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Preface

he Social Policy Lectures are endowed by the ILO’s Nobel Peace

Prize of 1969 and dedicated to the memory of David A. Morse,
the first post-war Director-General of the Organization. The lectures are
held every second year in one of the world’s major universities and they
have three main objectives. The first is to stimulate the interest of grad-
uate and post-graduate students in international social policy; the second
Is to promote academic work in areas of concern to the ILO; the third is
to encourage dialogue between the academic community on the one
hand and policy makers, business and labour on the other.

The Sixth Nobel Peace Prize Social Policy Lectures were given in
Tokyo from 1 to 3 December 2003. Professor Ronald Dore, Associate
Researcher at the London School of Economics, delivered the series,
which was organized in collaboration with the University of Tokyo and
the ILO Office in Japan. The theme of the lectures was New forms and
meanings of work in an increasingly globalized world. Ronald Dore, a
Fellow of the British Academy and an Honorary Foreign Fellow of both
the Japanese Academy and the American Academy of Arts and Sciences,
is renowned for his pioneering work, analysing the transformation of
labour markets in Japan and other industrial societies. The venue was
Sanjo Hall, Hongo Campus of the University of Tokyo.

The University of Tokyo took the initiative of holding an interna-
tional symposium in connection with the Social Policy Lectures. Six lead-
ing academics from Japan and other countries were invited to attend the
lectures as well as to lead panel discussions during the symposium.
Prominent members of the academic community, diplomatic corps,
international organizations and the media along with leading members
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of the ILO tripartite constituency in Japan participated in the lectures
and panel discussions. In addition, more than fifty graduate students
from the Faculty of Social Sciences and Law at the University of Tokyo
attended the lectures and the symposia.

The lectures and symposia were held in four separate sessions,
devoted to the following topics: (i) The pains and rewards of work in the
twenty-first century; (ii) The concrete meanings of labour market flexi-
bility; (iii) The direction of social change and (iv) Global markets and
national employment systems. A detailed agenda of the lectures, sym-
posia and roundtable appears in Appendix I, and short biographical
sketches of the participants are given in Appendix II.

The lectures by Professor Dore drew attention to a perceived trend
in industrial societies towards a rising tolerance of inequalities. Global-
ization has always been associated with the rise of “market individualism”
and a polarization of the workforce. As the pace of globalization has
accelerated in recent years, the outcome has been rising inequality within
labour markets. Quite significantly, this is accompanied by a rising
tolerance of inequality, notably among the industrialized societies. The
lectures discussed whether this trend could be reversed through national
economic and social policies. Even in an era of globalized markets, each
country can still initiate a range of independent policy choices; the
reach and effectiveness of these choices, however, tend to be circum-
scribed by the economic and cultural hegemony of industrially advanced
economies.

The Dore lectures in their original form have already been pub-
lished by the International Institute for Labour Studies under the title
New forms and meanings of work in an increasingly globalized world. The
editors of the present volume have pleasure in bringing out a sequel to
the above mentioned publication, which in addition to the lectures also
includes the papers and proceedings of several symposia and a roundtable
held in connection with the lectures. This volume is brought out as a
joint publication of the University of Tokyo, the International Institute
for Labour Studies in Geneva and the ILO Office in Tokyo, all involved
in organizing the lectures and symposia.

The volume consists of chapters corresponding to the themes of the
lectures, symposia and roundtable. Each chapter opens with a lecture by
Professor Dore and is followed by papers contributed by the panellists
and commentators for that particular session.
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Preface

Chapter one: The pains and rewards of work in the twenty-first cen-
tury presents the introductory lecture, where Professor Dore surveys
emerging changes in the world of work. These result from globalization
and technological innovations, especially in the advanced industrial
economies which face a compelling need to raise productivity and to
catch up with intensified world competition. The environment in which
they operate is marked by an ideological shift to neo-liberal economic
policies and flexible labour market policies. The shift has resulted in a
conspicuous rise of market individualism and a sharper polarization of
the workforce. More disturbingly, those workers crowding at the lower
end of labour markets are exposed to the perils of longer working hours
and an unequal distribution of job opportunities.

Chapter two includes the second lecture: The concrete meanings of
labour market flexibility, and the papers of a symposium held after the lec-
ture. Professor Dore believes that the current paradigm of labour flexi-
bility, extolled even by some of the centre-left governments of Europe,
has been compelled by the dictates of the market, which makes it essen-
tial to optimize the allocation of labour as economies undergo modern-
ization and structural change. These governments are even inclined to
undermine the traditional approach of trade unions to the use of work-
place controls. The pursuit of policies for enhancing flexibility is now
shaping human resources inside and outside the firms into the mould of
a core-periphery relationship. The cost of maintaining a high-perform-
ing workforce inside the firm is often borne by the peripheral workers,
who are employed under precarious conditions. This tendency, driven by
the new managerial philosophy of maximizing shareholder value, is
sharpening existing income inequalities in industrial societies. It is a
socially disruptive force with potentially damaging consequences.

The panellists explored different dimensions of flexibility, and
offered additional explanations for the diffusion of flexible labour prac-
tices among the industrial economies. In particular, they drew attention
to the employers’ concern for rapid adjustment of their workforce in the
event of an adverse demand shock, their wish to screen workers carefully
before hiring, and their desire to reduce the costs of long-term unem-
ployment compensation and benefits. It was also pointed out that the
trend towards flexibility is not uniform across the world, and that posi-
tive efforts have been made to render work flexibility more socially sus-
tainable. Attention was also drawn to the need for policies to minimize
the adverse impact of non-standard employment on vulnerable workers,
in particular, on women.

Vii
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In Chapter three: The direction of social change, Professor Dore first
examines the causes of a recent shift in societal values from the traditional
ideal of solidarity towards greater individual economic freedom. He
believes there have been some changes in the criteria for fairness. An
alarming observation is the widely perceived trend towards an increased
acceptance of income inequalities within contemporary societies. The
panellists analysed the implications of rising inequalities for the lives of
individual workers and their families. Their main focus was on how
national legal systems can rise to the challenge of dealing with the emerg-
ing situation. They emphasized the need to strike an appropriate balance
between the competing interests of society, to restrain market forces, and
to give priority to the preservation of social justice. A lively discussion
and a stimulating exchange of views from the floor took place during this
symposium.

Chapter four: Global markets and national employment systems
includes the final lecture of the series along with the papers on that topic
which were given at the symposium. Professor Dore goes into important
dimensions of globalization, such as the rise of rapid and cheaper means
of communication, which are having a visible effect on the growth of
markets and on the social behaviour of countries; the rise of a transna-
tional élite among workers, having only a weak sense of solidarity and
fellow-citizenship; and the problem of dealing with the cultural hege-
mony of leading industrial powers in an increasingly inter-dependent
world. Can the European social model provide an effective answer to
these new challenges, and also serve as a role model for countries coming
under the spell of globalization? Can the institutions for social policy and
labour law effectively cope with the problems being posed by rapid
changes in national labour markets? These were some of the questions
discussed at length during the symposium.

Chapter five: Summary of the discussion reviews the proceedings of
a roundtable held at the end of the lectures. Three international guests —
Professor Manfred Weiss, Dr. Susan N. Houseman and Professor Ann
Numbhauser-Henning — were requested to summarize the discussions that
took place in each symposium. The roundtable was also attended by three
representatives of the Government, employers’ and workers’ organiza-
tions in Japan, who took the opportunity to discuss the industrial rela-
tions system and the future of employment and social policy in their
country. The session ended with the concluding remarks and a vote of
thanks by Professor Kazuo Sugeno.

viii
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The editors of this volume wish to express their sincere apprecia-
tion of the valuable support and cooperation they received from a
number of colleagues from the University of Tokyo, the International
Institute for Labour Studies and the ILO Office in Japan. It was their
dedication and tireless efforts which made the Social Policy Lectures and
the related symposia a memorable event. We are proud to note that the
convention has greatly contributed to enhancing the image of the ILO
amidst the academic and policy communities of Japan. The editors would
also like to acknowledge the valuable support given by the diplomatic
community of Tokyo, particularly by the Royal Norwegian Embassy, in
organizing the Sixth ILO Nobel Peace Prize Lectures.

Jean-Pierre Laviec, Mitsuko Horiuchi,  Professor Kazuo Sugeno,
Director a. i., Director, Professor Emeritus,
International Institute  ILO, Japan Faculty of Law

for Labour Studies, University of Tokyo

Geneva
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Chapter |
Lecture 1. The pains and rewards
of work in the twenty-first century

Ronald Dore

hese lectures commemorate the award to the ILO of the Nobel

Peace Prize in 1969. The award was a fitting tribute to one of the
oldest of the UN agencies for a half-century of efforts to promote peace
by reducing conflict, and to reduce conflict by tackling the causes of con-
flict, both within and between countries. In receiving the prize in 1969,
Director-General David Morse quoted from the section of the Versailles
Treaty which had provided the ILO with its charter a half-century earlier.

Conditions of labour exist involving such injustice, hardship and priva-
tion to large numbers of people as to produce unrest so great that the peace
and harmony of the world are imperilled.

There will be a good deal in what follows about the mixture of
motives that go into moulding the laws and norms that govern work and
employment, and that phrase encapsulates a range of such motives. There
Is indignation — anger at what is perceived as injustice. There is pity
— purely altruistic sympathy for the hardship of others. There is charity —
the desire to cure privation. And there is self-interest — your unrest threat-
ens my peace.

In 1919 when those words were written, the threat to peace that the
authors most probably had in mind was a renewal of war among the states

1
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gathered together in Versailles. And, indeed, the accusation of social
dumping, the charge that hardship and privation among Japanese work-
ers threatened the Western powers with unfair competition, played a not
inconsiderable part in the events which led to the spread of the Second
World War to the Pacific. Today, after September 11th , we have a
broader definition of what constitutes a threat to peace in our more glob-
alized and vastly more technically sophisticated world where the unrest
which injustice and hardship bring is magnified by global television.
Today, the terrorism which kills innocents directly, and far more inno-
cents indirectly in the wars which follow, is no longer a matter of Arch-
dukes and lone Serbian nationalists.

The award of the peace prize to the ILO in 1969 came at the end
of what the United Nations called the Development Decade, a decade of
great optimism when so many former colonies became independent
states. It was a time when development economists were confidently
charting the courses, and marking out the stages,* by which they could
become rich independent states. The Pearson report, suggesting a target
of 0.7 per cent of GNP for rich country aid to the developing nations,
was published in 1969. In his acceptance speech, David Morse dwelt on
the World Employment Programme which signalled a major shift in the
ILO’s focus, away from promoting common standards and acceptable
mechanisms for resolving industrial conflicts in rich countries to aiding
in the economic and social development of what was then coming to be
called the Third World.

It is obvious in retrospect that it was rivalry between the First and
Second Worlds which accounted for much of the attention and aid which
the developing world received in that and subsequent decades. Since the
cold war phase of that rivalry ended, the world has become a much less
optimistic and a much less generous place. The volume of political
speeches deploring the fact that over a billion of the world’s population
lack clean water or live on less than a dollar a day may be on the increase,
especially since the first dramatic siege of the rich world’s conclaves by
the anti-globalizers took place in Seattle five years ago. But we also hear
more about donor fatigue. The aid budgets of the rich world continue to
shrink. They also become increasingly concentrated on areas where the

! One of the most influential texts, W.W.Rostow: The stages of economic growth: A non-communist
manifesto (Cambridge, CUP) was first published in 1960.

2
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unrest which human misery produces seems a direct threat to the inter-
ests and security of the rich world. In the mixture of altruism and self-
interest noted earlier, it is the forces of self-interest which seem to be
gaining ground.

In the ILO’ work today, that mixture of altruistic concern and self-
interest is most poignantly acute in the issues surrounding what the ILO
calls “core labour standards”, known in the WTO context as the “social
clause”. The last lecture will have something to say about that, but the
main the focus here will be on trends of change in the advanced indus-
trial countries. These changes relate to globalization, but they relate even
more directly to the accumulation of technical knowledge which has
made globalization possible. For most of the last six centuries, since the
first big advances in ocean navigation, the world has seen creeping glob-
alization. In recent years it has accelerated to the point that sometimes it
seems as if social scientists can talk of nothing else.

Various Utopias

Our globalized world is anything but the peaceful place which the
committee awarding peace prizes seeks to promote. But peace remains a
potent symbol of benign aspirations, productive of utopian visions of a
world of amicable coexistence in which zero-sum games are always
resolved with smiles and mutual consideration. And if the absence of con-
flict is one defining characteristic of many Utopias, so too is the absence
of work or labour.? For Anglophones “toil and strife” go readily together
as a cliché summary of the chief ills that human flesh is heir to. As in the
old sea shanty: “It’s a damned hard life/of toil and strife/that we whale-
men undergo”.®

Most Utopias, to be sure, do not abolish work, they merely trans-
form its nature. One of the most famous formulations is that of Karl

2 Reflection on the fact that the International Labour Office is called the Bureau International du
Travail recalls those writers in English who try to make elaborate distinctions between just two categories of
“labour” and “work”. (e.g., Hannah Arendt: The human condition, 1958 quoted in Keith Grint: The sociol-
ogy of work, Cambridge, Polity Press, 1991). The fact that there is no similar pairing for “travail” or that Japan-
ese cuts the conceptual area in quite different ways with rodo, kinro, hataraki, kasegi, etc., shows up the
parochial nature of such debates.

¢ As in many other industries, the toil of whaling has been much reduced, but the international strife
surrounding it has greatly increased, a paradigm, perhaps, of a general evolutionary trend in which the major
locus of mankind’s problems shifts from the physical to the social.
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Marx. In the realm of necessity which mankind has hitherto inhabited,
the division of labour is imposed by society. A man “is a hunter, a fisher-
man, a herdsman or a literary critic, and he must remain so if he does not
want to lose his means of livelihood.” But with communism, men were
to enter the realm of freedom, “making it possible for me to do one thing
today and another tomorrow, to hunt in the morning, fish in the after-
noon, breed cattle in the evening, criticize after dinner, just as I like, with-
out ever becoming a hunter, a fisherman, a herdsman or a critic”.*

Marx may have had an exaggerated opinion of his polyvalent skills,
but it is not entirely clear that he really believed himself to be predicting
the future state of mankind.

However, another famous economist, making what seems to us
today like a Utopian prediction, clearly did. Three-quarters of a century
ago, Keynes, in what his biographer has called “the most eloquent expres-
sion of his Utopianism™,® wrote an essay first published in the year after
the great Wall Street crash. It is included in his collected works under the
title: The economic possibilities for our grandchildren. In it he spoke of the
enormous benefits which technical progress would bring. By the end of
the century, he forecast, we should all be working something like five
hours a week.

How different is the result — in two respects. The richest, most
technologically advanced society on earth, the United States, is also the
society where annual hours of work are among the longest, for some cat-
egories of workers a good deal longer than they were when Keynes wrote.
In continental Europe where the preference for leisure has proved
stronger, French ministers have recently called for the abolition of a
national holiday in order to increase annual work hours, and German
employers are agitating for a shift back from the 35 to the 38-hour week.
In both cases the argument is that national competitiveness demands it.

Who now remembers Japan’s government-backed drive to reduce
the working week of the 1980s, culminating in the reduction of the stan-
dard working week to 40 hours in 1988? Though justified on quality-of-
life grounds, it was largely prompted by the need to counter American

* The German ideology,1846, translation as quoted in Keith Thomas: The Oxford book of work,
Oxford, OUR1999, p. 515.

5 Robert Skidelsky: John Maynard Keynes: The economist as saviour, 1920-1937, London, Macmillan,
1992, p. 234.
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arguments in trade talks that excessive work gave Japan an unfair advan-
tage which justified trade discrimination. Nowadays, in spite of unprece-
dented unemployment and much talk of work sharing, maximizing the
contribution of talented workers seems a more important element in
national competitiveness. Overtime shows a secular increase, much of it,
apparently, unpaid. ¢ Japan’s labour standards inspectors launched a cam-
paign to stop unpaid overtime a couple of years ago, and ordered over
600 companies to pay more than 8 billion yen for overtime that was not
remunerated.’

The second failure of Keynes as prophet was this. He said that by
the end of the century we should all be working five hours a week.
Whether he assumed a more or less unchanged income distribution was
not clear,® but he did assume that the necessary work would be fairly
equally distributed. Instead, the typical pattern in most advanced indus-
trial societies is that there are lucky people and unlucky people. The lucky
ones, the most gifted 30 per cent or so of the population who acquire
skills in short supply, spend 60 or more hours a week at what society
counts as “work”, and is in reality an activity full of opportunities for
enjoyable problem-solving, self-expression, ego-assertion or whatever,
while another 30 per cent, the least lucky, or the least gifted with learn-
ing ability and energy, frequently do not work at all, as they move from
employment to unemployment, and back again, in a succession of jobs
which nobody would do except for the money.

And, as everyone knows, this lousy job/no job cycle is also a low
pay/no pay cycle.® The unequal and, it seems, increasingly unequal, dis-
tribution of work opportunity, is only a symptom of what, for many of
us in the advanced industrial societies, is the much more serious problem
of an increasingly unequal distribution of earnings per hour worked.

8 Suzuki, Fujikazu: “Sabisu-zangyou no jittai to roudou-kumiai no taio”(“Unpaid overtime: The facts
and unions’ policies for dealing with them™) Nihon rodo kennkyuu zasshi, No. 519, Oct. 2003.

7 JIL e-mail Newsletter, 17 Jan 2003.

¢ Skidelsky thinks he had in mind “an enlarged Bloomsbury at the top and bread and circuses for the
masses”, ibid., p. 237 (see footnote 5).

° Paul Gregg and Marco Leonardi: Wage and employment dynamics in the UK, 1978-1995, London,
Centre for Economic Performance, LSE, Working Paper No.1019.
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The agenda

That inequality issue we shall come to later. The first question
about work at the beginning of the twenty-first century is why there is
still so much of it about, what motivates it, what satisfactions people get
out of it: in short, what the title of these lectures calls the “meanings” of
work. The second question — for the next lecture — will be about flexibility,
and its consequences. How does one explain the generally acknowledged
trend for inequality — inequality of outcomes within one generation, and
as a consequence inequality of opportunity; inequality of life chances for
the next — to grow in almost all the advanced industrial societies? And in
the light of that probable explanation, there arises the third question: the
normative question, the justice question. How does one evaluate this
polarization in the nature, meaning and rewards for work? How do we
balance the greater freedom and well-being and self-fulfilment which the
modern world offers for some, against the greater constraints and limita-
tions of freedom for others? And what should be the role of national gov-
ernments in rebalancing those costs and benefits? Next comes an attempt
to situate these recent trends towards polarization in the more extended
context of two centuries of industrialization. Are they an extrapolation
and acceleration of those long-standing processes of social change which
nineteenth-century sociologists identified as the consequence of indus-
trialization and economic growth — those gradual processes of social
change which they summarized in such formulae as the shift from status
to contract, from community to association, or as a continuing process
of structural individuation and the concomitant growth of individual-
ism? Or are they, alternatively, not manifestations of irreversible secular
trends, but the more contingent consequences of political choices which
might conceivably be reversed? And my final question is this. Just sup-
pose that in some countries there were a consensus on the desirability and
feasibility of policies to reverse these trends by promoting greater equal-
ity and social solidarity sufficient for the appearance of governments
determined to pursue such policies. Has the global integration of the
world’s economies left national states so bereft of sovereign autonomy
that they would find it impossible to do so? Would it all depend on
whether there were a similar change of heart in the economic and cul-
tural hegemon, the United States?
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Work intensification

The first question, then, is why the enormous increase in produc-
tivity since Keynes wrote The economic possibilities for our grandchildren
has not resulted in a marked increase in leisure. The first and most obvi-
ous explanation is the endless escalation of wants. As levels of living rise,
standards of living rise too, even faster. What once were luxuries come to
be incorporated into the category of basic necessities. What once were
gadgets of limited usefulness, like telephones and e-mail become more
useful as more people have them and eventually not having them
becomes a mark of what we have come to call social exclusion. And con-
versely there is a proliferation of goods whose value to their owner
depends on how many other people don't have them — what Fred Hirsch
dubbed “positional goods”: luxuries which give satisfaction primarily in
their mere possession rather than in their use.** The capacity of product
development teams to devise ever more baroque elaborations of the
mobile phone, the capacity of marketing teams to create brands and to
make people feel that they must have them, has grown even faster than
productivity. The limitless generation of insatiable wants, the continuous
retranslation of concepts of utility, seems to be one parameter economists
can take for granted.

There is, to be sure, much discontent with this process. Denuncia-
tions of the consumer society abound. The advocacy of zero-growth
began in the 1970s, inspired by Malthusian concerns over the limits to
the earth’s physical resources. It was met with the argument that over the
last century technological innovation in agriculture had spectacularly dis-
proved Malthus’ pessimistic predictions about sustainability, and that
technology would do the same for us and our energy problems in future.
More recently, some Japanese economists have tackled the problem of
how to achieve a decent society in a zero growth steady state, largely as
an attempt to make a virtue out of necessity, given the perception that
the earlier sources of Japan’s once spectacular economic growth seem to
have been exhausted.*

But for all these expressions of value preferences, hardly anyone
doubts that in practice there is no way of preventing large-scale unem-

1 Fred Hirsch: Social limits to growth, London, Routledge and Kegan Paul, 1977.

it See, for example, Nakamura Yoichi: Zero seicho no Nihon keizai, Tokyo, Nihon Keizai Shinbun,
1999.
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ployment without growth, and no growth without the contribution to
aggregate demand of active, if not avid, consumers. One would never
guess it, watching the shops and shoppers of Tokyo, but sluggish con-
sumer demand has been a major contributor to — and some, like myself,
would argue the primary cause of — Japan’s deflationary stagnation.
Meanwhile, in America it is the contrasting exuberance of its consumers
which gives hope of recovery from the effects of the post-bubble reces-
sion. Indeed, as trade/GDP ratios increase, growth in the rest of the world
comes increasingly to depend on the propensity of Americans to consume
4 per cent more than they produce, and the willingness of those, partic-
ularly in Asia, who consume less than they produce, to finance that con-
sumption by investing their spare cash in America.

Some calculations made on British statistics for the century 1881
to 1980, showed a fairly consistent long-term trend for a reduction in
average lifetime work hours, i.e. an amalgam of shorter working weeks
and more annual holidays, as well as later entry to the labour force and
earlier retirement. The authors calculated that of the large increase in pro-
ductivity over that period, about one-third was absorbed in this decrease
in lifetime work hours, but about two-thirds by an increase in consump-
tion.2 One can do a simple calculation of the split in Japan, using aver-
age real wages per hour, and the average number of work hours per year
— of those, that is, whose work hours are counted and get into the statis-
tics, a category which does not include managers and the self-employed.*
It emerges that the Japanese took their rewards for the great rise in pro-
ductivity from 1975 to 1995, one-quarter in increased leisure and
three-quarters in increased consumption. However, there is no reason to
suppose that any of these historic ratios can be projected into the future.
One would expect the earnings/leisure trade-off to be rather different
when the average weekly working week falls to 35 or 40 hours, instead
of 60.

Juliet Schorr in her Overworked American talks of an “insidious
cycle of work and spend” brought by the consumerist treadmill and long
job hours. She attributes longer work hours partly to consumer ambitions
outstripping incomes, but also partly to the stagnation in hourly wages

2 Philip Armstrong: Technical change and reduction in life hours of work, London, Technical Change
Centre, Working paper, 1984. Bruce Williams: “Shorter hours — increased employment?” in Three Banks
Review, 1985.

