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Existence, historical background, and quantitative description 
 
There  is  a  minimum hourly  wage  (SMIC)  in  France.  It  is  a  cross-sector  minimum wage  set  by  legislation  
(7,61 EUR per hour in 2004).This hourly rate concerns only employees still working a 39-hour week. The 
SMIC  recipients  who  are  on  the  35-hour  week  are  covered  by  the  guaranteed monthly wage (garantie 
mensuelle de rémunération, GMR) scheme established by the previous Socialist-led government under the 
Aubry laws on the reduction of working time . To avoid workers seeing their wage being cut by the same 
proportion  as  their  statutory  working  time,  the  GMR  provided  that  workers  receiving  the  SMIC  who  
changed over to the 35-hour week would have their monthly wage maintained. This system breaks with 
the idea of the SMIC being index-linked to growth, as it had been since its establishment in 1970. 
 
The National Cross-sector Minimum Wage (salaire minimum interprofessionnel de croissance - SMIC), was 
established by the Act of 2 January 1970. It succeeded the National Minimum Guaranteed Wage (salaire 
minimum interprofessionnel garanti - SMIG), set up under the Act of 11 February 1950. Unlike the SMIC, 
which so far has kept ahead of inflation and partially takes into account the average rise in the purchasing 
power  of  the  average  wage,  the  SMIG  hardly  rose  faster  than  inflation  in  the  1950s  and  60s.  Minimum  
wages are also agreed through collective bargaining. However, the majority of these sector-level minimum 
wages are lower than the SMIC. Hence the importance of this legal minimum wage. 
 
The SMIC is expressed as a gross hourly wage, and stood at €7.61 as of 2004. Due to the number of rates at 
which the SMIC is paid, it is impossible to sketch one single graph showing the change in the ratio of the 
SMIC to the average wage. The following table shows four indicators.  
 The first two deal with the relative level of the hourly SMIC. The latter is first compared to the gross 

hourly wage for manual work (salaire horaire brut ouvrier, SHBO). Since 1995, there has been a very 
slight increase of 1%. However, the hourly SMIC represented 46.2% of the average gross hourly wage in 
2003 for all private-sector workers, as opposed to 46.7% in 1995. 

 The  next  two  ratios  comprise  comparisons  of  the  monthly  SMIC  with  the  gross  monthly  wage  for  
salaried employees expressed in full-time equivalent (FTE). Two extreme cases have been used: the 
first concerns workers on the SMIC employed in companies that switched to the 35-hour week prior to 
1 July 1999 (GMR1). The monthly wage of these workers in receipt of the SMIC accounted for 47.6% of 
the average wage as of 2003, as opposed to 48.0% in 1995. The second case concerns those workers 
paid the SMIC who are employed in companies that did not change over to the 35-hour week. In that 
case, the ratio of the SMIC to the monthly wage rose by a little over 2%.  

 
Ratio SMIC/average wage (1995-2004) 
 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
Hourly Wages 
(1) Hourly SMIC/ 
gross hourly wage manual work 
(as an index, where 100=1995) 100.0 101.2 101.3 102.1 101.7 99 98.2 97.8 98.4 101.0 
(2) Hourly SMIC/ 
gross average hourly wage (%) 46.7(e)   48.6 48 46.8 46.3 45.9 46.2  
Monthly Wages 
(3) Monthly SMIC (GMR1)/ 
Monthly wage in FTE (%) 48.0 48.5 48.8 49.2 48.6 47.8 47.4 47.3 47.6  
(4) Annual SMIC 169 hours/ 
Annual wage in FTE (%) 48.0 48.5 48.8 49.2 48.9 48.9 49.1 49.5 50.4  

(2) Gross hourly wage: source INSEE, DADS. The figure for 1995 is an estimate. 
(3) and (4) Monthly wage in FTE (Full-Time equivalent); source INSEE, National Accounts. 
 
Over a longer period, the monthly SMIC net of social security contributions, as compared to the average 
net wage, now stands at a level lower than it did in the early 1950s. 
 
 
 
 

http://www.eurofound.europa.eu/eiro/2005/07/study/index.htm
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Gross Hourly Smic as a % of average gross hourly wage (2002) 
 Full-time employees Non full-time employees  All employees 
Textile Industry 56.2 59.8 56.4 
Trade 50.3 66.5 52.5 
Hotels and restaurants 64.7 77.1 67.3 
Source: Calculations by IRES, on the basis of INSEE statistics.  
 
The SMIC is a minimum hourly rate. It applies to all employees and all fields of work. However, the SMIC 
does not apply to civil servants. For some categories of employees, the SMIC is adjusted due to the 
specific working conditions (concierges and janitors, domestic workers, nannies, homeworkers, and VRP 
(independent travelling salespeople), There are also specific ways to calculate the rates for employees in 
the hotel and catering trades. A lower rate can be applicable to: 

 apprentices and young employees in programmes where they alternate between training and work 
experience, depending on their age and the length of their contract; 

 workers under 18 who have fewer than 6 months of work experience in their industry; 
 certain workers with disabilities for whom the COTOREP sets the reduced rate. 

