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Abstract 
European governments are increasingly retreating from public pension provision and 
promoting the expansion of private pension funds. Analysts of comparative social 
policy have traditionally considered that the politics of pension privatisation is driven 
by politicians’ and socio-economic actors’ concerns about the generosity and costs of 
pension arrangements. But, when they are fully-funded instead of being financed on a 
pay-as-you-go basis, pensions generate funds that are injected into the financial system. 
The existence of such a welfare-finance nexus means that stakeholders in the pension 
system are also attentive to how pension funds invest their assets, and may try to 
actively shape the institutional design of pensions in accordance with such financial 
concerns. This paper focuses on the role of organised labour and business – that is 
employers and the financial industry – in pension privatisation and develops theoretical 
expectations on how these actors’ interest in maximising control over private pension 
funds’ financial assets affects pension politics. The argument is tested with a case study 
of French pension privatisation between the 1980s and the 2000s. 
 
Keywords 
Pension funds, patient capital, pension privatisation, welfare-finance nexus, France, 
corporate governance 
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Introduction 
 

Since the 1980s, European governments have retreated from public pension 
provision and promoted the expansion of private defined-contribution retirement 
accounts (Ebbinghaus, 2011; Immergut et al., 2007; Orenstein, 2013). This trend 
towards pension privatisation and individualisation – which has happened in a context 
of population ageing and fiscal austerity – has significant distributional consequences. 
Because defined-contribution plans offer beneficiaries only the contributions they have 
paid, plus returns, it is increasingly up to individuals – rather than to the state or 
employers – to decide how much they should save for their pension and to bear the 
risks involved with financial market fluctuations (Burtless, 2003; Hacker, 2004, 2006). 
Since participation in private pension plans is generally incentivised through tax 
deductions, it tends to benefit high-income earners (Hacker, 2002: 49). In addition, 
when private occupational plans are offered by employers or through collective 
bargaining, coverage may be very unequal (Meyer et al., 2007; Seeleib-Kaiser et al., 
2012). 

Due to these distributional implications, many political scientists have seen risk 
and income distribution as the central issue dimension of pension politics. In particular, 
comparative political economy (CPE) scholars have developed theoretical expectations 
about workers’ and employers’ preferences regarding pension reform based on these 
actors’ labour market needs (Häusermann, 2006, 2010; Mares, 2003; Oude Nijhuis, 
2013; Paster, 2012; Swenson, 2002). The primary function of pensions has indeed been 
to insure workers against the risk of income loss in old age. Very frequently, corporate 
managers have also used occupational pension schemes to retain staff with valued 
skills. Decisions about workers’ and employers’ mutual rights and obligations, and 
about the costs of retirement benefits, are thus undoubtedly at the centre of most 
pension reforms. 

Yet pensions are not only characterised by their link with employment relations. 
As highlighted by the fiscal-centred perspective on welfare state development (Béland, 
2014; Koreh, 2014; see also Martin et al., 2009), pension arrangements can be used for 
a variety of fiscal or macroeconomic purposes that are not directly linked to these 
arrangements’ social aims. In particular, when – instead of being funded through direct 
transfers from the working-age population to pensioners (‘pay-as-you-go’ systems) – 
pensions are financed through an accumulation of assets over time (‘fully-funded’ 
systems), they generate funds that are injected into the financial system and thus 
institutionalise a ‘welfare-finance nexus’ (Estévez-Abe, 2001). Economic geographers 
have shown how pension funds’ growing presence in financial markets has contributed 
to the emergence of a form of ‘pension fund capitalism’, particularly in Anglo-Saxon 
countries (Clark, 2000, 2003; Dixon, 2008; Minns, 2001). In this context, it has been 
claimed that pension privatisation can lead to a ‘financialisation’ of the economy 
(Dixon, 2014; Dixon and Sorsa, 2009; Engelen, 2003; van der Zwan, 2014): not only 
can saving for retirement turn individuals into ‘everyday’ investors (Langley, 2008), 
but pension funds’ equity holdings have also allowed them to press for greater 
integration of ‘shareholder value’ in firms’ governance and management practices 
(Gourevitch and Shinn, 2005; Lazonick and O’Sullivan, 2000). 