2 Nitta, Michio: Henka no naka no koyo-shisutemu, Tokyo, Tokyo Daigaku UP, 2003, pp. 45-47.
# Schorr, J.: The overworked American, New York, Basic Books, 1992.
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in the American economy from the early 1970s. Longer hours and a
second income from a working spouse become the only way to maintain
expected living standards. Others have stressed the importance of emu-
lation, and suggest that the need for longer work hours to keep up with
the neighbours explains the strikingly high cross-country correlation
between work hours and income inequality — the more inequality, the
more hours worked, at least in manufacturing.

Certainly, in the United States, it is not just the badly paid who
work long hours. There is a positive correlation between pay levels and
hours worked. Those in the top quintile of the income distribution work
longer hours than those in the middle and those in the middle more than
those in the bottom quintile. As the poet Robert Frost is reputed to have
said: “by working faithfully for 8 hours a day you may eventually get to
be boss and work 12 hours a day”.* This is by no means the same every-
where. In Sweden, work hours are more or less the same at all pay levels.
Italy and Switzerland still show the pattern which half a century ago was
common in most industrial societies when the hired hands turned up at
the factory at 7 a.m., the clerical staff arrived at 9 and the managers at
9.30.% The poor still work more —when, that is to say, they can get a job.

The shift in priorities: Managers

So consumerism, unlimited wants, emulation and the readiness to
work long hours are one labour-supply-side reason for the lengthening
of work hours. But if that were the whole explanation there is no obvi-
ous reason why there should have been a widespread tendency for the
slow but steady fall in average work hours to be reversed in many coun-
tries in the early 1980s. Business cycle changes mask underlying trends,
but the figures for manufacturing work hours show that the reversal point
came in 1982 in the United Kingdom, a year later in the United States
and Canada, in 1985 in Italy, in 1988 in Norway and Sweden. Germany
continued to have falling hours until 1996, by which time Germans were

s Sam Bowles and Yonjin Park: Emulation, inequality and work hours: Was Throstein Veblen right?
Ambherst, U.Mass. Working paper, 2001. From data for various years from 10 countries, the simple correla-
tion was r=0.84.

s Michael White et al: “’High performance’ management practices, working hours and work-life bal-
ance”, in British Journal of Industrial Relations, 41, ii, June 2003, p. 175.

¥ Nathan Glazer: “On Americans and inequality” in Daedalus, Summer 2003, pp. 111-114.
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working 447 hours a year less than Americans, a big change from 1950
when they worked 380 hours more.*®

For an explanation of that point one has to turn not to the labour-
supply side but to the labour-demand side. The chief governing factor
was the intensification of competition, and the accompanying change in
managerial priorities and employment conventions. Again, this is a near-
universal trend in the industrial world, but it is the Anglo-Saxon
economies which have set the pace. The transformation of their eco-
nomic structure began in earnest in the lead Anglo-Saxon economies in
the early 1980s with the near simultaneous arrival in power of Ronald
Reagan and Margaret Thatcher. In the institutional dimension it achieved
its most sweeping and thorough-going character in New Zealand a
decade later. These were always the world’s most individualistic market-
driven economies, despite the United Kingdom’s post-war overlay of
collectivism. But the process of transformation which began in those
Anglo-Saxon economies in the 1980s today appears to be universal. |
stress “today”. My last lectures will dwell on whether it will still be so
tomorrow.

Itis a trend which seems universal, but still considerable differences
survive. The economies of countries where there is less faith in the
supreme value of competition and more stress on cooperation and con-
sensus, such as Japan, Germany, Sweden or the Netherlands — have been
variously described as the economies of Rhineland capitalism, non-lib-
eral capitalism, welfare capitalism or coordinated market economies.” In
such countries attachment to established institutions is still putting a
brake on this intensification of competition. But that resistance has been
markedly weakened over the last decade. Many of the things happening
today in Japan are mere replays of changes that took place in the Anglo-
Saxon economies 20 years earlier. The true believers in the virtues of com-
petition and flexible markets would say that these countries are just lag-
gards, lacking the political courage to face down vested interests and carry
out badly needed reforms. I prefer to avoid the value-loading of the word
“reform” and use neutral words like “change” or “transformation”. But,

8 Bowles and Park, op.cit. Statistics from the US Bureau of Labor (see footnote 15).

1 Respectively, Michel Albert: Capitalisme contre capitalisme, Paris, Editions Seuil, 1991, (Capital-
ism vs. Capitalism, London, Whurr, 1992); Wolfgang Streeck and Kozo Yamamura: The origins of nonliberal
capitalism, Ithaca, Cornell UP, 2001; Ronald Dore: Stock market capitalism, Welfare capitalism: Japan and Ger-
many vs. the Anglo-Saxons, Oxford, OUP, 2001; Peter A. Hall and David Soskice: Varieties of capialism: The
institutional foundations of comparative advantage, Oxford, OUP, 2001.
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belief in doctrine apart, the true believers’ faith in what might be called
the marathon view of history — the notion that, some in front, some lag-
ging behind, all the player countries are on the same track — would seem
to have some empirical justification. In Japan, at least — not so obviously
in continental Europe — belief in both the desirability and the inevitabil-
ity of following the Anglo-Saxon countries along the neo-liberal track has
gradually become the dominant doctrine in the economic bureaucracy
over the last decade, and in the Japanese Government since Mr. Koizumi
became prime minister.

But to get back to the intensification of competition, the factors
which brought it about are not difficult to list.

One major factor was the gradual establishment of neo-classical
economics as the hegemonic doctrine in policy-making circles.? Of par-
ticular importance were two elements of the market-liberal philosophy
with which it is intimately associated. First the view that efficiency is the
overwhelmingly dominant value and market competition the only sure
way of achieving it. Second, what has become known as the doctrine of
shareholder value; the normative view that the overwhelming imperative
for corporate managers is to maximize the returns to equity capital. As a
result the stock market has become ever more central to the working of
the economy, and movements of the stock market have acquired ever
more prominence in the news reported in newspapers and television.
Today, the American networks” hourly business news reports, heavily con-
centrated on stock exchange movements, are lapped up by the 45 per cent
of American households which directly own equity, and the many more
who do so indirectly through their pension funds.

And in parallel, in the minds of managers, the daily movement of
their company’s shares has acquired an ever greater salience, a tendency
vastly increased by the device of paying them in stock options, a con-
trivance deliberately introduced in order to align managers’ interests not
with those of their subordinate employees but with their shareholders.
Objectively — by which I mean in bottom-line terms — stock markets have
become important to firms less as a source of capital than as the ruler of
reputation. When a firm’s shareholders begin to desert and it fails to keep
up its stock price in relation to the industry average, it begins to suffer in

% The process by which this took place is well traced in D.Yergin and J. Stanislaw: The commanding
heights: The battle between government and the marketplace that is remaking the modern world, New York, Simon
and Schuster, 1998.
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its product markets as well, and in its ability to attract talented workers.
Its managers became more vulnerable to takeover.

The shift in priorities: Governments

The other source of intensifying competition was an increasing con-
cern of governments with national competitiveness. | can recall a time, in
the 1970s, when in the United Kingdom the concern was so limited that
there was no consensus as to whether the proper word was “competitive-
ness” or “competitivity”. What made it a central concern? First was the
improvement of statistical services, increasing confidence in measures of
output growth, increasing publicity given to league tables comparing
states’ relative growth rates, and the fact that increasing preoccupation
gave rise to further refinements in statistical reporting: quarterly not just
annual growth estimates, regular scheduled announcements of lead indi-
cators and so on.

Second, there was a change in the ordering of policy priorities.
Whereas full employment had been the dominant goal for most Western
governments, it began to fade in importance as it seemed more difficult
to achieve and to exact an ever higher cost in inflation. Low inflation and
economic growth became the new priorities. Politicians saw that employ-
ment figures did not win or lose elections. The unemployed were increas-
ingly, not a cross-section of the labour force, but an underclass who did
not vote anyway, whereas delivering high growth rates counted with the
voters who counted. It’s the economy, stupid.

The first result of the new preoccupation with national competi-
tiveness was the industrial policy phase, the fostering of national cham-
pions, the direction of credit to frontier industries, the subsidization of
R&D, the promotion of research consortia, the relaxation of competition
policy. Even the homeland of market liberalism, the United States vigor-
ously used its defence budget for this purpose and eventually overcame
its anti-trust tradition to create Sematech as a means of countering Japan’s
increasing success in electronics.

The beginning of this industrial policy phase, the late sixties and
seventies, coincided in the older industrial countries with the height of
trade union power, and of egalitarian concerns with welfare security. The
guarantees afforded by government backing, and trade union pressure for
job security, led on the one hand to a proliferation of government regu-

12



Lecture 1. The pains and rewards of work in the twenty-first century

lation of redundancy dismissals, and on the other to the most famous
jobs-for-life firms like IBM and Kodak acquiring ever greater prestige as
normative models, at least for the Anglophone world.? Efficiency-wage
theory and implicit-contract games theory became popular among labour
economists as a means of explaining such quasi-community-firm
employment practices — “explanation” for the true believers meaning, of
course, attributing such practices entirely to acceptable and respectable
motives of self-interest. At the beginning of the 1970s, and long before
the “learn from Japan” fashion hit the business schools, | was able to mar-
shal plenty of evidence to suggest that there were more signs of the United
Kingdom’s employment system endogenously evolving towards some-
thing like Japanese large-firm lifetime employment than of Japan becom-
ing more “modern”, using “modern” in the sense in which most Japanese
writers still at that time defined it; that is to say, more like the fluid labour
markets of the American textbooks. *

The subsequent retreat from industrial policy had many causes
besides the already-mentioned factor of the steady entrenchment in uni-
versities and bureaucracies of market-liberal philosophies. Disillusion
came in part with the realization that a general improvement in perform-
ance improves nobody’s competitiveness. If all athletes take drugs, you
need ever more drugs to win. Better try to ban drugs altogether. Level-
ling the playing field by banning government subsidies became a major
preoccupation in trade talks, and in the competition policies of the Euro-
pean Union in which four of the major industrial countries were
involved. Another factor was disillusion with the other arm of state inter-
vention in the economy, the attempt to counter the endemic problem of
inflation through social partnership and incomes policies. Corporatist
solutions may have worked, and still continue to work, in countries as
diverse as Ireland and Italy, but their manifest failure in some leading
economies, notably the United Kingdom, strengthened the hands of
those who advocated market solutions to the problem of controlling infla-
tion — strict control over the money supply and the curbing of trade
union power as a precondition for removing rigidities and bringing flex-
ibility to labour markets.

2t Thomas J.Peters and Robert H. Waterman Jr: In search of excellence: Lessons from Americas best-run
companies, New York, Warner Books, 1982.

2 Ronald Dore: British factory, Japanese factory, The origins of national diversity in industrial relations,
London, Allen and Unwin, 1973.
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Competition intensified

So began the deregulation of product, financial and labour markets,
injecting market competition into what had been regulated oligopolies
and public services. The deregulation intensifying domestic competition
coincided with accelerated globalization — lowered tariff barriers, cheap-
ening transport and information costs — which intensified international
competition too. And in the older industrial economies, a major factor
was the arrival of Japan as a competitor which had reached world-class
levels of technology while still enjoying the advantage of low wages. |
recall the CEO of a Phillips subsidiary in Britain commenting, in 1979,
after I had given a lecture on the Japanese community-like firm, “Phillips,
too, used to be a very Japanese sort of firm. Career employment, respect
for seniority, keeping redundant workers on the books, etc. And we had
the leeway to do it — until, that is, we had to meet Japanese competition.”

Managers, under greater pressure to survive the competition and to
keep up the value of their stock quotations, sought to pare their payrolls
to the bone, while cutting back on overheads. Getting more hours out of
already trained workers seemed better than bearing the costs of training
new ones. And along with the attempt to get more work hours per
employee went moves to get more work per work hour. “High perform-
ance management”# or raising productivity through more efficient uti-
lization of human resources is one way of describing it. Work intensifi-
cation is another. Jobs were redesigned to eliminate those wasted,
under-utilized moments which once left room for the occasional smoke
or sociable chat. Cost elimination became the name of the game. Amer-
ican business schools seized on Japanese quality circles as a wonderful
means of getting the workers themselves to devise ways of eliminating
those so-called wasted moments of relaxation. The business gurus in their
best-sellers did not always distinguish between stress-reducing and stress-
intensifying ways of improving efficiency, nor between what | would call
the difference between membership motivation and market motivation.
What | mean by that is the difference between managers who share with
their workers a sense of membership in a community-like firm and can
appeal to that sense of membership to motivate efforts to win market
share from their firm’s rivals, and, in contrast, managers who are dedi-

% Michael White et al., define it for survey purposes as using refined appraisal systems, group work-
ing and performance-related pay (see footnote 16).
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cated to increasing profits for their shareholders and can only manipulate
self-interested incentives — market motivations. For the latter, as Peter
Capelli has pointed out, that other much-touted feature of Japanese man-
agement, team-work, was also useful.? It was a way of evoking moral
obligation as a supplement to self-interest, particularly attractive since it
could be hailed as a move towards decentralized autonomy, liberation of
individuals’ urge to self-expression, etc. If membership motivation was
destroyed at the firm level, as firms became less and less like communi-
ties and more and more like the nexus of individualistic contracts that
neo-classical theorists say it should be, it could be partially recreated at
the grassroots team level. “Commitment” was now to the group of work
colleagues, and not letting them down could be a powerful motive for
not shirking.

The other side of the shift to reliance on market motivation was the
development of ever more sophisticated systems of performance pay and
performance measurement. The intensified concern with firms’ compet-
itive performance trickled down, as it were, to their personnel policies.
These changes in wage systems coincided with, and were accelerated by,
long-term shifts in social structure, particularly family structures. There
always was a strong functional complementarity between the breadwin-
ner-husband/full-time housewife model of the family on the one hand
and payment systems with a large element of reward for seniority on the
other, most clearly made explicit in the standard-worker concept used by
Japanese trade unions in wage bargaining. The feminist movement
demanding gender equality, plus declining fertility, and the general
increase in individualism as manifest in growing divorce rates, all served
to erode the normative power of that family model. At the same time the
shift from seniority career progression wage systems to performance-
based inter-personal competition made it more difficult to maintain that
model.

All these changes, prompted by the shift in management priorities,
were matched and supported by a shift in the priorities of government.
Labour protection legislation was steadily diluted, permitting easier
dismissal and greater use of temporary contracts, relaxing insurance obli-
gations, reducing the legal rights of trade unions, and impairing their
ability to strike.

2 Peter Capelli: The new deal at work, Boston, 2000, p. 218.
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The mechanisms by which these changes led to both work intensi-
fication and longer hours of work are fairly clear. There were both sticks
and carrots. The reduction in job security made workers at all levels more
vulnerable to pressure. New pay systems providing stronger incentives to
perform prompted worker’s readiness to stretch their capacities by taking
greater responsibilities involving extra work. And all this was especially
true for managers, professional and white collar workers who anyway had
the most challenging and interesting work and were most prone to
become compulsive workaholics.

It is small wonder that one of the latest hot topics in the so-called
HR field is the work/life balance. It is instructive to compare those dis-
cussions with the QWL movement, the Quality of Working Life move-
ment of the 1970s. Then, in what was still called the labour relations and
personnel management field, a prime concern was dealing with alien-
ation. A major impetus in the United States, where the movement largely
began, was the outbreak of strikes and sabotage at GM’s brand new Lord-
stown factory, in spite of ideal work conditions and the application of the
latest human relations theories. But the QWL movement soon faded. A
Swedish economist who served for a time as his country’s Minister of
Commerce summed it up somewhat cynically: when people are earning
enough to have all the nice sofas they want at home, they begin to want
sofas in the office too. The difference between QWL and the new con-
cern with the work/life balance is that QWL accepted the centrality of
work to the human condition. Work was expected, for men at least, to
be what Blauner called their central life interest. 2 Work/life balance talk,
on the other hand, accepts — most obviously for women whose problems
of combining work and career were the starting point of the whole dis-
cussion, but also for men — a sharp dichotomy. The American slang
admonition to the workaholic: “get a life” sums it up. The change in
assumptions about the centrality of work, I suspect, has a lot to do with
this intensification of work and its tendency to consume ever more hours
of the waking day. Even for those with the most intrinsically enjoyable
jobs, the word “work” suggests a source of stress from which everybody
needs adequate relief and relaxation.

% Blauner, R: Alienation and freedom: The factory worker and his industry, Chicago, Chicago U.P.
1964.
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The multiple forms of job satisfaction

But that, of course, does not make the difference between enjoyable
jobs and jobs that are mere drudgery any the less important. “Loving your
work” Primo Levi once said, “represents the best, the most concrete
approximation of happiness on earth”.? But, he added, unfortunately it
is the privilege of the few.

The title of these lectures promises talk of new meanings of work.
But most meanings of work are old meanings. One thinks of economists
as people who write about labour as a factor of production, but the clas-
sical economists were well aware of the human meanings of work. Adam
Smith, who analysed the efficiency of the division of labour in pin facto-
ries also talked about the soul-destroying drudgery of working in one,
how it induces a torpor of mind which makes people incapable “of con-
ceiving of any generous, noble or tender sentiment”. Mill’s chapter on
labour had a perceptive discussion of the way that convention and the
social standing of occupations impinged on both satisfactions and pay
differentials. Taussig, an economist in that tradition, offered an eloquent
classification of what he called the “sorts of labour, [which] though pur-
sued systematically and continuously, seem never to become weari-
some”.? There is “...intellectual labour, particularly of persons who are
engaged in the pursuit of knowledge and in the satisfaction of man’s insa-
tiable curiosity about the things that surround him” There are “persons
of artistic temperament [who] have often so strong an instinctive bent
toward one kind of activity that nothing can hold them from it and noth-
ing ever pall the pleasure of the exertion”. Then there are those occupa-
tions which satisfy “the instinct of emulation”. And then there is man-
agement: “work of leadership and command almost always is
continuously pleasurable. It satisfies the love of distinction and the desire
for domination, and it has a real or apparent element of freedom.”

The modern HR literature on job satisfaction could be trawled for
an endless elaboration of the different kinds of satisfaction which people
can get from work, but one is unlikely to find much mention of “the love
of distinction and the desire for domination.” Nor is one likely to find

% Levi, Primo (1978) La chiave a stella, tr. William Weaver: The wrench, London, Michael Joseph,
1984, quoted in Keith Thomas, op.cit., p. 144. (see footnote 4).

2 EW.Taussig, Principles of economics, 1911, quoted in Keith Thomas, op.cit., p. 168. (see foot-
note 4).
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much mention of that other element in the work of the growing number
of people engaged in financial markets, or at least those who are engaged
in the speculative trading of foreign exchange or the management of
hedge funds, namely gambler’s excitement. If not exactly what Taussig
had in mind as intellectual work, it is certainly work which requires the
exercise of a high level of intelligence which may in itself give satisfaction.
Already in the mid-1980s, when financial markets were far less devel-
oped, the Nobel Laureate Tobin wrote a forceful passage deploring the
fact that so many of his brightest students were attracted to them,? and
doubtless would have deplored the granting of a later Nobel prize for
work on the pricing of options, an essential tool in financial speculation.
But when even the best brains have absorbed all the information avail-
able, and quantified all the risks (by however dubious a formula), there
is still a large element of uncertainty to provide the spice of gambler’s
excitement, magnified by the often huge size of the possible gains and
losses. There is also, as the splendid book Liar’s poker® made clear, a
strong element of what Taussig called “emulation”. Your bets are placed
against those of known or unknown others; your gains are their losses as
directly as in a game of tennis.

The type of satisfaction it brings is one way of classifying the mean-
ings of work, with two main sub-categories — intrinsic rewards whose infi-
nite variety I have just been illustrating, and extrinsic rewards. Of these
there is less variety, money and fringe benefits being overwhelmingly the
most important. But there are also (a) sociability and the enjoyment of
work friendships, and (b) social prestige, ranging from celebrity fame to
a basic sense of inclusion, the satisfaction of not being one of an excluded,
and often workless, minority. It is worth adding that when I say “rang-
ing” 1 do indeed think of a continuum. I do not follow those who would
make a distinction between prestige and esteem. The prestige of the
celebrity on the one hand, and the boost to his local reputation of an
unemployed person who finally lands a job on the other, seem to me to
be in the same prestige dimension, just as much as the millions the
celebrity earns and the dole of the unemployed are in the same money
dimension.

% James Tobin: “On the efficiency of the financial system” in Politics for prosperity: Essays in a Keny-
nesian mode, Brighton, Wheatsheaf, 1987, p.282.

» Michael Lewis: Liar’s poker, London, Hodder and Stoughton, 1989.
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Social usefulness

But social prestige suggests another dimension, different from the
satisfaction dimension, for classifying work: namely degrees and forms of
social usefulness. In Italy the phrase “socially useful work” has acquired
an unsavoury taint since it was the name given to a make-work scheme,
introduced in the mid-1990s, which essentially offered the chance of paid
idleness, often to youths with the right political party connections. But
“how socially useful?” is still for me a relevant question to ask about work.
And it is certainly one prompted in my mind by the thought of all those
people mentioned earlier who toil so assiduously in foreign exchange
markets making speculative transactions amounting to over 200 times the
sum needed to settle international trade transactions. The proportion of
the population involved in these financial services may not have changed
much in number, but their take from national economies has grown
apace as has their political clout. No-one would write today, as Galbraith
did in 1967 about “the air of quaintness that attaches to the suggestion
that the United States is run from Wall Street”.* To take American sta-
tistics: in 1970, financial services took a fifth of total corporate profits.
By 2000, having shed a lot of routine clerical labour and acquired a lot
of very clever traders, not to mention Nobel-prize-winning mathemati-
cal geniuses, their share had increased to over a quarter.® It may well be
that the economic textbooks are right when they explain to adolescents
prone to moralistic indignation that speculation plays an essential part in
modern economies. Insurance hedges, and speculators’ revealed forecasts
of future prices may indeed be useful to those working in the real econ-
omy and producing the goods and services people directly enjoy. But I
find it hard to believe that those producers are really much better served
today than they were in 1970.

It is worth posing the question: as between the personal satisfaction
dimension and the social usefulness dimension, which is the more impor-
tant way of classifying work? In feudal societies, the dominant ideology
held that social usefulness was overwhelmingly the most important. In
what I would count as the most sophisticated feudal society the human

% J.G.Galbraith: The new industrial state, London, Hamish Hamilton, 1967, p. 58. An Italian com-
mentator on the Republican victory in governorship elections in Kentucky and Mississippi remarks, “The
class of investors are the ace up Bush’s sleeve; a new social stratum has been born whose sole creed is Wall
Street. The right is now a mass party.” Ennio Caretto, Correiere della Sera, 6 November 2003.

3t US National Accounts, Table 6.16.
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race has produced, namely Tokugawa Japan, many editions of the ele-
mentary school text book, the Teikin Orai, began with wood-block illus-
trations of the four orders of society. There was the samurai whose con-
tribution was to defend the country with his sword and keep judicial
order with his wisdom. Second in rank came the peasant who provided
elemental needs. Third came the artisan, pictured making his pots and
his barrels, who provided for needs and pleasures beyond mere subsis-
tence. And finally came the merchant who provided a useful service shift-
ing goods from where they were produced to where they were consumed,
but had a bad tendency to cheat on the way, to speculate on attempts to
corner markets and create artificial scarcities.

