. listhiew, the hourly wage analysed here is a
kind of comparable monthly wage and does not reflee effective working hours which are
not contractual in France for some classes of werketably the managers and intermediates
managersdadres.

Graph 4 shows trends in the median hourly earningke public sector, compared to the
private sector for various workforce groufdsDuring the 2003-2010 period, the trends were
the same for these groups: the existing hierarohiypé median hourly wage of the different
subgroups remained unchangéd.

Beyond the discussion of the evolution of the medwage, a key issue is how the
distribution of wages differs across the public &nel private sector for different workforce
groups. Considering the wage dispersion (Graplh®&)e is a small difference for male full-
timers between sectors: at the median, tHe d@tl the 98 percentile the public sector pay
premium remains relatively small: respectively 1088 and 1%. The public sector pay
premium for female full-timers is higher at the toot of the distribution: it amounts to 13%
for the 10" percentile and the median. However, at th& 9@rcentage there is a small

2L The Direction Générale de I'Administration et de la Fion Public (DGAFP) have access to public
employment pay data and publishes an annual report.

2 The Déclarations Annuelles de Données Socig[@ADS) is a compulsory administrative form contamna
list of employees and annual wages. They are fileat the plan level and do not contain other \des on the
workers’ characteristics or the different composesftannual wages.

% However, it has been used, as for instance infaracnd Meurs (2006) or Barguain and Melly (2008).

24 Two variables are retained here to compute anlj)etage based on the monthly wage available: thekiwg
hours of the contract and the declared working $iour

%5 For the full-timer, the monthly wage is divided b$1.67: this monthly wage includes potential dwest
hours that we cannot control for as such in thengdgtons. For the part-timer the monthly wage idtiplied by
0.9 when he/she declares “working more than 80%tifuk”, by 0.8 when he/she declares “working 809 f
time”, by 0.65 when he/she declares working betwa@¥ and 80% full time”, by 0.5 when he/she dedare
“working 50% full time”, by 0.25 when he/she deeésr“working less than 50% time”. Unfortunately the
variable used for this computation is not availaddesuch for 2003: the net hourly pay for 2003fant-timers is
not directly comparable with the other years.

6 These common trends are also verified when onkslab the monthly net wages, but the hierarchyhin t
median net wage changes when one does not cootritif number hours of the labour contract.
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premium for the private sector (2%). The pay premaf the public sector is relatively higher
for the female part-timers. It amounts to 26% at 16" percentile, 22% at the median level
and 12% for the 90 percentile. In this view, the public sector is mdavourable for the
female part-timers than the private sector. Thidifig is consistent with the general results of
other studies analysing the public private wage-tfa public premium is generally larger at
the bottom of the wage distribution but could bgative at the top of the wage distributfdn.
The differences in wage dispersion for the othéegaries remain small.

Graph 4. Change in median hourly pay (current €) ofesocial contributions in the public
and private sectors for different workforce grog@93-2010.
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Source French Labour Force Survey (Insee): authors’uatons.

Relative to the median hourly pay of all the empley in the economy (€10.83 in 2010), the
public sector seems protective especially of wonidére median hourly pay for female part-
timers is equal to the median pay, whereas fofahmeale full-timer it corresponds to 110% of
the median pay of all employees. As shown in thapBr6, this pattern was also evident in
2004. However, the premium for women in the pubkctor has eroded during the period.
The median pay of women in the public sector issetoto the median pay of all the
employees. More generally, Graph 6 shows that @004 and 2010, the distribution was
compressed by some cuts at the top of the disimitbdior all workforce categories except the
female full-timers of the private sector who expaded an increase in the™percentile of
hourly pay.

%" It is noteworthy that this result holds also asrstudies which aim at controlling for other vatésh However
the length of the French public-private gap mayyvatross estimations depending on the variable thed
methodology retained. For instance, this gap isllsma_ucifora and Meurs (2006) but close to zerbem

individual fixed effects are introduced: Bargairdavielly (2008).
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Graph 5. Pay distributions in the public/privatect®s (FFT, FPT and MFT), in 2010.
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Source French Labour Force Survey (Insee): authors’datmns.
Note hourly wages. FFT: Female Full Time, FPT: Fenfdet Time, MFT: Male Full Time,

Graph 6. Trend in pay distributions relative to athployees’ median pay in 2003 and 2010
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Source French Labour Force Survey (Insee): authors’uatmons.
Note hourly wages. FFT: Female Full Time, FPT: Fenkdet Time, MFT: Male Full Time,

Graph 7 shows that there is a great heterogeneity foihage distribution within the public
sector. Compared to the median hourly paiS workers are relatively well paid whatever
their workforce group is: female part-timer or ftither, etc. The less favourable distribution
concerns theLPS workers. Compositional effects are the main dgviiactor of these
differences, as, on average, the occupationakdkNMel is much higher in tHePSthan in the
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LPS. Graph 7 shows that their relative situation hassened since 2004, because the share
of low skilled staff has increased due to the ti@nsf some low skilled occupations from
CPSto LPS. In 2004, the median hourly pay for female parteis was below the median
pay of the economy. In 2010, this is also truefémnale and male full-timers. Compared to
LPS workers,CPS workers have preserved their relative situatiorcept at the top of the

distribution for male full-timers.

Graph 7. Trend in pay distributions relative to athployees’ median pay in 2003 and 2010,

for different public sub-sectors
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Source French Labour Force Survey (Insee): authors’watmons.
Note hourly wages. FFT: Female Full Time, FPT: Fenfzdet Time, MFT: Male Full Time, LPS: Local Public
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Graph 8. Pay distribution for female workers i flowest paid occupations in 2010
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amounted to €6.96€ in 2010. For part-timers, hopay below minimum hourly wage is due to the fhet e
do not know exactly the number of hours of the it
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Graph 8 focuses on the distribution of hourly wagesoss the lowest paid occupation for
females (cleaners, etc.). First of all, the figesh®ws that the distribution is more compressed
for female full-timers than for part-timers: thetémgeneity of hourly pay is far greater
among female part-timers. Then there is a premiomntHe public sector, except for female
part-timers at the top of the distribution. In thisw, being in full-time employment smooths
the hourly pay for women. Being in the public secfor female part-timers at the bottom of
the distribution provides a high premium. It is ewbrthy that the bottom part of the
distribution is below the legal minimal hourly waget of social contributions in 2010
(€6.96 /hour). For part-timers this is mainly due the approximation of the contractual
working time that we used (see above). For thetifumérs, this could only be due to errors in
the individual declaration of the monthly wage.

Table 1 shows that wage inequality is higher in ghigate sector than in the public sector.
However, it mainly concerns the upper part of thegev distribution: D5/D1 has the same
value whatever the sector is. From 2004 to 201® whge inequality ratios have decreased
slightly. This is mainly due to a small compressionrthe top part of the wage distribution.
Table 1 also shows that there is some heterogeaeiss subsectors of public services. The
CPS meets the highest level of wage inequality as nredsiby the ratio D9/D1. This
inequality level is mainly due to the dispersionwadges at the top of the distribution—the
D5/D1 ratio is closer when one compa@RS LPS andHPS. Over time, the D9/D1 ratio for
CPS has decreased from a level closer to the privatdos level in 2004 to a level
corresponding to the public sector standard in 2010

Table 1. Inter-deciles ratios of hourly pay (curté) net of social contribution across sectors
(2004, 2010)

2004 2010
Sectors
D9/D1 D9/D5 D5/D1 D9/D1 D9/D5 D5/D1

private 2.85 1.89 1.51 2.78 1.86 1.49
public 2.56 1.68 1.52 244 1.66 1.47

CPS 2.78 1.77 157 2.41 1.56 1.54

LPS 2.50 1.69 1.48 2.17 1.60 135

HPS 2.22 1.55 1.43 2.31 1.64 1.40

Source French Labour Force Survey (Insee): authors’'utatmons.
Note: LPS: Local Public Services, CPS: Central Public/i8es, HPS: Health Public Services.

We now turn to the low wage issue. To preserve @aiplity with previous work on the
issue of computing low wage statistics, we folldve tmethodology of Caroli and Gautié
(2008)?8 It is noteworthy that the number of hours workeeédifor this computation does not
correspond to the legal working time of the corttthat was used in the previous statistits.

