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Tenure, Skill Development, and Pay:
The Role of Internal Labour Markets

John Forth, Héloise Petit, and Zinaida Salibekyan

Introduction

The approaches that firms take towards recruitment, skill development and
pay are some of the most central elements of its employment system, and
go some considerable way towards determining the shape of employees’
careers. Can the employee expect a long-term employment relationship,
with opportunities given for training, promotion and career progression
within the firm? Or is the employee attached loosely to the firm, such
that the opportunities for development and progression are more often
provided via the external labour market? Firms take different approaches
to these questions, influenced in some part by the specific types of prod-
uct and labour markets in which they operate (Osterman 1987; Kalleberg
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2001). However, their choices are also made within specific institutiona]|

constraints (Marsden 1999; Rubery and Grimshaw 2003; Gallie 2007),

In broad terms, Britain is seen as the archetypal liberal economy, offer-
ing ‘lighr rouch’ regulation, with limited employment protection, weak
support for employers’ investments in workplace training and limired reg-
ulation of pay setting. This suggests a labour marker thar is characterised
by employment mobility and wage flexibility, with firms offering rela-
tively little by way of skill development, and workers prospering by using
generalisable human capiral to switch firms for career development: a'so-
called occupational labour market (OLM) (Eyraud et al. 1990). France,
on the other hand, is characterised by stronger employment protection,
legislative support for workplace training and extensive support for the
joint regulation of pay. Core workers in France have been shown to ben-
efit from strong internal labour markets (ILMs), characterised by ongoing
skill development and opportunities for career progression within firms,
and high returns to seniority (ibid.). A notable degree of dualism is also
apparent in the French labour market, however, with peripheral workers
experiencing high labour rurnover, being ‘shut out’ of firm investments
and finding it more difficult than in Britain to make the transition'to
permanent work (Piore 1978; Le Barbanchon and Malherbet 2013).

These characterisations find broad support in aggregate labour force
statistics, which show a higher incidence of temporary contracts in
France (14% compared with 6% in the UK), bur also longer job tenure
(12 years on average, compared with 9 years in the UK) (OECD 2015a,
b). In practice, however, there is likely to be substantial heterogeneity
both between (and indeed within) workplaces in either country. Such
local heterogeneity is likely to arise inter alia from differences in product
and labour markets, which affect both the production regime and the
balance of power between capital and various types of labour.

This chapter examines the nature of firms' employment systems in
Britain and France through an investigation of linked employer—employee
data. The chaprer will investigate the degree to which firms’ employment
systems in the two countries conform to the broad tendencies outlined
above. We use information on the in-work experiences of individual
employees to characterise the approaches taken towards employment by
workplaces in the two countries, and seek to explore the degree of hetero-
geneity across workplaces within each country.

4 Tenure, 5kill Development, and Pay 107

Previous empirical studies have shown that such heterogeneity is wide-
spread. For instance, Perit (2003) showed thar a simple duality based on con-
gract permanency is insufficient to capture the variety of employment systems
in France, which are also characterised by a second duality relating to career
opportunities. Amossé and Coutrot (2011) then used succeeding waves of
the Relations Professionnelles et Négociations d’Entreprise (REPONSE) sur-
vey to show the dynamics of different ‘socio-productive models’ within the
French setting, For Britain, prior analyses have also argued against a uniform
representation of the labour market. In the 1980s, Marsden (1986) stressed
that ILM-type arrangements were present for some white-collar workers
while OLM-type practices predominated among blue-collar employees.
McNabb and Whitfield’s later study (1998) also showed the existence of
ILM-type employment profiles in Britain at the beginning of the 1990s.

Our study examines the nature of the employment systems pres-
ent in Brirain and France today, seeking to answer a number of related
questions. For instance, how do the patterns of career progression, skill
development and wages compare between the two countries? To whart
extent are the patterns indicative of OLM- or ILM-type arrangements?
Are ILMs still more common in France? And to what extent were such
practices affected by the recent economic crisis?

The chaprer begins by examining tenure and wage profiles in the two
countries, with a particular focus on the variance that exists becween differ-
ent types of workplace in Britain and France. The chapter then goes on to
identify high-tenure, high-wage workplaces in either country, as a means
of pointing towards the existence of ILM-type employment systems. We
discuss the prevalence of ILM-type arrangements between the two coun-
tries, and examine the types of workplaces and employees that are involved.
The chapter then turns to examine workplaces’ practices in respect of skill
development, and workplaces’ use of non-permanent contracts. The links
with ILM-type arrangements are explored, before a final section concludes.

Recruitment and Tenure

Any employee entering into a new employment relationship will naturally
wonder how long their job might last. Some may be at the workplace for
only a matter of months, or even weeks. Others may end up spending
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a large proportion of their working lives at the establishment. In the latter
case, this will typically involve some progression—first within the job to
which they have been appointed and then, later, to more senior positions
within the workplace.

Patterns of job tenure are partly related to worker preferences or attri-
butes. For instance, women are more likely than men to exit the labour
market during their working life in order to raise children, and they
typically retire earlier than men; both factors contribute o men having
longer job tenure than women, on average, although such differentials
are declining over time (Bachmann et al. 2015). Employer preferences
or strategies are also influential, however, with some employers keen o
retain and promote employees within the workplace, whilst others prefer
to ‘hire and fire’. Burgess et al. (2000), for example, show that the rate
of labour turnover is highly persistent over time for individual employ-
ers, which points towards the use of specific personnel policies around
recruitment, retention and dismissal. Yet, of course, patterns of job sta-
bility also differ berween countries. As noted in the Introduction to this
chapter, job tenure is lower on average in Britain than in France, with the
former having one of the lowest average rates of tenure in the EU and
the latter one of the highest. These differences have been stable over time
(Auer and Cazes 2000) and may relate, in part, to the different character
of employment protection legislation (EPL) in the two countries (see
Bachmann er al. 2015), although the evidence is not entirely settled on
the importance of legislation in explaining cross-national variation.!

From the point of view of human resources (HR) practice, a key signal
is whether an employer, in seeking to fill a vacant position, will look to fill
the post from within the workplace or will primarily look to the external
labour marker. Data from the workplace-based European Company
Survey (ECS) indicate that, across Europe, the preference of managers
is overwhelmingly to recruit from within (see Table 4.1).? However,
the intensity of this internal focus is stronger in France than in Britain.

"Very few empirical studies compare the dynamics of the labour market by looking at the flow of
workers into and out of establishments. These few analyses which have been conducted lead 10
conflicting results about the likely influence of EPL (Bassanini and Garnero 2013; Duhautois eral.
2013; Duhautois and Petic 2015).

#We are grateful to Gijs van Houten at Eurefound for providing the figures underlying Table 4:1.
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In the 2013 ECS, managers at just under half (47%) of workplaces in
France with 10 or more employees expressed a strong preference for
internal recruitment, compared with just less than two-fifths (37%) in
Britain. The data presented in Table 4.1 thus point to heterogeneity both
across and within the rwo countries. We seek to explore this, not by look-
ing at recruitment methods (a topic which is not covered in any detail in
REPONSE), but by examining the realised patterns of job tenure among
employees in our survey population. In doing so, we necessarily focus on
employees with at least 1 year of tenure (see Chap. 1).