The famous Japanese business tycoon, Shibusawa, is noted for his
creation in the 1880s of a Japanese word for “businessman” — literally
“real business man” — to distinguish himself and his friends from the tra-
ditional merchant who had such a bad name. He was, among other
things, a banker who helped create the Japanese tradition of handmaids-
to-industry banking. He wrote a commentary on the Confucian
Analects, and made much of the moral difference between entrepreneur-
ial risk, where outcomes are decided by effort to please customers as well
as by luck, and speculative risk where they depend solely on luck and cun-
ning. In our contemporary world whose conventional economic ideas are
set by the financial community which dominates the economy, the dis-
tinction has disappeared. Read the Japanese economists writing in the
popular press today, who talk of “risuku-ando-ritaan” and claim that the
world is so justly constituted that the greater the risk, the greater also the
potential returns. For them, risk is one and indivisible: moral distinctions
are irrelevant. ®

% Professor Takenaka, later to become Minister for Economic Affairs, suggested in a sponsored adver-
tisement in the Nikkei that it might not be a bad idea to teach children about stocks and shares in primary
school, to implant the idea that taking aboard greater risk can lead to higher returns “Risuku to ritaan no
kankei, kichin to haaku suru koto ga juyo” (“The important thing: getting a good grasp on the relation of
risk and return”) Nihon Keizai Shimbun 26 November,1999, second section. Another journalist has written
a whole book about timid risk-aversion without even a hint that different kinds of risk might have different
moral justification. Daniel Ben-Ami: Cowardly capitalism: The myth of the global financial casino, New York,
Wiley, 2001.

20



Lecture 1. The pains and rewards of work in the twenty-first century

Justice and the reward system:
Software engineers and office cleaners

That suggests a theme which will be central to the next lecture and
it relates back to the intrinsic and extrinsic rewards of work, and the
difference between intrinsically enjoyable jobs and drudgery. In many tra-
ditional wage systems there was something equivalent to the British wage
premium called “heat and danger money”. It was said that at one time,
in New York, garbage collectors were paid more than teachers. This may
be simply explained as a matter of supply and demand in the labour
market, but it was also seen as a principle which accorded with most
people’s sense of justice that the more unpleasant the work, the more you
should be paid. In the income distribution as a whole, however, mani-
festly the reverse is the case. People who have the most intrinsically satis-
fying jobs are also paid more for doing them. There is nothing new in
this. What is new is the tendency not only for the lucky ones with the
most enjoyable jobs to be paid more, but for them to be paid increasingly
more, and to be more confident that they deserve it. That needs
explaining, and it needs evaluating in the light of conflicting principles
of justice.

The value systems invoked for defining those principles of justice
are multiple. They differ, clearly, as between those who would define
themselves as on the right in politics and those who are on the left. But
there is one particular principle which has lately been gaining ground and
clearly requires close examination. It is the marketist thesis that, in a
democracy, the only valid criterion of social usefulness is what the market
will bear. What people are willing to pay for is what they value, what has
for them utility. Individual choice is an essential element of freedom, and
that applies equally to one-man, one-vote democracy and to the one-con-
sumer, one-pocket market. It does not matter how much citizens differ
in understanding in the one case or how much they actually have in their
pocket in the other. They would concede that the social usefulness of the
drug dealer or the child pornographer is not adequately measured by their
incomes. A collective act of freedom-constraining social choice is, the
marketists admit, therefore necessary to distinguish between legitimate
and criminal activities. But in the legitimate realm, freedom to market
one’s goods, one’s services, one’s talents, oneself, should be the rule.

It should certainly not interfere with the freedom of software engi-
neers, in their seller's market, to choose to whom or how they will sell
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their talents at any one time, nor the freedom of the firm which cleans
the office to choose in their buyer’s market the cleaners who, at any one
time, do the best job at the lowest wage.

That set of ideas, commonly dubbed neo-liberal, and which I shall
call “market individualism” has a lot to do with the topic of flexibility
which | will tackle in my next lecture.
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Chapter 11
Lecture 2. The concrete meanings
of labour market flexibility

Ronald Dore

here is no more controversial word in the vocabulary of those

who write on labour matters than “flexibility” — not so much
controversy over its empirical referent, as over its evaluative overtones.
For some — those, to take up the distinction made at the end of the last
lecture, who see the whole world as a seller’s market for scarce skills — it
is the banner under which they move forward to a shining future. To
others — most conscious of the buyer’s market for unskilled labour — it is
a threat of insecurity and exploitation.

Productive efficiency

My sense of the history of the word in the English-speaking coun-
try that | know best, namely England, is that it first came into use as the
rallying call in attempts to counter the restrictive practices of British craft
unions. There was a perfect self-interested rationality in the way individ-
ual unions had sought, ever since the nineteenth century, to maximize
the work available for their members, and restrict the number of appren-
tices who could be trained to do it. In the full-employment period of the
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1950s and 1960s, unions acquired greater power to pursue such tactics
than they had ever had before. Threats of formal strikes, or informal
walk-outs, enabled unions in some factories to insist that, for instance,
only paid-up members of the woodworkers’ union should be allowed to
bore holes in wood so that someone else, a fully paid-up member of the
electricians’ union could install wiring. “Flexibility” was the slogan under
which such manifest forms of inefficiency were tackled, which usually
meant, in the deeply adversarial context of British industrial relations,
that where union job control was strong and the restrictive practices
deeply entrenched in convention, managers had to negotiate what
became known as the “buying out” of restrictive practices by increasing
wages — a form of what became known in the United States as concession
bargaining. And that, of course, provided incentives for militant shop
stewards to invent new “traditional” restrictive practices.

At the same time there was an attempt to reduce the influence of
single-craft unions on training practices. The multi-skilled, the polyva-
lent worker became the new hero. Since wage systems were also tied to
skill definitions, this required negotiating revisions of wage structures too.
This in turn, since the nature of polyvalence differed from factory to fac-
tory, gave further impetus to the movement towards the decentralization
of wage bargaining from the national or regional to the individual firm
or, more often, individual establishment, level. It also helped transform
the craft unions into general unions. The arrival in the United Kingdom
of Japanese firms pioneering single-union agreements on their Greenfield
sites gave a further push in this direction.

Speed of adjustment

A second and different flexibility drive sprang from the growing
concern, in the 1970s and 1980s, with the problem of industrial adjust-
ment, not just to changes in the business cycle, but to changes in the
structure of economic activities. What gave greater salience to the need
for faster adjustment was, first, the acceleration of technical change, and
secondly the growing competition in labour-intensive industries from
low-wage producers in the Third World. The second affected primarily
the tradeables sector, but the first affected producers in all sectors includ-
ing domestic services like banking. Growing stability in the labour
market during the 1950s and 1960s, with measures to encourage com-
pany pensions, and to improve job security by establishing unfair dis-
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missal proceedings and controlling redundancy, had been thought desir-
able not only from considerations of welfare and justice, but on produc-
tivity grounds. Job security, loyalty, commitment and cooperation had
been considered good for efficiency and profits. But in the thinking of
managers and governments, the greater speed of change and the intensi-
fication of competition which I discussed in my last lecture, made the
ability to lay off workers in declining or rapidly automating sectors, and
to fill vacancies for skilled workers in expanding sectors, come to seem a
more important route to efficiency than fostering loyalty and commit-
ment. At the same time, although full employment no longer had the
policy importance it once had, governments were increasingly worried
about rising levels of unemployment. The argument that employers were
not taking on new workers because it was too difficult to sack them later
prompted a reversal of the trend to foster job security. And the argument
that high payroll taxes priced workers out of the market and induced
excessive substitution of capital for labour provided further fuel for
attacks on the welfare state.

So, there were two quite different notions of flexibility. On one
hand was the willingness of workers to use their skills in whatever way
managers thought they could best contribute, plus managers’ cleverness
in deploying those skills and in providing training to supplement them
— all those ways of strengthening the organization’s core competences in
the modern jargon. On the other hand was the objective of optimizing
the allocation of labour in the economy, through increasing managers’
freedom to hire and fire; making it possible for them to downsize at min-
imum cost, and to find the skills they needed in the labour market. Flex-
ibility also meant improving the functioning of the labour market by
better institutions — better information diffusion, a vocational education
and training system which provided better training and a qualification
system which gave more reliable signals, plus measures like housing
allowances to enhance geographical mobility and so on.

Two kinds of flexibility: Two kinds of efficiency

By the mid-1980s the distinction between the two, which came to
be known as internal and external flexibility respectively, was well estab-
lished. But the words “external” and “internal” masked a much more
important difference. External flexibility was about the pursuit of alloca-
tive efficiency, internal flexibility was about the pursuit of productive effi-
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ciency, through good organization, clever innovation and conscientious
work. | was able to use these contrasting meanings in an oxymoronic title
for a book about Japan, Flexible rigidities. It was about the way in which,
by sacrificing external flexibility in the employment system — by accept-
ing the impairment of allocative efficiency, in other words — one could
derive such an improvement in productive efficiency from internal flex-
ibility as to more than compensate. The argument was not just about
labour markets, but about a general Japanese trade-off between allocative
and productive efficiency — about the way that accepting the rigidities
involved in long-term commitments could build relations of mutual trust
and goodwill that profitably enhanced cooperation not only in employ-
ment relations, but also in subcontracting relations, customer relations
and relations between banks and industrial firms.

The question this raised was one which | always found difficult to
answer even after | had written another book explicitly devoted to tack-
ling it.* Is the trade-off the same everywhere, or is there something about
Japanese cultural and ethical traditions, about the personalities, the
modal behavioural dispositions of the Japanese which makes the terms of
the allocative/productive efficiency trade-off very different from what it
would be in a more individualistic contractualist Anglo-Saxon society,
where trust too easily gives way to opportunism, and security is deemed
as likely to induce shirking as effort? I am increasingly willing to grant
that the “something different” answer is the right one, and the important
question is whether it can or should stay different.?

Core and periphery

The question naturally arises whether it is possible to combine the
two kinds of flexibility, the pursuit of both allocative and productive effi-
ciency. One attempt to do so was the core-periphery recipe for managing
human resources. Firms should seek to cultivate a core labour force in
whose heads and dexterous hands resided the firm’s core competence, the
workers one relied on for sustained organizational learning. Every device
the firm could afford should be used to keep those employees and
enhance their commitment to the firm. But for a wide range of functions

! Taking Japan seriously, London and Stanford, Athlone and University of Stanford Press, 1987.
2 1bid.
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which required little training and little firm-specific knowledge, and
for which new recruits could therefore easily substitute for leavers, and for
functions not needed on a full-time basis, the emphasis should be on
minimizing cost. Such jobs could be done by workers on temporary
contracts, despatched workers, or casual part-timers, or they could be
out-sourced.

The idea was popular, especially in the United Kingdom but after
nearly a decade of discussions in the business press, a survey found that
only 10 per cent of employers claimed to be consciously following a core-
periphery strategy.® And still, a decade later, the institutional changes car-
ried out by governments in the name of flexibility have been, and still are,
all in the direction of promoting external flexibility, sometimes directly
at the expense of the devices which managers had developed to promote
employee retention: the insistence on making pensions portable without
loss, for example, or banning closed shop agreements. Both are measures,
incidentally, which could claim political legitimacy under the banner of
that central element of the Anglo-Saxon value system, freedom — freedom
to change your job without penalty, freedom to choose whether or not to
belong to a trade union.

Some of the measures taken to improve the workings of the labour
market are uncontroversial: better information-diffusion, better voca-
tional training and more reliable qualification systems, the shifting of
social security contributions from payrolls to other forms of taxation and
s0 on.

What are, by contrast, highly controversial are the other flexibility
measures such as reducing the degree of legal protection against unfair
dismissal, removing controls on redundancy downsizing, cheapening the
use of temporary and contingent workers by diluting their rights to social
insurance and vacations, and so on — all reversals of the trend towards
increasing labour protection which dominated the first three-quarters of
the last century. And like that earlier trend the new flexibility measures
are found worldwide, but still to very varying degrees. There could be no
better test of what | called in my last lecture the marathon view of history.
The United Kingdom lowered the legal barriers against worker dismissal
in the 1980s. The deregulation lobby in Japan succeeded only at the end
of the last decade in putting on the legislative agenda a proposal to lower

* Hunter, L.; A, McGregor; J, Maclnnes; A. Sproul: “The flexible firm: Strategy and segmentation,”
in BJIR, 1993, 31, pp. 383-407.
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the (much higher) barriers set by Japanese legal precedents through less
protective statutory regulation. In effect it lost the first round to a
coalition of trade unionists, plus bureaucrats and businessmen with some
lingering attachment to the notion of a quasi-community firm. (The
notion that having to sack workers is a form of triage and not just a cost-
effective reduction in labour inputs.) The subsequent law explicitly
reaffirmed the principles of case law for disciplinary dismissals, and
implicitly reaffirmed, by omitting to mention them, downsizing dis-
missals. Whether the deregulation lobby will accept its defeat as defini-
tive remains to be seen.

It can be argued that all these latter measures are neutral in relation
to the trade-off between allocative efficiency and productive efficiency.
By making it easier for firms to turn their peripheral workforce into a
highly adjustable, highly variable cost, it also makes it easier for them to
bear the fixed costs of maintaining cooperative commitment in their core
labour force.

In practice, however, at least in the United States studies have found
inconclusively ambiguous relations between the use of contingent work-
ers, turnover, both voluntary and involuntary, and various measures of
employee retention and involvement strategies, such as team-work, job
rotation, profit-sharing, premium wages, expenditure on careful selective
recruiting, and so on.*

Contrasting mindsets

To simplify a little one might say that the mindset which seeks to
promote mobility and market-relations and the mindset which values
organizational stability and personal security tend to be contrasting
mindsets across-the-board; intimately linked to beliefs about human
motivation and productive efficiency.

The credo of the former, which | will call the market mindset, can
be stated briefly.

—  Allocative efficiency is all important because the efficiency of firms
depends on the efficiency of individuals.

—  Work skills are a transferable commodity.

* Peter Cappelli and David Neumark: External job churning and internal job flexibility: NBER Work-
ing paper 8111, Feb 2001.
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—  Theeffort to apply them can be evoked by clever short-term reward
systems — performance pay, stock options, etc. — plus professional
conscience and opportunities for self-realization.

And the opposing credo, which I shall call the organization mind-
set holds that:

—  The efficiency of firms depends on their build-up of human
resources.

—  Skills are not static but are built within organizations by organiza-
tional learning.

—  Commitment and loyalty can be effective supplements to self-inter-
est in the evocation of effort.

— Individuals' perceptions of their self-interest are not only focused
on short-term cash rewards, but on long-term career prospects.

So the one says “the end of jobs for life, hurrah”; the other either denies
that it is happening, or admits that it is happening and deplores it.

Why all the emphasis on market mobility?

But before | get to the “end of jobs for life” question, a prior issue
is why the market mindset has dominated labour legislation over the last
20 years.

The first justification which the advocates of flexibility measures
offer has nothing much to do with the virtues of markets or organizations.
It is that flexibility combats the social evil of unemployment. If one makes
it less costly for enterprises to employ people, they will employ more. If
it is legal to offer temporary, fixed term, part-time, agency-despatched,
specific-project contract work, and other forms of “atypical” employ-
ment, they will hire more workers. That this leaves the people they
employ insecure and without health insurance or holiday or pension enti-
tlements is unfortunate, but it is better than leaving them unemployed.

Empirical study of the extent to which this is true is difficult, given
the manifold other factors which impinge on the unemployment rate. In
Italy, for example the freeing up of such atypical forms of employment
brought by a 1997 law is credited with having knocked two points off the
unemployment rate over the following four years, and it is clear that
during that period such jobs grew at a faster rate than “typical” jobs.
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However, how much of the increase was real and how much a “coming
out” of hitherto unreported “black” jobs remains controversial, and in the
two subsequent years “atypical“jobs have grown at a slower rate than jobs
of a traditional type.

But the general dominance of what | called the market mindset over
the organization mindset is certainly not explained by a concern for
unemployment alone. Four other factors seem to me of crucial importance.

I have already talked about the shift in managerial philosophies.
Managers single-mindedly bent on maximizing shareholder value are less
concerned with, and less likely to take pride in maintaining, employee
welfare. The trickle-down of market principles into pay systems strength-
ened the market mindset in general.

But secondly, the politicians who responded with the legislation
demanded by the powerful managerial class, were not just concerned with
creating the conditions for national competitiveness. They were also
engaged in class struggle. Much of the labour protection legislation had
earlier been passed with the support of, and often only under pressure
from, trade unions. The attempt to remove it had not only flexibility/effi-
ciency objectives but also the political objective of breaking the power of
trade unions and their ability to influence the electorate. This was most
explicit in Mrs. Thatcher’s Britain of the 1980s, but it is worth remark-
ing that the erosion of that ability of trade unions to influence elections
has greatly reduced the importance of this motive in Britain, much less
so in Germany. Where class-based politics have receded in importance,
centre-left governments have been converted to the same market mind-
set as their opponents. There is no more ardent advocate of labour market
flexibility as a remedy for Europe’s ills than Tony Blair. Even in Italy,
where class-based political affiliations retain greater importance, it was
the centre-left government which introduced the measures mentioned
above legitimating atypical forms of employment. It was the premier of
the same government who proposed a particular temporary dilution of
unfair dismissal protection — a relaxation of the conditions under which
workers found to have been dismissed unfairly could be reinstated —
which later, under a centre-right government became the focus of intense
controversy.®

5 It involved extending the exemption from the requirement of reinstatement of workers found to
have been dismissed unfairly from firms with 15 or fewer workers to firms with 19 or fewer.
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Third was the legitimation provided by the economics profession
as it became ever more dominated by the neo-classical tradition. Alloca-
tive efficiency and how markets can achieve it provide the theme for really
hard economic science, algebra of the highest degree of arcane cleverness.
Productive efficiency, by contrast, is a soft subject whose prime currency
is the anecdote. Just go to any business school and ask about the relative
position in the pecking order of an economist working on financial mar-
kets and an organizational theorist.

But finally, there is the element much stressed by those who applaud
the trend: social change producing a demand for greater freedom of
choice. It is argued that as society becomes more affluent, and skills more
refined and specialized, a growing number of people are not much inter-
ested in job security. They want the freedom of choice which flexible
labour markets give them. The chief thing they want from employers is
a good salary. That way they can build up a bank balance to cushion
themselves against the increased risk of losing their job. Secondly they
want the chance to “get learning experiences that can be added to their
resumeés”® for when they move on to their next job.

That this spirit of individualism has grown, even in the least indi-
vidualistic societies such as Japan, can hardly be denied. A young Japan-
ese lawyer, author of an interesting book on cross-shareholdings wrote
this about Japanese so-called human-capital-ism some 15 years ago.

Is it really so good for humans? In the truly modern labour contract a
worker sells his work; he doesn't sell his soul. The employee-sovereign
Japanese firms require Japanese to spend their whole lives, from birth to
retirement, in enforced competition, first to enter the firm, then for
advancement in it, and for that they have to sacrifice freedom and indi-
viduality, human feeling and creativity, cultural pursuits, playing a useful
role in the family or community, spiritual poverty in return for material
riches.”

The proportion of the labour force who harbour such ideas may be
small, even in the United States and a fortiori in Japan. The zealous advo-
cates of flexibility and shareholder value in Japan tend in practice to be
workaholics in lifetime career jobs. But even if the people who actually
live the freedom lifestyle are a minority, they are the most articulate
minority, the most celebrated in the lifestyle-obsessed popular media.

¢ Jacoby (1999).
7 Nakajima Shuzo: Kabushiki no mochiai to kigyoho, Tokyo, Shoji Homu Kenkyukai, 1990, p. 265.
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And as such they can have the most influence in shifting expectations and
conventions.

And, quite apart from such self-realizing high-fliers, it is clear from
many empirical surveys that a lot of those in temporary and insecure jobs
are forced into them by the lack of any alternative — including most of
those counted in that category in Spain when their numbers reached 34
per cent of the labour force and started alarm bells ringing. However, it
is clear that there are also quite a lot who prefer such jobs either for the
higher per-hour returns or because they value the greater freedom to
come and go. The striking rise in part-time jobs in the Netherlands owes
a great deal to changing worker (including male worker) preferences and
not just to the cost-reduction efforts of employers.

The end of jobs for life?

So, can one conclude that a sea-change in employment practices,
most obviously advanced in the lead economy, the United States, is gen-
erally under way in our globalized world? And that the change is aptly
summed up as “the end of jobs for life”, even in an economy like Japan’s
where the lifetime employment system was most institutionally
entrenched? And that it is equally welcomed by both the managers and
the managed? The answer is, well, not entirely. Statistics for average
length of tenure, for instance, show little change in either the United
States or the United Kingdom. The big increases in the number of non-
standard, contingent and casual workers which follow regulatory change
seem to level off quite rapidly. If one is talking of managerial objectives,
it certainly seems to be true that fewer managers, either in the United
States or Japan, would put as high a priority on promoting the welfare of
their employees relative to satisfying shareholders as used to be the case.
But whatever that says about ends, retaining core employees, engineering
commitment, increasing employee autonomy and involvement have for
many managers retained their value as means of increasing profits and
satisfying shareholders.® Some new devices have been added, notably

¢ Sanford Jacoby finds a polarization in the US between what he calls “strategic partner” and
“resource-based” HR departments, the former largely charged with minimizing labour costs, deeply involved
in M&A decisions and generally quite powerful in the firm, the latter (generally less powerful) who are more
concerned with building up the firm’s core competences and keeping and training the people on whom those
competences depend. People on top, Princeton, Princeton U.P, forthcoming.
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employee stock options and profit share schemes. But the greater domi-
nance of the shareholder profit drive does clearly set limits on the extent
to which firms will accept fixed cost commitments for the sake of retain-
ing loyal workers. Outsourcing shifts risks onto other firms, frequently
former employees. The transfer from defined benefit to defined contri-
bution pension schemes — something only just beginning in Japan — shifts
financial risk from the firm to the employee.

And inequality

The debate about the end of jobs for life, and the debate about
growing inequality are often linked, but they are two separate issues. Jobs
for life and a low Gini coefficient are not necessarily connected. Internal
labour markets in the United States always were dubbed the primary
sector in contrast to a secondary sector of low-paid insecure jobs held
largely by women and ethnic, predominantly black, minorities. Critics of
Japan’s dual structure always did argue that the privileges of the lifetime
employment workers in the large unionized firms were bought at the
expense of low pay and insecurity in those firms’ subcontractors. They
drew a contrast with Germany where sector-wide collective bargaining
greatly reduced such differentials.

But the structure of differentials, apart from fluctuations caused by
the business cycle, seemed more or less stable. If there was a secular ten-
dency in the 60s and 70s, nearly everywhere it was towards a compres-
sion of differentials. The evidence of a new trend towards widening dif-
ferentials began to be clear in the Anglo-Saxon economies in the 1980s.
For a while, optimists could dismiss it as a temporary blip, but by now
there is general agreement that it is a continuing trend, replicated almost
everywhere in the industrial world.

There are several competing explanations for this trend, notably the
decline in union power, technical change and the integration of low-wage
developing countries into the world trading economy.

Low-wage competition from imports, the hollowing-out of manu-
facturing sectors by overseas outsourcing have certainly played a part. In
theory their effects should be temporary; cheaper shirts, and computers
with cheaper components, free up cash to spend on other things, so the
handing off of labour-intensive sectors should enrich the more advanced
societies by creating consumer demand for different kinds of labour. But
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even under the best of circumstances — an optimistic climate of expected
growth and entrepreneurial dynamism — that adjustment process takes
time, and can still leave behind the unadaptable — middle-aged coal-
miners supported by their wives, the only members of their families who
are welcomed in the new electronic factories. Moreover, import surges,
particularly from dynamic countries like China, can happen quickly.