% The net hourly wage is computed using the montiglywage (SALRED) divided by the number of hours
corresponding to the declared monthly net wage (NEBR). However, data for this variable is often nimgs
(between 31% and 41% across the period). It iswmthy that the non-responses are over-representtte
higher monthly wage deciles and in the public secto tackle this problem, we decided to complentbst
missing variables by the ‘usual number of hourspeek for the main job’ (HHC), when this variabteriot
missing. We compute a usual number of hours perttm@tHCx30/7) with the assumption that the observed
month has 30 days. This methodology does not tacedccount the fact that there may be a seconaipob
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Graph 9. Share of low wage workers
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Graph 9 shows a decrease in the share of low wagevs since 2003. For the whole period,
the decrease mainly concerns the private sectorthiéopublic sector, the curve is relatively
flat with two decreases: on the one hand at thnbeyy of the period in 2003 and 2004, and
on the other hand at the end of the period, fro@820 2010. Graph 10 shows that there is a
great heterogeneity within the public sector. Th#-sentral government public service
workers [PS) have a higher share of low wage employees (5r8201.0) than the Central
Government public service workeiGSRS) and the public health workersIRS): respectively
2.4% and 1.8% in 2010. There is no convergencal tmeside the public sector. There has
been a sharp decrease in the share of low wageogegd since 2008, for the central
administration and the public health workers, while decrease has been smallerlfB6
workers.

potentially a third/fourth joB® Moreover we cannot be sure that there is a pecfatsistency between the hours
declared (as usual hours) and the wage declarecufeent wage of the month). But, the share ofrtligsing
value fell strongly (between 0.9% and 1.2% acrdes geriod). It is noteworthy that after this pragethe
remaining missing values are over-representedenaver monthly wage deciles and in the privatéaec

%9 The working time of the contract was chosen taéacomparison with the administrative data that ased
for the other countries of the report.
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Graph 10. Share of low wage workers in the pulBicter
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5. Externalisation policy and practices

5.1. Increasing “internal externalisation”

When studying the potential impact on the terms emtitions of employment, one has to
analyse the complexity of the “externalisation” cept. The dichotomist view of two entities
with, the “public sector” on the one hand and thavate sector” on the other hand, which are
clearly distinct, and homogeneous in terms of egmknt and pay conditions (supposedly
better in the public sector) is an oversimplificati This is particularly true in the case of
France, where, as we have seen, the heterogenddyms of employment and pay conditions
Is important within the public sector. Pressures fifecal consolidation could lead public
sector employers to exploit this heterogeneity dplacing, more or less directly, employees
with high pay and protection with employees wittvéw pay and protection — a process which
we refer to here as one of “internal externalisdtio

Increasing opportunities, pressures and/or incergs...

In recent years, some reforms have contribute@dasdning the rules restricting the use of
contractual employees, such as the “law on molulitgt professional career pathkdi sur la
mobilité et les parcours professionneisiroduced in 2009, which in particular legalizée t
use of temporary agency workers that was forbiddetil then. Some new specific
employment statuses were also introduced, suchea&tjoints de sécuritéin the police
(see Section 3.3 above). Other laws (adopted in7 28@d 2009) authorized the direct
recruitment of employees on open-ended contractsutiyersities and public research
entities>°

Overall, because of cost cutting pressures andtédirig rules, there may be some incentives
to substitute more expensive “statutory” workers. (€ivil servants) with cheaper “contractual
employees”. This is all the more the case thatptiessure has tended to be decentralised in
the recent years. In particular, there has beeim@easing tendency to give more and more
autonomy to intermediate public bodies and to fans public administrations into public
establishments or “agencies”, contracting with @ngovernment administrations for both
their (declining) resources and their (more denvag)diargets. These public establishments
tend to have a higher share of non-civil servanés tthe other public administrations (66%
compared to 6% in 2009 within tiBPS, for instance§!

The health sectoHPS), even if it is quite specific, is also a goodigiration of the on-going

trends. It has undergone numerous reforms sincédgeaning of the 1990s, and a new in-
depth reform was introduced in 2007, with the cogaiof autonomous Regional Health
Agencies (see also above). These are supposedvéongthe health system at the regional

% S0 far, except in some “derogatory public estabfients” EtablissementsPublics Administratifs
Dérogatoires such as*6le Emploj the Public Employment Service), only temporarykeos could be hired, as
permanent positions had to be fulfilled by civihsants. The public employees on an open-ended axinivere
those who had been continuously previously emplayedhe same job as temporary workers during sars/e
(see above section 1.1.2).

%1 In some cases, especially for skilled occupatioastuiting a non-civil servants is also a way fteohigher
compensation and to circumvent the recruitmentgutoces and the career advancement rules.
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level, while the autonomy of public hospitals h#ésoae reinforced. At the same time, as
mentioned above, strong budgetary pressure haspgutem hospitals, as many of them were
in deficit, and they were required to reach a badanbudget by 2012. So many hospitals had
to implement a plan de retour a I'équilibré a budget consolidation plan. But cutting costs
was not the only suitable strategy, as they coldd @y to increase their resources in the new
system. Since the end of the 2000s, instead ofwiagea global annual budget for all their
activities, hospitals now receive payments for thikerent activities they have provided
during the year: each type of medical activity Igeitpriced” by the regulator. As a
consequence, to maintain or even increase itsigctive. its market share), each hospital has
to be attractive, and therefore the quality of thedical service provided is a key factor as
there is strong competition between health (pudntid private) providers, and as reputation is
crucial for the “health” consumers. Overall, thesea trade-off: using peripheral workers
(such as foreign non-civil servant medical stafgynbe good for cutting costs (because of the
existing wage gap with civil servant staff), butifar increasing activity if it is perceived as a
sign of a declining quality of service.

Tertiary education also provides an interestingstilation. A new law adopted in 2007

transformed universities in autonomous public dsthiments. Before the reform, both the
level of staff and its composition (in term of opations) was fixed at the Ministry level, and
the possibility of recruiting non-civil servants svenore limited. Since the reform, universities
receive a global budget for their wage bill, theyé to respect a limit in the number of staff
determined by the Ministry plafond d’emploi’), but within these limits (in budget and

number of staff), they are free to allocate theage bill as they want between different
categories of workers, and at the same time hayeater margin to recruit non-civil servant
employees (as mentioned above). In the primary sswbndary educational system, the
directors of schools now also have a greater amgnaf recruitment (but they do not have,

so for budget autonomy), and also a greater mdognecruit non-civil servant teachers. As
we have seen (in Section 3.1 above on teacheesyumber of non-civil servant teachers on
temporary contracts has increased to replace mgissuil servant employees because of job
cuts.

Another potential modality of “internal externaliem” is the transfer of staff between
different public entities which may differ accordimo the pay and employment conditions
offered, even if these issues are not are not tam measons for deciding the transfer. In
particular, in recent years, several thousandsngfl@yees have been transferred (without
changing jobs) from Central government public sEVviCPS to local authority
administrationsl(PS). TheLPS employment system is more a “position-based” ratihan a
career-based system, and local authorities haveglaeh degree of autonomy in wage
determination, in particular for bonuses and prensiulf transferred employees could opt for
the maintenance of the terms and conditions of eympént they had in th€PS new
entrants in the corresponding occupation are nolmsgted to the pay system of local
authorities, where heterogeneity is high, as wé seé in Part 2. Other indirect add facto
transfers (i.e. substitutions) have taken placithépast decades. For instance, as there were
job cuts in the National Police (andeéndarmeri®, municipalities have tended to develop
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their own local police forces, with different (anften less favourable) employment and pay
conditions as compared to the national police ®fsee also Section 3.3).

Overall, the French context is characterised byeatgvariety of employment statuses, and
increasing heterogeneity and autonomy of publictoseentities, with the associated
decentralisation of budget consolidation requiret:@m some cases. As a consequence, there
may be some incentives to increase the numberaritfactual employees”, and/or to transfer
staff from public entities with better employmeminditions to ones with poorer conditions.
The share of “contractual” (i.e. non-civil servamtnployees has indeed increased in the
recent years, in particular in the Central Pubkevi&es CPS) and the public health sector
(HPS) (see Table 2).

Table 2. Evolution of the share of non-civil setvéire. “contractual”) employees in the
Public Service since 2000 (in %)

2000 2002 2004 2005 2006 2007 2008 2009
CPS 12.6 13.5 12.2 12.3 12.7 13.4 14.3 15(1
LPS 20.3 20.3 20.4 20.2 20.9 20.8 20.2 19{7
HPS 13.3 13.7 14.0 13.8 14.4 15.1 16.0 15(9
Total 14.9 155 15.0 15.0 15.6 16.1 16.6 16(8

Source DGAFP.Rapport annuel sur I'état de la Fonction Publiqwel.1, 2011.
HPS = Public Hospitals; LPS = Regional and locdllipiservices; CPS = Central public services

... but strong safeguards and countervailing facsor

Even though some “exit options” have been introdu@ad even if the rules are sometimes
circumvented, the obligation to recruit a civil\samt to fill a permanent position nevertheless
remains a basic principle of the French public iserv

Another strong countervailing factor is the fieaggosition of unions to the weakening of the
civil servant status, and their mobilisation agaimsécarisatiori: i.e. the increasing number
of non-civil servants and the increasing dualismwieen civil servants and non-civil servants.

As a consequence, a new law was adopted in MartB. Many temporary workers should
enjoy access to an open-ended contract (while rentaas non-civil servants), whereas the
access to civil servant status will at the sames tha eased for non-civil servant employees.
The law also strengthened a trend to reducing #ye lgetween the employment and pay
conditions of permanent (i.e. open-ended contraot)-civil servant employees and civil
servants: they should be entitled to some senitwityed wage increases, as well as some
social benefits previously restricted to civil samis. At the time of writing, concrete
modalities had to be defined, and the degree ofexgence remains an open question.