We find that, just as in aggregate labour force statistics, job tenure
among employees in our specific population of interest is higher in France
than in Britain. Some 14% of employees in our British population in
2011 have tenure of between 1 and 2 years, compared with 8% in France;
at the other extreme, almost half (46%) of employees in France have 10
or more years of tenure, compared with just 30% in Britain (Table 4.2).

Table 4.1 Workplace recruitment practices in France, the UK and the EU-28, 2013

When recruiting the management usually first look whether there are any
suitable internal candidates

France {%) UK {%) EU-28 (%)
Strongly disagree 5 1 3
Disagree 1 9 1"
Agree 37 53 49
Strongly agree 47 37 37

Base: All workplaces with ten or more employees
Source: European Company Survey 2013.

Table 4.2 Years of tenure at the workplace in 2011, by country

Britain {%) France (%)
1-2 years 14 B
2-5 years 29 23
5-10 years 27 23
More than 10 years 30 46
Number of observations 11581 11123

Base: Employees with at least 1 year of tenure in private sector workplaces with
11 or more employees
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Looking in further detail, we find that, in cross-tabular analysis, a French
‘premium’ on job tenure is found to exist across most age groups, most
categories of educational arrainment, and for both men and women. It
is also observable within most occupational categories and across a vari-
ety of different types of workplace. Indeed, if we regress our categori-
cal measure of job tenure on a country identifier and a wide range of
demographic, job and workplace characteristics, we find that none of the
premiums can be explained by observable differences in the composition
of the two employee or workplace populations. *

There are two notable deviations from the broad pattern of higher
tenure in France, however. First, average tenure (as indicated, e.g. by the
share of employees with tenure of 5 years or more) is not significantly dif-
ferent among the least qualified in Britain and France (those with quali-
fications below International Standard Classification of Education-97
[ISCED-97] Level 2). Second, average tenure is not significantly different
among those in craft occupations or among those in elementary occupa-
tions. These patterns indicate that there is some heterogeneiry around the
national ‘effect’.

To explore the employee and workplace characteristics thar are associ-
ated with longer tenure in either country, we use multivariate regres-
sion analysis to estimate the probability that an individual employee has
accrued tenure of at least 5 years in their current workplace.* In both coun-
tries, more than 20% of variance in renure is explained (22% in Britain
and 25% in France) and the associations between job tenure and employ-
ees’ personal and job characteristics are similar. However, some nuances
are noteworthy. In both countries, we find that tenure broadly increases
as one moves up the occupational classification, but in Britain it is man-
agers that stand apart (having particularly high tenure) and in France it
is elementary occupations (their tenure being particularly low). In both
countries, tenure rises with age, but the relationship is steeper in France;
this is consistent with a greater French focus on internal progression

?QOrdered probit regression controlling for employees’ demographic characreristics (age, gender and
education), job characteristics (working hours, being a union member and occupation), workplace
characteristics (size, independence, age, industry and localisation in capital city or not} and work-
force attributes (percentage of female workers, percentage of workers aged less than 25 and more
than 50 years old, and percentage of low, medium and high occupations).

4We use the same set of control variables as listed under note 3.
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rather than external mobility. Some variations are also apparent in the
influence of workplace characteristics, with tenure in France being par-
ticularly high in the manufacturing sector, in old workplaces (those aged
50 years or more) and in very large workplaces (those with more than
500 employees). Such characteristics are, indeed, those associated in the
literature with the archetypal ILM model.

In order to explore the role of the workplace further, we take advantage
of our linked employer—employee data to identify workplaces in which
employees have high average levels of tenure. To derive such an indicator,
we pool our samples of employees from Britain and France and regress
the categorical measure of job tenure shown in Table 4.2 on a small set
of employee demographic characteristics (gender, age and educational
artainment) and a unique identifier for each individual workplace. The
demographic characteristics control for differences in the attributes
which employees bring to each of these workplaces (and which cannot be
altered by the employer); the workplace identifier then provides a mea-
sure of average tenure within that workplace after adjusting for such dif-
ferences in employee attributes. We call this the ‘workplace fixed effect’
on job tenure and argue that it provides an indicator of all aspects of
employers’ strategic choice over job tenure. We arrive at a continuous
variable which is observed for each workplace in the sample that provides
employee observations.” The variable is approximately normally distrib-
uted in both countries, although the weight of observations is further to
the right in the French distribution, which is consistent with the higher
average tenure observed in France (see Table 4.2). A comparison of these
‘fixed effects’ (FEs) at the workplace level then provides an indication of
the heterogeneity among workplaces both within and berween the two
countries.

An overview of this heterogeneity can be obtained by dividing the
FEs for all workplaces in the pooled sample into quartiles (Table 4.3).

*This sample extends to 1101 of the 1601 workplaces in the WERS sample and 3561 of the 3947
of the workplaces in the REPONSE sample. The WERS sample thus suffers from preater artrition,
but has a higher density of employee observations per workplace. The attrition is addressed through
employce weights, whilst the differing density of employee observations will introduce enly impre-
cision rather than blas {see Amossé and Forth 2015). To estimate the fixed effects, we urilise
the —arcg- command in Stata with the -predict d- option (see McAffrey et al. 2012).



112 J. Forth et al.

On doing so, we find that only one-third (34%) of British workplaces
have an FE at or above the median for the pooled sample; this compares
with almost two-thirds (63%) of French workplaces. The most striking
difference is that 37% of French workplaces sit in the top quartile of the
distribution, compared with just 10% of workplaces in Britain. In con-
trast, one-third (33%) of British workplaces are in the bottom quartile,
compared with under one-fifth (18%) in France.

This heuristic device thus serves to illustrate—at the workplace level—the
two broad points that have been apparent in the foregoing discussion. First,
workplaces in France provide employees with longer job tenure, on average,
than workplaces in Britain, and this remains true after controlling for the
basic attributes that employees bring to the workplace. It will be evident in
Chap. 7 that this is also in line with the lower rates of employee turnover
in French workplaces. Second, there is considerable heterogeneity in these
workplace effects within each country. Both countries have substantial pro-
portions of workplaces at either end of the distriburion of FEs, as shown in
Table 4.3. These broad patterns are thus consistent with the data on recruit-
ment preferences shown in Table 4.1, which showed a stronger preference
for internal recruitment in France but also a variety of preferences in either
country. One cannot truly determine the extent to which such approaches
are influenced by——or adopted in spite of—the different regulatory frame-
works in the two countries. However, the clear impression is that job stabil-
ity and progression within the workplace are more important in France than
in Brirain. Later in the chapter we will go on to consider whart this might
indicate about workplaces’ approaches to employment more generally.

Table 4.3 The distribution of workplace FEs on job tenure in 2011, by country
All workplaces (%) Britain (%) France (%)

Below the 25th percentile 25 32 19

Between the 25th and 49th 25 33 18
percentile

Between the 50th and 74th 25 24 26
percentile

At the 75th percentile or above 25 10 37

Number of observations 4662 1101 3561

Base: Private sector workplaces with 11 or more employees, where at least one
employee was observed
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Wages

Wage setting pracrices are one of the dimensions on which the British and
French labour markets differ most. In France, collective bargaining is com-
pulsory at the firm level and widespread at the branch level so that, in prac-
tice, its coverage is nearly exhaustive in the private sector, while in Britain
it is largely absent (see Chap. 3). The use of collective and individual per-
formance pay schemes is also more prevalent among French workplaces
(see Chap. 5). We do not repeat the investigation of those specific practices
here. Instead, we focus on the profiles of wages in each country that result
from these (and other) influences, so as to investigate the use of high or low
wages as part of the approach to employment within the workplace.