However, not all private pension plans adopt shareholder value maximisation as 
their main objective. While pension funds usually try to diversify their portfolios in 
order to balance risks and rewards (Davis, 1995), many occupational schemes have 
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preferred to reinvest their assets into their sponsoring companies, thereby providing 
these firms with cheaper and more ‘patient’ capital that has allowed them to grow in 
size (Estévez-Abe, 2001; Jackson and Vitols, 2001; Manow, 2001). An increasing 
number of pension funds – including some of the largest ones such as public employee 
pension plans – have also declared their readiness to promote ‘socially responsible 
investment’ that takes into account not only financial returns, but also non-financial – 
e.g. social, environmental or ethical – criteria in the investment process (Blackburn, 
2002: 465-528; Renneboog et al., 2008; Sparkes, 2002). Several political science 
studies have started mapping this variation in the regulations governing pension fund 
management and have highlighted the functional benefits derived by economic agents 
from different institutional arrangements (cf. Estévez-Abe, 2001; Jackson and Vitols, 
2001; Manow, 2001; Datz, 2014). But these studies have analysed socio-economic 
actors’ financial interests only after private pension plans have entrenched themselves, 
and have failed to examine how these actors’ stances on the welfare-finance nexus lead 
them to actively influence the institutional design of such plans. 

This paper argues that conflicts between financiers, managers of non-financial 
firms and trade unions for the control of private pension plans’ financial assets are a 
crucial determinant of the institutional outcomes of pension privatisation. Not only do 
they directly influence the way pension funds are managed, but – as would be 
contended by the fiscal centred perspective on welfare state development (Béland, 
2014; Koreh, 2014) – such ‘non-social’ motives may also have an indirect impact on 
the ‘social’ or distributional dimension of pension privatisation, in particular coverage 
of private plans. In highlighting these struggles and their implications, the paper 
challenges conventional wisdom according to which private pensions are characterised 
by a ‘subterranean’ form of policy-making and are ‘likely to become a source of 
political conflict – if they become a source of political conflict – only after their 
creation, when their costs and benefits are both larger and potentially more apparent’ 
(Hacker, 2002: 48). Although debates about pension fund management are often highly 
technical and unlikely to hit the headlines (Culpepper, 2011), socio-economic actors 
have concentrated interests in the regulations governing fully-funded pensions and 
therefore press governments on this issue from the very start. 

The next section presents the theoretical framework. The argument is then 
assessed with a case study of French pension reform between the 1980s and the early 
2000s. The final section concludes and makes suggestions for future research on the 
influence of the welfare-finance nexus on pension politics.  
 
The welfare-finance nexus and control over pension arrangements 
 

While the CPE literature has considered the distribution of risk and income as 
forming the core of the politics of social policy reform, Mares (2003) has argued that 
another politically contentious dimension is the distribution of authority (or control) 
among employers, trade unions and the state over the management of social 
arrangements. Since social policies have many implications for the functioning of the 
labour market and considerable resources are allocated towards their financing, Mares 
has assumed that employers’ and trade unions’ primary motivation for trying to grant 
themselves decision-making powers in the administration of social programmes is to 
exert further influence over issues – e.g. the determination of the level of insurance 
contributions and benefits – related to their labour market interests. Yet, when one 
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takes into account the fact that social – especially pension – arrangements can generate 
large sources of financial capital, it becomes clear that the capacity to influence the use 
of these assets may be another reason why a range of actors want to achieve control of 
the institutions managing social programmes. 

Traditional CPE analyses focus on employers’ and trade unions’ role in social 
policy debates. But, once social arrangements are viewed from the angle of the 
‘welfare-finance nexus’ (cf. Estévez-Abe, 2001), the financial industry appears to be 
another important socio-economic actor with its own distinct preferences. Financial – 
particularly insurance – companies are active in social policy because they are potential 
providers of private social arrangements, including retirement savings products 
(Leimgruber, 2008, 2012; Meyer and Bridgen, 2012; Naczyk, 2013). In that role, 
financiers can be expected to have a strong interest in maximising control over pension 
plans. Although financial firms often act on behalf of workers and employers when 
these actors set up occupational pension schemes, direct control of pension plans can 
help financiers, firstly, to shape the fee structure so as to reap greater profits from the 
pension business and, secondly, to diversify the plans’ investment portfolios in order to 
balance risk and returns. 

