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« L'incompréhension du présent nait fatalement de l’ignorance du passé »

(“Misunderstanding of the present is invariably due to ignorance of the past”)

Marc Bloch (1886-1944), historian, co-founder of the Ecole des
Annales, and resistance fighter shot by the Nazis. In Apologie
pour Ihistoire ou métier d’historien (1949), Editions Armand
Colin/ Cahier des Annales, 3. Paris: Librairie Armand Colin,
2nd ed., 1952, p. 27.
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Preface

I want first to defuse any potential misunderstanding. Readers skim-
ming quickly through this work may get the impression of being
confronted by the figures and concepts of orthodox economics. They
may also think that there is perhaps a contradiction between the book’s
title and its contents. This is not the case, but a preliminary explanation
is necessary.

A huge paradox exists in economic science. On the one hand, neoclas-
sical theory now predominates throughout the world, although its
capacity to explain - in particular, to explain the labour market — is poor
or at least very limited. On the other hand, heterodox theories (I think
first and foremost of the institutionalists and regulationists) remain in
the minority, whereas they rely on a far more concrete description of
historical reality. What is the reason for this paradox? In my opinion, it
is due to the fact that neoclassical theory is based on a set of concepts — a
toolbox corresponding to the basics of microeconomics —whose capacity
for analysis and application has no equivalent. The problem is to know
how to use these tools to solve which question and with what hypoth-
eses, since it is not the tools that make a theory but the way in which
they are used.

The events of May 1968 in France led me to specialise in economics
in order to understand the society in which I lived. I quickly dismissed
neoclassical theory without really understanding it; it appeared far
removed from reality, a reality I experienced by working on my parents’
farm and in a factory during my studies. I then began studying Marx,
which led me to focus on the regulationist school that was influential in
France; above all, I attached great importance to history (especially the
Ecole des Annales, with Marc Bloch and Fernand Braudel, among others).

Why history? The great difficulty that confronts any scientific
approach in economics and social sciences when one is validating or
rejecting a theoretical hypothesis is that it is rarely possible to perform
an experiment, all other things being equal. Yet even failing this, one can
still study the actions of human beings in space and time; that is, study
the two dimensions of reality: the geographic and the historical. If one
must choose one of these two dimensions, history should be preferred,
as it lets one go beyond the intellectual, ideological and political modes
that are specific to each period and spread through space due to the

XV
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effect of mimetism. As the same political choices can often be found
in each country, the interest of geographical comparison is lessened.
Furthermore, a scientific approach is not limited to applying a hypo-
thetical-deductive procedure to a problem to be studied. It also includes
an inductive approach (with multiple echoes between the two), prior
to the formulation of explanatory hypotheses. This inductive approach
consists in renewing observations of the problem to be studied in time
and space and under different angles by calling on data from other disci-
plines. As we all wear theoretical spectacles, this reduces the risks of
reality-related strabismus. In sum, geographical and, above all, historical
analyses are essential for conducting a trial by verification in the hypo-
thetical-deductive approach in the economic and social sciences, and
they are equally so for constructing pertinent research questions in the
inductive approach.

Thus, after working in the field of historical studies, I decided to
return to economics at the beginning of the 1990s. It was then that, by
reading and rereading Economics by Paul A. Samuelson and several good
manuals on microeconomics (Microeconomic Theory, by J. P. Gould and
C. E. Ferguson; Eléments de microéconomie, by P. Picard), I discovered the
following:

(1) Classical and neoclassical concepts can be linked. (The contribu-
tion of neoclassical economists consisted in reasoning the notions
of utility and cost not only in terms of totality and average — which
is what the classical economists did — but also at the margin, with
notions of marginal utility and marginal cost. And with regard to
cost, it mattered little whether they were measured in terms of an
abstract notion of labour, as did Marx, or in monetary units. It is
simply a question of the choice of measurement units.)

(2) It was possible to go back over Marx’s economic reasoning much
more precisely and completely on the basis of neoclassical concepts.
In other words, just as Marx (and Sismondi before him) built a heter-
odox theoretical corpus based on classical concepts (inherited from
Adam Smith and David Ricardo), a priori neoclassical concepts could
also be used for this purpose.