Again we base our analysis on data from our samples of employees, and
again we make use of the linked employer—employee strucrure of our sur-
vey samples to examine heterogeneity at the level of the workplace. Both
of our employee samples contain information on the employee’s gross
hourly wage (i.e. the wage received by the employee before the deduc-
tion of the employee’s tax payments and social security contributions).
For France, these data are obtained by matching the REPONSE employee
sample to individual records in an administrative darabase (the Déclaration
Annuelles de Données Sociales) that holds information on gross wages and
hours worked. For Britain, they are obtained directly from the Workplace
Employment Relations Survey (WERS) employee questionnaire, although
this only places the weekly wage within a specified interval and so we obtain
point estimates for gross hourly wages by dividing the upper and lower
bounds of the weekly wage by a continuous measure of hours worked, and
then taking the midpoint of this hourly wage interval to obtain a hourly
wage.® All figures are converted to euros at the exchange rate which pre-
vailed at the time of the survey. The resulting distribution of wages in both
countries is skewed to the right, such that our measures are approximarely
normally distributed after taking logs.

This is the standard approach in the literature and, in regression analysis, it generates coefficients
that are very close to those obtained from conventional wage data (sec Davies and Welpron 2008).
Mareover, point estimates from our WERS data are shown to correspond well to those obrained
from the continuous measure of wages provided by the Labour Force Survey (see Technical
Appendix Table A.G).
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Table 4.4 Log of hourly wages {euros) in 2011, by country

Britain France
25th percentile 2.13 2.21
Median wage 2.49 2.44
75th percentile 2.90 2.76
Number of observations 10759 17198

Base: Employees with at least 1 year of tenure in private sector workplaces with
11 or more employees

As shown in Table 4.4, the median log hourly wage is similar in the
two countries (2.49 in Britain, compared with 2.44 in France). However,
the inter-quartile range is somewhat greater in Britain than it is in France
(0.77 log points, compared with 0.55 log points). This is in line with the
broader literature, which highlights the greater degree of wage dispersion
in Britain (Dreger et al. 2015).

Our first interest is in how the pattern of wages varies with employee
attributes in each country, particularly those artributes relating to career
experience. If wages rise more steeply with age or job tenure in one coun-
try, this would indicate that experience is important in wage determina-
tion. We estimate separate wage equations for each country, using the
log of gross hourly wages as our dependent variable and begin by con-
trolling for employee age. In both countries, wages rise with age and,
when entered alone, age explains approximately 7% of the variance in
gross hourly wages. The rise in wages is steepest for younger workers in
Britain, but steepest for older workers in France. Moreover, the gap in
wages berween older and younger workers is larger in France, with wages
rising by 30% between the 22-29 and 50-59 age groups in France buc by
only 16% in Britain. The higher incidence of long tenure in France does
not wholly explain this pattern. Adding a control for job tenure, we find
that wages are positively linked to tenure in both countries, bu the rela-
tionship is weaker in Britain: only those employees with 10 or more years
of tenure have average wages that are higher—rto a statistically significant
extent—than those of employees with 1-2 years of tenure. Moreover,
adding tenure raises the share of variance explained by only 0.5 percent-
age points in Britain, but by 1.4 percentage points in France, The results
for tenure are unchanged if we control for a range of other employee, job
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Table 4.5 The distribution of workplace FEs on wages in 2011, by country
All workplaces (%) Britain (%)} France (%}

Below the 25th percentile 25 38 15

Between the 25th and 49th 25 18 31
percentile

Between the 50th and 74th 25 19 30
percentile

At the 75th percentile or above 25 26 25

Number of observations 4627 1018 3609

Base: Private sector workgplaces with 11 or more employees, where at least one
employee was observed

and workplace characteristics.” They suggest that tenure is less influential
in shaping the wage-career profile in Brirain than in France.

To illustrate the heterogeneity in wage levels berween workplaces, we
adopt the same approach as that taken in respect of job tenure. Specifically,
we pool our samples of employees from Britain and France and regress
our measure of log hourly wages on a small set of employee demographic
characteristics (gender, age and educational atrainment) and a unique
identifier for each individual workplace.? The workplace identifier then
provides a measure of average wages within that workplace after adjusting
for such differences in employee attributes.

This ‘workplace FE’ on wages is approximately normally distributed in
each country and, in line with the distribution of employee wages shown
in Table 4.4, the distribution of workplace FEs is more dispersed in
Britain. As in the case of job tenure, we divide the FEs for all workplaces
in the pooled sample into quartiles, and find that a similar share of work-
places in either country (around one quarter) is positioned within the top
quartile (Table 4.5). In other words, each country has a similar share of
all high-wage workplaces. However, the share of low-wage workplaces—
indicated by those in the first quartile—is much higher in Britain (38%,
compared with just 15% in France). Overall, 56% of British workplaces
sit at or below the median point in the pooled sample, compared with
46% in France.

"We use the same set of control variables as listed under note 3.

*We first equalise the median wages in the two countties in order to eliminate the potential effects
of price differentials.
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We are not concerned here to investigate the workplace-level cor-
relates of high or low wages in any detail (see Chaps. 2, 3 and 5 for
specific investigations in that respect). Instead, our intention is to use
the relative position of a workplace in the pooled sample of workplace
wage FEs (as indicated in Table 4.5) in conjunction with the work-
place’s position in the pooled sample of workplace tenure FEs in order
to reveal something more about the workplace’s orientation to career
development.

A Composite Indicator of ILM Orientation

A number of industrial relations scholars have discussed the rules shaping
employment practices and outcomes inside an organisation with refer-
ence to the notion of an ‘ILM’ (see Doeringer and Piore 1971; Osterman
2011). These rules, which may be specific to individual firms, lead to out-
comes different from those predicted by simple supply and demand mod-
els, moving the firm away from an employment system that is shaped
only by labour market conditions. Elsewhere, the notion of the ILM has
also been developed in a more standard labour economics framework
by those interested in personnel economics (Lazear and Oyer 2004) or
efficiency wage models (Saint-Paul 1996). This varied literature often
pits firms with ILM-type practices in opposition to those acting more in
reaction to labour marker conditions. The two different types of firms,
and their workers, then constitute two different segments in the labour
marker.

Despite the substantial literature, there is no common empirical defi-
nition of an ILM (Leontaridi 1998). However, one core characteristic
of ILM arrangements is that they seek to encourage employees to fur-
ther their careers within the firm; workplaces with an ‘ILM orientation’
should then be characterised by high levels of job tenure and the payment
of above-market wages. We thus identify workplaces with an ILM orien-
tation as those which, for a given gender, age and educarion profile within
the workforce, sit at or above the median in both the distribution of
pooled workplace FEs on job tenure (see Table 4.3) and the distribution of
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Table 4.6 Percentage of workplaces with a 'strong’ ILM orientation, and corre-
sponding share of employees in those workplaces, in 2011, by country

Britain (%) France (%)
Share of workplaces 17 ag
share of employees 26 48
Number of observations 1018 3560

Base: All private sector workplaces with 11 or more employees, where at least
one employee was observed

pooled workplace FEs on wages (see Table 4.5).” This is a heuristic device
and one should nor attach a great deal of importance to the absolute share
of workplaces which meet these criteria; instead, what is informative is
the position of workplaces in Britain and France relative to one another
(and equally, the degree of change within each country over time).