Of the relevance of union power to growing inequality there can be
no doubt. Katz and Darbishire® argue convincingly that there is an
inverse correlation between the strength of unions in collective bargain-
ing and the degree of centralization of the bargaining on the one hand,
and both the degree of inequality and the rate at which it is increasing on
the other. Strong unions do serve to compress differentials on a national
scale, both directly through wage bargaining and indirectly by their polit-
ical influence restricting deregulation of the labour market. The question
which arises is whether that effect is achieved, in Germany, for instance,
where differentials are most compressed, at the expense of slow growth,
restricted development of the service sector and high unemployment.
That is certainly the belief of the current German Chancellor, and it is
his view that the imperative of national competitiveness, plus the social
costs of unemployment, make the cost too high.*

The decline in union power has undoubtedly contributed to, but is
not the whole explanation of, what seems to me the crucial factor in
widening inequality, which is the increasing tendency for employment
contracts to be individually bargained, short term, and directly subject to
market forces. For that the change in personnel management systems, the
growth of performance pay and so on, all the moves to bring market prin-
ciples inside the firm has been primarily responsible; the role of unions
is relevant insofar as they have failed to resist such changes, and even in
some cases encouraged them.

° Katz, Harry C.; Owen Darbishire: Converging divergences: Worldwide changes in employment systems,
Ithaca, Cornell UP, 2000.

10 See the review of Katz and Darbyshire’s book by Wolfgang Streeck, “High equality, low activity:
The contribution of the social welfare system to the stability of the German collective bargaining regime”, in
Industrial and Labor Relations Review, Vol. 54, April 2001, Number 3, pp. 698-706.
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Technological sophistication and learning ability

The trend towards greater market-determination of wages com-
bines with another trend which is genuinely long-term, namely the steady
accumulation of technological knowledge and its impact on the structure
of jobs. It is a point which must occur to anyone who has to wrestle peri-
odically with some new bit of baroquely elaborated software the com-
puter manufacturers have foisted on us. For all that machines have come
to do a lot of thinking for us, there is still a steady and inexorable increase
in the number of jobs which only those with high levels of brain power
can learn how to do, and as the machines eliminate physical drudgery and
simple repetitive clerical work, a simultaneous diminution in the number
of jobs which almost anybody can learn to do. Given a relatively stable
distribution of learning ability in the population, even with the best
efforts to improve learning opportunities in the education and training
system, the market-clearing price of the hard-to-learn jobs goes up, and
the market-clearing price of the anybody-can-learn jobs goes down.
They go down so far in the societies with better welfare systems, as to be
not much better than the guaranteed welfare minimum and so reduce
incentives to accept employment.

It is difficult for any well-meaning student of labour problems to
admit that there are intractable or only narrowly tractable limits to the
available solutions and that those limits are set by the distribution of
genetically-constrained learning ability which the best environmental
improvement efforts can do little to change. It used to be the ritual con-
clusion of studies of labour market mismatch that we need better educa-
tion and training. The United Kingdom is now dedicated to the target of
getting half of each age group into universities. But the belief that better
education and training will make a substantial difference has withered.
The Chancellor of the Exchequer, introducing a debate on equality said:
“whereas in the 1980s it was possible for John Smith (leader of the
Labour Party) to argue that the solution to bringing together economic

it There is by now a huge literature on the rising inequality of wages/salaries. Two recent analyses of
American and British data stress that what technological change is eliminating is in fact middling jobs — rou-
tine clerical and craft jobs. Employment in the low-paid unskilled jobs like that of care assistants, is in fact
increasing but (care-needing people are often too poor for need to be translated into effective demand, while
the supply is increased by the “displaced middles” and immigration), not fast enough to create a seller’s market
for care skills. Maarten Goos and Alan Manning: Lousy and lovely jobs: The rising polarization of work in
Britain, CEP Working Paper, LSE, and Autor, David H.; Frank Levy and Richard I. Murmane: “The skill
content of recent technological change: An empirical exploration”, in Quarterly Journal of Economics, CXVIII,
forthcoming.
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efficiency and social justice was policies that promoted education and
training, now we have got to look at other means” and went on to talk
about wage subsidies and in-work benefits. 12

One consequence is that whereas most unemployment used to be
properly described as frictional, affecting people in a wide range of occu-
pations, much modern unemployment is long term and, as an OECD
Council of Ministers said two months ago, “ affects vulnerable workers
and their families disproportionately”.** Japan is now facing the problem
of youth unemployment that hit the United Kingdom in the 1980s; as
was the case then, this is not a general problem, but the particular prob-
lem of those who have done least well at school.

That is not the whole explanation of widening differentials, how-
ever. A general feature of widening differentials is the fact that the top
decile and especially, in the United States, the top percentile, and a for-
tiori the top millile, has pulled away much farther from the median than
the bottom decile or percentile. The rapidly increasing demand, and the
much more slowly increasing supply of hard-to-learn skills may be the
major explanation for the stretching of the median/top decile difference.
But there is something more than that in the median/top millile differ-
ence. The corporate compensation committees which award executive
salaries several hundred times the median wage, will claim that this is the
price of talent dictated by the market.

But in that market, the going rate, the price tags that all the partic-
ipants in that market carry, is the cumulative upward-spiralling result of
their power to determine their own salary. And they have become increas-
ingly greedy. It is also plausible to assume that their greed has helped to
pull the top decile or the top quartile away from the median too. They
may not be able to set their own salaries, but comparison with the level
just above is a powerful fairness argument they can use when they nego-
tiate. And greed is infectious.

2 \W. Stevenson, ed.: Equality and the modern economy: Seminar 1, London, Smith Institute, 1909,
p. 5.
2 OECD Meeting of Labour and Employment Ministers 29 September 2003.
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Lecture 2. The concrete meanings of labour market flexibility

I shall end this lecture by reverting to the point I made at the end
of the first lecture. The effect of increasing technological sophistication
on the supply and demand for skills is one thing. The increasing tendency
for structural changes to make incomes more directly subject to market
forces is a second thing. But the change in morality, ideology, call it what
you will, that defines fairness in terms of whatever outcome the market
produces is quite another thing and it is the question, primarily, of the
evolution of criteria of fairness that will be the subject of the next lecture.
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The drive for flexibility
and the growth of “flexible”
staffing arrangements

Susan N. Houseman

he expansion of international trade and restructuring of finan-

cial markets have put pressure on companies in developed
economies to lower costs in order to compete in world product markets
and to increase short-term profits to satisfy investors. The consequence
for labour markets, Professor Dore argues, has been increased emphasis
on “market mobility”, resulting in less attachment between workers and
firms, growing inequality, and fundamental changes in the nature of the
employment relationship.

Arguably, nowhere is the changing nature of the employment rela-
tionship more apparent than in the growth of what has been variously
termed “flexible staffing,” “contingent,” or “non-standard” arrangements.
The full-time, long-term job has been the norm historically in Japan, the
United States, and European countries. Yet, in virtually all of these coun-
tries the proportion of workers in part-time, temporary, contract, or other
flexible staffing arrangements has increased in recent years, in some coun-
tries dramatically so.

In this paper, | examine the concept of flexibility in the context of
these arrangements. Specifically, 1 consider the sense in which such
arrangements increase flexibility for workers or firms. While workers
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sometimes desire flexible staffing arrangements to accommodate school,
family, or other responsibilities, the growth in these arrangements in most
countries is largely attributable to employer demand and government
policy. Companies may use flexible staffing to relieve a variety of con-
straints imposed by laws or by industrial relations practices. Thus, dif-
ferences in the patterns and growth of flexible staffing arrangements
across countries may be understood in terms of cross-country differences
in these institutions.

Professor Dore links the trend towards labour market flexibility
with growing inequality. I conclude with some thoughts on the efficiency
and distributional consequences of the increase in flexible staffing.

Trends in flexible staffing arrangements

Table 1 shows trends in part-time and temporary employment in
Japan, the United States, and selected European countries.

Although the levels and trends vary considerably, most countries
experienced some growth in the share in one or both of these forms of
employment. Especially notable is the growth of part-time employment
in France, Germany, the Netherlands, and Japan, and the growth of tem-
porary employment in Spain and France. The share in temporary agen-
cies (not reported in the table) still represents a relatively small fraction
of total employment in all countries. Nevertheless, it has grown rapidly
in Japan, the United States, and most European countries in recent years.

The importance of the growth in flexible staffing is even more strik-
ing when viewed in terms of its contribution to job creation. For instance,
70 per cent of all new jobs in European Union countries were fixed-term
contracts in 1997 — up from 50 per cent just five years previously (Fagan
and Ward, 2003). The Dutch economy of the 1990s is often admired for
its spectacular job growth and decline in unemployment, but most of its
net employment growth resulted from the increase in flexible staffing,
primarily part-time employment. Similarly, in Japan, part-time work
accounted for 77 per cent of the growth in paid employment from 1992
to 1997. In the United States, the growth in temporary employment
accounted for 10 per cent of net employment growth in the 1990s.
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Table 1. Trends in non-standard work in the 1990s in Japan, the United
States, and selected European countries

Total employment (000s) Part-time? (%) Temporary® (%)

1988 1998 1988 1998 1988 1998
Japan® 60,502 67,003 10.8 15.4 9.1 9.7
United States® 117,342 133,488 18.79 174 n.a. 3.6
Denmark 2,683 2,679 23.7 22.3 5.6 5.8
Germany 26,999 35,537 13.2 18.3 5.0 5.6
France 21,503 22,469 12.0 17.3 4.6 10.3
Italy 21,085 20,357 5.6 7.4 3.3 4.2
Netherlands 5,903 7,402 30.2 38.7 7.0 11.1
Spain 11,709 13,161 5.4 8.1 15.3 24.3
Sweden 4,375 3,979 27.1 26.3 10.6 13.9
United Kingdom 25,660 26,883 219 24.9 5.0 5.8

Notes:

9 Part-time employment is defined as usual hours of work less than 35 hours per week in the United
States. In Japan and European countries, individuals identify themselves as part-time.

® In Japan and European countries, temporary workers are typically defined as those with fixed-term
contracts. Japanese data include day labourers. The European data exclude apprentices. In the United States,
temporary workers are those with a job that is expected to be of temporary duration.

9 Data for Japan are for the years 1987 and 1997.
9 Data for the United States are for the years 1989 and 1999.

® Figure adjusted to take into account discontinuity in US data on part-time employment. See
Houseman and Osawa (2003) for discussion of this adjustment.

Source: Houseman and Osawa (2003), Table 1.1.

Supply-side considerations: Have flexible staffing
arrangements grown because workers want them?

A popular explanation for the growth of part-time and temporary
positions is that workers want shorter hours or more flexible schedules.
Certainly the growth in labour force participation among women makes
this plausible, as they are often obliged to balance work with family
responsibilities. Yet this explanation finds limited empirical support.
While the dramatic growth of part-time employment in the Netherlands
may be partly attributable to the increase in female labour force partici-
pation, it also coincided with government policies strongly promoting
part-time (and temporary) employment (Gustafsson et al., 2003). None
of the increase in part-time or temporary employment in Germany,
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Denmark, the United States, or Japan can be attributed to changes in the
demographic composition of the workforce (Hoffmann and Walweli,
2003; Houseman and Osawa, 2003). In the United States, in fact, part-
time employment among women with children has actually declined and
research suggests that temporary employment has not been used by
women to balance work and family life (Cassier, 2003). Finally, Nagase
(2003) notes that in Japan the number of women desiring part-time
employment has increased, owing to the precipitous decline of family and
self-employment opportunities there, but argues that because involun-
tary part-time employment has grown among Japanese women over age
35, their choice of part-time employment is often constrained.

The demand side: What advantages do flexible
staffing arrangements offer employers?

Companies use alternative staffing arrangements to increase flexi-
bility — and presumably reduce costs — in a variety of ways. Much of the
academic literature has emphasized the use of temporary, part-time, and
other staffing arrangements to facilitate the adjustment of employment
levels to demand changes. The use of flexible staffing to achieve numer-
ical flexibility is important when companies face constraints on laying off
regular, full-time employees. Employers may also use flexible staffing to
relieve constraints on dismissing individuals for cause and on setting wage
and benefit levels, among other factors. Indeed, these “other factors” have
been relatively more important in explaining the recent growth of flexi-
ble staffing in many countries.

Numerical flexibility

Under the core-periphery model operating in large and medium-
sized Japanese firms, a core set of skilled workers enjoy implied commit-
ments of lifetime employment, commitments that have been reinforced
by the evolution of Japanese employment and case law governing dis-
missals. These regular full-time employees receive significant wage
increases with tenure, reducing their incentives to quit. The need to
adjust employment levels in response to demand fluctuations has always
been recognized and has been accomplished through the adjustment of
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workers in small, affiliated firms or through the adjustment of part-time,
temporary, and other casual workers, who do not enjoy job security. The
growth of part-time employment has been attributed partly to an increase
in macroeconomic volatility since the oil price shocks of the 1970s and
early 1980s, and the perception that Japanese businesses had to become
more flexible.

The development of strong attachments between workers and firms
is not unique to Japan. These practices were codified in employment pro-
tection laws passed in many European countries in the 1960s and 1970s;
such laws were particularly strong in continental countries. What distin-
guished continental Europe from Japan was the absence in the former of
a large flexible or “peripheral” workforce to absorb demand fluctuations.
Laws protecting workers from dismissal were accompanied by laws
strictly limiting the use of temporary contracts. To some degree this
changed in the 1980s and 1990s. Rightly or wrongly, governments — with
the support of a large academic community — blamed rising unemploy-
ment in Europe during the 1980s and early 1990s on such labour market
“rigidities”. The policy response was to relax employment protection
laws, or to relax restrictions on the use of temporary agency and fixed-
term contracts (which could be used to circumvent dismissal laws), or a
combination of the two. Countries with the strongest employment pro-
tection laws coupled with the most lenient regulations governing tem-
porary work saw the greatest increase in fixed-term contracts. Most
notable is Spain, where temporary contracts account for about 30 per
cent of paid employment.

Professor Dore notes that adoption of the core-periphery model in
human resources management was never common in the United King-
dom. The same is true of the United States (for evidence see Abraham,
1990). No doubt reflecting human resource practices, employment pro-
tection in the United Kingdom is weaker than in most continental coun-
tries and such protection is virtually non-existent in the United States. As
Robert Hall (1982) carefully documented, long-term attachments
between workers and firms have been the norm in the United States.
Recent evidence suggests little change in tenure patterns, despite percep-
tions of a decline in job security (Neumark, 2000). Nevertheless, it is
widely accepted that firms will freely lay off workers in the event of an
adverse demand shock, and numerous studies of labour market adjust-
ment in response to demand shocks show much more rapid adjustment
of employment levels in the United States and the United Kingdom, on
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the one hand, than in Japan or many continental European countries, on
the other. The regular, full-time “core” job in the former countries comes
with considerably less job protection than in the latter countries, and thus
employers in the United Kingdom and the United States have little
incentive to achieve numerical flexibility through alternative employment
arrangements. Recent increases in flexible staffing in these two countries,
therefore, cannot be explained by employers’ desire to shield core work-
ers from demand fluctuations.

Flexibility to dismiss individuals and the role of
screening

Many US employers use temporary agencies, and European
employers use fixed-term contracts and temporary agencies, because they
want to screen employees and minimize the need to dismiss them in the
future for poor performance. It is important here to appreciate the dif-
ference between individual and collective dismissals and related laws, and
dismissals for cause vs. dismissals for economic reasons. Employers are
concerned not only about adjusting the size of their workforce, but also
about weeding out unproductive workers. No country prohibits compa-
nies from firing workers for cause. Nevertheless, many European coun-
tries require that individual dismissals be justified, placing the burden of
proof on employers. In the United States, although employers face min-
imal restrictions on collective dismissals for economic reasons, they are
prohibited from taking into account factors such as race, gender, age, dis-
ability, religion, and ethnicity in a dismissal decision. Moreover, state
courts in the United States have ruled that individuals have certain rights
to their job under implied contract law. Apart from legal impediments,
most managers find the task of firing individuals unpleasant and,
arguably, they are reluctant to fire workers for all but the most egregious
behaviour. If it is costly or otherwise difficult to dismiss poor performers
once they are employees, then it is important for managers to screen
workers carefully before hiring them. A body of evidence in the United
States and Europe suggests that various types of temporary work are
extensively used for this purpose (e.g. Carré, 2003; Houseman and
Osawa, 2003).
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Wage flexibility

Another important reason why employers use various types of flex-
ible staffing arrangement is to achieve flexibility in the structure of com-
pensation. Japan offers a clear example of this practice. Under the nenko
wage system prevalent in large and even medium-sized Japanese compa-
nies, wages for regular full-time employees increase sharply with age.
Economists have argued that under this system of steep wage-tenure pro-
files, workers are paid wages below their marginal products when they are
young and above their marginal products when they are old. Such a wage
structure provides a strong incentive for workers to stay with the com-
pany, and it has been an integral component of the Japanese system of
lifetime employment. This type of wage structure makes sense for
employers when they are providing much valuable training to workers
and therefore want to retain them when skills are in short supply. It also
makes sense when the age structure of the workforce is pyramid-shaped,
with large numbers of young workers relative to older workers. These
conditions characterized much of post-war Japan.

With the dramatic ageing of Japan’s workforce over the last two
decades, however, companies have found themselves saddled with large
numbers of highly paid but less productive older workers. This demo-
graphic development has come at a time when Japanese companies are
under greater pressure from international competition and investors to
cut costs and increase short-run profitability. One response has been to
increase the number of workers in non-standard, especially part-time,
arrangements relative to the number in regular full-time positions. Part-
time and other “peripheral” workers have never enjoyed implicit lifetime
employment guarantees or the associated nenko wages. Government tax
policies provide strong incentives for workers to accept part-time posi-
tions in spite of relatively low wages. Business surveys conducted to dis-
cover why companies have dramatically increased their hiring of part-
time workers over the last two decades show that lower wage costs have
been a driving factor.

In the United States, companies have used temporary agency and
contract workers to facilitate the introduction of a two-tier wage struc-
ture within certain occupations or to reduce wages. For instance, when
companies cannot recruit employees at lower wages, they often fill vacan-
cies for skilled workers with temporary agency or contract workers, who
are paid more than employees in comparable positions. Particularly
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among low-skilled workers, companies screen weak job candidates
through agencies, paying temporary workers less than they would receive
as direct hires. Often companies’ primary motivation in outsourcing
work is to tap the contract company’s expertise in a particular functional
area. Lower labour costs, however, are also a common motivation. In
these circumstances, the company is often transferring work from its own
unionized workforce to a non-union contractor.

The use of part-time, temporary, and other flexible staffing arrange-
ments to effect wage differentials among workers is constrained in Euro-
pean Union countries, which have passed laws requiring parity in wages,
benefits and rights to representation for workers in part-time and tem-
porary positions. Nevertheless, statistical studies have documented con-
tinued disparities between the wages of part-time and temporary work-
ers, on the one hand, and full-time regular employees, on the other. These
differentials have been attributed to weak parity laws in countries like the
United Kingdom. Another possibility is that wage parity laws can be cir-
cumvented by segregating part-time and temporary workers into differ-
ent occupations from those held by regular full-time employees (Carré,
2003; Gustafsson et al., 2003).

Flexibility in benefits and other non-wage
labour costs

Besides achieving wage flexibility, employers may use flexible
staffing arrangements to avoid benefit costs or related taxes for certain
groups of workers. This use of flexible staffing is heavily influenced by
countries’ tax laws and benefits regulations. In both Japan and the United
States, laws governing benefits often do not apply to those in flexible
staffing arrangements. In Japan, employers are not obliged to pay social
security, disability, and unemployment insurance taxes for many part-
time and temporary workers. Similarly, Japanese employers are not
required to provide health insurance to those working fewer than three-
fourths of the hours of regular full-time employees.

The US Government does not require that companies provide
workers with benefits such as a private pension plan and health insurance,
but it does provide substantial tax incentives for employers to provide
these benefits. If employers choose to offer their employees these bene-
fits (and they and their employees take advantage of the tax benefits), the
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provision of the benefit is subject to regulation. The regulations seek,
among other things, to ensure that benefit plans and associated tax breaks
give advantages to all employees in the company, not just highly com-
pensated employees. However, many part-time, on-call, and direct-hire
temporary employees are not covered by these regulations. Moreover,
because independent contractors, contract company workers, and tem-
porary agency workers are not employed by the establishment for which
they perform work, they are not covered by a client company’s benefit
plans. Thus, US regulations provide incentives for companies to use flex-
ible staffing arrangements in order to avoid paying benefits to certain
groups of workers.

In many European countries, parity laws limit employers’ ability to
avoid taxes or benefit costs by hiring workers in part-time, temporary, or
other flexible staffing arrangements. Nevertheless, certain groups, such as
low-hours part-time workers, are not always covered by such parity laws,
and some have argued that recent increases in this type of employment
are related to this gap in coverage (Hoffmann and Walwei, 2003).

Conclusion

Flexible staffing arrangements offer employers flexibility mainly by
relaxing constraints associated with laws or industrial relations practices
that apply to regular, full-time employees. Thus, the incentives for
employers to use flexible staffing arrangements depend on the legal and
industrial relations institutions in a given country. For instance, in Euro-
pean countries such as Spain, France, the Netherlands, and Germany,
which provide strong job protection to regular employees, the relaxation
of restrictions on the use of fixed-term contracts has allowed employers
to resort to temporary workers to achieve greater numerical flexibility.
The use of fixed-term contracts in these countries has also been an impor-
tant mechanism for screening candidates for permanent positions; by
screening workers more carefully, companies may avoid future costs asso-
ciated with dismissal. The movement within EU countries to adopt strict
wage and benefits parity laws has limited the incentives for employers to
hire workers in non-standard arrangements in order to save on costs.

In Japan, employers have traditionally used flexible staffing to
achieve numerical flexibility. However, the desire to reduce wages and
benefits is probably a more important reason for the recent upsurge of
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part-time employment there. Faced with an ageing workforce and a wage-
tenure system that offers high wages for older, regular full-time workers,
employers had incentives to increase the proportion of workers in
arrangements not covered by the nenko system or regulations requiring
benefits.

Because US employers have always been able to lay off regular, full-
time employees quite easily, flexible staffing arrangements have never
been an important way to achieve numerical flexibility in that country.
Instead, the use of various types of temporary, part-time, and contract
work has been driven by other factors, such as the desire to screen work-
ers for regular full-time jobs, or to save on wage and benefits costs.

Thus, employers in different countries have increasingly used
labour in part-time, temporary, or contract arrangements to increase flex-
ibility — and lower labour costs — across a number of dimensions. What
is the effect of this cost reduction on economic efficiency and on the dis-
tribution of income in society? To what extent have the cost savings
improved company competitiveness, increased output, and lowered
unemployment? Or, as Professor Dore suggests, have the labour cost sav-
ings translated into lower income for workers and higher income for
managers and shareholders?