In the coming years, increasing heterogeneity anwwig servants will become another (if
not the main) key issue. Even if the base wageadigystem remains highly centralised and
uniform, with pay scales for each occupational gaitg which applies to all employees of the
category whatever their public employers, (poténtiacreasing heterogeneity will result
from the increasing autonomy of the different palantities in the determination of bonuses
and premiums (which can represent up to 45% of tmmpensation for some categories in
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the CPS), but also in the determination of promotions.idttherefore likely that some
processes of “internal externalisation” will conté

5.2. Procurement policy and practice

Competitive public procurement practices were tiug be crucial for efficiency in public
spending. They would help public authorities aogjservices at lower costs. Hence positive
developments were expected to follow from the Eeamppublic procurement directives, such
as market transparency, boarder competition and sagings. In the French case, the
argument for cost cutting has been weakening. Theesl to be a wage premium for low
skilled workers in the public sector, however wilte increase of the minimum wage in the
private sector and the freeze of pay in the pusdictor, there has been a convergence of
starting wages between the two sectors in the lbgketed categories.

Procurement was also thought to increase prodtictamd quality of the public service,
because of absenteeism or lack of motivation ofptltalic workforce. But, this argument has
tended to be less relevant because of work infeaitn in the public sector.

European and French Legislation

Strictly speaking, externalization through procueamcan take various legal forms. Public
authorities can subcontract segments of the supipdyn (catering, cleaning, ICT, etc., or
subcontract an entire public service activity fiseThey can subcontractia three main
formal means: “delegation’délegation de service pub)i& “buying” (marchés publigsor
“partnership” partenariat public-privé.

The “buying” procedure refers to procurement of lmukervices via public contracts that
allow the administration to buy services or goaasrf private firms. They correspond to the
definition of procurement as accounted for by tHeQD: the purchase by governments and
state-owned enterprises of goods, services andswdithke private entity is paid the price of
the service purchased by the administration. A&hepean level two directives regulate the
purchase of services and goods by the public aititsor Directive 2004/17/CE regulates
public procurement in water, energies, transportd grostal services; and Directive
2004/18/CE regulates other public contrdétsEuropean Directives (2004-17/CE and
2004/18/CE) have been implemented in France thrahghfollowing texts: French Public
Procurement CodeCpde desMarchés Publicd — décret2006- 975 of August®] 2006 that

%2 As defined by 1997 law, “la loi Sapin”.

% The European regulation established a single ifizstion system: the Common Procurement Vocabulary
(CPV). This classification endeavours to cover ratjuirements for supplies, works and services. iPubl
contracts (whose value exceeds the thresholdsiiifective) are subject to obligations regardinfpimation
and transparency. Certain contracts are excludeth fthe scope of the directive, such as broadcasting
programmes, central bank services, employment &ctstr etc. Contracting authorities award their jgubl
contracts following transparent criteria: the lotpsice; or, various criteria such as quality, tachl merit,
delivery date, etc. The 2004/18/CE directive applie public works contracts, public supply contsaahd
public service contracts for which the value (egahg VAT) exceeds the following thresholds:

- €137,000 for public supply and service contrastarded by central government authorities;

- €211,000 for authorities which are not centraleayoment authorities; or for specific services sastresearch
and development (R&D), telecommunications, hotels eatering, transport, provision of personnel,atmnal
training, investigation and security, social anditsaty, recreational, cultural and sporting sersjcand

- €5,278,000 in the case of works contracts.
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applies to public contracts and ordinance 2005df48e June ® 2005 which applies to non-
public entities that must nevertheless observeipatiin and competition requirements set
out in the EU directives (for instanéectricité de France SNCF Banque de Frangeetc.)®*

Public delegations are public contracts that cordar a public or private entity the
management and provision of a given public serfacea specific period. In this case, the
private beneficiary of the public delegation isdodirectly by the user and can receive the
total profit or losses of its activitytricto sensuthe administration is not purchasing a good
or a service in this case. It is a temporary pirsagion. For instance in 2010, about 90% of all
local transport has been delegated in Francettandhare has been stable since 1990. Three
large groups share most of the delegated manageaiewater in France (69% of the
distribution of drinking water): Vivendi, Suez aBduygues-Saur.

The third legal form of procurement is (public-@ig) partnership or PPRartenariat
public-privé) Partnership is relevant when the public enti{mntral or local government)
must bear fixed cost, for instance for importantestments. From 2005 to 2012, 104
contracts of PPP were signed in France for an atmafu@l0 billion which represented more
than 7% of total procurement. In case of PPP, tivage firm buys the infrastructure or builds
it at its own expenses. The public administratibant rents the buildings and pays a fee,
usually for 20 or 30 years. What are the advantagethis mechanism? For the local
authority, it can build the infrastructure withdabrrowing, which may be important, as the
law stipulates that a local authority cannot rusudget deficit (including the expenses for the
debt), and therefore introduces a strong incerttviemit public debt at local level: see also
below. As for the private firm, it can benefit frothe procurement of services (cleaning,
catering, etc.) without any competitive procedure.

Public Procurement in France: magnitude and evolati

Public Procurement, measured using data from théEational Accounts Database, based
on the System of National Accounts (SNA), is dalinas the sum of intermediate
consumption, gross fixed capital formation and abtiansfers in kind®> France has an
intermediate position in Europe with more or le&8o0lof procurement, between Sweden
(20% of GDP) and Italy (around 11%). Public procoeat has been rather stable in recent
years. It increased at the beginning of the pefroth 17% to 18.4% in 2009, but has
decreased since and again was approximately 1h92011. Hence, one can see no direct
impact of the economic crisis on the share of putlocurement in France.

% All contracts above € 4000 (for services) arejentbto publication modalities according to theuealand
object of the contract. Supplies and services, f@#0000 to €135,000 for the State and from €90,@00
€211,000 for local entities, and works from €90,805,270,000, must be published in tiBulletin officiel
d’annonces des marches publics in the“Journal d’annoncegégales. Supplies and services above €135,000
for the State and above €210,000 for territoridities and public works above €5,270,000 must bdiglied in
0JS / TED database.

% However, these data are not always clear abouyiuhbc procurement that comes from public entsgsiand
one can note some discrepancies between the twefigdepending on whether public enterprisesrenladed

in public procurement or not.
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Table 3: Public procurement in France (last quartéreach year, except 2011: third quarter)
Total public Procurement,

% of GDP
2007 16,9
2008 17,4
2009 18,4
2010 18,0
2011 17,9

A second measure is used by the European Commidsased on the total value of tenders
and the values of contract awards reported by c@snn a bottom-up analysis. The survey is
conducted annuallyQbservatoire économique de I'achat puhlitn 2010, 102,246 contracts
were signed for a total amount of €67.3 billion.n€al government purchased 60% of this
total amount (and 27% of the number of contracts).

What sectors are concerned? Construction and ra&dwepresent nearly half of total

procurement by local authorities and hospitalslofeéd by medical and pharmaceutical
material (13%) and sanitation. Repair and mainteaaarchitecture, and ICT represent each
3% of total local procurement. In contrast, congion represents only 13% of central

government procurement, whereas maintenance appates 15%. Safety and defence
equipment represents 21% of total procurement)@mdnore than 5%.

The General Review of Public Policies (RGPP), amiatstrative process that started in
2007, consists in a systematic search for cosinguttience, procurement could be used as a
means to reduce public expenses. However, in thee mecent period it appeared that
procurement did not always lead to a reductionxpeases, and one can observe a reverse
trend, for instance in Hospitals (cleaning). Thmesaeverse trend can be observed regarding
the delegation of public services and not onlyegmsents of the supply chain. For instance,
In some municipalities water provision has beemternalized. Since 2003, 7 local transport
networks in big municipalities have also been terimalized: they were previously
“delegated” to the private sector. Concerning wateany public reports criticized delegation
because of the oligopolistic structure of the markiee price of water increased with no
obvious improvement of quality. Lastly, the PPP gadure (partnership) was criticized
because even if PPP is less costly in the shorfteurent is cheaper than to buy) the total cost
could be higher in the longer run. A decrease isffibrm of procurement in the coming years
could be likely since the newly appointed governtmenlooking for other, less expensive
ways of procurement.

The potential impact of public procurement in terna§ employment and pay conditions

What happens to labour contracts when a publiocvdp#) organization becomes private
(public)?

First, when a private firm becomes pubticwhen a public service previously provided by a
private entity (through “delegation”) is interna and managed by a public administration,
employees basically have the right to retain tipegvious labour contract. The European
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regulation (n° 2001/23/CE) sets out this principte continuity meaning that the public
administration has to provide a comparable levelcampensation and labour rules and
respect the previous labour contract.

European regulation n° 77/187/CEE has been traedpogso French law (article L. 122-12,
Code du travail) and in common law by tBeur de Cassatiofi and theTribunal des conflits
(the jurisdiction that regulates conflicts betwegnivate and public entitiesy. Moreover,
according to this article, L. 122-12, does not gaveght to become a civil servant, but only to
benefit from a contract comparable to the previmues concerning the terms and conditions of
employment. More recently, legislation adopted @02 (Article 20, law of the 26 July 2005)
stated that the public administration can choosertipose a contract under public law
(contrat de droit publit to employees previously employed in the privageter but could
also give them civil servant stattfsln other terms, to become a civil servant, onethago
through and succeed in the competitive examination.

It is significant for our research that an interredrganisation is not subject to this European
regulation: for instance when public employeestdintdfm Central Public ServiceCPS) to
Local Public Servicel(PS), the local authorities have no specific obligatio

What happens the other way round, when public enyges are transferred to a private
firm? It depends if public employees are civil servamtaon-civil servants.