In line with the existing empirical literature which shows that high-
paying firms experience less worker turnover (Duhaurois et al. 2016;
Lazear and Shaw 2007; Burgess et al. 2000), we find that correlations
berween our two FE measures are positive in both countries. Yer we also
find chat the correlation is stronger in France, showing that tenure and
wages profiles are more closely associated there than in Britain. The share
of workplaces with an ILM orientation is then considerably higher in
France. Almost two-fifths (38%) of all workplaces in France meet our
criteria, compared with less than one-fifth (17%) in Britain (Table 4.6).
We find that there is no strong bunching of British workplaces just below
the cut-off: the share of workplaces sitting at or above the median on only
one of the two indicators is quite similar in the two countries (45% in
Britain and 41% in France). Instead, Britain has a relatively high share
of workplaces that sit below the median on both (38%, compared with
21% in France).

Our dara thus indicate thar an ILM-type orientation is considerably
more widespread among private sector workplaces in France than is the
case in Britain. It can be noted that, even in France, the share of workplaces

*One may prefer ta identify an ILM orientation through the analysis of job mobility and wage
progtession within and across firms (sce, e.g. Lazear and Oyer 2004), but this requires longirudinal
data and a much higher densiry of employces per workplace than is present in our WERS-
REPONSE data set.
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with an ILM orientation remains a minority, but the share is notably
larger than that found on the other side of the Channel. Moreover, since
workplaces with an ILM orientation are larger than the average work-
place, they account for a disproportionate share of all employment (48%
in France and 26% in Britain).

In order to examine whether the strength of workplaces’ orientation
towards ILMs was affected by the recent economic crisis—and also to
show that our measure is not wholly driven by the particular attributes
of our 2011 sample—we conduct a parallel analysis which seeks to com-
pare the strength of ILM orientations in each country in 2004/2005 and
2011. In view of the changes to the inclusion criteria for the REPONSE
workplace sample between 2005 and 2011, our dynamic analysis is
focused on establishments with 21 or more employees. Within each year,
we adopt the same methodology as described above in order to estimate
the share of workplaces with a ‘strong’ ILM orientation.

The distribution of job tenure and wages at employee level in
2004/2005 and 2011 is shown in Table 4.7. In both years, tenure is lon-
ger on average in France than in Britain, yet average job tenure rises
slightly berween the two time points in Britain, whereas it falls slightly
in France. In both countries, the economic crisis led to a reduction in
worker turnover, but in France this may have been counteracted by

Table 4.7 Distribution of job tenure and wages in 2004/2005 and 2011, by country

Britain France
2004 2011 2005 2011
Tenure distribution
1-2 years 16 13 ? 8
2-5 years 32 28 23 23
5-10 years 23 27 18 22
10 years and more 29 32 52 47
Number of observations 11066 10288 7861 9905
Log hourly wage
First quartile 213 2.16 2.21 2.22
Median 247 2.50 2.44 2.45
Third quartile 2.89 2.93 2.77 2.78
Number of observations 10732 9559 7907 9971

Base: All employees with at least 1 year of tenure in private sector workplaces
with 21 or more employees
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a substantial process of retirement among ‘baby boomers’ (Delartre 2014).
The wage distributions are found to be relatively stable, with the degree
of wage dispersion being similar across the two countries in each year and
thus higher in Britain at both time points.

When we compute workplace FEs on job tenure and wages, the
results show broad stability in the relative position of the two countries
across time (Table 4.8).!° In 2004/2005, the share of French workplaces
with a strong ILM orientation was around three times that found in
Britain, whereas in 2011 the ratio was around 2.5. This indicates some
closing of the gap between 2004/2005 and 2011, consistent either with
a strengthening of ILM orientations in Britain or with a weakening in
France. However, the degree of movement is not substantial, indicar-
ing that the broad pattern of orientations seen in the two countries is
primarily a structural, rather than a cyclical characteristic, at the estab-
lishment level.

It remains to be shown which rypes of workplace in either country
have an ILM orienration, and which types of workers benefit from being
located in such establishments. Our rich workplace and employee data
provide unique opportunities to address these questions, which form a
major part of the discussion in the remainder of the chapter.

Table 4.8 Percentage of workplaces with a ‘strong’ ILM orientation, and corre-
sponding share of employees in those workplaces, in 2004/2005 and 2011, by
country

2004/2005 2011
Britain France Britain France
Share of workplaces 13 M 15 37
Share of employees 20 53 24 46
Number of observations 863 2636 824 3056

Base: All private sector workplaces with 21 or maore employees, where at least
one employee was observed
Note: comparisons should be made across countries, within year

1“The shares of workplaces with a strong ILM orientation shown for 2011 in Table 4.8 should not
be compared with those shown in Table 4.6, as the workplace FEs and quartiles underlying
Table 4.8 have been estimated afresh on the pooled sample of workplaces with 21 or more
employees.
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Profiling ILM Workplaces and Workers
Which Workplaces Have an ILM Orientation?

The existing literature on ILMs (Doeringer and Piore 1971; Piore 1978)
leads us to expect an ILM orientation to be most common in manu-
facturing, among larger workplaces and in larger firms. In both coun-
tries, we find that an ILM orientation is most apparent among the largest
workplaces: more than two-thirds of those workplaces with 500 or more
employees have such an orientation in France (68%); the share is nearly
half in Britain (48%). In Britain, more than one-third of workplaces in
manufacturing (35%) fit our ILM typology, but this compares with nearly
half of workplaces in that sector in France (45%). In both countries, ILMs
are also prevalent in the electricity, gas and water supply industry, in finan-
cial services and in other business services (business and management con-
sultancy, legal activities, architecture, etc.). In France the prevalence is also
reasonably high in the construction industry (50%), pointing to a high
degree of duality in that sector, with a small number of large, dominant
firms coexisting alongside many smaller ones (INSEE 2014). Finally, the
capital ownership structure of ILM workplaces bears some similarities
between the two countries: they are more likely to be foreign-owned, and
less likely to be family-owned than other workplaces. Yet the association
with listed status differs, being positive in France and negative in Britain,
The negative association is in line with the hypothesis that the shareholder
capital in Britain provides particular disincentives for employers to make
long-term investments in their employees (see Chap. 2).

Going beyond simple workplace demographics, the literature on
labour market segmenration proposes a number of motivations for a
firm to implement an ILM-type strategy. For instance, Berger and Piore
(1980) and Sainct-Paul (1996) argue that predicrable product demand is
a prerequisite for firms to envisage reducing labour turnover, such that
ILMs would be most likely to emerge in enterprises catering to stable
markets. If we control for other workplace and workforce characteris-
tics, we do indeed find that an ILM orientation is more common among
workplaces in which the manager describes product demand as either
stable (in France) or declining (in Britain) than it is among workplaces
thar face growing demand.
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We also expect that stabilisation of the workforce would enable ILM-
type worlplaces to compete on dimensions other than price. In France,
we find in bivariate analysis that workplaces which compete on price
are less likely to have an ILM orientation than those which compete on
quality or innovation. However, the differences are no longer statistically
significant after controlling for industry sector. In Britain, an ILM ori-
entation is not associated to a particular strategy. There are, then, both
similarities and differences across the two countries in the relationship
berween ILMs and the workplace’s position in its product marker.