 
The SMIC does not apply to prisoners who are employed, a group subject to a set of regulations that is  
exempt from labour law. Their pay is based on the State Prison Service Minimum Wage (salaire minimum 
de l’administration pénitentiaire - SMAP), which stands at less than half the SMIC. In practice, the 
concessionary businesses that employ prisoners, whether they produce goods directly or sub-contract the 
work, set rates almost exclusively in terms of piecework, which results in extremely low average monthly 
wages. The State also deducts maintenance costs of up to 30% of gross pay. 
 
With the implementation of the 35-hour week Act, specific measures were established for employees 
whose companies had changed over to the 35-hour week. In order to avoid a drop in pay for employees on 
the SMIC, and whose weekly working time has been reduced to the 35-hour week or more from 15 June 
1998, a monthly guaranteed wage, or GMR (garantie mensuelle de salaire) has been guaranteed to cover a 
transitional period. 
 
Level of GMRs 
 Date that company switched to the 35-hour 

week  
Wage as of 01/07/2004  
(EUR)  

GMR 1 Between 15/06/1998 and 30/06/1999    1,178,54   
GMR 2 Between 01/07/1999 and 30/06/2000    1,183,40     
GMR 3 Between 01/07/2000 and 30/06/2001    1,190,14     
GMR 4 Between 01/07/2001 and 30/06/2002    1,195,03     
GMR 5 After 01/07/2002    1,197,37     
 
Measures  exempting  low-wages  from social  security  contributions  have  existed  for  a  number  of  years  in  
France and have been the subject of a number of amendments. The latest amendment was made in the 
Act of 17 January 2003 (known as the Fillon Act). This scheme established a reduction of employers’ social 
security contributions, accessible to all employers. It provides for various degrees of exemption, 
depending on whether the companies were receiving the Aubry 2 contributions discounts granted to firms 
that had cut their working time. From 1 July 2005, the same measure will be applied to all companies, i.e. 
a  maximum  reduction  of  26%  of  gross  wage  (in  terms  of  the  SMIC),  with  this  reduction  then  becoming  
proportionately smaller and stopping for wages above or equal to 1.7 times the SMIC. 
 
Beneficiaries 
 
As  of  1  July  2003,  the  number  of  employees  in  receipt  of  the  SMIC  or  affected  by  a  GMR  stood  at  2.9  
million  across  the  economy,  i.e.  around  13%  of  the  salaried  workforce.  This  percentage  is  higher  in  the  
private sector (13.4%) than in the civil service (7%). In some industries (domestic workers, agricultural 
workers) the percentage of employees on the minimum wage is particularly high. In small businesses, the 
percentage of employees covered is as high as the average. 
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Employees in receipt of the SMIC or a GMR (*) 

Employees on the SMIC or a GMR 
 

Number of employees 
(1,000s) % Number (1,000s) 

Non-agricultural firms excluding 
temporary agency workers 15,270 13.4 2,050 
Temporary agency workers 610 19.7 120 
Agricultural workers  330 31.2 100 
Domestic workers 580 43.6 250 
Total private sector  16,790 15.0 2,520 
State and local authorities  5540 7.0 390 
All employees 22,330 13.0 2,910 

Source: DARES (*) Figures exclude 340,000 apprentices. 
 
Percentage of employees on the SMIC or a GMR by size of company (2002) 
Size of company (employees) % of employees on the SMIC and GMR 
1-9 28.3 
10-19 16.0 
20-49 14.3 
50-99 15.5 
100-249 9.9 
250-499 8.9 
500 and over 4.8 
Total 13.4 

Source: DARES 
 
Enforcement 
 
Until 2002, the SMIC and the various GMRs were raised according to the rules in force at the time, i.e. by 
linking them to the consumer price index, and also basing them on half the average rise in the purchasing 
power  of  the  basic  hourly  manual  worker’s  wage  (SHBO)  for  the  SMIC,  or  of  the  basic  monthly  manual  
worker’s minimum wage (SMBO) in the case of the GMRs.  
 
The Act of 17 January 2003 scheduled the progressive elimination of the system of monthly guaranteed 
wages by 1 July 2005 via a mechanism of convergence of the SMIC and the first four GMR levels toward the 
level of the fifth and most recently created one. This convergence is to be brought about by firstly raising 
the  wage  by  reference  to  the  rise  in  consumer  prices,  and  secondly,  by  increases  specific  to  each  
minimum wage, to enable full convergence over three years. 
 