Non-statutory workers are protected by the TUPRilegn. When a public administration
needs to outsource an activity, the private firmsmaoffer to contractual (non-statutory)
employees a labour contract similar to that inrtipeevious employment (law of 3 August
2009). In practice, in the procurement procedune, public administration can ask for a
“reprise du personnklthat is the hiring of previously public emplogeevho then must sign

a contract under private law.

The issue is more complicated concerning civil aets, since a private firm can only hire
under private labour law and since civil servargsnot be easily fired and have the right to
keep their public status. These employees mustiliagmo leave the public administration
which otherwise has to propose an alternative igtidistorically, when a public enterprise
has been privatized, its employees have kept fireirious public contracts under a specific
law modifying their status. This was for instanhe tase when telecommunications activity,
which was an administration of the Ministry of Rds$ervices and Telecommunications, was
privatized to become France Telecom.

In practice there are formal ways for the civilveerts to work for a private firm without
losing their status. Statutory public employeegmithoose to work for the private firm but
keep their public statusiétachement which means that they can return at some paoitteé

% Cass. soc., 7 oct. 1992, SA Cie eaux et Ozonass.Goc., 25 June 2002, AGS Paris ¢/ H.

37T, confl., 19 Jan. 2004, D. and a. ¢/ Cne Sairar@nd.

% When a private firm has a contraatélegatio to provide a public service, its employees canbet
considered as civil servants (T. confl., 15 JarQ72@C3589, A. ¢/ Sté Direction constructions nasade Etat).
The private sector enterprise can only have a labontract ¢ontrat de droit prive Indeed, a common law in
2004 @rrét du Conseil d'EtatLamblin”, 22 October 2004) modified the common laBetkani” that previously
stated that all agents providing public service banefit from labour contracts regulated by adntiatare law
(contrat de droit publig
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future to their previousorpsand administration if they want, and they stilhbgt from their
seniority advancement and pension rights in thelipugervice during the period of
détachementThey can also leave their public status undedtiponibilité procedure which
allows them to quit and then return to the pubticaistration five or even ten years later.
However, in this latter case, they do not benefinf seniority advancement during the
period.

Note that a law in 2008 introduced a breach in the status of statutonjipmployees: a
public administration can force a civil service doyee to be reassigned to another service or
administration if their competence is no longer degk typically after a procurement
procedure(Statut général, Titre Il, art. 44 bis)rhis major modification has not yet been
observed in practice.

3 aw n° 2009-972 n° 1, art. 7. — D. n° 2010-1402Nbv. 2010 Journal Officiel 16 November 2010
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Part two: A focus on sub-central government public service and the
case studies of two municipalities

6. An overview of local public services and choice of the two cases

6.1. An overview of local public services (LPS)

There are three main levels of sub-central govemimée “Regional councils”Gonseils
Régionaukx at the regional level (France is divided in 23ioas in 2012); the “General
councils” at thedépartementevel (101 in 2012), and the municipalities atdblevel (about
36,700 in 2012). Other entities could be mentionedch as the “community of
municipalities”, which mutualise some activitiesafgroup of municipalities on a voluntary
basis (such as public transport, and water praviémw instance). Overall, there are 43,600
public entities which are part of th€S, almost 80% of them have less than 20 employees.

Following several waves of decentralisation, thegeaof competencies of these entities (in
particular the Regional Councils and the Generahcis) has expanded notably during the
past 30 years. But it should be noted that whilestnod the administrative staff of schools
have been transferred td’S, teachers are still employees of {G€S (i.e. the Ministry of
Education),

An important wave of decentralisation took placgha mid-2000s, with a large transfer of
staff romCPS employers td.PS employers: about 128 000 employees (full-time eajent)
were transferred. The employees (most of them afik servants working in elementary
schools) could choose between keeping their cureemployment and pay conditions, or
being integrated into the employment and pay systetineir new employer (while remaining
civil servants), with, in some cases, some adaptatiMost of them chose the second option,
which appeared more favourable. Overall, the nunatbeemployees inLPS has increased
notably between the end of the 1990s and the @6<(Table 4).

It is worth noting that more than 76% aPS employees were members of the lowest
occupational category (“C”) at the end of 2009, achnhigher share than @PS andHPS
(respectively 21% and 49%).

Even if in 1984 a law tended to reduce the diffeesnbetween the status of three branches of
public services (i.eCPS LPS andHPS), the employment and pay systemL#S retains
some important specificities, concerning recruitmerobility and careers, and wage fixing.

While the CPS is the best illustration of a “career based sy&tehe LPS also has many
features of a “position based systen®PS civil servants are recruited through selective
“competitive examinations”cpncour$ at national level, when selected for eofps, the
laureates usually choose among a list of vacaragesrding to their rank in the competitive
examinatiorf’ and the administrations in which the vacanciesopened have no influence

40| e. the first laureate chooses the first, thensticond, then the third....
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over which laureate will be allocated to them.Ha tase oEPS, local administrations have a
wider margin of manoeuvre concerning recruitment.

Table 4: Employment in the sub-central Public Smsi(LPS)

Level / public entities Number of employees at the end of | Increase in the total number of

(number in France) 2010 employees (1998-2010)
including job transfers
Regional level “Regional 79,700 +739 %

Councils” (22)

“Départemeritlevel /
“General Councils” (101) 291,500 +81 %
and public establishments

Local level / Municipalities
and other entities (about 1,368,600 +30 %
36,700) and public
establishments

Total 1,812
Share of non-civil servantsl9.7%
Share of womer60.4% +43%
Share of A occupational categoB4%
Share of B occupational categoihyB.0%
Share of C occupational categors.1%

First, they can recruit civil servants in the loweategories without opening a competitive
examination. Second, for the other occupations,patitive examinations are also opened,
but once selected the laureates are not autonigticéégrated in theFonction Publique
Instead, they have to find an open vacancy in al ladministration. The obligation for these
local administrations is to choose among the laaseaf the competitive examination. For
specific jobs, they are also allowed to recruit 4conl servants, usually on a three-year,
fixed-term contract that can be renewed. Concerthieg human resource policy, while local
authorities do have some autonomy, they have feeeommon rules, and are controlled by
local structures, theCentres de GestidnThese play a crucial role in organising compeit
examinations for recruitment, in organising the rhgbof workers between different local
entities (municipalitiesConseils Générauand Conseils Régionagxin training policies and
in structuring social dialogue. Overall, théS employment system is based on a subtle
balance between the necessary autonomy of lochbatigs (which have their own elected
“government”) and some common rules. These rulegypafer to the general status of the
whole Fonction Publiqgugeand are partly more specific to thenction Publique Territoriale

This, in particular, applies to the pay systemoatl level (its main features are summarised
in Table 5. The very basic common rule is that, for a givecupational level, no public
employee inLPS should earn more (including all bonuses and pram)uthan a public
employee in theCPS. Other guideline rules concerning premiums andubesa (such as the
list of premiums, the maximum authorised amourg, ttaximum number of overtime hours
and their rate of pa$) are fixed at the national level. But local autkies, including at

“1 An employee cannot work more than 25 hours oftiwerper month.
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municipal level and operating within the framewaorfkthese common rules, have a relatively
wide margin of manoeuvre for choosing the bonusesiplement and for fixing their levels.

Table 5: The basic features of the pay system & LP

Central state regulation and national rules Pay scales for the base wage of the different
occupations.

Basic rule: the total compensation of a public
employee in thd.PS cannot be superior to the total
compensation of a public employee in tbESin the
same (or equivalent) occupation.

General guidelines for the fixing of bonuses and
premiums.

Some control on the overall evolution of the tqtal
wage bill, and on some ratios such as the shatieeqf
wage bill in operational budget expenses.

Local level (regional, “general” or city councils) Important autonomy in the fixing of bonuses gnd
premiums, and their allocation among employees,
below the maximum allowed.

Important autonomy in the fixing of the compensatjo
of non-civil servants.

Fixes the promotion rate and the list of employees
eligible for promotions.

Collective bargaining and the role of unions Collective bargaining (without formal collective
agreement) at the local level concerns training;kwp
conditions etc. but not on base wage. Unions may
have some influence on the bonus and premium
system, depending on their bargaining power.

The issue of externalisation is complex. It depemnishe local history and political choices.

It may be noted that to prevent outsourcing, mamwigipalities have chosen to mutualise
some activities in order to share the costs. Theptexity results mainly from the fact that

the frontier between “public” and “private” entiegs somewhat blurred, especially at the
municipal level,

First, there is a wide range of “semi-public (oms@rivate)” entities funded and controlled
by local authorities which can deliver some pulsievice activities, mainly utilities (local
transport, waste, water, etc.). The most mixed tyjperganisational forms are ttf8ociétés
d’Economie Mixte(SEM), with both public and private sharehold®rénother example of
such entities are th8ociétés Publiqgues LocaléSPLs), a new legal status created in 2010.
These are entirely owned by public entities (asteao entities). A key difference with the
SEMsis that theSPLsare (under some conditions) considered as in-hensges according

to the EU laws on competition, and therefore traall@uthority can outsource an activity to
an SPL without being obliged to use a tender. But the mmm feature is that in botBEMs
andSPLs, employees are under private labour law: i.e/ #re not public employees.

