
Wage formation in France 
Michel Husson, Institute for Economic and Social Research (IRES), 2009. 
 
Real  pay  has  increased  only  little  during  recent  years.  In  theory,  pay  bargaining  takes  place  in  the  
framework of industry-wide collective agreements, but in practice it is increasingly occurring at company 
level. It is to a large extent controlled by government decisions regarding the level of minimum pay, social 
contributions and overtime. The concentration of pay at the bottom end has reopened the debate on rules 
governing minimum pay and on compensation of social contributions. Recent price increases have raised 
the issue of a general pay rise. 
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Real  pay  has  increased  only  little  during  recent  years.  In  theory,  pay  bargaining  takes  place  in  the  
framework of industry-wide collective agreements, but in practice it is increasingly occurring at company 
level. It is to a large extent controlled by government decisions regarding the level of minimum pay, social 
contributions and overtime. The concentration of pay at the bottom end has reopened the debate on rules 
governing minimum pay and on compensation of social contributions. Recent price increases have raised 
the issue of a general pay rise. 
 
In France, there are three levels of pay bargaining, namely multi-industry, industry-wide and company 
level bargaining. Agreements at a lower level cannot be less favourable that those at a higher level 
(hierarchy of norms). Originally, the industry-wide level was the most widespread, being the one at which 
collective agreements were negotiated. Overall coverage by agreements has greatly increased in the last 
decade and in 2004 97.7% of employees in the non-agricultural private sector were covered. However, the 
real situation is increasingly different. 
 
For workers who are paid close to the minimum wage, pay has been increased periodically by government 
decision and this link also concerns a gradual reduction in social contributions for all workers earning up to 
1.6 times the national minimum wage (Salaire minimum interprofessionnel de croissance, SMIC) (i.e. about 
half of all full-time employees) (FR0805049I). For other employees, company level agreements are 
becoming decisive in the area of pay, especially as various legislative changes have encouraged this shift. 
The results of pay bargaining at company level vary significantly depending on company size and 
qualification levels. The loss of industry-wide solidarity has led the authorities to periodically initiate and 
facilitate multi-industry negotiations.The trend towards individualisation of pay and the development of 
non-wage remuneration, such as participation and profit-sharing, contributes to this increased 
fragmentation of pay bargaining. 
 
There are few court cases and they mainly concern individual cases or large-scale redundancies 
(FR0107165N).  There  is  no  pay  monitoring  -  only  one  official  report  aims  at  taking  stock  of  collective  
bargaining. The loss of real content of collective agreements has led to an unstable situation of being torn 
between company-level bargaining and periodic multi-industry bargaining triggered by the State. 
 
Wage developments 
 
Real wages increased only little during last years. In the last five years, real net pay in the private sector 
has only increased by 0.34% per annum (see table 1). Pay developments in the various industries are 
extremely homogeneous. With base 100 in December 1998, monthly basic pay in December 2007 was 124 
for  the  whole  economy  and  123.9  in  the  industry.  This  confirms  the  fact  that  individual  pay  increases  
depend above all on the forms of employment, which are more or less insecure, and the use of temporary 
employment. 
Table 1. Increases in real net pay 

2002 2003 2004 2005 2006 

0.6 -0.3 0.0 1.0 0.4 

Source: the National Institute for Statistics and Economic Studies’ (Institut national des statistiques et 
des études économiques, INSEE) 
 
Increases were approximately twice as high for the lowest paid category, in particular manual workers, 
who benefited from increases in the SMIC related to the reduction of working time. However, this has 
stopped as soon as the SMIC caught up. Unequal pay has not been significantly reduced – pay dispersion 

http://www.eurofound.europa.eu/eiro/studies/tn0808019s/fr0808019q.htm
http://www.eurofound.europa.eu/eiro/2008/05/articles/fr0805049i.htm
http://www.eurofound.europa.eu/eiro/2001/07/inbrief/fr0107165n.htm
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remains significant, with average pay of executives being 2.8 times that of office workers, and (full-time) 
women’s pay being 18.8% lower than that of men (see table 2). 
 
Table 2. Private sector pay in 2006 

  Distribution of 
employees (%) 

Net monthly 
pay (€) 

Changes 2000-
2005 (%) 

Women's pays as a % of 
men's pay 

Executives 16.3 3855 0.5% 76.9 

Intermediate 
occupations 24.5 1966 0.5% 88.0 

Office workers 22.8 1361 0.0% 94.3 

Manual workers 36.3 1423 -0.2% 83.1 

Total 100.0 1941 0.4% 81.2 

Source: Insee. Full-time employees 
 
The distribution of pay is concentrated towards the bottom of the scale: half of full-time employees earn 
a maximum of 1.6 times the SMIC and only 30% earn at least twice the SMIC (see table 3). Increasing part-
time work accentuates this dispersion and is the main explanation for the large number of working poor. 
 