Osterman (2011) argues that there is also typically a political dimen-
sion to ILM building, with ILMs being more common in workplaces
with specialist HR managers and strong unions. We do find a positive
association with the presence of a specialist HR, as well as with union
membership density at the workplace and the recognition of unions for
collective bargaining. However, few of these associations remain signifi-
cant after controlling for workplace and workforce characteristics: the
only one which remains is the positive association with active collective
bargaining in France. HR specialists and unions are thus more common
among workplaces with an ILM orientation, but they are not a defining
characteristic by and large.

Turning to other HR practices, Piore (1975) stressed the role of work
organisation and production techniques in motivating the creation of
ILMs. In both countries, we find that ILMs are positively associated
with the use of ‘high-performance’ work practices such as team working,
quality circles or intensive use of information technology. Using a score
variable for these practices (see Chap. 5), we see [ILMs are positively asso-
ciated with the cumulative use of ‘high-performance’ work organisation
and production techniques. In France, we find an equivalent resule when
using the score variable for incentive practices (profit sharing schemes,
share ownership plans, performance-related pay and appraisal meetings).
In Britain, however, there is no particular association berween an ILM
orientation and the use of incentive pay schemes, even in a bivariate
context.

Finally, using the managers’ subjective ratings of workplace labour
productivity and financial performance (as discussed in more detail in
Chaps. 3 and 5), we find that managers are more likely to give higher
performance ratings in workplaces with an ILM orientation than in
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workplaces without such an orientation. In France, the positive associa-
tion remains statistically significant after conrrolling for other workplace
and workforce characteristics. This may indicate that the lower-than-
average levels of employee turnover and higher-than-average wages
that characterise our ILM indicator serve to encourage higher levels of
productivity on the part of employees (e.g. as in theories of efficiency
wages). However, with our cross-sectional data, we cannot rule our the
possibility of reverse causality (which may arise if high levels of produc-
tivity or profitability prompr firms to pay high wages and to focus on
employee retention).

Looking across the piece, we thus find a greater number of dimensions
on which French ILM workplaces appear distinctive from those without
an ILM orientation, and that the correlates appear to be more in line with
those proposed in the existing literature. This would suggest that the pro-
file of workplaces with an ILM orientation in France is more specific than
is the case in Britain, which may in turn suggest a more focused strategy
towards ILM building in French workplaces. ILM workplaces in Britain
appear more heterogeneous in comparison. This implies that the distinc-
tion between the two countries is perhaps even greater than the figures in
Table 4.6 might suggest.

Which Employees Are Located in Workplaces
with ILMs?

Labour market segmentation ultimately derives from differences in firms’
strategies, but Doeringer and Piore (1971) stressed that there are also
distinctions berween workers in different segments of the labour market
which parallel those between jobs. One particular advantage of our linked
employer—employee dara in this regard is that, having compiled an ideni-
fier of workplaces with an ILM orientation, we can take this back to the
employee data in order to identify whether the characteristics of employees
differ between those workplaces with a strong orientation and those without.

In line with the prior literature, we find that male employees, older
workers and those with a higher-level education are all particularly
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likely to be located in a workplace with an ILM orientation. There
is also a strong association with occupation. Together, employees in
higher-skilled white-collar occupations (managers, professionals and
technicians) account for half (51%) of all employees in ILM-type work-
places in France, but for only one quarter (24%) of employees in non-
ILM workplaces; the equivalent figures for Britain are 52% and 37%,
respectively. Elementary occupations and service and sales workers are
particularly rare in ILMs in either country. In spite of these associa-
tions, however, we find that, when we regress our ILM indicator on
a full range of employee demographic, job, workplace and workforce
characteristics, the workplace and workforce characteristics are par-
ticularly influential in explaining whether an employee is located in a
workplace with an ILM orientation. Specifically, we find thar the share
of variance explained roughly doubles when we move beyond employee
demographic and job characreristics to control for characteristics of the
workplace and workforce (rising from 13% to 24% in France, and from
10% to 24% in Britain). This points towards employers as the driving
force in labour market segmentarion.

Skill Development and Training

Having considered some core features of the employment system in
terms of tenure and wages, we now move on 1o consider other core facets,
namely, training and skill development and forms of labour contracting,

Whilse most workers will typically favour an employment relation-
ship offering the prospects of long renure and good wages, many will
also look favourably on opportunities to develop their skills within the
workplace. Such opportunities bring intrinsic rewards through personal
development, but also extrinsic rewards through enhanced opporruni-
ties for occupational mobility (whether within or outside the workplace).
For the employer, training and skill development thus provide a tool for
employee retention—particularly in support of ILMs. But more broadly,
they also provide a means of maintaining and enhancing labour produc-
tivity, particularly in the face of changing product markets.
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Different Institutional Settings

Most workplaces in Britain and France engage in some off-the-job train-
ing, bur the context for workplace training in the two countries is quite
different. Looking first outside the workplace, France has a stronger voca-
tional element to its schooling when compared to Britain, which offers a
more general form of schooling.!’ This implies that there is likely to be a
greater need for workplace-based training in Britain—particularly among
young employees—in order to provide employees with the necessary
vocational skills. Conversely, however, the lower degree of job mobility
in France would suggest that French firms are betrer able to recoup any
investments from training, which should provide additional incentives.to
train over and above those faced by the typical British employer. Added
to this, France differs from Britain in placing legal obligations on firms to
offer training opportunities (see Box 4.1).

Box 4.1: France and Britain: Two different approaches to training

Al French firms are obliged to spend some part of their wage bill on
training for their. own workers: At the time of the 2011 REPONSE survey,
the legal obligation was 1.6% of the wage bill for. firms of ten employees
and more (and thus for all of the workplaces in our sample), and 0.55% for
smaller.firms. Workers in France also accrue training credits to _pr_ovic_le_up
to 20 hours of training per year, and. they are entitled to a personal skills
audit as ‘a basis for career development (Paul 1992; Joras 2902).
Furthermore, a highly developed systemn of social dialogue over _vocathn_a_l
training also mandates that negotiations take place on vocational
training every 5 years. The system in Britain is considerably more voluntarist
in nature and/ relies to a much greater extent on market forces
and the actions of individual employers. The UK government has
been active in promoting vocational training schemes, such'as Modern

11'Vocational training in France does not have the status associated with the system of apprentice-
ship training in Germany, howcver (see Rubery and Grimshaw 2003, pp. 106-137 for one
discussion),
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Apprenticeships, and has recently placed greater focus on industry-led
initiatives. However, there are no generalised, minimum requirements for
firms and ‘no system of training credits for workers, atthough employees
do have the right to ask for unpaid time off work for training or study, and
union representatives have the right to pald time off to promote training
within the workplace.