In the same way as for financiers, the way pension fund assets are managed is 
not neutral for employers – i.e. here synonymous with managers of non-financial firms 
– and trade unions. Indeed, the financial flows generated by the development of 
retirement savings plans create both threats and opportunities for these socio-economic 
actors (Culpepper, 2011; Gourevitch and Shinn, 2005; Roe, 2003). This is especially 
the case if pension funds invest their assets in equities: Any investments they make in 
shares mean that they acquire an ownership stake in a company and can therefore 
directly influence its governance. In their role as investors in and owners of equity 
capital, pension funds – especially if they are controlled by a third party such as a 
financial firm or a public institution as is the case with public employee pension plans – 
may have very different views from those of investee companies’ managers or workers. 
First, pension funds may have specific expectations as regards the goals a company 
should pursue: while managers and workers may strive to preserve their autonomy 
within the firm, pension funds may emphasise the idea that the investee firm should 
maximise its profits and shareholder value. If pension fund managers are not satisfied 
with the performance of a company, they can call for changes in its strategy, including 
restructurings that result in significant job cuts, and, in order to achieve such changes, 
they can threaten to unseat incumbent company management (Useem, 1996). A second 
contentious issue has to do with pension funds’ reactions to hostile takeover bids: 
although such bids bring a company’s traditional strategic orientation into question and 
put the jobs both of its incumbent managers and its workers at risk, a pension fund 
controlled by a third party may be tempted to side with the highest – and thus 
potentially hostile – bidder. 

Given the influence pension funds can have on the goals pursued by investee 
companies and on these firms’ capacity to protect themselves when facing a hostile 
takeover bid, managers and trade unions have an interest in maximising their control 
over the way pension funds invest their assets. Both types of actors have a strategic aim 
in turning pension funds into providers of ‘patient capital’ that helps investee firms 
develop their activities in the long term and potentially offers a protection against 
hostile takeovers. But their preferences may diverge on the specific tools that should be 
used to achieve this aim. 



6 

Managers of non-financial firms can be expected to have a preference for direct 
reinvestment of pension fund assets into their own companies. A number of scholars 
have shown how, in the German and Japanese coordinated market economies, pension 
schemes based on ‘book reserves’ – i.e. schemes that as such do not involve the 
creation of assets, but are financed through provisions set up on the liability side of 
companies’ balance sheets – help managers to retain corporate earnings within their 
firms and thus provide them with an additional source of capital (Estévez-Abe, 2001; 
Jackson and Vitols, 2001; Manow, 2001). But an alternative means through which 
managers can shape pension plans in their own interest is to make funds invest their 
assets in the equity capital of their sponsoring company. Such self-investment ensures 
that pension funds vote in favour of their sponsoring firm’s managers during 
shareholder meetings and that they remain loyal in case of a hostile takeover attempt. 

Managers’ focus on the reinvestment of retirement assets into their own 
companies may nonetheless be detrimental to the interests of workers. If a pension fund 
invests too large a part of its assets into its sponsoring company and if that company 
goes bust, workers may end up not only losing their jobs, but also their retirement 
savings. Hence, from a financial point of view, it is in workers’ interest to have more 
diversified portfolios. However, given the potential impact of pension funds’ 
investment decisions on workers’ position – and wage levels, job security or access to 
training – in their companies, trade unions can be expected to seek to secure a more 
influential position in pension fund governance so as to ensure that, as shareholders, 
pension funds do not focus only on shareholder value creation, but also take into 
account the interests of the workers employed in their investee companies (see also 
Fung et al., 2001; Ghilarducci, 1992; Ghilarducci et al., 1997; Pontusson 1992). 

In sum, due to the significance of pension funds’ investments in the economy, 
socio-economic actors – financiers, managers of non-financial firms and trade unions – 
may seek to control how pension funds invest their assets and, in particular, how they 
use their ownership stakes in publicly listed companies. Whereas financiers can be 
expected to emphasise the need to maximise returns and shareholder value in the short 
term, managers and organised labour may on the contrary seek to turn pension funds 
into a source of patient capital for investee companies. However, while managers 
sponsoring an occupational pension plan may want the plan to directly reinvest its 
assets into the sponsoring company, trade unions will – similarly to financiers – put 
greater emphasis on portfolio diversification so as to make workers’ pension savings 
safer. Because of their divergent interests, socio-economic actors will strive to 
maximise their own capacity to control pension funds. But their preferences also partly 
overlap and this creates room for compromises between them. 