Table 3. Dispersion of pay in the private sector in 2006 
Number of SMICs Total Men Women 

D1 1.1 1.1 1.0 

D2 1.2 1.3 1.1 

D3 1.3 1.4 1.2 

D4 1.4 1.5 1.3 

Median 1.6 1.6 1.5 

D6 1.8 1.8 1.6 

D7 2.0 2.1 1.8 

D8 2.4 2.5 2.1 

D9 3.1 3.4 2.6 

D9/D1 2.9 3.1 2.6 

Source: Insee. Full-time employees 
 
In  the  state  civil  service,  average  wages  did  not  increase  between  2000  and  2005,  except  for  those  
without civil service status (see table 4). 
 
Table 4. Pay in the State civil service in 2005 
  Distribution of employees (%) Net monthly pay (€) Changes 2000-2005 (%) 

Total 100.0 2127 -0.1 

Civil service status 85.4 2194 -0.3 

grade A 57.3 2528 -1.3 

grade B 13.3 2000 0.1 

grade C 29.3 1627 0.2 

Non civil service status 14.6 1736 1.1 

Source: Insee. Full-time employees 
 
In the government’s view, one must ‘work more in order to earn more’. It has therefore introduced a new 
legislative framework to improve the purchasing power of employees who are working overtime beyond 35 
hours  (through  reductions  in  social  security  contributions  and  taxes)  or  allow  them  to  forego  the  extra  
leave days acquired as a result of the 35-hour week. However, these measures have only had a limited 
impact on the employees who can benefit from them. This is why the return to inflation and the loss of 
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purchasing power have recently led to an increase in pay claims. They concern a wide range of sectors 
from luxury goods (L’Oréal) to large-scale retailers (Carrefour and Darty), as well as banking (LCL), 
transport (Air France) and high tech industry (Hewlett-Packard and Snecma). 
 
Minimum wages 
 
France has a national minimum wage (SMIC). It is increased each year in line with two economic indexes, 
namely inflation as measured by the National Institute of Statistics and Economic Studies (Institut national 
des statistiques et des études économiques, INSEE), and 50% of the increase of manual workers’ basic 
hourly pay (Salaire horaire de base ouvrier, SHBO), as measured by the statistical services of the Ministry 
of Labour and Employment. The government can also decide to award an additional increase (‘coup de 
pouce’). During the period of transition to the 35-hour week, the hourly rate of the SMIC increased quickly 
in order to maintain its monthly level – the proportion of employees with a wage at the level of the SMIC 
increased from 12.6% in 1993 to 16.3% in 2005. Since then, increases in minimum pay have not benefited 
from the effect of the 35-hour week and the proportion of employees earning the SMIC has dropped. In 
July 2007, 12.9% of employees (i.e; 2,010,000 people, including 870,000 part-timers) benefited from the 
increase of the SMIC which strictly followed the automatic indexation rules (i.e. 2.1%). 
 
The SMIC is also increased automatically whenever inflation is greater than 2% since its last increase. This 
rule led to another increase of 2.3% on 1 May 2008, thus bringing it up to an hourly gross rate of €8.63, i.e. 
€1,028 net per month (for a full-time job on the basis of a 35-hour week). 
 
Minimum pay is currently a major issue. The unions have criticised the government for not awarding an 
additional increase and also for concentrating on overtime as a way of increasing wages. With increasing 
inflation and the process of fixing the SMIC under scrutiny, this debate can only get more intense. The 
employers’ argument is  that the level of the SMIC is  too high (about 60% of average pay) and therefore 
unfavourable for further employment and wage increases. This position is to be found in two recent 
reports by the Employment Policy Council (Conseil d’orientation de l’emploi, COE) (which brings together 
experts,  members  of  parliament,  trade  unionists  and  employers)  and  the  Centre  for  Economic  Analysis  
(Centre d'analyse économique). The latter makes three severe criticisms: the SMIC has increased too much 
and  concerns  a  much  greater  proportion  of  employees  than  in  other  countries;  it  ‘compresses the 
distribution of pay […] without effectively combating poverty’; it contributes to excluding young people 
from employment. 
 
The government seems to be aiming at changing the method of increasing the SMIC, which would no longer 
be automatically indexed and would depend on the opinion of a commission of experts. In compensation, 
reductions in social contributions would be subjected to two conditions: absorbing industry-level minimum 
pay that is lower than the SMIC and establishing real pay bargaining. This will be a topic of discussion with 
the unions and employers in the coming months. 
 
Wage formation within the IT sector 
 
The information technology and communications industry (ICT) covers activities related to the production, 
treatment and transmission of information in all its different forms. In France, it is defined in line with 
the OECD nomenclature and thus includes three fields: information technology (IT), telecommunications 
and electronics. Available data differentiate three sub-sectors: services (IT and telecommunications), IT 
industry and wholesaling of IT equipment. The added value of the industry is €74 billion, i.e. 6.2% of 
market added value. The industry employs 784,000 people, i.e. about 5% of private employment; two 
thirds of them are in services (see table 5). IT services is the fastest growing sub-sector in terms of 
employment. 
 