Against this backdrop, we use our data to investigate the extent and
patterns of provision of on-the-job training in the two countries; we then
go on to investigate the association with ILM orientations. The questions
covering workplace training within the respective management question-
naires are not comparable, but neatly illustrate the differing contexts.
The REPONSE survey understandably focuses its attention on training
expenditure as a share of the wage bill. Around one quarter (24%) of
workplaces spent less than 1.5% of their wage bill on training in 2010,
whilst the same proportion (24%) spent more than 3.0%. The WERS
survey, in contrast, focuses its actention on the share of experienced work-
ers in the largest occupational group that received off-the-job training
over the 12 months prior to the survey. Around one in seven workplaces
(13%) reported that none of these workers had received off-the-job
training, whilst just under half (46%) reported thar at least 80% had
received training.

More comparable measures with which to judge the relative levels of
provision across the two countries (and more fully explore the correlares)
are available in the employee questionnaire. The REPONSE employee
questionnaire asks whether the employee has undertaken any job-related
training during the previous 3 years that was financed wholly or in part
by their employer. In WERS there is a very similar question, but with
a shorter recall period, asking how many days of off-the-job training
the employee has received in the previous 12 months that were paid for
or organised by their employer.'” In spite of the shorter recall period,

“The full question text explicitly excludes health and safety training.
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Table 4.9 Percentage of employees receiving off-the-job training in 2011, by age
and tenure, by country

Cell percents
Britain France

Job tenure:

Less than 2 years 72 38

2-4 years 68 47

5-9 years 66 50

10 years or more 60 47
Employee age:

16-29 ral 49

30-495 68 49

50 or more 60 40

Base: Employees with at least 1 year of tenure in private sector workplaces with
11 or more employees

Note: Figures for France refer to receipt over the previous 3 years. Figures for
Britain refer to receipt over the previous year

The number of observations varies across the cells of the table (minimum 691 for
each cell of job tenure; minimum 1,665 for each cell of employee age)

receipt of off-the-job training is more prevalent in Britain, with some
66% of employees reporting the receipt of employer-provided training
in the previous year, compared with 46% of employees in France who
reported any such receipt in the previous 3 years. Although the compari-
son appears surprising in the context of the more extensive support for
workplace training in France, it accords with the higher levels of training
receipt recorded for UK employees in the European Working Conditions
Survey (Eurofound 2012: 104). The differing schooling systems, referred
to above, are one possible influence and, indeed, the gap between the two
countries is particularly large for employees with low tenure. However,
the gap does not disappear among employees with substantial tenure
and, moreover, it is not only apparent among younger workers (the new
entrants to the labour marker) (Table 4.9). Indeed, the higher training
propensity in Britain remains after controlling for a variety of employee
characteristics, namely, age, education, gender, tenure, occupation and
hours. Training durations are, however, known to be shorter in Brirain
than in France (O'Mahony 2012), and so the total stocks of training
received are likely to be somewhat closer than our data would suggest, but
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unfortunarely we do not have comparative information in our WERS—
REPONSE dara set to be able to take this further.!?

Off-the-Job Training and ILMs

What role do ILMs play in training provision in Britain and France?
Within an ILM, the stability of the workforce allows the employer greater
opportunities to recoup a return from any training investments, and so
one might expect a positive association between an ILM orientation and
the provision of training within the workplace, However, we do not find
a consistent picture across the two countries. In France, there is a strong
positive association, with 53% of employees in ILM workplaces having
received off-the-job training in the 3 years prior to the survey, compared
with 40% of employees in non-ILM workplaces. This positive associa-
tion-remains in France after controlling for a standard set of employee,
job and workplace characteristics. In Britain, in contrast, the positive
association is weaker (69% of employees in ILM workplaces had received
training in the previous year, compared with 64% of those in non-ILM
workplaces) and the difference was no longer stacistically significant after
controlling for other workplace characteristics. The provision of off-the-
job training thus appears to be 2 more integral part of the ILM approach
in France.

One potential limitation of this analysis is that it focuses only on for-
mal, off-the-job training, while informal training is actually supposed to
play a crucial role in segmentation theory. According to Doeringer and
Piore (1971) the presence of on-the-job (informal) training is among
the three main factors motivating ILM implementation (along with
the presence of customs and the specificity of qualifications). Our sur-
veys do not provide comparable measures of on-the-job training, buc
they both have general indicators of the workplace’s approach to skill
development, as perceived by the employee. The REPONSE survey

"*The number of days of training received by employees was included in the WERS employee
questionnaire, but the REPONSE employee questionnaire only asked whether any taining had
been received.
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asks employees whether their job offers them opportunities to learn
new things, with the possible responses of ‘Always’, ‘Often’, ‘Sometimes’
and ‘Never’. WERS asks whether managers at the workplace encour-
age employees to develop their skills, with possible responses from
‘Strongly agree’ to ‘Strongly disagree’. When we analyse these indicators
in combination with our ILM measure, we find no apparent correlation
with the strength of the ILM in Britain, bur a clear positive correlation
between an ILM orientation and employees’ ratings of skill develop-
ment in France." These more general measures thus provide a similar
picture in respect of the association with ILMs as that shown by our
measure of off-the-job training.

Other Motivations for Off-the-Job Training

In exploring the further role of workplace characteristics as motivations
for the provision of training in the two countries, attention naturally
turns to the influence of unionisation. As implied earlier, unions have
played an important role at a national level in shaping training provision
in France whereas, in Britain, union initiatives around training are more
decentralised and focused on the workplace (see Le Deist and Winterton
2008). This would suggest that variations berween unionised and non-
unionised workplaces may be more apparent in Britain and, indeed, this
is the case. In regressions that control for our standard range of employee,
job and workplace characteristics, the likelihood that an employee has
received off-the-job training is 5 percentage points higher in Britain if
their workplace has an on-site union representative. In contrast, there
is no difference between unionised and non-unionised workplaces in
France. Examination of the coefficients on other control variables in the
regression indicates thar product market pressures are a common factor
across both countries, with workplaces in either country that compete
heavily on price providing less training to their employees than work-
places in less price-sensitive markets.

4This remains the case when we control for the provision of off-the-job training.
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Within these regressions, our standard range of employee, job and
workplace characteristics, which include indicators of unionisation,
product market competition and ILM approach, serves to explain 10%
of the variance in the provision of training among employees in either
country within our WERS-REPONSE data. To delve further into the
possible motivations for training provision in the two countries, we thus
augment our analysis with more detailed indicators which seek ro illumi-
nate the importance of the occupation, industry sector and workplace in
which the employee is located.

We first replace our nine-category indicator of occupation with more
detailed indicators that identify around 350 separate occupations in each
country, and find that the share of the variance explained rises to 15%
in Brirain and to 13% in France. The difference is not substantial, but
indicates thar training is more closely tied to occupation in Britain than
in France, following the literature which would argue for the stronger
nature of OLMs in Britain (see, e.g. Marsden 1982, 2007). When we then
return to our standard specification and replace our broad 12-category
industry classification with NACE (Nomenclature Générale des Acrivités
Economiques dans les Communautés Européennes) Rev. 2 at class level
(four-digit), we explain 16% of the variance in training provision in
Britain and 13% in France. We are unable to control for detailed occu-
pation and industry simultaneously with our sample size bur, again, we
have an indication that facrors relating to the job (rather than employers’
strategic choices) are more influential in Britain than in France.