For example, in the different editions of Economics, Samuelson for a long
time quoted an old workingman’s saying: “Whether you work by the
week or the day, the shorter the work the better the pay.” By quoting this
saying — without justifying its presence — Samuelson was suggesting that
the reasoning put forward by workers had a kernel of truth, in that they
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sought to situate themselves on the labour demand curve of compa-
nies to collectively maximise their salaries. Indeed, in the 19th century,
before the introduction of collective bargaining, the labour movement
had repeatedly organised offensive strikes aimed at the reduction of
working time to raise global wages during the expansionary phase of
an economic cycle. This aim met with total incomprehension from
orthodox economists. On the contrary, Marx considered it the most
important goal for the labour movement. I use microeconomic tools in
this book to demonstrate that the labour movement’s drive for shorter
working time can be perfectly well validated, but I also show that it has
limits.

To my mind, heterodox economists, whose conclusions and way of
approaching things (especially their capacity to remain open to the work
of the other disciplines of the humanities) I often share, are mistaken in
rejecting neoclassical theory wholesale, since the tools it employs can
prove very useful for strengthening their analyses and giving them more
authority, especially for explaining the recurrence of public regulation in
certain markets.! Conversely, most orthodox economists have become
so mesmerised by mathematical tools that they have all but abandoned
any inductive work of examining reality, placing it in perspective in
space and, above all, in time. The result has brought about the impov-
erishment of the issues dealt with by research in economics and a rift
between economics and the other disciplines of the humanities.

Thus, this work’s main objectives, through an attentive examination
of economic and social history, are (1) to account for the historic recur-
rences of the labour market from the standpoint of economics, espe-
cially its conflictual nature, with demands for better wages and shorter
working times and the public intervention these demands have brought;
this is something orthodox economic theories fail to do, and heterodox
theories give only cursory attention; (2) to formulate normative recom-
mendations for regulating the labour market.

After concluding this research, it is my conviction that most econo-
mists reason with

1) a false or biased perception of the labour market (in this case supply):
false for all the economists of neoclassical inspiration who make no
distinction between a salaried employee and an independent worker
regarding labour supply; biased in Keynes and his heirs insofar as
they have not used the most pertinent argument in riposte to the
neoclassical theory of labour supply (this is the first hypothesis devel-
oped in this book);
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2) a false or partial perception of the determinants of growth: false for all
the orthodox economists, especially supply-side ones who follow the
reasoning of Say’s law (“supply creates its own outlets”); partial in
Keynes and his heirs in that they incorporate only short-term effects
in their reasoning on growth (this is the second hypothesis of this
book).

Readers familiar with the work of Karl Polanyi — much in vogue during
recent decades — will recognise a link between my approach and his.
However, his economic analysis of the labour market does not go very
far. Today, it is mainly economists who dictate injunctions to political
decision makers regarding the labour market and who are listened to
most. The social and political stakes of this discipline are also consider-
able. When all is said and done, my analyses and normative and political
conclusions range less widely than those of Polanyi but are more specific
where the labour market is concerned.

This book, aimed at English-speaking readers, is a fully revised and
amended edition of a work, published in French in 2006 by the Presses
universitaires de Rennes, bearing the title Le travail: Un marché pas comme
les autres. In comparison to the French edition, the present one includes
a certain number of historical additions and, above all, improvements in
the form given to the presentation of arguments, which remain the same
in substance. The few modifications or additions affecting the substance
concern the interpretation of long cycles, known as Kondratieff waves,
and the interpretation of the shape of the individual labour supply
curve.

Note

1. A French regulationist economist, Denis Clerc, wrote of my manual on micro-
and macroeconomics that he detected “the art of judo applied to economics:
he uses the strengths of his adversary to place them in difficult situations”
(Alternatives économiques, no. 232, January 2005). It was both a nice and a
perspicacious way of describing my approach.
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General Introduction

Labour is one of the rare markets! that have almost always given rise
to specific, intensive and recurrent public intervention since antiquity.
Evidence dating as far back as the Code of Hammurabi (17th or 18th
century BCE) shows that it was then, as it still is, one of the rare markets
whose prices are subject to scaling. In Rome the labour market was
governed by different rules that prefigured the guilds of the European
Middle Ages. These guilds officiated for seven centuries, pronouncing for
each trade a set of rules which, today, can be associated with different
branches of law, such as those governing competition, consumption
and labour.?