“2 Local authorities and associations of such autlesrhold a majority of the share capital. They niedd over
half the capital of the SEM, and vote in the delitwe bodies up to a limit of 85% of that capital.second
group, constituted by shareholders other than lagtiorities and by at least one private entitydfi@a minority
of the capital, which cannot be less than 15%.
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Second, non-profit organisations (the so-calsdociationy which also recruit employees
under private labour law, sometimes play an impuartale at local level, for example in the
delivery of small child or elderly care, schoolateld and other social activities. These
activities can be considered as both complementsabstitutes of services provided by local
authorities. Thesassociationsare therefore often heavily publicly subsidisetecatly by
local authorities, or indirectly by tax credits tbeir users.

Overall, there are a lot of entities which are pt#dly strong vectors of “internal
externalisation” (see Section 5.1), that is, a ma@m to externalise some public activities
without using the simple procurement procedure \{gttitirely) private providers. However,
often the aim of using such entities is not to costs, especially in the case of semi-public
companies. Instead, they are used to obtain mexébility, including in some cases to pay
higher wages than in the public service in ordeattmact skilled and competent employees.

Of course, procurement of local government senvikes private sector providers also exists,
and is in fact quite widespread for some activisash as local transport, water and waste
(see Section 5.2). Cutting costs and improvingonaity in service delivery are the usual two
motives for procurement. As mentioned above, “dodiamping” strategies of private
providers are harder to implement in the Frenchieodrbecause of both the relatively high
level of the statutory minimum wage and the rekgivstrict regulations of procurement.
Nevertheless, outsourcing may be used by publimsemployers directly or indirectly as a
“discipline device” to bargain over wages and piduty.” The case of the waste collectors
in Paris provides a striking illustration (Jaaida@ary-Bobo, 2008), even if it is specific, as
the municipality of Paris has more autonomy tharepimunicipalities concerning its wage
policy. The municipality began to outsource wasikection in part, during the early 1980s.
The number of strikes among the remaining publtaseworkers fell dramatically in the
following years. Also, while the starting total cpemsation of public employees collecting
waste was 46% higher than the SMIC in 1978, theemdiftial had fallen to only 10%, 25
years later (2003).

Nevertheless, themeems to broevidence to suggest thaereis anytrend towards
increasing externalisation through procurementti@ncontrary, as previously stated, in some
activities like water provision, the trend seemsb&the reverse: an increasing number of
large municipalities have decided to “re-interr&lisFor water provision, as with other
utilities, the private providers’ market is highdligopolistic, inducing negative consequences
in terms of price and quality.

6.2. Introducing the two municipalities of the case  study **

In order to illustrate the mechanisms and trendssemted in Part 1, we chose two
municipalities MunA and MunB) that have similarities and differences concerntingir
main characteristics, in order to control for sdianeors that may impact on municipal policy.
The two case studies are relatively contrastinigims of their pay systems and procurement

“3 The case studies presented here are based ompti-tiéerviews (up to 3 hours in some cases) with 1
managers, unionists, employees and members of timécipal councils, as well as on documents providgd
these persons.
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policies, as we discuss below. Tabl@r@sents a summary of the key characteristics ef th
two municipalities.

MunA is located in the suburbs b@nlieu€) of Paris. It is quite big (about 100,000
inhabitants), and its population has got some gtiuerticularities: young inhabitants (50%
are less than 30 years old), rather poor (the geenausehold income level is less than 50%
of the average income in thie-de-Franceregion), with a high proportion of immigrants (no
data available). In comparisoMunB may appear more as an “average” municipalitytss i
population is more representative of the whole €nepopulation, both in terms of age
structure and sociological features. While middbeeh persons / middle-income households
dominate, there are also some low income househ@ldbl immigrants) concentrated in
some neighbourhoods.

Table 6: Overview of the two municipalities

MunA MunB
Population Size 100,000 60,000
Main population characteristics Young Balanced demographic structurs,
Low income Mainly middle and upper middle
Immigrants class
Location and relations with Suburbs of Paris Outskirts of a large city (>200,000
other municipalities Member of a “community of inhabitants)
municipalities” Member of a “community of
municipalities”
Economic activity Manufacturing and service Very few manufacturing activitieg
activities and some service activities
Tax resources Not bad Limited
Public services High demand for social serviceg High demand fdtucal and
leisure activities
Current budget situation No need for budget consolidation Some budget catetadn in the
near future

There is some similarity in terms of location: battunicipalities are in the suburbs or
outskirts of a big city. They are members of a “camity of municipalities” (respectively
ComA and ComB), which includes a big city in the case MuUnB. A “community of
municipalities” is an institutional entity (i.e. thi its own public employees) created by a
group of municipalities to mutualise some actidt{gike water supply, public transportation
etc.). ComA is constituted by 8 municipalities (i.e. about B8 inhabitants), whereas 27
municipalities take part ifomB (more than 500,000 inhabitants).

But the contrast is important, most notably thdedihg economic activity and the resulting
financial circumstances. To oversimplify, one cowldmmarize it by stating that if the
population is poor inMunA, tax resources are relatively high as compared with
municipalities of the same size, whereas it is #ydbe reverse foMunB. This apparent
paradox results from the fact that in France, &sources at local level depend mainly on the
business activity located in the municipalityunA benefits for its economic activity from its
proximity to Paris.MunB is a pleasant city to live in (in particular wighlow density of
construction and a lot of nature) but with few Ingsises (especially in the manufacturing
sector), while two public hospitals (which do n@ypax to the municipality) are the main
employers.
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The structural constraints on the public expensg®/el in the two municipalities, from the
socio-demographic characteristics of their popafatiMun A faces a strong demand in terms
of social allowances and services. The populatias increased by about 20% in the past
decade. As the population is rather young and dfiam ethnic minorities, the birth rate is
high, and the municipality has had to open sevem elementary schools during the past
decade. As the population is poor, the municipalitys four municipal medical centres:
France’s national social insurance covering onlst pé the expenses of these centres. In
MunB, where the population is stable, the demand coscenore cultural and leisure
activities (sports infrastructures, subsidies fdtural activities).

Until now, the two municipalities have not facedyaeriously difficult financial situations,
and have not been forced to implement any (strbngyet consolidation: bdMlunB may be
forced to increase the taxes on households indheng years to maintain a balanced budget.
Overall, the two municipalities are seeking to tithie increase in public spending.
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7. The pay system and pay practices in the two muni  cipalities

7.1. An overview of human resources characteristics and issues in the two

municipalities

Table 7 draws the broad picture of human resouircgbe two municipalities. About two
thirds of employees are women in the two municifj in which about 45% of the
workforce does not benefit from the civil servidatss. As for the other municipalities,
permanent employees are largely classified in thweest skilled category (“C”), which
represents respectively 73% and 81% of permaneffiistMunA andMunB.

The high average length of service of employeestdulee age structure has been raised as an
issue, especially iMun A, because of the high labour costs induced by theisgnbased
system. In both municipalities, this also raisesssue in terms of motivation, in particular
among the “C” category employees, as many of thewelreached the top level of their
grade.

Table 7: Human resources in the two municipaliiea glance (2009 for MunA and 2010 for
MunB)

MunA MunB
Total number of employees 3126 1535
Permanent employees (% of total) /dhare 2222 (71%) B8 987 (64.3%) /709
of women
- “A” category 215 (9.7%) B8 99 (10%) / 5%
- “B” category” 327 (14.7%) §0%] 85 (9%) / p7A4
- “C” category 1680 (75.6%) [13%] 803 (81%) /72
Employment status (% of total) / ghare of
womerj

- civil servants
- hon-civil servants permanent
- non-civil servants temporary

1731 (55%) [68%]
491(16% ) [69%]
904 (29%) [68%]

845 (55%) / $9%
142 (9%) / 73%
548 (36%) / N.A]

Evolution in the number of employees
(2005-2010)

- civil servants -1,7% About 0.4% annual increase (
- non-civil servant permanent N.A permanent employees
- non-civil servant temporary N.A
Age structure of permanent employees
-< 30 13.3%
- 30-45 12.7%
- 45-55 } 58.8 37.6%
- over 55(over 50 for MunA) 27 9% 35.3%
14.4%
Labour turn-over (permanent employees) N.A 11%
Absenteeism N.A 7.7%

7.2. Some differences in municipalities’ wage polic

ies

MunA: Maintaining the main features of the traditinal pay system

=

In response to the political choices of the murlip and the resistance of unions, the
general pay policy oMunA is characterised by two main features: a focudown paid
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categories, and the reluctance to introduce indalidation, performance pay and other
elements of “new public management”.

Concerning the low paid occupations (“C” categomyle municipality uses its margin of
manoeuvre (see also Table 6 above for the genetak)rto do as much as it can:
implementing fast track seniority-based advancenmmmthe base wage (also to compensate
for the flattening of wage careers for these caiegpsee Section 2.2 above), and a quite
generous system of bonuses and premiums as wkihger holidays (see also below). But
conversely, in comparison with other municipaliteesl LPS administrations, the amount of
bonuses and premiums is not very high for manafj&'scategory), and the municipality
reports problems in attracting them.