Finally we control for all unobservable features of the workplace in which
the employee is located by replacing all of the workplace-level covariates
with a workplace FE. We now explain 20% of the variance in training pro-
vision in Britain and 18% in France. This workplace FE approach serves to
show thar a substantial portion of the variance in training provision in each
country is accounted for by where the employee works (which will include
the effect of industry sector), However, it also indicares that a large share of
the heterogeneity of training provision exists across employees within the
workplace, along characteristics that we do not observe in our dara (given
that 80% of the variance is still unexplained). There is thus a substantial role,
as we would expecr, for specific features of the post or work environment in
which the employee finds themselves, This is true in both countries.
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Contracts

The final element of the employment system to be considc:rtfrdh in this
chaprer is the workplace’s approach to contracting workers.. e most
common form of contract for labous is the open-ended or per.mhanent
contract with no defined end date. This provides the employcelwn secu-
rity and so encourages continuation of tenure, l')ut j;e ;:.m;.) o;trli; :m:f:
weigh up the benefits of employee retention against the limits c[l) ;
manent contracts place on the ability ro respond to changes in pr-:f: ucd
market conditions. Fixed-term or temporary contracts may be p:i: erre
when labour demand is unpredicrable or periodic, although an terna-
tive is to eschew the employment contract alrogether and to Pru;lg in
labour from an employment agency.” Within a workplace, one is there-
fore likely to see a mix of contractual forms. . -
If the main influences on contractual form are indeed to do wi con
cerns about the retention of skills or the ability to .res_pond to the vafganes
of product demand, then one ought 0 expect similar Pa:;:'"llsezic?:;:;
tracting across countries within a give-n mdustr.y. Hctwe?ver, ! 115: denles S
likely impact of the institutional setting and, in Britain an e la,bour
is quite different. Specifically, Britain has one of the.lcz-!.st regulate sboy
markets in Europe with comparatively light restrictions or; efnlp ?yn.is
ability to hire and fire. In contrast, employment protection legislatio
more restrictive in France (see Box 4.2 and OECD 2015¢).

Box 4.2: Employment protection regulations in Britain and France

In France, the use of fixed-term contracts (fFTCs)t_;bsﬁesz:zg:: ri‘salie:t;slic‘tsecai r'::
specific circumstances, including cover. for absence, & : : !
:z;cg:icrary:increaséS'imthe,employer.‘s activity. As a general rule, FTCs can

i discussed in Chap. 2, We
' k to subcontract whole services to anothcr‘ﬁrm. as v
haAw-.ﬁ ;:‘d:]tnnyoﬁ:c:umbcrs of workers involved in subcontracting arrangements, and do not wish
to repeat the discussian in Chap. 2, and so we do not cover ic here,
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only be renewed once and the maximum cumulative duration of successive
FTCs is 24 months (36 months -for. specific highly skitled occupations). In
Britain, in contrast, there are no limitations on the use of FTCs, except that
a ‘FTC is' automatically converted .to an OTC after 4 years of successive
renewals.

In|France, there are no length-of-service restrictions on claims for. unfair,
dismissal, but emplayees in Britain can generally only claim unfair dismissal
after accumulating, 1 year of service (2 years from 2012). Dismissals in
Britain typically require 1. week's notice for every year. of tenure, up.toa
maximum of 12 weeks', whereas in France notice.of 1 month is required
for those with 6-23 months of tenure;and 2 months’ notice is required
thereafter. In situations of collective redundancy, employers in Britain
have a duty to consult with employee representatives if they are seeking
to make at least 20 employees redundant within any S0-day period.
Employers in France must consult employee representatives if they are

seeking to make at least ten employees redundant in a given period of
90 days.

Sources::I1LO (2015}, OECD (2013)

As noted in Chap. 1, the overall use of temporary contracts is higher,
in aggregate, in France than in Britain. Whar is less known is the extent
to which the differences in overall prevalence is simply a difference in
levels, or whether there are also major differences in the ways in which
temporary contracts are used by employers in the two countries. In rhis
section, we examine the pattern of contractual forms seen ar the work-
place level. In parricular, we examine the correlation with ILM orienta-
tions, given that Piore’s (1978) study of the French labour market showed
a critical role for temporary contracts in helping employers to stabilise
the core workforce.

Our investigation is focused solely at the workplace level, as our
comparable employee sample is restricted to those with at least 1 year
of tenure, which means that many employees on short-term temporary
contracts will be omitted. In the management questionnaire, however,
we are able to observe the share of all employees that have temporary or

fixed-term contracts and the number of agency workers employed at the
establishment.



132 1. Forth et al.
Patterns of Use in 2011

We begin by looking at the use of different types of contract in 2011,
Managers in both surveys were asked how many of the employees a
their establishment were employed on temporary or fixed-term contracts,
The difference in prevalence between the two countries is striking, with
the use of such contracts much more widespread across workplaces in
France. Among French workplaces, some 61% had at least one employee
on a temporary or fixed-term contracr, whereas in Britain the figure was
around half that (32%) (Table 4.10). The greater propensiry to use tempo-
rary contracts in France was not a function of any differences in the com-
position of the two economies: after controlling for our standard set of
workplace and workforce characteristics, workplaces in France remained
around 30 percentage points more likely to use temporary contracts than
workplaces in Britain, The push or pull factors encouraging workplaces to
make use of temporary contracts are then clearly much stronger in France,

However, as Table 4.10 indicates, there was a greater degree of polari-
sation among British workplaces, such that the percentage of establish-
ments making very extensive use of temporary contracts was similar across

Table 4.10 Establishments’ use of temporary contracts and agency workers in
2011, by country

Britain . France
Share of employees on temporary contracts:
None 68 39
1-4% 9 16
5-9% 10 20
10-24% 5 16
25% or more 8 9
Number of observations 1595 3879
Number of agency workers relative to all employees:
None 86 77
1-4% 5 B
5-9% 5 6
10-24% 3 7
25% or more 2 3
Number of observations 1571 35884

Base: private sector workplaces with 11 or more employees
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the two countries: 8% of workplaces in Britain had at least one quarter of
their employees on such contracts, compared with 9% in France. Among
those workplaces in Britain that made some use of temporary contracts,
26% used them for at least a quarter of their employees; the equivalent
figure in France was 14%.

The second panel in Table 4.10 shows workplaces’ use of workers from
employment agencies. These are not direct employees of the workplace
bur, in the table, we express their numbers in relation to the number of
employees at the establishment for comparability with the figures on tem-
porary contracts. Again, the use of this form of non-permanent contract
is more widespread in France, but the two countries are much less distince
than in the case of temporary contracts. Some 23% of workplaces in France
employ some workers from an employment agency, compared with 14%
of workplaces in Britain. The share of workplaces using a large proportion
of such workers (25% or more) was small (3% or less) in both countries.