At the end of the 18th century, the first industrial countries totally
deregulated their labour markets, thereby bringing to an end this very
long history of legal supervision. The guilds were suppressed (France)
or else emptied of their substance (United Kingdom). Coalitions,
meaning strikes and what were later to be called unions, were declared
illegal as they were considered to be barriers to free trade and competi-
tion on the labour market. But this market, which appeared a priori
to satisfy the conditions of pure and perfect competition, became a
source of conflict. Economic crises — that were very rapidly perceived
by contemporaries as crises of overproduction occurring approxi-
mately every ten years — threw part of the working population into
distress and misery. Claims for higher wages and shorter working times
became recurrent.® Despite prohibitions, strikes occurred, sometimes
degenerating into conflicts, riots and even insurrections when the
authorities intervened to uphold the law. The history of the labour
market in all industrial countries is littered with violent and tragic
events, a phenomenon that cannot be considered normal for a market.
In parallel, ideologies emerged that criticised economic liberalism for
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some and economic and political liberalism for others and aimed at
solving this “social question”. These ideologies ranged from socialist
and anarchist thinking to the neocorporatism of Catholic socialists*
and included intermediate currents of thought such as social democ-
racy and Christian democracy that called into question neither private
property nor the major liberal principles but deemed it necessary to
protect workers. The two great tragedies of the 20th century — commu-
nism and fascism (in its different forms) — did not occur by chance. All
said and done, analysis shows that they stemmed from the conflictual
issue of the labour market.®

Finally, labour laws have been formulated in every democratic country
in order to — so says the legislator — pacify labour relations. It is note-
worthy that these laws do not concern the self-employed or work done
at home, only salaried work. These laws are based on a limitation of
working times (i.e. supply) for children, women and all employees.
Furthermore, attempts to reach agreement (or coalition) between
employees are no longer considered illegal (but can lead to breach of
contract and dismissal) and have become a constitutionally acknowl-
edged right.® Lastly, governments have imposed a minimum wage in
certain countries and, above all, generalised collective bargaining
regarding working conditions and pay so as to compensate for the posi-
tion of weakness of one of the parties vis-a-vis the other, in this case the
employee versus the employer.”

Therefore labour is one of the rare markets for which the supply of
the actors is restricted by law;? it is the only market in which monopo-
listic behaviour (coalitions) is legal and the only one in which conflicts
(strikes) are so consubstantial that they give rise to censuses by official
statistics and, consequently, to international comparisons. Once again,
these facts illustrate that this market is in no way banal or innocuous!

The aim of this work is, above all, to understand

e why the “free” market for labour, as it was organised at the end of the
18th century, has become so conflictual, with recurrent claims for
higher wages and shorter working times;

e why legislators have come to accept the monopolistic behaviours of
the actors involved (coalitions) and have formulated specific laws
for salaried employment, starting specifically with the limitation of
working time.

Let us be quite clear in this respect; by anticipating what will unfold
further on in this work, neither the new microeconomics of labour nor
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the general trend of the different contemporary theories proposed really
allow taking this hugely significant singularity of the labour market into
account.” Any economist with knowledge of the history of the labour
market is well aware of this fact. What is more, the large number of
economic models available constitutes an implicit avowal and makes
the labour market one of the most controversial areas of economic anal-
ysis as a whole.

Two key hypotheses

To answer these questions, we start off with the facts, in particular the
recurrent claims of workers’ movements regarding wages and, above all,
working times. The reduction of the latter — as will be seen further on -
has been proposed for three major reasons, giving rise to highly specific
actions carried out in clearly defined periods that sometimes overlap:

e To obtain more free time to rest, improve family life, cultivate oneself
and become an active citizen in the community (this objective is
common to every case);

e To obtain higher wages — that is to say “work less to earn more” and
thus regulate the so-called Juglar cycle. This objective gives rise to
offensive strikes during the expansionary phases of this short-run
economic cycle;

e To combat unemployment - that is to say “work less so that there’s
work for all” — since the productivity of labour is deemed to increase
more rapidly than consumption. This objective, contrary to the
previous one, rarely gives rise to strikes, even defensive ones, but
much more often to campaigns of claims that culminate during the
downturns of long cycles called Kondratieff waves (or slow growth),
such as the campaigns in favour of the ten-hour working day in the
1840s, the 8-hour day in the 1880s and 1890s, the 40-hour week in
the 1930s and, lastly, a new reduction of working time in the 1980s
and 1990s that resulted in the 35-hour week in France.

These claims regarding wages and working times have been satisfied
many times since the 19th century by private enterprises and the public
authorities.

Therefore, to take these facts into account and give a direct answer
to the questions asked initially, we introduce two central hypotheses
in the dominant economic corpus; that is to say, the basic or standard
neoclassical model.