The system of premiums is based on the base wadge siceach occupational category. For
instance, for the lowest grade of thaajoints administratifs(employees of the “C” category)

it amounted to €239 (gross) a month in 2012. Ondbphese premiums, come different
compensating bonuses for: working outdoors, dealingctly with the population, working
weekends or nights etc., which are not based dividual activity but linked to an
occupation), eté* There is also a lump-sum €1,000 annual premiumafiothe employees
(i.e. including the non-civil servants, which istnine case for the other bonuses and
premiums). Overall, the bonuses and premiums reptesetween 20% and 30% of total
compensation.

Employees also benefit from a generous system yd dd and holidays: 60 days a year (i.e.
twelve weeks), and one week in addition after 2&ry®f service.

There is no performance-related pay system. Incuéat, the new PFR frime de fonction et
de performance see Section 2.1 above) has not been implemeetezh for managers. As
the director of the municipal administration stateslating pay to performance is against our
culturé€’. Three years ago a new performance assessmeteirsysas introduced, with an
annual appraisal between the employee and his/arager. The employee is supposed to be
awarded a grade (10, 14 or 18 out of 20) after ssudision with his/her manager, and
according to the grading, his/her bonuses can béyx25% and up to 100% if he/she gets
less than 14. But this almost never happen, asadfy more than 90% of employees are
graded 18, and almost nobody receives a 10. lldhalso be noted that there is no wage
penalty for absenteeism.

Managers acknowledge the incentive issue they fabis is all the more important since
many employees have reached the highest pay levkeéir category, and feel very frustrated
because of the stagnation of their remuneration.tryao compensate for the latter, the
municipality is currently thinking of introducingew fringe benefits for its employees, such
as a complementary health system, an allowancehitr care, etc.

MunB: Rationalizing the pay system to promote maguity and efficiency

MunB decided to rationalize its pay system in the baigigp of the 2000s. The reform was
implemented in two steps (2002 and 2006), and wdsnded to non-civil servants. It

“ For instance, all the municipal employees workimgarks receive the same “weekend” bonus, whattheer
actual number of weekends they have worked duhiagronth.
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consisted of harmonizing and simplifying the syst#rbonuses and premiums by introducing
a common scale in which all the different occupagicould be graded. The objective was to
promote the transparency and equity concerningctheria of the fixing of bonuses and
premiums, but also to facilitate horizontal mokilat each skill levet®> Six occupational
group levels were defined, according mainly tolthesl of responsibility (management), and
for each group level a given amount of bonuses @ethiums was fixed, applying to all
employees of the corresponding group level (sé@abie 7).

Table 7. Scale of monthly (gross) premiums in M(2{BL.2), according to the occupational
group level

Level 1 €269

Level 2 €345

Level 3 €420

Level 4 €497 (if the employee is member of the “B” category
€576 (if the employer is member of the “A” categor

Level 5 €795

Level 6 €1200 (higher for specific occupations)

The introduction of the new system was contestednapy employees of the “C” category
and the municipality had to cope with a significatiike in 2006. The reason was that
initially managers wanted to harmonize the amod@ith® premiums at level 1 (that covers the
majority of employees) by increasing all the exigtpremiums to the maximum value set at
this level at that time (i.e. €150). But those vateady earned this amount considered it was
unfair, and that even if they did not lose outlis@ute terms, they were losing out in relative
terms. The municipality finally decided to increadee unified amount to €250 for all
employees at Level 1. This induced a substant@tase in the total wage bill (an increase of
12.1% between 2006 and 200®junB could afford it, according to the Human Resource
Manager because it had created less jobs than cabipanunicipalities in the region during
the previous decade. This suggests there has bé&sastan implicit wage/employment trade-
off.*® Indeed, during the 2005-2010 period, the averagei@ increase in the number of
employees was limited to 0.4%.

At the end of 2012, the lowest starting compengafijmonthly base wage plus €269
premium) amounted to €1,691 (without taking intcamt the annual premium see below),
which was higher than the first 3 months startingges of teachers (see above). The
harmonized Level 1 premium represents 16% of {wag| or 19% of the base wadé)As in
Mun A, specific bonuses come on top of these premiunrswibrking weekends etc.) The
amount of the premium is relatively high compared¢dmparable municipalities in the area

5 In the previous system, since bonuses and premiuers mainly attached to the occupation, changing
occupation may induce a loss in compensation.

6 Because of a very cautious policy (in terms ofru#ment among other thingsMunB had a budgetary
surplus in the mid-2000s and a debt almost redtmertro. The pressure (both from the unions anewifg
parties) to spend more, and in particular, to iaseethe compensation of municipal employees, hackfibre
become very strong.

4" The share in compensation of wage and premiuthigiger for higher skilled / higher paid occupationp to

the equivalent of 50% of the base wage for soménergs, for instance, to make these jobs moreciteain

the labour market.
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(where it ranges from €38 to €112 for the lowesidgs). The system of indexation also
favours the lowest paid, as every year the totallarhof premiums (that is, of all employees)
is indexed to inflation, but the corresponding ease is divided by the number of employees
and each employee therefore receives the same aifasua fixed cash amount) of premium
increase. In other words, the lower the level of, ghae higher the increase in percentage. In
common withMunA (and partly for the same reason, namely, the stfamgration of a
relatively flat wage career), priority is also giv@ere to the least paid employé&ghe
premium is even higher for the lowest paidMun A (€269 compared to €250), but the
number of days-off and holidays is lowerNMun B than inMun A (33 compared to 60, see
above).

The annual premium is paid on top of total compgosawhich is a lump-sum (€1,338 in

MunA, in 2012). The premium is the same amount forrajpleyees. But it can be reduced in
case of absenteeism. To cope with the latter, eifsperemium has also been introduced. It
amounts to €23.30 a month, and it is lost after fiays-off for sick leave. According to the

HRM, it has had a sizeable impact on the duraticsiak leave.

Like MunA, MunB has been so far very reluctant to introduce the Pfemium, because of
lack of adequate assessment tools according téiRM, but also because of the political
opposition by the city council.

For equity reasons, both the bonuses and premiystsns (as mentioned above), but also the
“individual guarantee for purchasing power” (GIPAsee section 2.1) applies to non-civil
servants.

Concerning industrial relations, like in all the mmipalities, there is no formal collective
bargaining on wages. But as for other sensitiveeissa committee composed of members of
the city council, HRM and employee representatieets frequently for discussions.

8 As inMunA , the fast-track seniority-based increase is atgriémented.
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8. Externalisation and procurement in the two munic ipalities

Table 8 provides an overview concerning outsourcangd procurement in the two
municipalities. Note that since each municipaléya member of a wider “community of
municipalities”, some activities have been mutwlisvith other municipalities, introducing a
higher decision level.

Table 8: Externalisation in the two municipalities

MunA MunB
Decision level In-house / extern. | Decision level In-house / extern.
Local transport | Region Ext. (state-owned | Community of  Ext. (private
company) municipalities company) but in
discussion to be re-
internalised
Water Region and Ext. (public Community of  Ext. (private
Community of company) municipalities company) but in
municipalities discussion to be re-
internalised
Waste Community of Ext. (private Community of  In-house
municipalities company) municipalities
Cleaning Municipality Mainly in-house, Municipality In-house
but some

externalisation
(private company)

Early child/ Municipality In-house for early | Municipality In-house, but also
Elderly care child care, but also non-profit and privatg
non-profit and providers
private providers
School catering | Municipality In-house Municipality Ext. (semi-public
local company (SEM
up to August 2012,

private company
since Sept. 2012)

Municipal Municipality Yes Municipality Yes / and some

Police? / externalisation for the

security security of public
buildings

8.1. MunA: externalisation “at the margin”

In the case oMunA, as for almost all the municipalities of the Piarsarea, some activities
have been transferred to entities at regional Jewelparticular public transportation (the
RATP, which is a state-owned company, is in chahgeParis metro, the buses as well as
some local trains) and water (also provided bylaipentity).

Waste has been transferred to the “community ofiamadities” (ComA) in which MunA
participatesComA has decided to outsource it to a private company.
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As for activities that depend on the municipal leer the same ideological reasons
mentioned abovelMunA, at first sight is very attached to the traditioffaublic Service”
culture, anda priori is very reluctant about any form of externalisatend privatisation.
Nevertheless, some forms of externalisation hakentaplace in recent years, and our
interview data suggest the pressure is growingrfore. The two factors that in some cases
constitute a strong incentive to externalise aee Itk of quality of some of the services
provided and the high cost: the two issues illustgathe potential drawbacks and limits of
the traditional public service system. Another matiion has been to outsource some
activities to reallocate the corresponding wagktbwards the recruitment of new employees
with specific skills. But this strategy has strdimgits, because if (civil servant) employees do
not accept to be “outsourced”, the municipality lka&eep them and reassign them to other
activities

The result is a lack of quality, at least partlyedio limited HR incentive tools. In some

services, absenteeism is high and overall prodixctiow. As for the high labour costs, these
are a consequence not only of the generous contpemsgstem described above, but also of
workforce ageing with a seniority-based pay system.

In recent years, some cleaning activity has bedroauced to a private company. Quality
issues were at stake here. Even if few jobs wereawmed (about 5), and if the public
employees were reallocated to other services inntlaicipality, the measure was quite
symbolic and was opposed by the unions.