There is some indication that temporary employee contracts and the
use of agency employment may be seen as substitutes for one another
in France. If we examine the use of the two forms of contracting by
industry sector in France we find that the propensity to use temporary
contracts and the propensity to use agency labour are inversely related.
The use of temporary contracts is favoured in service sectors (education,
health, community services, wholesale and retail, hotels and restaurants
and other business services), whereas agency labour is favoured in manu-
facturing, construction and transport and communications. The distinc-
tion is much less clear in Britain, where sectors such as transport and
communications have relatively high use of both types of contract, and
sectors such as wholesale and retail and hotels and restaurants have (per-
haps surprisingly) comparatively low use of each. This points towards the
use of both forms of contract in combination in Britain and, indeed, the
use of temporary contracts is much more frequent among firms already
making use of agency workers (58%) than among those not using agency
staff (28%), whereas the two figures are close to one another in France
(63% and G0%, respectively).

If we combine the two measures to compute the total number of
non-permanent workers, expressed as a share of all employees, we find
that 70% of workplaces have some non-permanent workers in France,
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compared with 38% in Britain. The vast majority of French workplaces
thus resort to some form of non-permanent labour, whereas this is done
by only a minority of workplaces in Britain.

Finally, it is noteworthy that use of non-permanent contracts increased
overall in both countries between 2004 and 2011. The main contributor
was an increase in the proportion of direct employees with temporary
contracts, rather than an increase in the use of agency workers. Chapter 7
investigates whether the recession may have been a contributing factor in

these changes.

Which Workplaces Use Non-permanent Labour?

In order to indicate which types of workplaces make greater use of non-
permanent labour, we focus on two of the recurring themes from the
chapter: the association with the use of ILMs and the association with
unionisation. We expect firms to use non-permanent contracts in the face
of an unstable or changing demand. We also expect that usage will be
higher in workplaces with strong [LMs, where non-permanent labour can
be used as a buffer to protect permanent employees from demand shocks
(Atkinson 1984; Cappelli 1995; Piore 1978). Conversely, we expect that
usage will be lower among unionised workplaces, since unions will be
concerned to promote stable employment and typically find it more dif-
ficult to organise among non-permanent workers.

To investigate these issues, we run logistic regressions in each country where
the dependent variable is the use of at least one non-permanent coneract at
the workplace, We run separate regressions for the use of agency workers and
fixed-term contracts in order to allow for potential differentiation in work-
place’s strategies. We control for our standard set of workplace and work-
force characteristics, and add further indicators to test the hypotheses set out
above. Finally, we also use ordinary least squares (OLS) regressions focused
on the subset of workplaces that are using each form of contract in order to
identify the types of workplace that use them more extensively.

We find that operating in a market with turbulent or unpredictable
levels of product demand is not a strong predictor of the use of non-
permanent contracts in either country. French workplaces which report
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that product demand is difficult to forecast are more likely to use fixed-
term contracts, but there is no link with the use of agency workers, and
there is no association in Britain between turbulent marker conditions
and the use of either type of non-permanent contract. The only consis-
tent association across the two countries is that agency workers are more
commonly used in workplaces experiencing a growth in demand for their
products or services. For both fixed-term contracts and agency contracts

the workplace’s industry sector and size explain more of the variance ir:
the use of such contracts than aspects of product market demand.

Turning to the relationship with ILMs, we find no evidence thar fixed-
term contracts are used as buffer for core workers in workplaces with an
ILM orientation. In cross-tabulations, ILM workplaces are, in fact, less
li-kely to use fixed-term contracts than non-ILM workplaces, but the asso-
ciation is not statistically significant in either country after controlling
for other workplace and workforce characteristics. Our measure of fixed-
term contracts is not ideal for this purpose, however, as it is based on all
employees at the workplace, and so may simply be reflective of the fact
that workplaces with strong ILM orientarions are likely ro eschew fixed-
term contracts for their core staff, who are likely to form the majority of
all employees at the workplace.'® There are no such concerns with our
measure of agency contracts, which is entirely independent of our mea-
sure of ILMs. Here we find that French workplaces with an ILM orienta-
tion are significantly more likely to employ workers on agency contracts,
even after controlling for other workplace characteristics. This is in line
with the ‘buffer’ hypothesis arising from previous studies. The result does
not hold for Brirain, however, where ILM workplaces are significantly
less likely to use agency workers. There is no further correlation with the
intensity of use of agency workers in either country, beyond their simple
presence in the workplace.

Finally, regarding the association with union presence, the situarion
is again different across the rwo countries. In France, unionised work-
places are more likely to use fixed-term contracts and agency workers.
In Britain, unionised workplaces are no more likely than non-unionised

IGI lh H
P E;‘u(:c :’r b»zt:;c-is. our measures of ILM and FTCs are not easily separable as core employees con-
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workplaces to use either form of contract. The pattern observed in
France would fit with a hypothesis that unions and employers may bar-
gain over conditions for core workers, to the detriment of workers in

the periphery.

Conclusion

This chapter has examined the approaches that firms take towards recruit-
ment, skill development, pay and contracts. These are some of the most
central elements of the workplace’s employment system, and go some
considerable way to determining the shape of employees’ careers. The
chapter shows that there is substantial heterogeneity in the approach
taken by workplaces within both countries. However, in line with pre-
vious literature, we find thar strong characterisations are also apparent
berween the two countries. Looking at tenure and wage profiles across
countries, we find more dispersion in Britain on both dimensions. We
also find the share of workers with long tenure is higher in France, and
that both tenure and wages are more strongly associated with employee
age than in Britain. These patterns point towards workplaces potentially
offering more opportunities for internal careers in France.

We use our linked employer-employee data to identify workplaces
with above-average levels of job tenure and wages. We draw a com-
parison between workplaces in Britain and France, using these dara, in
terms of their orientation towards ILMs. We find that workplaces with
an ILM orientation are present in both countries, but are consider-
ably more prevalent overall in France. An ILM orientation has some
similar correlates in either country, being more likely in manufactur-
ing and financial services industries and among larger workplaces, and
being positively associated with a stable or mature product market.
ILM workplaces also employ disproportionate shares of male, older
and more qualified workers in both Britain and France. Other corre-
lates differ between the two countries, however, with the ILM profile
more closely linked with training provision in France, whereas training
provision in Brirain was more closely determined by the nature of the
product market or occupation, as fits a broad OLM model. The link
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with temporary contracts also differs in the two countries, with the use
of agency workers being more common in ILM workplaces, bur then
only in France. Overall, the results were suggestive of a more focused
strategy towards ILM building in French workplaces, contrasting with
a more heterogeneous approach in Britain.

Finally, our analysis also brought forth new evidence on the dynamics
of labour marker segmentation. A comparison of 2004/2005 and 2011
showed some convergence between the two countries, but the bigger pic-
ture was one of stability in the two countries’ broad tendencies towards
the promotion of ILMs, even in the face of a major crisis.
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5

Work Organisation and Human
Resource Management: Does
Context Matter?

Philippe Askenazy and John Forth

Introduction

In this chapter we give our attention to a set of HRM practices which
focus on the ways in which employees are organised and incentivised at
the point of production. Specifically, we focus on a ser of practices that are
concerned with the organisation of work, the use of information technol-
ogy, target setting, performance evaluation, and incentives. In choosing
to focus on this particular ser of practices, we take a cue from the litera-
ture on strategic HRM (e.g. Huselid 1995; Applebaum et al. 2000). This
long-established literature gives principal attention to high-involvement
forms of work organisation, such as self-managed teams, butr combines
this with an interest in the use of incentives and performance evaluation
as further means of aligning employee effort with organisational objec-
tives. However, we also take inspiration from the emerging literature in
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