Table 5. The ICT industry in 2005 

  ICT services commerce industry 

Number of companies 53984 46794 6203 987 

Number of employees 784000 521000 67000 196000 

Added value (€billions) 74 56 5 13 

Source: Sessi-Insee 
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At this level of detail, pay data is fragmentary and mainly concerns IT and telecommunications services, 
i.e. 518,000 of the 784,000 employees working in the ICT industry. There are many SMEs in the sector and 
companies have an average of 11 employees. However, there are some very large telecommunications 
companies and France Telecom is by far the biggest (see below). 
 
Due to higher levels of qualifications, average pay is significantly higher than the national average (see 
table 6). Pay bargaining is thus highly fragmented and mainly takes place at company level. The only 
transversal influences correspond to the fluctuations of segmented markets in line with tightly defined 
qualifications (programmers, webmasters and so forth). In occupations which experience a lack of 
qualified staff,  there is  great job rotation reflecting competition between employers in their search for 
suitable employees. Employers deal with this situation by increased individualisation of pay and using 
profit-sharing  and  participation.  In  certain  very  narrow  sectors  of  the  e-economy,  they  also  distribute  
stock options. 
 
However, these phenomena are relatively marginal and mainly concern innovative SMEs. Overall, wage 
regulation is standardised, as is clear from the fact that pay is lower than that of the industry as a whole 
for employees with the same qualifications. There is no direct public policy regarding pay in the sector, 
besides indirect incentives regarding training and the possibility of using 'chosen immigration' for highly 
skilled staff. 
 
Table 6. Workforce and pay in the main ICT sectors 

  work-force gross monthly pay (€) added value (€ billions) 

Telecommunications 149562 3483 28 

Telephony: landlines and mobiles 136115 3475 26 

Internet access suppliers 3595 3350 0 

Broadcasting: radio and TV programmes 6176 3825 1 

Other telecommunications activities 3676 3317 0 

IT services 368217 3475 27 

IT systems consultancy 149465 3667 11 

Creation of personalised software 87474 3408 6 

Edition of non-personalised software 44561 3817 4 

IT maintenance 18581 2525 1 

Data processing 61489 3142 4 

Data bank activities 6647 3075 0 

Total 517779 3475 55 

Source: Insee, Enquête sur les services Données 2006 
 
The sector is generally difficult to study, as it does not correspond to clearly defined statistical concepts 
and both the employers and union structures do not manage to overcome the divided nature of the sector. 
That is why it is interesting to present the pay agreement signed by France Telecom on 14 April 2008, as 
France Telecom is the main French telecommunications company with 191,000 employees (who are not all 
classified as being in this sector). France Télécom was created on 1 January 1988 and became a public 
company in July 1996 with the French State as the only shareholder. 
 
The pay agreement for 2008 was signed by France Télécom's management and the French Democratic 
Confederation of Labour (Confédération française démocratique du travail, CFDT), The French Christian 
Workers Confederation (Confédération française des travailleurs chrétiens, CFTC), the General 
Confederation of Labour – Force ouvrière (Confédération générale du travail – Force ouvrière, CGT-FO) and 
the Independent Union-Solidarity, Unity, Democracy (Solidaires, Unitaires, Démocratiques, Sud). The 
agreement provides for general increases for all employees covered by labour law (1.7% for non-executive 
staff and 3% for executives earning more than €30,000 per annum) and also individualised additional 
increases  (1.5%  for  non-executives  and  1%  for  executives).  The  additional  payment  for  executives  with  
civil service status will go up by 2.5%. 
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An article of the agreement provides for measures that close the gender pay gap via a specific increase of 
€100 or €300 depending on the case, as well as individual measures (worth up to 0.8% of basic pay). The 
agreement also includes measures to the benefit of employees at the beginning of their career. The 
agreement  was  signed  by  the  majority  of  unions  (all  except  the  General  Confederation  of  Labour  
(Confédération générale du travail, CGT)). The CFDT was pleased about the 'progress' made and the fact 
that  a  majority  of  the  unions  signed  the  agreement.  SUD  signed  such  an  agreement  for  the  first  time  
because of 'positive elements on essential issues', such as low pay and equal pay. 
 
Views of the national centre 
 
This overview makes it possible to highlight a few salient facts. The most striking one is the relatively 
small increase in real wages in recent years, which means that marked industry-wide changes cannot be 
identified. Given this small increase, the distribution of pay remains relatively inert and concentrated at 
the bottom of the wage scale. The last report of the National Observatory of Poverty and Social Exclusion 
(Observatoire national de la pauvreté et de l'exclusion sociale, ONPES) confirms that 'paid employment 
does not always make it possible to avoid poverty'. In 2005, about 1.7 million people, i.e. 7% of 
employees, were working poor, occupying a job, but whose household's income was below the poverty 
threshold (€817 per month for a single person). 
 
This year will probably be marked by two trends: on the one hand, renewed pay claims, given the drop in 
purchasing power; and on the other, negotiations on the general framework of pay setting. Increased 
tensions will appear between trade unions' aspirations for across-the-board pay increases and employers 
strategy to promote company-level agreements and individualised pay, while the government seems to 
give priority to 'working more'. 
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