Certainly the premise of the spate of labour market reform in EU
countries since the 1980s was that relaxing the laws on dismissal and cut-
ting the restrictions on temporary work would cause unemployment to
fall. Similarly, policies adopted in Japan and in the Netherlands and
France to make part-time employment more attractive to both workers
and companies were intended to stimulate employment growth.
Although it is empirically difficult to attribute employment growth to
these policy changes, they probably had some positive effect on growth.
In the United States, the growth of the temporary help industry has been
credited, in part, with the prosperous economy of the 1990s, marked by
very low wage growth and high job growth (Katz and Krueger, 1999;
Houseman et al., 2003).

The view that flexible staffing arrangements have helped expand
employment and alleviate long-term unemployment is true to some
extent, but the opposing perspective also has validity. No doubt the pro-
liferation of various types of flexible staffing arrangement makes it more
difficult for workers to organize, thereby fragmenting labour, and reduc-
ing its overall bargaining power.
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The tension between these opposing perspectives underscores the
problem of treating labour as a monolithic unit with a unified set of inter-
ests. The academic literature on Europe, for instance, often classifies
workers into two groups: 1) insiders — the employed, and 2) outsiders —
the long-term unemployed. To varying degrees, long-term unemploy-
ment is a problem in virtually all countries and it disproportionately
affects low-skilled groups, youth, and minority populations. To the extent
that the expansion of temporary, part-time, contract, and other flexible
staffing arrangements has increased employment, the least advantaged
populations are likely to have benefited. At the same time, by expanding
the available supply of potential labour and weakening organized labour,
the growth of flexible staffing arrangements has probably lowered income
and working conditions for other workers. Those at the very top — man-
agers and shareholders — and those at the very bottom — the least-skilled,
least employable workers —win, and those in the middle lose.
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Deregulation and labour law

Francois Gaudu

rance has reduced the working week to 35 hours and may seem

to defy any rational analysis but, in fact, the trends are basically
the same as in the rest of the world. Both types of flexibility — internal
and external — are increasing, and priorities are shifting, for managers and
for government as well. The main trends are towards the end of jobs for
life and growing inequalities.

The same shifts are occurring in the United Kingdom and on the
continent. “Counter the restrictive practices of craft unions” would have
been meaningless in France, because there were no strong craft unions,
nor restrictive practices. In a certain sense, the United Kingdom (with its
“abstention of the law” and very strong unions) and France (with its weak
unions and statutory protection for workers) are the two opposite
extremes in the developed world. But a complicated statutory law is very
difficult to enforce, when so many workers are demanding jobs and prefer
to accept an unlawful atypical contract rather than fight for their rights.
The French experience of inefficient labour law is the reverse of the
American and British experience: in these countries, strong governments
broke the strength of the unions 20 years ago, and then they dismantled
the body of law. In France, statutory law is not enforced through strong
unions, and it is almost useless.
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This is not to say that there is no deregulation at all: there have been
some moderate measures, which have nevertheless made it easier for
employers to introduce both atypical work and changes in work condi-
tions. Year after year, derogations accumulate. The proliferation of regu-
lations can be a form of flexibility, as shown by recent English history.
The Employment Acts of 1980 and 1982, the Trades Union Act of 1984
— were needed to restrain the immunities granted in 1906, and to break
the power of the unions.

The nature of the trends is certain. But it may be necessary to
underline the diversity of situations and to analyse the changes which
affect the specific meaning of flexibility.

Diversity of situations

I would first point out the coexistence of several policies in an
increasingly complex economy. The majority of workers are still employed
on open-ended contracts in France (L'Horty, 2003), which means that it
is not easy for employers to dismiss them. Nevertheless, these workers cer-
tainly feel less secure than their predecessors, and they are right to do so,
because of the frequency of redundancy procedures, and because many
are now employed by subcontracting companies, whose situation is
unpredictable. However, in certain industrial sectors, company behaviour
has not changed very much. Some firms lack trained manpower, and
competition through innovation provides new arguments in favour of a
stable individual labour contract (Eyherabide et al., 2003). Thus, the
changes are not uniform. In certain activities, Fordism is new.

Furthermore, the trend towards flexibility has different effects on
different age groups. In this area, national data differ significantly. The
numbers of unemployed youth and unemployed older workers (over 50)
are the result of collective choices, and the French choice — the vast major-
ity of workers between 30 and 55 having a “normal” open-ended, full-
time contract, a high rate of youth unemployment and an incredibly low
rate of activity after 55 — is presumably not the best one (Guillemard).

The bad situation in the labour market can discourage a new gen-
eration of workers. Catching up is difficult after the age of 30, and being
18 years old in 1965 or in 1985 didn't give the same opportunities for
social promotion (Chauvel, 2002).
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Changes affecting flexibility

Professor Dore’s remarks concerning inequality certainly apply to
France. However, the working poor are generally part-time workers or
self-employed, because employers must pay a minimum hourly wage
defined by statutory law. France is obviously not the only country with a
statutory minimum wage; after long stagnation, the American minimum
wage was increased during the Clinton presidency, and Tony Blair has
introduced a minimum wage in the United Kingdom. In addition, sev-
eral countries grant a minimum welfare income to all citizens and even
to foreign residents (which is the case in France.) Long-term unemploy-
ment creates a sub-class of people receiving public assistance (Laurent and
L'Horty, 2002). Is the situation of this sub-class worse than the situation
of the unemployed during the economic crisis of the 1930s? This is ques-
tionable. But it is certain that inequality between the lower middle-class
(craft workers, office workers — the former unionized class) and top man-
agers has never been greater. Relatively speaking, in countries with a min-
imum welfare income, the difference between real workers and the sub-
sidized poor is felt to be unfair when the income level is similar.

New needs for manpower give rise to new issues

In Europe, the baby-boom generation is beginning to retire. The
birth rate is low — very low in certain rich areas of Spain, Italy, Germany
and Russia. In a certain sense, this is good news: maybe the unemploy-
ment rate will finally decrease. But new needs for manpower concern
mainly; (i) highly skilled; and (ii) unskilled workers. There is less need for
the medium category than there was in the past.

Thus, managers begin to demand a re-opening of immigration. Of
course, highly qualified immigration is not a problem — in fact, it has
never completely ceased. Re-opening immigration for unskilled workers
is another matter. Apart from the question of the social integration of
unskilled immigrants and their descendants, we have to ask whether this
response is justified when older workers (aged 50 to 60) are often unem-
ployed, and when they need to work longer to obtain a fair retirement
pension. Is it sustainable when numerous unqualified young people are
unemployed and jobless people are receiving public assistance? Many
managers certainly prefer immigration — it is easier to teach French to an

53



Work in the global economy

immigrant willing to work, than to “teach work” to an uneducated urban
young man (suburban, in France, as a matter of fact). Further, the re-
employment of older people, youth and excluded groups needs time and
reforms — vocational training, better working conditions which are bear-
able for older people, new career patterns to make a certain loss of status
socially acceptable: the reverse of flexibility. Both software engineers and
office cleaners are needed. But to obtain them, several paths are open: one
is the path of the market, which is conducive to re-opening immigration;
another is the path of citizenship, which is conducive to putting the
unemployed section of the national workforce back to work first. This
includes many foreign residents.

The remarks above do not detract from the great pertinence of
Professor Dore’s synthesis. Even in the country of the 35-hour week, the
trends which he noted can be confirmed. However, here as elsewhere,
those trends provoke reactions which | would like to talk about.

Converging trends: Work intensification

Some developed countries had begun to believe that the issue of
health at work was almost resolved, but the problem has returned. Some
aspects of the problem, such as new chemical risks, are not related to
work intensification, but many are. Occupational health experts see a
clear link between labour flexibility and the new work-related diseases —
some of a physical nature like RSI (repetitive strain injuries), some of a
psychological nature. Atypical work, communications technology
(beeper, portable phone, PC, Internet...) and irregular hours are all
frequently mentioned. The invasion of personal life by work is also a
factor. France has no karochi, but despite the legal reduction of working
time, France shares the other phenomena with other developed countries.
Two important topics are growing internal flexibility, and the end of jobs
for life.

Growing internal flexibility
How does internal flexibility function with a short working week?

Flexibility in the work schedule is one explanation, flexibility in the indi-
vidual labour contract is another.
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Flexibility in the work schedule

Recently, the new French government has reformed the “35 hour”
Act, making the law more manager friendly.* Professor Dore also men-
tions the planned suppression of a national holiday to gain money for
persons in a state of dependency (old and handicapped). Oddly, French
companies whose managers have strongly criticized the “35 hour” Acts?
are not rushing to use the new opportunities. One reason is the bad eco-
nomic conjuncture: longer hours of work are not helpful at present.
Another reason is that companies obtained great flexibility in work sched-
ules when the 35-hour week was negotiated. The “35 hour” Acts reduced
the weekly hours but, except for the low paid, they did not maintain the
monthly level of wages. Unions, of course, seek to preserve workers’
income. To do this, they must give something up.

Theoretically, French law defines the work schedule very precisely.
But this regulation can be replaced by collectively bargained rules — for
example, collective bargaining can define a yearly duration of work (1600
hours), which is much more flexible than the legal weekly schedule.
Agreements must include a weekly schedule, but the employer can
modify this schedule at 7 days’ notice. In practice, these agreements allow
employers to modify the collective schedule at will. An individual and
annual work schedule is even possible.

Between 1998 and 2002, most of the bargained collective agree-
ments included both a reduction of working hours without loss of
monthly wages, and annualization of the schedule. Thus, the “35 hour”
Acts forced a compromise, employers giving up on wages, unions giving
up on flexibility.®

The employer, therefore schedules the working time — and consid-
ering the evolution of technology, the power to determine the schedule
is of great relevance. To ask the worker to come to work when needed —
“on call” —is much more useful than to insist on long hours. Who needs
maintenance staff when the machine is working?

Everybody knows that the government of the “35 hours” lost the
2002 election, the majority of the working class choosing other candi-

t Act of 17 January 2003.
2 Acts of 1998 and 2000.
¢ And Government subsidizing the increased costs for employers.
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dates or not voting at all. Maybe Italian and Northern European unions
were clever enough to refuse the “35 hours”. One thing is certain: the 35-
hour week is fully compatible with flexibility.

Flexibility in the individual labour contract

Another 15-year trend is the renewal of the individual labour con-
tract. French law permits employers to insert clauses in the labour con-
tract allowing for changes in working conditions: mobility clauses, and
the obligation to perform various duties. Furthermore, the law makes it
reasonably easy to modify the individual labour contracts of all a com-
pany’s workers: the employers must propose the modification to each
individual worker, and their silence (during one month) means consent.
Of course, it is possible to refuse, but only at the risk of dismissal.

End of the job for life: Atypical work

Deregulation was limited in France — recourse to temporary work,
or to fixed-term and part-time contracts became easier between 1972 and
1982, as in Spain in 1984 or in Germany in 1985. However, this hap-
pened only in a very cautious way. To tranquilize public opinion and the
unions, at the very moment when atypical work was made more flexible
by statutory law, the same law accorded the open-ended full-time con-
tract the status of normal employment.

Nevertheless, the growth of atypical work is noticeable. For many
young people, atypical work is frequently used as a substitute for a very
long trial period. The regulation of atypical work, even if theoretically
protective, is useless when the level of unionization is too low. A lot of
atypical work in France breaks the law, but few workers complain because
they are hoping for a better contract. However, it seems that the propor-
tion of atypical work is fairly stable, perhaps because the law on dismissal
is not very efficient.

The law on dismissal

If the labour contract has no fixed term, the employer can dismiss
the worker. But notice must be given and severance pay must be pro-
vided, at a level which depends on the worker’s seniority. Furthermore,
the reason for dismissal must be “real and serious”. Each dismissal is sub-
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ject to a specific procedure; if the suppression of more than 10 jobs in a
month is foreseen, the employer must consult the works council, and
indemnify or re-establish the workers whose jobs have disappeared.

These procedures certainly cost money, but they do not make dis-
missal impossible. According to French companies, it is still easier to dis-
miss in France than in Germany or in Northern Europe but much more
complicated than in the United Kingdom. Since 1974 companies have
learned to use the law on dismissal.

Besides this, economic decisions, which depend solely on the
employer, make the redundancy procedure inevitable, with no efficient
recourse for workers. Plant relocation to low-wage countries is almost
impossible to prevent. Outsourcing or subcontracting allows the big
companies to avoid hiring directly, and thus to avoid the law on dismissal.
When subcontractors lose a contract, they can claim the loss is a “real and
serious” reason to dismiss.

As a result, even if no real deregulation occurs — which is the case
in France or Germany, European workers can't be sure that their career
will not be interrupted by dismissal. Entering on a career is difficult with
atypical work; exiting may be worse: pre-retirement is not for everybody
and it is not uncommon for people to finish their working life without a
job. This has led to various reactions.

The reactions

When workers feel that employer decisions are unfair and there is
no appropriate means of defence, one response is to use “victims’
weapons”. A more constructive approach is to outline new career pat-
terns: “flexicurity”, transitional markets or occupational social security.
We will examine these two types of reaction below.

Workers as victims

In an Act of 17 January 2002, France introduced the statutory reg-
ulation of “moral harassment”. According to French lawyers, this new law
has produced a sort of eruption. Before 2002, the issue of harassment was
discussed, but not very much and rarely in Court. Since 2002, almost all
dismissal cases (and many others) have become harassment cases.
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Obviously, this has a lot to do with growing flexibility and work
intensification. But American colleagues admit that in many cases, work-
ers use discrimination to contest unfair dismissal. Workers don't really
believe they were dismissed because they were fat, or Mexican, black or
old... But the law doesnt offer appropriate remedies, especially in non-
unionized companies. So workers claim to be the victims of discrimination.

In the United States, such a development can be explained by the
legal theory of “employment at will”, which leaves the workers unpro-
tected. The multiplication of remedies based on discrimination is not a
sign of healthy labour law. However, it must be noted that the American
phenomenon has now extended to the European Union. Labour law
used to be called “class struggle law”. “Victims’ law” has supplanted class
struggle law.

This is not to say that EC/EU regulations to combat discrimination
are not both morally and economically useful. French regulations were
outrageously ineffective 30 years ago. The development of EC/EU law
certainly determined important changes in national law and in the effec-
tiveness of the law (concerning equality between sexes, especially). Fur-
thermore, from an economic point of view, it was not possible to create
a unified European labour market without trying to harmonize the situ-
ation of men and women in each country.*

But the reason for the American inflation of claims artificially based
on discrimination — lack of dismissal regulation — does not apply in the
majority of European states, and especially not in France. What, then,
explains the success of moral harassment? | would propose the following
hypothesis: actions based on discrimination or harassment seem to have
a greater legitimacy than claims under ordinary labour law, because they
are based on the principle of a fair market between equal contractors.
Equality between contractors is the soul of the market. In a fair market
(even in the Stock Exchange), discrimination is prohibited,® in the same
way as intimidation or violence is prohibited. If workers plead harass-
ment, even when labour law recourses exist, it may be because the ideol-
ogy of the fair market — which allows reparation to victims of torts —
seems more reliable that the principles of labour law, which used to
impose obligations on employers whether they were “guilty” or not.

+ Almost all strong EC/EU regulations are related to the need for market unification.

5 It is obviously prohibited to boycott a company because of the race or nationality of the share-
holders.

58



Deregulation and labour law

The lawyer and the shop steward

Portraying the worker as a victim amounts to a redistribution of
roles in the social struggle. Under the old labour law, the shop steward
was the important figure. When the draft of the new French law on moral
harassment was discussed, certain unions hesitated. Union lawyers
strongly supported the new regulation — which makes the lawyer the cen-
tral figure. For lack of any alternative strategy, French unions finally sup-
ported the reform.

It is perhaps not only unions who have used this type of regulation
to camouflage their impotence: each time a government lacks ideas and
wants to promise something without changing too much, it will
announce new measures concerning discrimination or harassment (this
applies to the EU as well). If minimum wages cannot be ensured, and if
the harmonization of dismissal regulations is impossible, if preventing
plants from closing down is difficult, at least, we have done something...

Substitute claims for workers, and substitute regulations for the
public authorities: that is the first type of reaction to growing flexibility
and inequality. Building new career patterns is another type of response,
under regular labour law.

New career patterns

It is obvious that many changes in company behaviour are genuine,
and that a real “come- back” of traditional labour law is not possible.
Besides the emphasis on market mobility, significant modifications have
been made in productive organizations during the two last decades. For
example, after first imitating the Japanese style of subcontracting, certain
French companies have elaborated a new model of partnership, which is
economically more efficient.

We have to explore alternative ways. One of these was proposed by
the 1999 Supiot report, entitled Beyond employment, which was prepared
for the EC Commission.® According to this report: professional status
must be redefined, in such a way that it guarantees the continuity of pro-
fessional trajectories more than the stability of a sole contract. It matters

¢ Directed by Professor Alain Supiot (Nantes University), this report was written by a group of nine
scholars — lawyers and economists from different countries.
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first to protect the worker during the transition period between jobs...
What is at stake is nothing less than to give up the model of the linear
professional career. Career interruptions and changes of activity must be
integrated as normal events of the professional status.

Certain changes have already occurred within the perspectives of

the Supiot report. | would like to give few concrete examples of the
French situation.
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Individual right to vocational training for workers. Workers with suf-
ficient seniority can decide to suspend execution of the labour con-
tract, in order to study. Workers are paid during their study period.
The allowance comes from a special fund, managed jointly by
unions and company organizations. This fund is fed by a tax paid
by all employers as a proportion of their wage bill. Thus, workers
can upgrade their skills without resigning or losing income. A
nationwide collective agreement of 20 September 2003 improved
on this regulation, creating a new individual right to vocational
training, which depends on seniority, and which can be transferred
from one company to another when the worker is dismissed and
finds a new job.

Keeping a labour contract during a transition period. Since 1984, the
law allows workers to take leave to try to create their own business.
They can do this without resigning their labour contract. A law of
1 August 2003 stipulated that a new “contract for supporting a
business project” may be concluded between a company and a new
entrepreneur. Various rights usually reserved for workers, such as
social security and unemployment insurance, are granted in the
framework of this contract, whose duration is between 12 and
36 months.

For the same purpose, many small reforms facilitate the coordina-
tion of several simultaneous activities (such as two part-time con-
tracts) or of several successive activities. For example, an Act of 18 Jan-
uary 2002 made it possible for workers with a fixed-term contract
to resign at very short notice, if they are offered an open-ended con-
tract in another company.

Financing the transition is made possible by several mechanisms. For
example, in certain companies, collective bargaining creates
accounts in which workers can “store” the right to a later income
(non-used holidays, increased allowance for extra hours...) When
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the workers wish to do so, they can “draw” on the account. This is
an alternative to insurance, which is less passive and which gives
workers a (limited) means of career planning.

To offer a real alternative to simple flexibility and to grant a new
professional identity to workers with interrupted careers, all these small
measures need a global vision. Presenting alternatives to flexibility,
Jérdbme Gautié (forthcoming), distinguishes two directions for change:
the first “asset-based welfare”, accepts that the internal labour market
should be replaced by an external labour market. Nevertheless, the State
must help individuals to build their skills (professional capital). Through
improving employability and financing vocational training, the State real-
izes some redistribution efforts. But finally, the labour contract” and the
individual acting on the market are the horizon. The second way is to try
to replace the internal market by “transitional markets”. Instead of leav-
ing the professional worker alone in the market, the new welfare should
try to regulate the transition — through collective bargaining or statutory
laws, whereby the employer retains some responsibilities. If the German
sociologist Gunther Schmid or the “Supiot report” have theorized this
way, Scandinavian countries, especially Denmark, are believed to have
experienced it. Claiming occupational social security, the main French
union (CGT) have adopted this as a new strategy.

“Asset-based”or “citizen-based” reorganization of the labour
market? Certainly, the consequences of growing flexibility continue to
cause surprise and to stimulate.
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Taking gender seriously:

The feminization of non-standard
work in the Republic of Korea
and in Japan

Johee Lee

Introduction

n an influential book called Taking Japan seriously, Professor Dore

found that Japanese industrial organizations were able to drive an
improvement in productive efficiency from internal, or functional flexi-
bility, forgoing the flexibility of hiring and firing, i.e. external numerical
flexibility. This puzzled him, making him ask the following question later,
“Is the trade-off the same everywhere or is it to do with Japanese cultural
and ethical traditions?”

In fact, Japan did not sacrifice external flexibility, or more accu-
rately, the external flexibility of the whole labour force. Japanese firms
have internal labour markets which can provide lifetime employment and
extensive seniority pay, but only large enterprises can afford such costly
mechanisms. Lifetime employment in larger enterprises also depends on
the existence of part-time and temporary workers, and on those
employed by subcontracting small or medium-sized firms. These work-
ers, who are either forbidden to join a union at all, or who have very lim-
ited opportunities to establish unions in their firms, are always vulnera-
ble to discharge, while the workers hired by large firms enjoy relatively
safe employment, high wages, and enterprise-provided welfare.
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The same applies to the Republic of Korea. Nowadays, it is quite
common for a firm to try to achieve both internal and external flexibil-
ity, to pursue both allocative and productive efficiency. The Korea Labour
Institute (KLI) 2002 national establishments survey (2,392 cases) shows
that firms maximizing internal or functional flexibility tend to employ
more workers in non-standard arrangements (Lee and Lee, 2003). Exam-
ining recent changes in the US telecommunications industry, du Rivage
(2000) also reports that, since the break-up of AT&T, the industry has
been characterized by an employment structure where an ageing core of
workers is surrounded by a ring of non-union, often temporary or con-
tract workers.

Unlike research on non-standard forms of employment that tends
to focus on individuals or industries, such studies of how and why firms
use flexible employment arrangements enable us to investigate the mul-
tiple reasons why atypical employment is becoming more common. The
same survey by the KLI found that firms with confrontational labour
relations, and unionized firms tend to hire more workers in non-standard
arrangements.* Based on a 1997 national survey of about 1,000 estab-
lishments, Kalleberg and Reynolds (2000) confirmed that larger firms are
more likely to employ temporary workers as a way of avoiding the nega-
tive consequences of size, such as bureaucratization and unionization.

Despite the growing scholarly attention to various dimensions of
increasing atypical employment arrangements, the gendered nature of the
process has not been clearly analysed. The academic study of industrial
relations exists in a genderless universe (Pocock, 1997). Mainstream
industrial relations has never systematically analysed the costs of male
unionism for women workers since the discipline was blind to the work-
place struggle between employees and employers in the context of gender
politics. This certainly made a lot of industrial relations research inaccu-
rate and incomplete. Feminism has long argued for the need to acknowl-
edge the link between paid and unpaid work, the private and the public,
the domestic sphere and the paid workplace (Pocock, 2000). The new
style of work organization adopted in the face of intensifying global com-
petition has come to depend more and more on the cheap, productive,
and flexible labour supplied by women workers (Carnoy, 1999). There-
fore, whether labour can successfully defend itself against the damaging

! The survey suggests that, at least in the Republic of Korea, managers are not only interested in max-
imizing flexibility in order to survive intense global competition. They are also interested in avoiding trade
unions.
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effects of increasing flexibility is critically determined by its ability to pro-
tect and empower this particular demographic group in the labour
market.

This paper analyses the nature and challenges of growing non-stan-
dard employment through the lens of gender. A disproportionately large
number of women workers are employed in unprotected non-regular jobs
in the Republic of Korea and in Japan, while their male counterparts hold
relatively secure and high-wage regular jobs. The two countries also share
similar trade union movements exclusively organized at the enterprise
level, and a decentralized collective bargaining structure. Some thorough
analytical studies have been carried out on non-standard employment
arrangements in both countries (Jung, 2000; Yun, 2002; Houseman and
Osawa, 2003; Sato, 1998) but no comparative research on this topic has
been undertaken from the standpoint of industrial relations and gender
politics. The next section of this paper develops an analytical framework
through which national differences in the gendered nature of non-stan-
dard work can be investigated. This is followed by more detailed case
studies of Japan and the Republic of Korea. The paper concludes with
practical suggestions for a new employment relationship, which must
accompany the passing of the male breadwinner model.