Another interesting example is the outsourcing & tmunicipal swimming pool. As
absenteeism was high and opening hours quite @reatiecision to reallocate employees to
other services and outsource the activity appetseddunA managers as the only way to
maintain the provision of the service.

A decision to outsource simply to cut costs is pe@d by MunA managers as a less
legitimate motive as the municipality could be am=ul by unions of acting like the private
sector. As a consequence, to date very few aetvihave been externalised. But the
opportunity to externalise early child care to costs was under discussion at the time of this
case study, albeit not yet on the agenda. The isasgemained very sensitive, for political
reasons.

This case also suggests it is easier to “outsourt&it activities. For example, the

municipality, in association with local public haug companies and an association of local
storekeepers, has created a new public entity fayminight mediators”, workers who have

the responsibility of reducing insecurity at nigiwven though 85% of the funding for this

entity comes from the municipality, its employees amployed under private labour law (in

other words, they are not public sector employees).

Overall, outsourcing and procurement remains veaygmal as well as “at the margin” in
MunA. If, for pragmatic reasons, senior managers ofntli@icipal administration believe it
should be extended, there is still a strong reha#adrom both unions and many members of
the city council.
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8.2. Between externalisation and re-internalisation : the case of MunB
An overview

The case ofMunB is far more distinctive in terms of the approadken towards
externalisation. The issue was in discussion (amdetimes much debated) with regard to
several service activities at the time this cagdystvas undertaken, with projects (or even on-
going processes) of re-internalisation. But a palairly interesting point is that the terms and
conditions of employment of employees was a ciitielement in distinguishing and
explaining the positions of the different actoryadlved, namely, the municipality (or the
community of municipalitie€omB), the private providers, and the workers and theions.

Like many other large municipalitieJunB has retained in-house certain important social
services through itsCentre Communal d’Action Social@CCAS), which is a public
establishment with budgetary autonomy, though pietiels directly on the municipality for its
funding and employees who are for mostly municgral servants. As pointed out above, in
this sector the interactions with non-profit orgations are important and they therefore have
representatives on the board of the CCAS. Servgresided include elderly care (60
employees) and early child care (also around 60@yaps). There has been some discussion
in the city council about the opportunity to extdise (at least part of) elderly care, but so far
no decision had been taken. Conversely, in receatsy some re-internalisation of child care
services has taken place, involving integrationsofme non-profit day-nurseries into the
CCAS.

The municipality externalisedchool cateringn 1992. The decision was taken after a very
negative inspection report on health and safety.aAmsajor investment was required to
improve standards, and as the municipality budget tight, the newly elected city council
decided to create Bociété d’Economie Mixi@ SEM, see Section 6.1 above), headed by one
deputy-mayor. It would have the authority to borravoney and to build and run a new
catering facility (designed as a central kitchentf@ whole municipality}? About 20 public
employees were transferred to this new entity. Ttlerefore became employees under
private law, but they kept their existing employmand pay conditions (witde factovery
high employment protection), and overtime their ragreased even faster than pay in the
municipality: in 2012, their pay was about 10% legkthan the pay of equivalent employees
in the municipality.

In 2012, at the end of the procurement contrddtinB managers did consider re-

internalisation for a while, but this option fourdtle support (including among the

employees, because they feared they would loserimst of pay conditions, see also Box 3
below) and finally a new call for tender was laved¢hThe incumbent SEM was among the
applicants, but a private company was chosen idstBao main rationales underpinned the
decision. First, the private company promised astauttial improvement in service quality.

Second, it committed itself to maintain levels af@oyment and pay conditions. Moreover,
employees were given the guarantee they would edrdnsferred to another entity of the
company outsid&unB.

9 The SEM also runs the municipal aquatic leisurgregthat was created the same year.
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More than half of the municipal services MunB were transferred to the community of
municipalities ComB), when the community was created in the late 19@0ansferred
services included local transport, water and waste.

Local transport (mainly buses and tramways, with about 2,500 epgds full-time
equivalent) have been continuously provided by imapg company during the past three
decades and have established a reputation of pngwvidlatively good conditions of work and
pay, as well as fostering strong unions. Stillr¢hlave been important developments since
the mid-2000s. In 2008, with the renewal of thecprement contracComB selected a new
firm for the 2009-2014 period, henceforth refertecas companyiraB. It appears that this
company had developed something of a negative agpnf at least among some unions, for
its behaviour in other local government contrattsother municipalities;TraB had been
quite aggressive by denouncing the legality of tagscompany agreements when taking up
the procurement contract. In response to the aeced the end of 2008 to award the contract
to TraB, therefore, the public transport employees wenstake (with a record mobilisation
rate of almost 99% employees according to the @w)jand unions went to see the president
and the council members G@omB to express their opposition and fears. As a re3udiB
committed itself to maintaining the existing emptont and pay conditions during the whole
life of the six-year contract: i.e. until 2014.

According to the unions, this agreement was redfitigood in comparison with other local
transport companies, including other subsidiariesST@aB, because in many respects the
existing company level agreements were much mareufable than the industry collective
agreements. For example, the starting base wagebusf conductors in 2012 was
approximately 27% higher than the one set by tbasiry collective agreement, amounting to
around €1,870 (gross): i.e. higher than the s@rbase wage of a secondary education
teacher. Also, seniority-based wage increasesai@B( years, whereas usually, in the private
sector, the seniority premium (when it still app)iestops increasing after 15-17 years of
tenure. The base wage is topped up by an anneatipm (the so-called “18month”)
coupled with a “holiday premium”, the combinatiohtbe two amounting to about €2,000 a
year. There were also night premiums, such thairawctor, on average could make up to
about an extra €200 monthly. Employees were paid/fhours and 36 minutes each day,
whatever their actual working time. But accordimgltaB managers, actual daily working
time was, on average, only 5 hours and 14 mintit@sigh this figure was contested by the
unions. Concerning days-off, employees benefiteaimfrl3 extra days off since the
implementation of the “35 hours a week” law, on tfpthe statutory annual 5 weeks paid
leave>®

According to the unions, a&aB was not able to suppress or modify substantiakysting
conditions, it reacted by work intensification, all as demanding more and more
multitasking and multi-skilling, with a resultingedradation of working conditions. It should
be noted that this is quite a common pattern inFtteach context where (permanent) workers
are relatively well protected in terms of job seétyuand pay, but with often a counterpart in
terms of bad working conditions (Caroli and Gau2i@)8).

*0|.e., as in many companies, instead of working t@sa weekly basis, they had more days-off.
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The case ofvater supplywas quite similar. Water was provided and distebduby a large
private companyWatB). According to (young) workers we interviewed, ganditions were
relatively good. A young blue collar could earntopabout €2,200 as a monthly gross wage:
the level a teacher in secondary education ca#dh only after 10 years of service. This is
because on top of base wage (about €1,600 grosthiylpremployees earn many bonuses
and premiums, such as the ™@onth”, and the profit sharing wage premium (theiealent

of a monthly wage), as well as some specific corsgténg premiums, etc. They also benefit
from the company’s complementary health care @ad,from other advantages, provided by
the Works CouncilQomité d’Entreprisgof WatB: for example a €800 “Christmas bonus” if
they have children, two extra monthly salarieh#yt get married during the year, one extra
month salary when having a first child (1.5 for #ezond child, and 2 for the third child). The
only issue the two blue-collar workers we interveelxcomplained about was that they could
not benefit from paid overtime hours, as overtimars had to be compensated by extra days
off. According to them, this was not the case i@ sluibcontractors th&VatB intensely used
for the maintenance of the water network, and asomsequence, they knew (young)
colleagues that preferred to work in the subcotitrgcompanies rather than\katB.

As for waste servicescollection was still an in-house activity and abh all employees
employed byComB had civil service status. Wages were low, withr@sg monthly starting
wage of €1,426 and a maximum wage of €1,643 fosqrex with 22 years experience and
over, in 2012. But weekly hours are relatively $si{as employees can go home as soon they
have finished collection, whatever the durationtte collection), and work productivity is
rather low. Absenteeism, moreover, is high, esfigcturing certain periods (the hunting
season for instance). In the older generation, neamgloyees had a second job, which was
less the case among younger workers.

Re-internalisation: the issues at stake (and sonaeguloxes?)

As indicated in Table 9 above, the tendenciviumB andComB was to re-internalise some
activities.

In MunB, as mentioned above, the decision to re-intemmatibool cateringvas discussed in
2012 but many employees working for the privatet@eprovider were reluctant, as they
thought they could lose in terms of their prospeftis pay progression and career
development, as well as other benefits: see also Bmn the general conditions of re-
internalisation. As noted, their current wage wadeed about 10% higher than the wage of
public employees dflunB in similar occupations.

Box 3. Some implications of re-internalisation éonployees

According to the law, when a company is integrabet the public service, the (permanent)
employees cannot become civil servants directlgy(timve to go through a formal selection process to
do so). But they can benefit from an open-endedraonunder public law. Their wage is maintained
at the same level: i.e. taking into account totahpensation (all wages and bonuses included) they
received the year before the integration. This rméamparticular that if in that year their profitaging
bonus was low, they have a wage penalty for thieofdbeir career.