Generally  speaking,  the  Labour  Inspectorate  has  the  task  of  monitoring  companies’  compliance  with  
labour law and the regulations in force. This mission also applies to the implementation of the minimum 
wage  legislation,  which  can  be  evaded  in  various  ways,  either  by  partly  concealing  work  performed  by  
declared workers, or by the performance of undeclared work. The Labour Inspectorate co-operates with 
various monitoring bodies (Unedic, Urssaf, ANPE) and the police, the gendarmerie and the tax office in 
order  to  sue  firms  that  engage  in  fraudulent  practices.  Every  year,  the  Urssaf  –  the  body  tasked  with  
collecting social security contributions – produces a record of its struggle against illegal work. These 
annual reports show that hidden work accounts for a growing proportion of all illegal work offences, and 
that more than half of these offences are concentrated in a few industries; agriculture, building and civil 
engineering, the hotel, café and restaurant trades and the entertainment business. There are no precise 
statistics on the degree of non-compliance with the minimum wage legislation. 
  
Increases and involvement of the social partners 
 
In France there is no low-pay commission. The rate of SMIC is reviewed annually by governmental decree 
after consultation with the National Commission for Collective Bargaining (Commission nationale de la 
négociation collective - CNNC),  a  commission  with  an  equal  number  of  members  from  the  unions  with  
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representative status, and nationally representative employers’ associations, including non-corporate 
employers in the agricultural and construction industries, as well as state-owned companies. Its task is to 
provide documented recommendations to the Minister of Labour on the issue of the level of the SMIC. The 
consultation of this commission however, is very much a formality, particularly over recent years, since 
the government has set out a plan for harmonisation of the various levels of SMIC over several years. The 
rises in the SMIC are thus known in advance.  
 
Generally,  the  employers’  stance  on  the  SMIC  is  that  the  existence  of  a  minimum  wage  constitutes  a  
hindrance to employment. Employers have floated a reform establishing the annualisation of the SMIC (the 
single annual SMIC). This annualisation process is supposed to result in the inclusion in the minimum wage 
of all the elements of pay, regardless of the timing of payment (with the exception of the various profit-
sharing schemes). The employers are also demanding that an independent commission set the SMIC, taking 
into account productivity, employment and inflation.  
 
The unions are all  keen for the SMIC to be maintained and are asking for the return, after 2005, to the 
original method for calculating the SMIC. The French Democratic Confederation of Labour (Confédération 
française démocratique du travail, CFDT) stresses that the SMIC is a minimum guaranteed wage, and that 
the employees should not have to continue their whole working lives earning it. This union thus sees the 
rise of workers in receipt of the SMIC up the classificatory scales as a priority, which has to be met via 
sector-level negotiations that ought to be given new impetus. The General Confederation of Labour 
(Confédération générale du travail, CGT) is demanding a steep rise in the SMIC, which it says should be 
raised to 1,400 EUR per month for those on the 35-hour week (an increase of around 20%). In this respect, 
it wants the CNNC to play a genuine role in assessing the requirements for leading a normal life. Moreover, 
the CGT and the General Confederation of Labour – Force ouvrière (Confédération générale du travail  –  
Force  ouvrière,  CGT-FO)  are  opposed  to  any  attempt  to  annualise  the  SMIC  and  are  demanding  an  
improvement of minimum income for part-time employees who would rather work full time (the right to a 
full-time contract, and if this is denied by the employer, compensation for the time the worker is forced 
into unemployment). Lastly, it  is  demanding that no minimum wage negotiated at sector level be lower 
than the SMIC and that a reform of the system of social security contributions be implemented.  
 
Academic debate 
 
It  is  difficult  to  say  that  there  are  such  things  as  independent evaluations  of  the  impact  of  the  SMIC  in  
France because this issue is highly controversial among economists. A number of studies have highlighted 
the SMIC’s detrimental impact on employment. Yet these have been stringently criticised. Generally 
speaking, empirical studies have regularly failed to elucidate the only link that would have explanatory 
value,  from the very perspective of neoclassical economic theory, i.e. the one between labour costs 
relative to capital and employment level. 
 
As the SMIC is an hourly minimum wage, it does not enable an effective struggle to be waged against one 
of the most serious current gender inequalities, i.e. access to full-time employment. Women make up by 
far the majority of part-time workers and because of this, they are also highly over-represented in the 
ranks of low-paid workers. 
  
The existence of exemptions from social security contributions payable on low wages makes any rise in the 
SMIC all the more expensive for employers. This is why several studies have underlined the risk of seeing 
low-wage traps develop. 
 
Comments 
 
One key issue is the future of the SMIC’s indexing mechanisms after July 2005. As the process harmonising 
the various SMICs is being implemented, this mechanism has been frozen, and the government has yet to 
declare its intentions on this point.  
 
Following the high level of mobilisation of employees in the March 2005 demonstrations defending the 35-
hour  week  and  wage  levels,  the  government  announced  that  it  was  to  open  talks  on  wages  in  the  civil  
service while at the same time, it  asked the social  partners to begin bargaining on wages in the private 
sector, especially on sector-level minimum wages. The private-sector negotiations have been postponed 
until June 2005, after the referendum on the EU constitution.  
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