Explaining variations in non-standard work:
A gender perspective

National patterns of non-standard employment, including the rel-
ative use of different forms of flexible contract, vary greatly from coun-
try to country. In Spain, for example, there has been a sharp increase in
temporary employment so that one out of every three jobs is temporary;
the proportion is one in 20 in Luxembourg, Slovakia and the United
States (OECD, 2002). Elsewhere, as in Germany, part-time employment
has increased rapidly, and in the Netherlands, a disproportionately large
number of workers are employed part-time. But women have been par-
ticularly subject to the casualization of work, and they are over-repre-
sented among temporary and part-time workers.

The Republic of Korea and Japan stand out among OECD coun-
tries as having the widest gender gaps in employment as shown in table 1.
Despite high GDP per capita and high levels of education, women’s
labour force participation and gender earning ratios are among the

65



Work in the global economy

Table 1. Women’s employment indicators, Republic of Korea and Japan

Republic of Korea Japan OECD average
Women's employment rates
(Total) 56.3 62.7 69.0
Gender gap? 31.8 31.6 18.6
Women's employment rates
(University/tertiary education) 55.0 62.7 82.1
Gender gap 34.9 335 11.2
Gender wage ratio 63 65% 849
(2001) (2001) (1998)
Temporary work®
Female 57.8 20.9 15.2
Male 42.4 6.8 12.9
(Total) 48.8 12.5 13.9
Part-time work Female 9.9 394 25.7
Male 5.2 11.8 7.6
(Total) 7.1 23.1 15.3
Unpaid family work?”
Female 19.3 10.6 6.3
Male 2.0 1.7 2.0
(Total) 9.1 53 3.1
Unemployment rates
Female 34 4.7 7.8
Male 4.8 5.1 5.8
(Total) 4.2 5.0 6.3

Notes and Sources:

Y Women's employment rates, total and university/tertiary education: OECD economic outlook,
2001.

2 Percentage point difference between the employment rates for men and for women.

% Gender wage ratio, Republic of Korea, Statistics on wage structure, Ministry of Labour, 2002.
% Gender wage ratio, Japan, Wage indicators General Labour Research Institute, 2002.

9 Gender wage ratio, OECD average, OECD economic outlook, 2001.

8 Temporary work, part-time work, unemployment rates, OECD economic outlook, 2002, except
for temporary work data in Republic of Korea, which come from Additional census on economically active
population, National Statistics Office, Republic of Korea, 2003.

7 Unpaid family work, OECD, Labour Force Statistics-Indicators.
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lowest. The two countries also have in common the fact that the employ-
ment rates for women with college degrees are lower than those for less
educated women. In all other OECD countries employment rates are
generally much higher and the gender gap smaller among women with
college degrees than among less qualified women (OECD, 2002).

Not surprisingly, these two countries also share very high rates of
female workers in non-standard employment arrangements, compared to
the OECD average. This is partly because the tradition of lifetime
employment makes it difficult for women to re-enter the labour force if
they stop work when they have children. As a result, these women work-
ers usually experience severe career interruption during their childrearing
years,? which marginalizes them into non-standard forms of employ-
ment. Almost 70 per cent of Korean women workers and over 60 per cent
of Japanese women workers were either temporary or part-time workers
in 2002. Indeed these women workers hold “permanent temporary
status”.

National culture and social norms typically explained the low
employment status of women in the Republic of Korea and Japan. Mar-
ried women were under pressure not to work; this led to lower fertility
rates, as working women postponed marriage and children. At the same
time, women bore most of the non-market work, notably domestic
responsibilities and childrearing. However, the social norms that prevent
women from working have long existed in other countries as well. The
corporatist welfare states in Europe restricted women’s role to the domes-
tic sphere, reinforcing the male breadwinner model. For example, in the
Netherlands, mothers with children are expected to stay at home, and
they rarely work full-time. The lack of childcare also forces Dutch moth-
ers either to take part-time jobs or to remain childless.® The traditional
gender pattern is very strong, with women constituting the majority of
part-time wage earners. The proportion of Dutch women in part-time
and temporary employment arrangements is over 70 per cent, which is
even higher than that of Korean women.

A deeper comparison between these countries, however, reveals sur-
prisingly different patterns. On the part of both men and women in the
Netherlands there is a stronger preference for part-time work than in

2 This is known as the M-shaped pattern of female labour force participation.

* In 1996 the Dutch welfare state ranked lower than most European welfare states in its provisions
and services for young families (Rasmussen et al., 2003).
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other countries. Although it is still mainly women who hold part-time
jobs, 18 per cent of employed males worked part-time in 1998, compared
with 6 per cent in the 15 EU countries. Even more significant is the fact
that while part-time employment has rapidly increased, the average hours
of work of full-time workers have decreased (Berg et al., 2003). As a
result, the distinction between full-time and part-time jobs is becoming
blurred, with working time now the only significant difference. The
reduction of men’s working time is supposed to change the family divi-
sion of labour and women’s labour market participation (Bosch, 2003).
In the Netherlands, fathers of young children are entitled to reduced
hours, and 13 per cent of fathers switched temporarily to a 4-day week
in 1994 (OECD, 2001). In sum, despite a clearly gendered pattern of
part-time employment in the Netherlands, the gender gap in employ-
ment status is narrowing.

Two interrelated factors helped the Netherlands to bring about such
changes in employment relations. First, the Dutch government passed
several influential laws that regulated and protected part-time work, and
improved the flexibility of full-time jobs. Even before the 1997 EU
Directive on part-time work set a standard of equal treatment for full-
and part-time workers, the Equal Treatment Act of 1993 firmly estab-
lished the concept. As a rule, part-time workers pay pro rata social insur-
ance contributions in exchange for pro rata entitlements. In addition,
with the Adjustment of Hours Act, which took effect in July 2000, full-
time workers also have a conditional right to increase or reduce their
working hours. Furthermore, tax reforms now provide greater incentives
for the partners of employed people to work. Individualized pension enti-
tlements unrelated to earnings and based on citizenship rather than
employment have also contributed to the normalization of part-time
work (Rasmussen et al., 2003; Berg et al., 2003).

It was, however, flexible multi-level governance in national indus-
trial relations systems and a coordinated bargaining structure that actu-
ally promoted the legislative changes and made them function at work-
place level. The Equal Treatment Act of 1993 simply reflected many
collective bargaining agreements which guaranteed that part-time work-
ers would be treated the same as full-timers. The main union confedera-
tion, FNV was very active in advocating the right to work part-time for
both men and women and in promoting equal rights for part-time and
full-time workers in the 1990s. The presence of works councils at enter-
prise level has also helped both labour and management to negotiate and
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fine-tune flexible working time arrangements. Above all, the beginning
of the “Dutch miracle” itself owed a lot to the national compromise of
1982, known as the Agreement of Wassenaar, in which the trade unions
promised to forgo wage increases in exchange for working time reduc-
tion. Since then, the Netherlands has been known for its successful com-
bination of flexibility and security, i.e., “flexicurity”.*

Changes in employment arrangements have occurred at a time
when collective bargaining in many countries has been under threat from
state- or employer-driven decentralization and the individualization of
employment relations. However, as lversen and Pontusson (2000)
pointed out in their study of comparative political economy, common
trends and cross-national convergence should be distinguished for analyt-
ical reasons. Globalization, decentralization, and pressures for increased
flexibility are common trends that almost all the advanced industrial
countries are now confronting, but these countries are certainly not
becoming more alike. In the Anglo-Saxon countries such trends have
weakened the position of trade unions and deregulated labour markets.
In other countries, organized decentralization has had different out-
comes. Coordinated sectoral bargaining, which Traxler (1995) described
as organized decentralization, continued to regulate labour markets and
employment systems in several European countries. Countries with a cer-
tain degree of coordination in their bargaining structures, such as the
Netherlands, tend to achieve more favourable social welfare outcomes
along with economic growth than countries without such coordination
(Lee et al., 2003). Unfortunately, neither the Republic of Korea nor Japan
possessed such an institutional infrastructure for collective bargaining;
further, they did not have a trade union movement capable of building
the institutions.

Women part-timers in Japan:
Are they really “happy”?

In Japan, non-standard forms of employment mostly refer to part-
time work, as dispatched or temporary employment are relatively

¢ It is defined as “a policy strategy that attempts synchronically and in a deliberate way, to enhance
the flexibility of labour markets, the work organization and labour relations on the one hand, and to enhance
the security — employment security and social security — notably for weak groups inside and outside the labour
market on the other hand” (Wilthagen et al., 2003).
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insignificant. During the decade 1990 to 2000, part-time employment
in Japan increased by almost 50 per cent, while the ratio of women
among all part-time workers rose from 69.4 per cent to 71.6 per cent,
and that of women part-time workers among total female employees rose
from 27.9 per cent to 36.1 per cent (Yuki and Yamada, 2003). In some
countries the practical distinction between full-time and part-time work
has less to do with hours worked than with status and working condi-
tions, and Japan is a case in point. A large number of part-timers in Japan
have the same working hours as full-timers. Although during the same
period the proportion of male regular workers fell from 91.3 per cent to
88.3 per cent, male non-regular workers are mostly young and unmar-
ried students who do not look for regular jobs.

A popular explanation for the feminization of part-time work in
Japan is that women want the convenience and shorter hours because
they have to balance work with family responsibilities. However, much
evidence suggests that these supply-side considerations are insufficient to
account for the increasing feminization of non-standard work in Japan.
Ueno (1994) argues that demand-side changes in the industrial structure,
the move from heavy to information-based industries, and a national
policy unwilling to admit immigrant workers, all created a labour short-
age; Japanese women filled the gap as insecure underpaid part-timers. A
survey by the Japan Labour Research Organization in 1998 reports that
57.1 per cent of female university graduates preferred to work continu-
ously, without interruption, while only 28.7 per cent wanted to leave
work when they married or had children (Women’s Online Media
Homepage, 2001).

A more direct and plausible explanation comes from the fact that,
in Japan, employers are constrained by a core set of ageing workers who
receive significant wage increases with tenure. The employers need some
flexibility to adjust employment levels and this has been accomplished by
adjusting the number of part-time, temporary, and other casual workers
who do not enjoy the lifetime employment commitment of the firm
(Houseman, 2003). In addition, the taxation system sets the limit for
income tax exemption at 1.03 million yen, which is also the maximum
deduction on a husband’s income, thereby forcing women part-timers to
adjust their working hours so that they do not exceed that amount.
Women part-timers with an annual income of 1.3 million yen or less are
exempt from social insurance premiums, while their social security enti-
tlements derive from their husbands’ regular jobs. Such incentives offered
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by tax and social security systems for part-time workers effectively pre-
vent Japanese women from engaging in full-time careers.®

It is also frequently pointed out that the gender gap in employment
status does not necessarily mean that these women workers are excluded
from social protection. The issue of exclusion needs a careful exploration
of the distribution and mobility of individuals and households across
marginalized and core sectors. If non-regular workers are tied to core
workers by kinship relations, and/or there is high mobility between these
two sectors, it can be assumed that non-regular workers are also part of
the compromise by means of their life course trajectory and/or household
formation. This is especially true of Japanese women workers, since most
women live in households with male workers. Jung (2002) argued simi-
larly, adding that the social insurance coverage of Japanese workers in
non-standard arrangements is higher than that of Korean workers in the
same situation.

Table 2. Gender wage ratios in Japan and the Republic of Korea, by sex and
employment status

Japan Republic of Korea
Male 100 100
Female 520 62
Regular 100 100
Non-regular 45 49
Regular male 100 100
Non-regular male 61 52
Regular female 66 72
Non-regular female 32 38

Note:

Y This gender wage ratio is smaller than the ratio reported in table 1, as the calculation is based on
a different survey result.

Sourece:

Japan: Survey report on diverging employment status and working conditions Ministry of Labour, Labour
Policy Research Bureau, 1999. Republic of Korea: Additional census on economically active population, National
Statistics Office, Korea, 2003.

5 The Japanese Government is planning to revise the public pension system in 2004, and part-time
workers with an annual income of 650,000 yen or higher will be required to subscribe to the employee’s pen-
sion plan (Women’s Online Media Homepage, 2001).
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Table 3. Coverage of social insurance and severance pay in Japan and
Republic of Korea, by sex and employment status (per cent)

Japan National Medical Employment ~ Severance ~ Company
pension insurance  insurance pay pension
All Male - - - 82.4 53.3
Female - - - 49.4 255
Regular Male - - - 921 59.6
Female - - - 86.7 45.9
Non-regular Male 41.4 44.4 45.9 25.4 15.9
Female 36.8 38.6 51.8 12.3 5.3
Republic of Korea National ~ Medical Employment  Severance ~ Company
pension insurance  insurance pay pension
All Male 66.6 68.6 57.1 62.8 -
Female 45.1 46.2 39.6 38.9 -
Regular Male 96.9 97.9 80.0 99.0 -
Female 95.6 96.9 78.0 98.0 -
Non-regular ~ Male 30.0 33.3 294 18.5 -
Female 23.0 24.8 22.7 10.5 -

Source: As for table 2.

However, this does not solve all the problems caused by the severe
gender gap in employment status. First of all, every “modern” society has
a certain rate of marital dissolution either by divorce or by death. In that
case, the material welfare of the female-headed household is far below
that of the male-headed household. Table 2 demonstrates that the gender
wage ratio of non-regular female workers in Japan is even smaller than in
the Republic of Korea, as these women earn just 32 per cent of the regu-
lar male worker’s wage. Jung (2002) is correct in pointing out the broader
national social insurance coverage for non-standard work in Japan, but
when we break down the coverage by sex (see table 3), it becomes appar-
ent that Japanese women part-timers are generally excluded from com-
pany welfare such as severance pay and occupational pensions. In Japan,
unlike most European countries, the provision of privatized welfare
within the enterprise is an important source of workers’ overall economic
well-being.

The feminization of non-standard work in Japan is not unrelated
to the fact that Japanese women workers are under-represented in the
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trade unions and the labour movement hierarchy. The unionization of
part-time workers, most of whom are women, stands at a low 2.7 per
cent, in sharp contrast with that of the total workforce, which is 20.7 per
cent. It is true that a growing number of atypical workers forced the
union leadership to take a more serious approach to women’s work life.
Yuki and Yamada (2003) reported on the transition of trade union
employment policies regarding part-time work in the 1990s, focusing on
the Japan Trade Union Confederation (Rengo-JTUC). In the late 1990s
Rengo demanded a revision of the Part-Time Work Law (enacted in
1993) and the ratification of ILO’s Part-Time Work Convention
(No. 175). Rengo stressed the necessity of equal treatment for part-time
workers and criticized discrimination against so-called “pseudo part-time
workers”. However, the trade union movement in Japan largely failed to
stipulate equal treatment for part-timers. Employers are still not obliged
to pay major social insurance contributions for part-time and temporary
workers.

Equalizing misery: The rise of temporary work
in the Republic of Korea

The majority of Korean workers in atypical employment are tem-
porary workers, and partly because of that, the gender division between
regular and non-regular jobs is not as apparent as it is in Japan. While the
casualization of work is more severe for women, over 40 per cent of male
workers are also employed as temporary workers. Of course, this cannot
conceal the fact that temporary women workers are most disadvantaged
in the labour market.

The drastic increase in temporary work during the financial crisis
of 1998-2000 was not a gender-neutral process. In addition to the
notable decline in employment demand, job security also deteriorated as
firms made swift adjustments to improve flexibility. The proportion of
regular workers in the active labour force decreased from 58 per cent in
1995 to 52.8 per cent in 1998. Despite the financial crisis, the propor-
tion of male non-regular workers among male workers temporarily
decreased to 35.3 per cent in 1998 from 35.4 per cent a year earlier.
But during the same period, the proportion of female non-regular
workers increased sharply from 61.6 per cent to 65.3 per cent. This trend
suggests that non-standard forms of work and employment have
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significantly expanded in the Republic of Korea, following a path of
concerted flexibilization, and that female workers are disproportionately
affected.

Furthermore, widening wage differentials between regular and non-
regular workers suggest that inequality between female and male work-
ers is on the rise. Although the gender wage gap has narrowed over the
past 20 years in the Republic of Korea, women still earn just 62 per cent
of the average male workers’ wage, and non-regular women workers earn
well under half the average regular male workers’ wage. The social and
company welfare gap between regular and non-regular workers is even
greater than wage differentials.

If firms are given unrestricted freedom to choose marginal non-reg-
ular workers over regular workers, and if the regulatory gap between
employment arrangements persists, then the existence of cheap and
unprotected female labour will eventually cause the employment condi-
tions and standards of male workers to fall (Bosch, 2003). The steady
increase of male non-regular workers in Korea may indicate a deteriora-
tion in general employment standards. The Korean national trade union
leadership is well aware of this problem, and thus wanted to improve the
organizational power of the labour movement by promoting industrial
unionism. Enterprise-based collective bargaining agreements often do
not cover non-regular workers, and this gives employers strong incentives
to replace regular workers (Lee and Lee, 2003).

However, enterprise union leaders and members, facing severe
employment adjustment pressures, frequently let employers use non-reg-
ular and/or female workers as buffers to save regular jobs. The events at
Hyundai Motor Company (HMC) in May 1998 illustrate this point. At
the time, HMC management announced a plan to lay off over 8,000
workers, and actually notified about 1,500 employees that they would be
discharged. The HMC union strongly protested against the management
decision, and as a result, only 277 workers were eventually laid off. Most
of them were married female employees working in the HMC cafeteria.
After the layoff, they were re-employed, but as non-regular dispatched
workers who no longer belonged to HMC. Since then, the HMC union
and management have agreed to an employment stabilization pact, which
specifically states that the proportion of non-regular workers should not
exceed 16.9 per cent of the total labour force. However, it is suspected
that HMC has already exceeded this limit.
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Despite the efforts of the national union leadership, growing decen-
tralization and individualization in bargaining has continued, and it has
been detrimental to maintaining equity among workers. It is directly
related to increasing non-standard employment and a worsening employ-
ment structure in the Republic of Korea. Those temporary and day work-
ers who are not allowed to join enterprise unions are bound to be the sub-
ject of individualized contracts, and therefore unprotected by collective
bargaining agreements.

Table 4. Proportion of women in enterprise union leadership positions
by national centres, Republic of Korea (per cent)

KCTUY FKTU? Total®
President 3.53 1.43 2.20
Chief Vice-President 4,17 4,61 4.25
Vice-President 13.89 8.76 10.15
Secretary-General 5.81 7.98 7.32
Auditor 8.39 10.54 10.27
Other Leadership Position 14.97 17.25 16.27
Total 12.03 11.97 11.91

Notes:
b Korean Confederation of Trade Unions (No. of unions: 1, 341; Approx. membership: 586, 809)
2 Federation of Korean Trade Unions (No. of unions: 4,501; Approx. membership: 888, 503)

% Proportion of total female trade unionists is 21.12 per cent (total number of enterprise unions sur-
veyed: 596)

Source: 2003 National establishment survey, Korea Labour Institute.

The under-representation of women workers in virtually all union
positions holds back the ability of the labour movement to devise strong
social legislation that can regulate non-standard employment, and pro-
vide public childcare infrastructure. Union density reached a high point
of 18.6 per cent in 1989, after which it steadily declined to 11.8 per cent
in 2001. But a breakdown of the figures by sex reveals an even more
striking decline in the organizational rate for women, which reached
21.2 per cent in 1978 and had fallen to 5.6 per cent by 2002. Moreover,
women unionists are not in positions of influence in the enterprise
unions. According to KLI’s 2003 national establishment survey, based on
596 unionized firms, only 2.2 per cent of union presidents were women,
while women accounted for 21.1 per cent of enterprise union member-
ship. In order for the trade unions to attract and retain new groups such
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as women workers, they must change. They must promote comprehen-
sive gender policies and conclude collective agreements which include the
principles of equal treatment and equal pay.

Conclusion: Towards a new employment
relationship

A central topic in the field of non-standard work is “flexicurity.”
This study has referred to the Netherlands, which has flexible multi-level
governance in national industrial relations systems including tripartite
and bipartite institutions. The country has developed influential legisla-
tion and industrial collective bargaining agreements which offer protec-
tion as well as learning and training opportunities for workers in non-
standard arrangements. As a result, the employment status gap in the
Netherlands is getting narrower, in contrast to the situation in the Repub-
lic of Korea and in Japan.

Bosch (2003) agrees that flexibility should accompany security, but
he goes one step further to define a new, flexible standard employment
relationship, which should depart from the traditional male-breadwinner
model. His new model bears a strong resemblance to the Swedish welfare
state. The new standard employment relationship must achieve what the
old model accomplished i.e. the protection of employees against eco-
nomic and social risks, the reduction of social inequality, and increased
economic efficiency. In addition, the new model must reconcile paid
work and family life, and satisfy the aspirations of a better educated work-
force in its search for greater freedom of choice. The core assumption is
that the more strictly all forms of non-standard work are regulated, the
more similar they become to standard employment.

These discussions are all very beneficial, but one should keep in
mind that even the Swedish women-friendly welfare state has suffered
from severe gender segregation and unevenly distributed life chances.
Curtin and Higgins (1998) argue that such progressive measures will not
be realized if the major actors in the labour market ignore social inequal-
ities already present in the workplace, i.e. gender. The new flexible and
secure workplace that provides full and equal opportunities to all current
and future participants in the labour market can only be achieved when
researchers, policy makers, and trade unionists abandon the gender-blind
approach.
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The results of this study point to the following three findings of
practical and theoretical importance. First, while non-standard arrange-
ments may offer women the flexibility to combine work and family
responsibilities, many of the part-time and temporary jobs found in the
Republic of Korea and Japan are associated with casual employment con-
ditions and are detrimental to women’s career development. In order to
reduce the gender gap in employment status, social policies that favour
working mothers, such as paid parental leave and subsidized childcare are
critical. However, the policies may have negative effects, as they make
women more costly to hire, thus shifting them into non-standard forms
of work. Therefore, policies that help working women and men to bal-
ance work and family must be accompanied by strong legislative efforts
to implement equal pay between men and women, and to guarantee
equal treatment of workers in non-standard employment arrangements.
If the principle of equal treatment is not respected, there is a risk that the
standard employment relationship might also be affected by the increas-
ing casualization of work. This is already happening in the Republic of
Korea.

Second, however, a decentralized collective bargaining structure
devoid of coordination is not conducive to properly balancing flexibility
and security. Enterprise unionism in Korea and Japan deepened the dual-
istic tendencies in their labour markets, protecting a core set of ageing
workers for whom lifetime employment and seniority-based work prac-
tices are applied, and using non-standard and/or female workers as
buffers to further preserve regular jobs. Thus it is necessary to create
greater coordination within the industrial relations systems of these two
countries, by encouraging social dialogue between labour and manage-
ment at both the meso- and micro-level.