But the employees lose two complementary fringeebenthat may be particularly important,
depending on the company: 1) the company complememtealth care; 2) all the fringe benefits
provided by the Works Council of the company.
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The valuation of the length of service is also mpartant issue. Up to 2005, new entrants from the
private sector started from zero, whatever theigtle of service in the previous firm. To understand
the consequences in terms of wage career, letkaesthee example of a secretary who would be
integrated from a private firm and classified ie #djoint administrativepublic employee category.
Suppose her gross monthly compensation is €1,58@0¢corresponds to a pay level between pay levels
PL (échelon¥ 8 and 9 in thexdjoint administratifpay scale. Using the fast track, it takes 16 yeérs
service for a new entrant to reach PL9. This meaatsduring the period (i.e. 16 years), the wage of
the new entrant should be frozen at €1,500€ (+athrual across-the-board wage increases). Since
2005, up to half of the length of service in thaievious company of new entrants (in an open-ended
contract) coming from the private sector can berttakto account. In our example, if the secretay h
10 years of service, she will have to wait “onlyI’ §ears before getting a new seniority-based wage
increase.

Recently, before we undertook our case st@tynB revealed its intention to re-internalise
both water and local transport in the coming years.

Forlocal transport the re-internalisation decision (in 2014) is tbsult of a complex process.
Three parallel committees were constituted to cobidence and to make recommendations;
the first was constituted by members of tbemB elected council, the second by users of
local transport and the third @gsociationsUnions fromTraB, among others, were invited
to give evidence, and some of them, but not aljued intensively in favour of the
reintegration. This was followed by a vote in theurcil of ComB in favour of re-
internalisation (for reasons of costs, quality amadtking conditions, but ideological positions
also played a role), but without deciding aboutrtiaalities. And this was a key issue. Some
council members (from leftwing parties) were indav of a “total” reintegration: that is, the
company would become a departmeniCaimB, and the (permanent) employees would all
become public employees (on open-ended contrdtheugh not civil servants: see Box 3).
Other council members (including some represerdatof leftwing parties) favoured another
solution: the creation of a specific public estsiininent, using the recently created legal status
of Local Public CompanySociété Publique Locgleor SPL. The argument was that this
would have two advantages: 1) under some condjteam$&PL was considered asiathouse
entity, and therefore not covered by the EU contipetilaws on services, S6omB would
have kept total control over the activity, withdnging obliged to make regular tenders; and 2)
the SPL employees were working under private law.

In other words, this alternative option would haestablished a kind of “external
internalisation”, to avoid, in particular, integrag highly unionised employees, with a strong
tradition of social mobilisation. As suggested, soonions were strongly in favour of re-
internalisation as they hoped all the existing atlvges (in particular concerning pay) would
be maintained, and that the pressure on work iiftegison and working conditions would be
reduced (given perceptions that the public employeuld supposedly be more “worker
friendly”). But other unions were more scepticababthe consequences of integration into
ComB. They feared a progressive harmonization ovetdhg run with the employment and
pay conditions of the other public employee€omB, which were much less favourable. As
for the SPL option, there were doubts about whetlemot the new company would offer
better conditions tharaB. Overall, union officials thought that because tbhé tight
budgetary situationComB had no room for manoeuvre to improve or even raainthe
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existing employment and pay conditions of locahs@ort employees. Eventually, another
paradox was thafraB managers were not completely opposed to re-irlisatian. They
perceived that it might open up an opportunity ttee outsourcing of the management of
human resources (especially of bus conductorsyjrigdraB to take control of the rest of
the service activity of transport (the infrastruetuthe organisation of the lines and the
maintenance of the network).

The case of thavater supply and waste watasystemhad some similarities with local
transport. The intention to re-internalise in 20485 been announced, but with no formal
decision taken so far. Some employees (in particthe@ two young blue collars we
interviewed) were reluctant to be integrated ifte public service. As we have seen above,
their current employment and pay conditions welatikely favourable, and they feared they
would lose some of the fringe benefits they havé/atB, in particular the ones provided by
the Works Council (see also Box 3).
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9. Summary of findings and concluding remarks

Even if the French Public Service has undergoneoitapt changes during the recent years,
there has been no general trend so far towards iouggay and major downsizing or
externalisation through procurement.

Concerning pay, the “across-the board” wage poli@gsed on the fixing of the value of the
“index point” of the wage grid of thEonction Publiquehas tended to play a lesser role, but
the trend had started in the beginning of the 1980d therefore is not new. Wage policy is
now more targeted at specific categories, accordingheir bargaining power, also in
connection with the issue of attractiveness (siucfoanurses or teachers, for instance), and
tries to remunerate better individual competenaigs results. An important structural reform
in the recent years has been attempted with theodaction on the “Function and
Performance Based PremiunPrime the Fonction et de Résultat - PFR/hich is another
step towards the individualisation of wage fixingevertheless, three years after it was
introduced, the implementation of the PFR has reathilimited mainly to top managers.
Overall, for most public employees, the basic pples of the pay system have remained
unchanged: the base wage is fixed according topthe scale of thecorps and grade
Seniority still plays a very important role in cling the ladders of the pay scale (including
for promotions to another grade), and on top okbsage come statutory (i.e. not based on
individual merit nor results) premiums and bonu3dwse bonuses and premiums may differ
notably betweercorps and administrations, and for instance between anetities, as we
have seen in our case studies.

Overall, because of automatic wage increases dusendrity and promotions and also
compensating measures that were adopted, mostbiit mmployees have not undergone a
loss in purchasing power in the past 5 years. ba@e overall inequalities (for instance
measured by the inter-decile ratios) seem to hawmined stable (or even slightly decreased),
and the share of low wage workers has also declidedertheless, the decrease in real terms
of the “index point”, in addition to the indexatiari the base minimum wage in the Public
Service to the legal national minimum wage (SMI@3 had several consequences in terms of
wage differentials. At low pay level, it inducednege compression between employees of
different lengths of tenure (i.e. the base wageratn years of tenure is now about 2.5%
higher than the starting wage in the less-skillecupations, whereas the differential amounts
to more than 60% in high-skilled occupations). Butthe same time, the starting wage of
many skilled occupations has decreased notablyeah terms, reducing the gap with the
starting wage of the low-skilled occupations, bigoainducing increasing inequalities
between cohorts in a given occupation: a new entrda these occupations in 2010 earns
more or less 10% less in real terms than an enirar2000, ten years before). Now,
employees recruited in the “B” category (i.e. wahhigh-school diploma dbaccalauréa
earn only slightly more than the minimum wage, jlils¢ those without any diplomas (the
“C” category).

These trends, which are invisible at the macrol)Jedevalue the public service, and raise
issues in terms of motivation (at all pay levelsit lespecially at low pay levels), and
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attractiveness (in particular for high-skilled opations). We have seen in our case studies
that both issues were raised, but as more than gi%heir employees are in low skilled
occupations (“C”), the wage policies in the two nuipalities were in particular targeted at
low paid employees. These policies tried to comaenpartially for the consequences of the
flattening of wage profiles and the limited poskiieis of promotions, by several means such
as: fast track advancement for all employees, Ihegiels of bonuses and premiums, new
fringes benefits, etc. But these policies have dadst, and may have played as an incentive
for procurement in some cases.

Concerning the externalisation of public servicavaes, we may conclude from our study
that procurement is not a big issue in France. dlbgence of a general increasing trend
towards procurement is confirmed in our two casdiss. In the first one (MunA), it remains
very limited (also for political reasons), eventliere has been some externalisation at the
margin in the recent years, for both reasons discasd quality of the service provided. In the
second municipality (MunB), it is more widespredujt there is some tendency to re-
internalise, and, overall, the approach is quisgpratic. The two cases were also interesting
in showing that the employment and pay conditiohgraployees were not systematically
worst in the private provider firms (pay tendedrete be higher in some activities like water
provision). This was because of the protectivesuégulating procurement and the transfer of
employees, but also because of political concemnd,the fact that these issues are taken into
account by the local authorities.

The French specificity is maybe more about “interesternalisation”: that is, trying to
increase flexibility by circumventing the rules thie public service system sometimes at the
expense of employment and pay conditions, but metgiservices within the perimeter of
“Public Service”, or at its margins. A first way &xhieve this is to recruit non-civil servant
employees. Indeed their number has increased inettent years, but unions remain highly
opposed to this trend. New legislation was adopie2D12 which should reduce the number
of fixed term contracts, and many temporary workeh®uld get access to permanent
contracts, but not necessarily to civil servantustalt may be recalled that in the past, there
have been several waves dtularisation” (i.e. the transformation of non-civil servantgan
civil servants), even under conservative governsieAtsecond way is to give increasing
autonomy to public entities which may benefit fratarogation to standard practices (in
particular for the recruitment of non-civil servantand to increase at the same time
budgetary pressure on them. Local authorities, iangarticular municipalities, can create
several types of semi-public (semi-private) erdgitiender their control (such as theciétés
d’économie mixtgswhich themselves employ non-civil servants, aiich therefore have a
large autonomy in fixing pay and other employmeonditions. Even in the case of re-
internalisation, some municipalities (such as MupBgfer to use such entities — a sort of
“external (re-) internalisation”.

Overall, the main changes that may affect the teamd conditions of employment in
forthcoming years are likely to take place withie public sector, with an increasing number
of public employees who are not covered by civilaat status.
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