Finally, the trade union movements in the Republic of Korea and
Japan must improve their representative functions for women workers.
The decline in union membership is largely due to the fact that the labour
movements have failed to recruit the increasing numbers of women
workers in non-standard employment arrangements. It is also related to
the fact that women rarely occupy leadership positions in the national
federations or the individual enterprise unions. Family is a severe con-
straint not only on work but also on union activity; the constraint is more
severe for women than it is for men. The current trade union leadership
in these countries should keep in mind that simply getting women rep-
resented in elected positions in proportion to their membership does not
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automatically improve the representation of women’s interests. Women
elected by such routes are usually perceived as marginal in trade union
politics, and these women themselves may feel that it is not appropriate
to raise women’s issues (Colgan and Ledwith, 2002). A thorough trans-
formation of trade unions’ organizational culture and independent
organizing efforts by women workers will ensure that women's concerns
are represented more effectively within the union and at the bargaining
table.
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Comment by Hiroya Nakakubo

our points should be borne in mind during the discussion on
labour market flexibility. The first point is that flexibility is an
elusive notion.

As Professor Dore pointed out, its ambiguity conceals certain cru-
cial characteristics, such as productive efficiency and allocative efficiency.
Talking in terms of efficiency rather than external/internal flexibility gives
a clearer perspective. Professor Dore’s new definitions are highly relevant
to an analysis of Japanese labour market and employment practices. We
may wonder if America’s flexible system is really so efficient, considering
the costs and unfavourable consequences that it tends to entail.

Japanese employers have had a relatively free hand, or internal flex-
ibility, in their pursuit of productive efficiency. They can easily transfer
employees from one position to another according to business needs, and
Japanese enterprise-based unions are more or less understanding and
cooperative. In recent years, however, many Japanese companies have
come to regard their traditional seniority wage system as detrimental to
productive efficiency, and have tried to replace it with a more individu-
alized, performance-based wage system. The same is true of the provisions
on working hours laid down by the Labour Standards Law. In the name
of efficiency (especially for white-collar workers), the Law has incorpo-
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rated some flexibility measures such as the controversial «discretionary
work» scheme. It is true that internal flexibility is generally high in Japan-
ese companies, but the situation should be re-examined from the view-
point of productive efficiency.

The traditional Japanese lifetime (or long-term) employment
system, coupled with the strict regulation of dismissal through a judicial
doctrine of abusive dismissal, has allowed a low degree of external flexi-
bility in respect of allocative efficiency. However, it is almost a cliché to
speak of the dual structure of Japanese labour. Outside the umbrella of
lifetime employment, there are peripheral, non-regular employees, part-
timers, temps and dispatched workers. Fairly or not, they contribute to
the allocative efficiency of Japanese employers. In addition, even regular
workers who are supposedly employed for life may be required by the
employer to leave «spontaneously». Here again, the picture should be
examined through the lens of allocative efficiency.

The second point relates to the 2003 revision of Japanese labour
laws. The Worker Dispatching Law and the Labour Standards Law were
both revised in June. Deregulation was the main thrust of the revision of
the Worker Dispatching Law. Worker dispatching in manufacturing was
made legal for the first time in history, and the limitations on the dis-
patching period were extended. However, a good deal of regulation is still
in place and the client of a worker-dispatching service has a new obliga-
tion to offer direct employment to the dispatched worker after the max-
imum dispatching period has expired.

The revision of the Labour Standards Law reduced the regulation
of fixed-term employment contracts quite considerably. The maximum
duration of the contract was extended from one year to three years for
ordinary workers, and from three years to five for certain highly-skilled
workers and older workers. This will certainly increase the variety of
employees who are not engaged on regular, permanent contracts. In con-
trast, the new provision on dismissal, which was the other main theme of
the revision, simply codified pre-existing case law and renders dismissal
without just cause null and void. The Japanese Labour Standards Law has
not relaxed its rules on dismissal for economic reasons.

Although there is a strong tide of deregulation for the sake of alloca-
tive efficiency in Japan, only cautious steps have been taken in this direc-
tion. The movement has been steady but far from dramatic. Some people
would say we are going too slowly. However, as Professor Gaudu men-
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tioned, each country is different. If Japanese society feels it is safer to
change things gradually, why not let it proceed at its own pace?

The third point is that we should identify a new set of regulations
for the emerging deregulated workplaces in a market-oriented society.
The issue here is the principle of equality, or prohibition of discrimina-
tion because of race, sex, religion, age, disability, etc. If workers are
required to accept the consequences of free competition, and different
treatment according to their own performance, ability, and choice, then
they should be given a fair chance to prove themselves. Although Japan
has been cautious in this direction as well, the development of anti-dis-
crimination laws in the United States and Europe will have significance
for Japanese legislation in the future.

The fourth point is the pessimistic tone which was detectable in
Professor Dore’s lecture. Of course, it is not easy to survive in the brave
new world of flexibility. Everyone will be greatly affected by all the
changes. However, there may be a positive side to the story.

Professor Dore talked about a young Japanese lawyer who was
unhappy in his traditional lifetime employment. His frustration is under-
standable. Japanese people have to choose between regular work and non-
regular work, and although the former offers job security and better con-
ditions, it means dedicating your entire life to the employer, being
transferred from one place to another, and putting in many overtime
hours at the expense of family life. Japanese employment practices make
it extremely difficult for people with a regular job to move to another
company.

If increased labour market flexibility can lead to a more humane
workplace, it is tempting to accept it. Of course, changes for good do not
happen without proper planning and efforts. Professor Hisamoto of
Kyoto University recently advocated diversifying the regular workers,
instead of diversifying the workforce by using non-regular workers. This
Is an attractive idea, and it would be encouraging to see other attempts
to incorporate the new values of contemporary Japanese workers into the
labour market. It is hard to tell whether we will succeed or not, but we
can be at least slightly optimistic.
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Chapter 111
Lecture 3. The direction of social
change

Ronald Dore

et me briefly state the agenda for the last two lectures. | have

asserted that a trend to greater inequality of incomes is more or
less universal and inevitable in any market system with high technology.
I also noted another trend, especially in the richest industrial societies,
towards an increasing tolerance of inequality, both its existence and its
growth, which signified an important shift in ideas of fairness. The clear-
est manifestation of that tolerance is the widespread attack on welfare
state mechanisms of redistribution which make the final, secondary dis-
tribution of income less unequal than that produced by the market.

It is on the second trend that the last two lectures will concentrate.
The first question, which is the major theme for this lecture, is how far
the trend is (a) the consequence of internal structural changes within all
industrial societies which keep abreast of the ever-more sophisticated
stock of technological knowledge as the human race accumulates it, or
how far it is (b) a consequence of one particular aspect of globalization —
cultural integration under the dominance of a cultural hegemon. Not an
original question but a revival of the old nineteenth-century debate about
social change: independent evolution or cultural diffusion? The second
question concerns the possible sources of a global rethink — which comes
down to asking whether the trend towards tolerating greater inequality is
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likely to be reversed even in the cultural/political hegemon, the United
States.

The third question, which | shall tackle in the last lecture is: sup-
posing that the trend to tolerate ever-increasing inequality remains
unchanged in the United States, how far is it possible or likely that indi-
vidual countries will resist global socio-political homogenization and con-
tinue to embody different norms, different conceptions of fairness in
their institutions? This question takes us into the whole “diversity of cap-
italisms” argument.

In 1969 the Chairman of the Peace Prize awarding committee
ended her speech on the work of the ILO, as she had begun it, by quot-
ing the motto on the document buried under the foundation stone of the
ILO’s original Geneva office. It is in Latin, as in 1919 was thought to
befit an international organization. After all, for the vast majority of the
nations gathered at Versailles the significant “world” to them was still
pretty much coterminous with the Roman Empire, plus the extensions
of Rome-derived civilization in north and south America and the
Antipodes. Even for the outlier power, Japan, part of being modern and
civilized was to have flourishing departments of classics — Greek and
Roman classics — in the state universities. So there was nothing odd in
using the world’s first global language on portentous occasions. The
motto, or injunction, read: si vis pacem, cole justitiam. If you seek peace,
cultivate justice.

“And we may add”, continued the Chairman, “by way of summing
up our experience during these fifty eventful years, and as a guideline for
the future: just as peace is indivisible, so also is justice.”

It is those last four words which | wish to dispute. Many, if not
most, discussions of justice — procedural justice, distributive justice, social
justice — do indeed assume that there are universal principles which can
somehow be arrived at through reason. And it is quite true that there are
certain acts of violent oppression which in any circumstances 95 per cent
of the human race would condemn. And it is equally true that in the
attempt to build worldwide systems of international law, the principles
of justice on which they are based must command something close to
worldwide respect if they are to be effective. It was the difficulty in achiev-
ing such unanimity which bedevilled the attempts to write into the UN
Charter a definition of aggression in 1945, or the attempts to define
unfair trade in the WTO today.
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Norms of fairness: The power dimension

But when we move off the global scale of relations between states
to questions of justice between individuals, or between individuals and
collectivities or legal entities, the variance of principles is even greater.
Principles of justice, or what | shall prefer to call, in more everyday terms,
“ideas, concepts or norms of fairness”, still, even in our globalized world,
vary widely among the world’s societies. Within societies they vary from
social group to social group and those differences are the stuff of politics,
especially political disputes over legislation. In relations between
employers and employees, between husbands and wives, the disabled
and the able, the vigorous young and those too old to work, there can
be sharp differences in what is considered fair. Clear conflicts of interest
are expressed as conflicting principles of fairness: private injuries are
given the status of public wrongs. But in spite of that conflictual
heterogeneity, it still makes sense to speak of the dominant ideas of
fairness in a particular society, dominant ideas, some firmly embodied in
law, some not, of what counts as fair and acceptable, or alternatively as
unfair and a proper cause for indignation, resentment and revolt. The
groups whose self-interested claims correspond with those dominant
ideas of fairness can thereby derive moral advantage and increased
political clout.

It is still true that relevant differences between societies in their
dominant ideas of fairness can be linked to long-standing differences in
value systems as between, say, Christian, Confucian or Islamic societies.
And note that | say “linked to”, rather than “caused by”, since the flow of
causation, the pattern of mutual feedback between ideologies, economies
and power structures — between the means of persuasion, the means of
production and the means of coercion — must always be in dispute. In
many relatively stable traditional societies, particularly in the more
sophisticated feudal societies like those of medieval Europe and Japan,
there is not much doubt about the way in which those with the confi-
dence and physical power to hold and defend land were able to coerce
acceptance of social arrangements in their own interests so successfully
that those arrangements become “normal”, and acquired a normative
character. It came to seem perfectly fair and sensible, and part of the order
of nature, that rights and duties depended on the position in the social
order into which one was born. Knights should be knightly and serfs
servile.
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But power shifts and norms also shift. \WWe observe, today, that the
ideas of fairness embodied in the unfair dismissal legislation which many
countries enacted in the 1960s and 1970s are giving way to different cri-
teria of fairness as those laws are amended with widespread support from
centrist opinion; it is perfectly proper to ask what groups, with what eco-
nomic and political power, have been able to shift the centre of gravity of
opinion among the lawmakers.

Norms of fairness: The ethical dimension

It is quite proper to ask that question about established power, but
not only that question. New ideas of fairness can come bubbling up from
below, as in the French and American revolutions, responses to what
Marx called the contradictions between economic and political structures
and Alexis de Tocqueville saw as a drive towards equality in-built in his-
tory — a function of basic and near-universal characteristics of human
nature. De Tocqueville called it an “unquestionable sign of God’s will”.*
Barrington Moore, in a brilliant survey of revolts against injustice
described it as a human capacity for a “latent form of moral anger” which
social structures could suppress, but not forever.?

The enactment of the first pieces of labour protective legislation
such as, in the United Kingdom, the 10-hours Act of 1847, was not just
the first fruit of labour agitation as Marx and Engels claimed the follow-
ing year in their Communist Manifesto.® Nor, a century later, was the
considerable extension of such legislation in the two decades after the
Second World War just the result of the entrenchment of trade union
power in the electorate. It also sprang from, to use the title of a 1950s
British novel, “the conscience of the rich”, that current of middle-class
opinion which accepted that, in the trade-off among the French Revolu-
tion’s triad of values — the trade-off between liberty on the one hand and

* Democracy in America, New York, Vintage Books, 1954, p. 7.

2 Barrington Moore, Jr.: Injustice: The social bases of obedience and revolt, London, Macmillan, 1978,
p. 46.

¢ Dicey called the vituperative debate for its introduction, running in parallel with and at cross-pur-
poses with the free-trade versus protectionism debate, “the battlefield of collectivism against individualism”
where “Benthamite liberalism suffered its earliest and severest defeat” A.V. Dicey: Lectures on the relation
between law and public opinion during the nineteenth century, (1914) New Brunswick, Transactions, 1981,
p. 237.
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equality and fraternity on the other — fairness might require that the bal-
ance shift away from liberty towards equality and fraternity.

Interwoven with the power battles between the landed aristocracy
and the manufacturing bourgeoisie there were two major strands to that
current of opinion: compassion for the weak and unfortunate, and a
socially responsible restraint of greed on the part of the powerful. Many
people have traced the shaping of that current of opinion in nineteenth-
century Britain. T.H. Marshall, in one of the classics of the welfare
debate,* described it as the increasingly substantive definition of the
status of citizenship, which he seemed to suggest was a continuing and
open-ended process. Dicey, writing at the beginning of the twentieth cen-
tury, was acutely aware of the ideological affinity between trade protec-
tion and labour protection, prefiguring today’s neo-liberal alliance
between free-traders and the advocates of labour market flexibility. Then
it was old, classical liberalism which was giving way to collectivism. He
quotes as an example a resounding assertion of the claims of society, of
equality and fraternity, against the overwhelming emphasis on liberty. It
is by Thomas Arnold, the founder of the famous British school which
invented Rugby football. Forty years after the French Revolution he
called the notion that liberty was the supreme value “one of the falsest
maxims which ever pandered to human selfishness under the name of
political wisdom” and he went on to explain in detail what he meant,
namely:

the maxim that civil society ought to leave its members alone, each to look
after their several interests, provided they do not employ direct fraud or
force against their neighbour. .....[K]nowing full well that [people] are not
equal in natural powers, [nor in] artificial advantages; knowing, also, that
power of every sort has a tendency to increase itself, we stand by and let
this most unequal race take its own course, forgetting that the very name
of society implies that it shall not be a mere race, but that its object is to
provide for the common good of all, by restraining the power of the strong
and protecting the helplessness of the weak.®

¢ Citizenship and social class, and other essays, Cambridge, CUP, 1950.

> T. Arnold: Miscellaneous works, pp. 453-4 as quoted in Albert V. Dicey, op.cit., p. 216. (see foot-
note 47).
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The mid-century consensus

The culmination of the collectivist trend was reached in the third
quarter of the last century, incorporated in an accumulating body of
labour protective legislation, and in the institutions of the social insur-
ance-based welfare state, both rationalized and theorized in the popular
philosophy of Rawls.® Rawls argued that fairness between the strong and
the weak could be achieved by designing the institutions which would be
chosen by the unborn who could not know whether they would be born
strong or weak. The labour protective legislation, setting minimum
labour standards, and regulating the nature of the employment contract,
sought to rebalance the bargaining power between strong employers and
weak individual employees, while giving weak individuals the backing of
collective strength by facilitating union organizations.

At the same time, the social insurance model of the welfare state was
a system for pooling the risks of becoming weak, within a society of cit-
izens equal in basic rights. This was to be achieved by collecting contri-
butions from those who were young and lucky enough to be able to work,
and redistributing them to those who were old or unlucky enough not to
be able to work. That insurance model alone never proved adequate
anywhere. Fairness was still thought to require a link between contribu-
tions and the right to automatic benefits. So, while social insurance might
take care of the risk of becoming weak, it could not cope with the risk of
being weak in the first place and therefore unable to build up a qualify-
ing contribution record. Hence the insurance scheme’s redistribution
between fortunate and unfortunate citizens of equal rights and duties,
and equal dignity — what de Tocqueville called “equality of condition” —
had increasingly to be supplemented by a different sort of redistribution,
progressive taxation and social assistance — assistance which was means-
tested and consequently carried stigmatizing implications of second-class
citizenship.

That mixture of labour protection and social security commanded
something of a consensus in the industrially developed world of the
1960s and early 1970s. President Johnson saw great political advantage
in proclaiming his Great Society ideal even in the most individualistic
country of that world, and may actually have believed in it. But today,

¢ Rawls, J., A theory of justice, Cambridge MA, Harvard U.P, 1971.
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after 30 years of debate, what one might call the OECD consensus has
shifted. The key slogans in that debate have been words and phrases like
“self-reliance”, “personal responsibility”, “dependency”, “freedom of
choice”, “equality of opportunity not equality of outcomes”, “initiative”,
“enterprise”. The need for labour protective legislation is challenged.
“Some scholars argue that labour law no longer serves a legitimate
mission and should be “dissolved back into contract” says one recent
writer.” The welfare state is constantly referred to as overblown and
dysfunctional.

How should one sum up the present OECD consensus as it is
embodied in the communiqués issued by ministerial meetings and largely
echoed in speeches by centre-left as well as centre-right prime ministers?
It is no longer about “restraining the power of the strong and protecting
the helplessness of the weak”. Rather, says today’s consensus, one needs
to unleash the power of the strong, the better to provide a safety-net for
the weak.

The new consensus

Let me list some separate elements of that consensus, for which |
shall henceforth use the summary term “market individualism”.

1. The social safety-net is clearly necessary, and can be provided by
minimum-wage legislation and social assistance.

2. Neither should be set at such a level or under such conditions as
to deter people from accepting available work. Hence, as the market-
clearing wage for the least skilled labour falls steadily below what society
counts as relative, if not absolute, poverty, in-work benefits such as the
US earned income tax credit become increasingly the most favoured
method of keeping people above the poverty line.

3. Providing incentives to work, even coercive incentives, through
such in-work benefits and welfare-to-work schemes, is desirable for two
reasons. First, because unemployment figures have symbolic importance
for measuring a government’s handling of the economy, irrespective of

7 Karl Klin: “The horizons of transformative labour and employment law” in J. Conaghan; K. Klare;
M. Fische (eds.): Labour law in an era of globalization: Transformative practices and possibilities, Oxford, Claren-
don Press, 2002.
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whether unemployment is concentrated among the least employable
whose mobilization would add little to GDP. But secondly, because of the
work ethic — because having a job, making a contribution to society, is
still regarded, and should be regarded, as an essential condition for first-
class citizenship. Welfare dependency is demoralizing, excluding, and
conducive to social disintegration. It is both a moral duty of governments
and in the enlightened self-interest of the middle-classes who vote for
them, to try to make sure that everyone is a work-participating citizen.

4. Even beyond the subsistence-survival incentives for work at
safety-net levels, the main motivation for work at all levels is money, plus
what we used to call fame or reputation and now call celebrity. The
notion once prevailed that the rewards offered by public service — honour,
self-realization, and the satisfaction of solving problems, helping fellow-
citizens — could provide a supplementary or even alternative motive to
money, and that people working for fixed rewards in bureaucratic career
structures could do good, conscientious and efficient work. That is an
outmoded illusion. Bureaucratic careers lead only to bureaucratic ineffi-
ciency. Career-job security leads only to free-riding and shirking. The
public sector is for wimps — except, that is, for soldiers, but even there,
while public rhetoric in the United States of course continues to celebrate
patriotic dedication, the Department of Defence is busy outsourcing mil-
itary functions to the private sector, mobilizing the profit-motive in the
name of efficiency. Likewise, in the United Kingdom, Tony Blair does the
same with hospitals and Japan’s prime minister does the same with
highways.

5. Power corrupts, but the market disciplines. Reward structures
set by administrative decisions in state or corporate bureaucracies are
unfair; reward structures determined directly by market forces, or those
which simulate market forces within organizations like performance pay,
are fair. This is for two reasons. First, market rewards are fair because they
have an objective character; they are not subject to any individual’s arbi-
trary, biased and possibly nepotistic judgement. Secondly, it is fair
because consumer sovereignty is a basic tenet of democratic societies. The
trouble with bureaucratic reward structures is that they tend to reward
effort. None does so more than the Japanese nenko system, the system of
payment according to seniority plus merit, in which the definition of
merit puts heavy weight on effort, often at the expense of performance.
But the consumer is not interested in effort. The consumer is interested
only in performance: does the widget widge at 100 per cent efficiency or

92



Lecture 3. The direction of social change

not? Hence it is only fair, since we are all consumers, that it is perform-
ance that should be rewarded.

So we live in societies in which it can seem perfectly normal for the
CEO of a large company to say: The multiple millions a year | earn as a
CEO represent an impersonal valuation of my potential contribution to
the company and therefore to the shareholders and society. The valuation
is impersonal because it is conducted by my Board’s compensation com-
mittee in the light of the going rates in the executive labour market, as
objectively established by Hays Consultants or Incomes Data Services. As
such it is a fair reward for my work. I do not protest that a small part of
the income that | cannot tie up in trusts and off-shore accounts should
be taxed to provide a safety-net for people with no income, but beyond
that they are not my concern.

Whence the change?

The growing inequality which is increasingly justified by arguments
such as these is, as I said in my last lecture, more a matter of the top
pulling away from the median, rather than of the median pulling away
from the bottom. So why has it happened? Paul Krugman in a brilliant
recent essay® has asked why it should be that whereas, in 1970 the CEOs
of Fortune’s top 100 American firms had an average income which was
39 times the salary of an average employee, today the multiple is not
39 but over 1000.

Krugman lists three causal mechanisms which economists have
offered to explain this quite startling change. Two of those I mentioned
in my last lecture, the impact of low-wage competition from developing
countries and increasing skill premiums induced by technological
change. The third is the phenomenon of the superstar. The global expan-
sion of the market and new means of communication turn interpersonal
competition into rank-order tournaments in which a few winners
take all.®

¢ “For richer”, New York Times Review, 20 October 2002.

° Robert H. Frank and Philip J. Cook: The winner-take-all society: Why the few who make it to the top
get so much more than the rest of us. New York, Penguin Books, 1995.

93



Work in the global economy

None of these could even begin to explain the change that has taken
place in senior business salaries. So what is there to fall back on? Only
one thing, says economist Krugman: what orthodox economists would
call the irredeemably fuzzy-minded hypothesis of a change in social
norms, what | have been calling an increasing tolerance of inequality, an
increasing reluctance to call greed, greed.

Society needs to restrain the strong, said Arnold. Thirty years ago,
that restraint was predominantly a matter of ethically-based self-restraint.
Krugman quotes Galbraith in the The new industrial state remarking on
the fact that the divorce between ownership and control had left man-
agers all-powerful. Yet,

a sound management is expected to exercise restraint.....With the power
of decision goes opportunity for making money. . . . Were everyone to seek
todoso . . . the corporation would be a chaos of competitive avarice. But
these are not the sort of things that a good company man does; a remark-
ably effective code bans such behaviour. Group decision-making insures,
moreover, that almost everyone’s actions and even thoughts are known to
others. This acts to enforce the code and, more than incidentally, a high
standard of personal honesty as well. *°

A number of mechanisms specific to corporate salaries are involved
in this shift in social norms. First is shareholder activism and the doctrine
that the managers’ job is to serve the shareholder, not to enrich the
employees or to cooperate with state planners in maintaining an efficient
national technostructure, to use Galbraith’s phrase. Second is the conse-
guent growth in the use of stock options as a means of aligning managers’
interests exclusively with those of shareholders. (In Galbraith’s day they
were more valued as a tax dodge than as an incentive.)** Third is the way
that compensation committees are appointed by the people whose com-
pensation they fix, and fourth is the way they are served by remuneration
advisors’ research, and tend to put their CEO at least in the second quar-
tile of last year’s distribution, thus ensuring a regular upward ratcheting
of the market rate.

But for our purposes the important thing is the general change in
what Galbraith called “the code”, the norms that determine what is con-
sidered acceptable, what degree of coexistence within the same society
between vast wealth and miserable poverty is considered tolerable. Note,

1 J.G. Galbraith: The new industrial state, London, Hamish Hamilton, 1967, pp. 115-117.
4 jbid. p. 116.
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also, Galbraith’s suggestion that self-restraint not only compressed pay
differentials; it was associated with honesty. We have recently had plenty
of evidence, at Enron, World Com. and Tyco, etc., that the removal of
restraint on legally conforming greed has indeed been accompanied by
lowered standards of plain honesty.

Deeper roots: Ideological and political

Some of the roots of this change can be sought in the ideological
and political sphere. One can read the history of the growth of neo-lib-
eralism as something like an autonomous shift in the realm of thought,
but even that shift can be partly attributed to changes in social structure.
The growing army of true-believer economists reinforced the neo-liber-
als’ agenda with their faith in the overwhelming importance of allocative
efficiency, and the universal efficacy of market competition as a means of
achieving it, together with their arid paradigm of man as a rational self-
interest maximizer, a dessicated calculating machine. And the growth of
that army can be attributed to the conventions governing university
appointments, the ability of cohesive factions to capture departments,
plus the values which rank hard mathematical sciences over easier, softer
institutional-analytic forms of social science.

Again, neo-liberalism gained adherents for its attack on the role of
the state, partly because it was a response to the growth of union power.
The corporatist arrangements needed to deal with wage-cost-push infla-
tion threatened to dilute the traditional business dominance of politics
and force business to share power with what was called the other “social
partner”. Continental European business groups largely decided, with
reluctance, that they could live with that development. The Italian busi-
ness confederation entered into a quite constraining tripartite contract
regulating wages and industrial relations as recently as 1992, a contract
which continues in force today. Anglo-Saxon business groups never
accepted such constraints and for the last 30 years have refused even to
contemplate such tripartite bargaining.

The subsequent decline of union power came in part from the shift
away from mass-production manufacturing much aided by the system-
atic union-weakening strategies*? of neo-liberal governments. This was

2 Documented, for example, in Harry C. Katz and Owen Darbishire: Converging divergences: World-
wide changes in employment systems, Ithaca, Cornell UP, 2000.
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also a highly relevant factor in the ideological transition, not only because
declining collective bargaining power led directly to greater income dis-
persal, but also because of trade unions’ consequent loss of political
influence, their power to swing elections. | started by drawing a distinc-
tion between the two forces bringing about shifts towards equality and
fraternity and away from liberty: the protest of the have-nots and the con-
science of the haves. But there has always been feedback between the two.
For all the genuineness of Dr. Arnold’s moral outrage, his knowledge of
how many windows urban rioters had broken in his and his friends’
houses cannot have been irrelevant to his feelings. Your unrest threatens
my peace, again.

Deeper roots: History, family, school, affluence,
migration and demography

But one needs to look below politics for the tectonic shifts in social
structure which have promoted the change in social norms. Let me briefly
list six.

1. What one might call the history factor is obvious. The great
advances in collectivism were brought on by the solidarity produced by
shared national hardship — the 1930s depression followed by the war. The
sort of cross-class solidarity of the infantry platoon that the great labour
economist Phelps Brown wrote about* as a possible paradigm for indus-
trial peace was reproduced on a national scale. Your fortitude will bring
us victory, as the British wartime posters used to say. The Beveridge report
which laid the foundations for the British welfare state, a model for many
other countries, was explicitly designed to give a promise of a post-war
Britain that the troops would find worth fighting for.

That sense of social solidarity that sustains a welfare state — sustains
the sense that, in the Biblical phrase, we are all our brother’s keepers — is
bound to attenuate as the memories of wartime solidarity grow dim.

2. Affluence clearly has its own independent effect. In a poor soci-
ety, you need the social insurance of mutual trust and mutual aid among
family members and members of your local community. Social solidarity
counts. In an affluent society you build up a bank balance, buy insurance.

3 E.H. Phelps-Brown: “Morale, military and industrial”, in Economic Journal, 59, No. 233, March
1949.
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3. The sexual revolution is relevant in two ways. The repression
needed to ensure social stability in pre-contraception days had a
reinforcement effect on all other norms which required the restraint of
self-gratification. When anything goes in matters of sex, anything can go
in matters of greed. The other way in which it is relevant is in its effect
on the feminist movement and the gender revolution. This contributes,
together with a declining sense of what one might call “general dutiful-
ness”, to the growth of individualism and a declining sense of family sol-
idarity. That has the specific effect of causing the “breadwinner model”
to lose its normative force as an element in wage determination within
organizations, and the general effect of contributing to the acceptance of
market individualism.

4. Even more important is the class revolution. | have talked about
the respective contributions, in the history of labour movements, of the
protesting have-nots and the conscience-driven haves. Not only sympa-
thy but also ease of communication and collaboration between them was
facilitated by the fact that the self-taught workmen who left school at
13 were often just as, if not more, intellectually gifted than their middle-
class colleagues. But over the last half century, first, the enormous growth
of educational opportunity, secondly, the increasing use of educational
certificates in an increasingly meritocratic system of occupational selec-
tion, have ensured that the bright people from poor families who might
once have become effective left-wing trade union leaders now sail
through the educational system and become successful members of the
middle class. But after two or three generations, through a combination
of economic, cultural and genetic mechanisms, the initial response to the
widening of educational opportunity, namely brisk social mobility, is
declining. The evidence is clear both in surveys and in the emotional
responses of those who dispute it.** Divisions between economically and
culturally differentiated classes are becoming clearer, and are increasingly
transmitted from generation to generation. \We seem to be reverting to
the situation described by Disraeli in the early nineteenth century, of
social classes which are like two nations, “between whom there is no
intercourse and no sympathy; who are as ignorant of each other’s habits,

4 Not an issue one would expect national bureaucracies to take up, but the lingering attachment to
egalitarian values has prompted the Japanese bureaucracy to do so, partly in response to a big media upsurge
of interest in 2000. (See Genda Yuji: Shigoto no naka no fuan, Tokyo, Chuo Koron, 2003, p. 10). The Min-
istry of Finance Research Institute produced a major study. See Zaimusho, Zaimu Sogo Seisaku Kenkyujo:
Shakai-kaiso. Ishiki ni kansuru Kenkyukai: Hokokusho, June, 2003. The highly polemical Chapter 4 by Seiyama
Kazuo is an example of the emotional reaction | had in mind.
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thoughts, and feelings, as if they were ... inhabitants of different plan-
ets.” We have, in other words, an attenuating basis for the social solidar-
ity which can prompt the sort of redistribution required for a successful
welfare state in a society of increasing dispersion in the primary distribu-
tion of income.

5. The same consequence — an attenuation of the sense of fellow-
feeling — attends that other growing phenomenon, increasing ethnic
diversity brought by the migration of workers from developing countries
to do the jobs that rich country citizens are reluctant to take. A concern
for the effects of this diversity on social cohesion and political support for
the welfare state turns many who are in principle favourably disposed to
the tolerant values of multiculturalism into advocates of assimilation.*®

6. Finally, demography, the ageing of populations brings to the fore
the increasing cost of social-solidarity redistribution, in particular one
form of it — pay-as-you-go pension systems which redistribute labour
income from the working population to the old. Systems once established
can often persist from inertia, but not when the certainties of demo-
graphic change make their future cost so easy to calculate. The move to
shift the pension burden away from state pay-as-you-go defined benefit
systems, to private defined-contribution systems, is practically universal,
again reinforcing individualistic tendencies and not just weakening redis-
tribution mechanisms but widening inequality. Even the earlier pay-as-
you-go pension systems can be divided into the fully solidaristic in which
a basic pension is paid out of taxes, and the more individualistic type in
which pension benefits depend on contributions. Sweden is one of the
former, but it is notable that even in socially cohesive Sweden, the
prospect of an increased tax burden to maintain the system has
prompted, not, say, proposals for levying an earmarked “old people’s sup-
port tax” but the more individualistic solution of a notional defined con-
tribution system run by the state.

So, to conclude, there are many reasons why the future looks grim
for those whose idea of fairness involves not just a concern for individual
freedom but also equality and fraternity. There is the additional factor of

5 Alan Wolfe: “Assimilation v. multiculturalism in liberal democracies”, in The responsive commu-
nity, 13, Summer 2003. Ronald Dore: The liberal’s dilemma, Paper for the BIEN Conference, Geneva, Sept.
2002. Glazer argues that ethnic diversity is a major reason for the weak development of the welfare state in
the United States. Nathan Glazer:” On the American indifference to inequality”, in Daedalus, Summer 204,
p. 115.
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the feedback mechanisms by which institutions form consciousness and
consciousness reinforces institutions. Richard Sennet’s title The corrosion
of character: The personal consequences of life in the new capitalism*® says it
all. Those who live and work in reward systems based on market indi-
vidualism are likely to end up as market individualists.

A possible change of heart?

But let me finally touch on the possibility of some reversal of these
trends.

First, note that the norms as yet have not decisively tipped. Their
proponents are still struggling to establish their legitimacy. As Krugman
said, in the essay | quoted earlier, in the United States, where inequality
talk exposes you to charges of class warfare, there is a “sizeable, well-
financed industry” of conservative think-tanks trying to discredit the
data, the methodology and not least the motives of those who report the
obvious facts of inequality and poverty. The American Business Council
holds emergency sessions on how to combat media criticism of executive
salary levels.*” Greed may be OK, but it is not yet quite legitimate. ¢

One can think of two possible scenarios that might lead the middle
classes of the leading industrial democracies to undergo a change of heart
before the last vestiges of the old morality disappear. The first is the
possibility that the process of unwinding the imbalances in the world

s New York, W.W.Norton, 1998. His concluding assertion of optimistic faith is: “a regime [the flex-
ible capitalism regime] which provides human beings no deep reason to care about one another cannot long
preserve its legitimacy.”

7 Financial Times, 10 October 2003.

1 Since writing this | have come across a letter | had forgotten ever having written in response to the
announcement of civil service pay rises in Britain, which coincided with the publication of an important
survey documenting the rise in income inequality (italics added). “The judgements of (modestly paid) Min-
isters about how much is necessary to keep top civil servants in Whitehall are as crucial a mechanism in the
growth of pay disparity as the judgements of company compensation committees that their CEO’s salary must
of course not be lower than the top of the second quartile of the distribution. Those judgements depend cru-
cially on a particular assumption about work motivations — namely that we are all primarily driven by greed
and envy. Over large areas of the UK economy — especially but not exclusively, the public sector — that assumption
is still false. People take jobs, and put their backs into jobs, for a variety of motives — a “spirit of public serv-
ice” among them. No permanent secretary has, in fact, jumped ship for the money lately. Ministers are
reported to be anxious to ensure that any temptation is reduced in future. But the thing about such antici-
patory moves is that they become self-fulfilling. The more the institutions of our society are built on the
assumption that greed and envy are the only reliable motivators, the truer that becomes. (R. Dore: “Danger
that greed and envy really will become the main motivating forces”, in Financial Times, 14 Feb. 1995).
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economy — notably the US need for the rest of the world to lend it cap-
ital at the rate of a billion and a half dollars a day so that Americans can
spend five per cent more than they produce — will lead to a world depres-
sion on a 1930s scale and the comprehensive discrediting of Anglo-Saxon
capitalism.

One can read the market individualism that | attempted to define
above as simply an extension of the trend away from community and
towards individualism which preoccupied the nineteenth century sociol-
ogists. They framed that trend in different dichotomies, gemeinschaft/
gesellschaft, status and contract, mechanical and organic solidarity, com-
munity and association. Writing a century after such preoccupations
began, at the time of the Second World War, Polanyi traced this process
as a steady trend for economic activities which once were embedded in
social relations, and much constrained by primordial ties of kinship and
community, to become completely disembedded with the growth of mar-
kets. But instead of assuming, as most of his predecessors had assumed,
that this was an indefinitely extending trend, he saw the depression of the
1930s as a shock which would reverse the trend and see the claims of soci-
ety reasserted.*® In the 1950s and 1960s, in the growing collectivism and
nascent corporatism of the Golden Age, it looked as if he might be right.
But since the 1980s, it seems that the old trend has reasserted itself. The
only embedding of the economic in the social now much talked about is
the universally condemned “crony capitalism”. It may be that the shock
of another depression may give us a second chance to experiment with
embedding labour relations in the social fabric of organizations, and
embedding a segment of exchange relations in the institutions of the wel-
fare state.

The second reason for supposing the possibility of a trend reversal
is another of the “your unrest, my peace” effects. The misery of the poor
can spoil the quality of life for the well-off. A couple of journalists
sketched this scenario with plausible vividness.

Fifty years ago, the notion of most middle-income earners having
their properties protected by an alarm would have been diagnosed as a
phobia... [In twenty years time] those who can afford it will have the
bodyguards, the razor wire and the dogs; those who cannot will work in
the black economy in which weapons and crack are the units of currency.

1 Karl Polanyi: The great transformation, [1944], Boston, Beacon Press, 1957.
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People will carry handguns, legal or not...No responsible parent will ever
allow their child out unaccompanied.Nice young couples will play bridge
by videophone... Your car? Bullet-proofed. Your movements? By day and
through decriminalized zones. Your leisure? Zen callisthenics, policed by
your own vigilante group.

Already, in the United Kingdom, there is mounting concern with
what is called anti-social behaviour — “that menacing mix of small crimes
and misdemeanours...incivility, disorder and nuisance” usually deemed
a consequence of social exclusion.? The British government has com-
missioned a survey and is contemplating new legislation.

A basic income?

If such concerns do reignite the conscience of the rich, what form
will the response take? There is by now a sizeable body of opinion in
favour of one line of response, mobilized in a number of organizations of
which BIEN, the Basic Income European Network? is the most promi-
nent. It can be summarized as follows.

1. There is no way in which state intervention can much alter the
increasingly polarized primary distribution of income which market
forces produce.

2. As the market-clearing rate of the jobs available to the least
employable citizens falls further below what society considers a tolerable
poverty line, recourse to means-tested safety-nets will steadily increase,
either in the form of in-work benefits, or social assistance to the unem-
ployed.

3. This implies a) mounting costs in benefits, b) even more rapidly
mounting costs in administration, benefit fraud and countering benefit
fraud, c) even more problematic social consequences from the relegation

% Michael Bracewell and Julian Evans: “Anti-hero for a razor-wire future” in The Guardian,
26 December 1993.

2 “The politics of behaviour, The Economist, 13 September 2003, reviewing Frank Field, Neighbours
from hell: The politics of behaviour, London, Politico, 2003, See also , Keith Prowse: “Market forces are encour-
aging the growth of Britain’s anti-social cuture”, Financial Times, 18 October 2003.

2 See www.bien.org. Relevant publications by two of its leading members are Philippe van Parijs:
Real freedom for all, Oxford, Clarendon Press, 1995 and Guy Standing: Beyond the new paternalism: Basic secu-
rity as equality, London, Verso, 2002.
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of benefit recipients to second-class citizenship, first by the means-test-
ing itself and second by the publicity given to the prevalence of benefit
fraud.

4. As a result it will —and should — come to seem a sensible alter-
native to abolish all welfare benefit schemes except for a few disability
pensions and instead — at a cost of, say, something like 40 per cent of
GDP - pay everyone an income sufficient to live on, simply as a basic cit-
izen's right. That right would be accompanied by an obligation to per-
form community service work — something more continuous than the
national service which remains as an, often valued, hangover of con-
scription in continental Europe, but somewhat more extensive than the
jury service of Anglo-Saxon countries.

I do not have the space to develop the idea fully but the outline is
clear. Many of what are now the least well-paid jobs would be covered by
community service, including a lot of the caring jobs for which there is
now a need but no effective demand because the needy are too poor.
Unemployment as an administrative concept would be abolished. Non-
employment as an economic problem of under-utilization of national
resources need not be a problem as long as money and the prospect of a
higher standard of consumption, increasingly supplemented by self-real-
ization, still provide a major motive for work. And unemployed idleness
as a social problem of dignity-deprivation should also be abolished if the
least employable people who would find it difficult to get a job were
joined in their joblessness by poets and gardeners who preferred to write
poetry or dig gardens rather than make extra money, and nobody both-
ered much about who was which. #

Admittedly that is a big “if”. To start with, the work ethic, the
source of the stigmatizing force of unemployment, is not so easily
dethroned — and with welfare to work the slogan of our day, the chief
reaction to social problems is currently to reinforce it.

And secondly, will the élites of the industrial nations, increasingly
transnational in their daily contacts and increasingly cosmopolitan in
their lifestyle and sympathies, really suffer from the disintegration of their
societies enough to contemplate such solutions? Or will the globe still

% Milton Friedman’s negative income tax, and the French guaranteed income scheme remove the
“readiness to work test” which most guaranteed income schemes involve, but they retain the means test. See
Robert J. Shiller: The new financial order: Risk in the 21st Century, Princeton, Princeton U.P.2003, p. 253.
The basic income would remove both stigmatizing forms of “prying by officials”.
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contain enough exclusive havens of tourist peace for their holidays to
compensate for all the barbed-wire inconveniences of life in the home
they occasionally visit?

* * *

In this lecture I have neglected the globe. I have been considering
changes within individual societies, and asking whether the direction of
social change in what the marathon view of history has hitherto deemed
the vanguard societies is firmly set or likely to change. In the final lecture
the interaction between societies will be the main concern.
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Balancing values to build
a legitimate society

Ann Numhauser-Henning

Introduction

In his opening lecture Professor Dore outlines the scope for this
symposium. He begins with Polanyi in the 1940s and his theory on
how economic relations gradually become disembedded from the social rela-
tions within which they once took place. He describes the early response
of “welfare society” and *“quasi-community” corporations, and sketches
later developments towards an increasing individuation dominated by the
economic value of human capital/market values. Disesmbedment is said
to have gone too far. The effects of this process are diagnosed as the seg-
mentation/division of labour markets (software engineers v. office clean-
ers) reflected in more active external labour markets and easier hire and
fire on the one hand, and the introduction of market principles into
remuneration arrangements on the other. Other discernible effects are the
neo-liberal trends represented by the “retreat of the state and the corpo-
ration’s shift from quasi-community to nexus of arms-length contracts”.
As regards the direction of social change, Professor Dore identifies greater
affluence, birth control, changing gender relations and changing wage
systems as key factors making for the individuation of social relations (the
importance of family units as constituents of society is thus reduced).
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Furthermore, he pinpoints factors making for increasing inequality, such
as the growing importance of human capital depending on educational
performance, the accumulation/inheritance of assets, an increasing “tol-
erance” of inequality, the decline of trade unions, changes in pension sys-
tems, etc. The question Professor Dore poses is whether greater social
inequality is an inevitable consequence of globalization and growing tech-
nical knowledge. My answer to this is no. Or, rather, I will give some
normative/legal answers and examples which — at least in my opinion —
create a slightly more optimistic picture. However, my view may reflect
the fact that | am a legal scholar and also that I represent a part of Europe
other than the United Kingdom. There was and will probably always be
a segmentation of labour markets, but not necessarily as usually pictured
— between the permanently and the atypically employed. There was and
will probably always be inequalities, but they must not necessarily
increase. We can count on a continuous effort to balance competing but
enduring normative values/patterns in order to constitute a legitimate
society. I will start by presenting the theory of law as a normative pattern
in a normative field, and will go on to raise some of the issues indicated
by Professor Dore from the perspective of developments in labour law
and social security law.

The theory of legal development as a normative
pattern in a normative field

In his general paper Professor Dore starts out with the eternal quest
to discover whether there is a single dimension or motive force giving a
direction to history. He seems to find such a direction in the ever-greater
complexity and depth of the growing body of scientific and technical
knowledge together with “cultural diffusion”. Other scholars have
described developments as pendulum movements, historical shifts,
waves, etc. A particularly sympathetic notion is Professor Alvin Toffler’s
theory of societal development as great waves, a metaphor intended to
illustrate how each phase successively replaces previous social structures.*
See Toffler 1970; 1980; 1983; Hydén, 2002.

! The neo-liberal influences have, of course, been much stronger in the United Kingdom than in the
northern parts of Europe. However, in comparison with Professor Dore’s prediction of American cultural
hegemony | would like to refer to Manuel Castells’ thoughts about the European Union’s special possibilities
as a future model for society (Castells, 1998).
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I would now like to present a theory on normative or legal devel-
opment to meet societal change inspired by the thoughts of Douglas Hof-
stadter (1985) and Emile Durkheim (1930). The theory of law as nor-
mative patterns in a normative field was developed by the late Professor
Anna Christensen and myself.2 The theory is based on the thesis that dif-
ferent basic normative patterns can be distinguished in the multitude of
legal norms. As social life is quite complex, these normative patterns do
not make up the “hierarchical legal system” we frequently imagine.
Instead, these patterns are being put into play in a normative field as
determined by the different basic patterns, which also act as normative
poles. Amongst the important basic patterns (or poles) present in the nor-
mative field within the social dimension are, on the one hand rights of
ownership and freedom of contract — which together form the market-
functional basic pattern —and on the other hand, protection of the estab-
lished position (i.e. the right to one’s possessions or, for instance, security
of employment in labour law and the principle of compensation for lost
income in social security law). A third basic normative pattern is just dis-
tribution, a distributory pattern related to social justice and solidarity.
The other component of the theoretical framework is the functional rela-
tionship between the legal system and the structure of society and con-
ditions for economic production. The basic normative patterns are held
to reflect normative practices functional to society and human relation-
ships and the normative field can hence also be pictured as a functional
field. Normative patterns thus reflect — and codify — social normative
conceptions and practices aimed at making long-lasting human relation-
ships and sustainable societies possible, and they are closely related to
societal conditions. Changes in the underlying conditions of production
provide explanations for many of the movements in the normative field
and the new legal institutions which have arisen to satisfy fundamental
normative demands. However, the basic normative patterns all represent
enduring legitimate normative conceptions in society, and it is the con-
tinuous task of legislators and courts to balance these conceptions within
the framework of law. The attraction of the normative poles/patterns may
differ, but they seldom lose their attraction altogether.

2 See, for instance, Christensen 1995, 1999 and 2000. Ann Numhauser-Henning is elaborating the
normative/functional field of labour law in the article Den framtida arbetsrattens forutsattningar 1997 and,
with special regard to discrimination law, in the introduction to Legal perspectives on equal treatment and non-
discrimination, 2001. The report Pension rights and the coordination rules on applicable legislation in the light
of migration and labour-market developments, 2003 provides a normative and functional analysis of European
social policy and the coordination of social security. See also Henning 1984, and Numhauser-Henning, 1988.
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The focus is on the normative patterns concerned with the protec-
tion of established positions and social justice since these are the strate-
gic values of protection in an era of “market individuation”.

Developments in labour law

Basically, | agree with Professor Dore’s conclusion that educational
performance is crucial; it is the basis of future divisions in labour mar-
kets. There is an alternative picture, however, to the general view that the
deregularization of employment protection is the centre of concern.
There are other normative answers providing new ways of counteracting
the negative effects of flexibilization. Discrimination law offers other
remedies, although as a legal strategy discrimination law may be the out-
come of precisely the developments addressed by Professor Dore.

In the preparations for a roundtable discussion at the XVIth World
Congress of Labour Law and Social Security Law in Jerusalem in 2000,
(Numhauser-Henning, 2001b) I came to the conclusion that knowledge
— or rather flexible qualification® — has the potential to override new
forms of work as the “touchstone”