Debates over the control of pension fund assets are part and parcel of the 
politics of pension privatisation. If disagreements on this issue are strong, this may help 
block the adoption of government regulations over retirement savings plans. Yet the 
dimension of ‘control’ is defined not only by socio-economic actors’ financial interests, 
but also – as Mares contends (2003) – by their labour market interests. In that sense, it 
is not a fully independent issue dimension. Paradoxically, that lack of independence 
makes its influence potentially even larger. Thus, discussions over the management of 
pension fund assets may have a ripple effect on the dimension of risk and income 
distribution, in particular on regulations regarding coverage of pension plans. 
Depending on the type of control they will want to exert over a pension plan, socio-
economic actors will prefer different types of coverage. Financiers can be expected to 
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favour individual retirement accounts where individuals directly enter into a contract 
with financial firm. The level of coverage will then depend on individuals’ decisions. 
By contrast, with their emphasis on self-investment into the sponsoring companies, 
managers will favour occupational schemes set up at the level of the firm. Finally, trade 
unions’ emphasis on portfolio diversification – but also a greater emphasis on 
redistribution among different groups of workers – should lead them to prefer more 
encompassing schemes set up at the national or industry levels. 
 
The politics of pension privatisation in France in the late twentieth century 
 

This section assesses the relevance of the paper’s theoretical framework by 
tracing socio-economic actors’ involvement in political debates over the introduction of 
private pension funds in France since the 1980s. As mentioned, the existing literature 
has assumed that private plans are unlikely to become a bone of contention until they 
become truly institutionalised within a pension system (cf. Hacker, 2002). France is one 
of the countries where private pension funds have traditionally been least developed in 
Europe. Indeed, after the Second World War, the French pension system was 
dominated by the pay-as-you-go method of financing and crowded out the development 
of fully-funded schemes (Naczyk and Palier, 2011; Palier, 2007). Even after the 
expansion of private retirement accounts since the early 2000s, French pension fund 
assets still rank lowest in Europe, as they represent less than 10% of the country’s gross 
domestic product (OECD, 2014: 10-11). Given these characteristics, France is a case 
where issues related to the control of pension fund assets should be least likely to 
influence socio-economic actors’ preferences regarding pension reform. 

Previous work by Palier (2007: 97-100) has already highlighted that 
considerations about pension funds’ role in the economy and corporate governance 
have helped structure debates about pension privatisation in France. Thus, Palier has 
shown how French organised interests and party politicians have presented pension 
funds not so much as a response to the fiscal challenges faced by public pay-as-you-go 
schemes due to population ageing, but rather as a way to protect domestic companies 
against excessive foreign influence and, in the case of trade unions, as a way of 
strengthening workers’ influence over the firm. However, Palier argues that socio-
economic and political actors reached only an ‘ambiguous agreement’ among 
themselves, as they agreed solely on the principle of developing private pensions, but 
continued disagreeing on the technical content of reform (Palier 2007: 97). This section 
will show that agreeing on the precise content of the regulations governing pension 
fund management was in fact a necessary condition for pension privatisation in France. 
The first subsection maps socio-economic actors’ preferences regarding pension fund 
regulation as they were revealed in the 1980s and early 1990s. The second subsection 
then shows how in the late 1990s left-wing politicians brokered a compromise between 
these actors over the content of reform (See table 1 for a list of the different pension 
savings vehicles created in France since the 1980s). 
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Table 1 Pension savings vehicles created in France since the 1980s 
 
Year Name English 

translation 
Type Political context 

1987 PER (plans 
d’épargne pour la 
retraite) 

Retirement 
savings plans 

Individual retirement 
accounts: individual 
enters contract with 
financial firm 

Right-wing 
Chirac 
government  
/ initiator: Finance 
Minister Edouard 
Balladur 

1989 PERs are repealed Left-wing Rocard 
government 

1997 PER (plans 
d’épargne retraite) 
 
 
N.B.: never 
implemented 

Retirement 
savings plans 

Voluntary 
occupational plans  
set up unilaterally by 
employers 

Right-wing Juppé 
government  
/ initiator: UDF 
parliamentarian 
Jean-Pierre 
Thomas 

1999 FRR (Fonds de 
réserve pour les 
retraites) 

Pension 
reserve fund 

Public pension reserve 
fund 

Left-wing Jospin 
government  
/ initiator: Social 
Affairs Minister 
Martine Aubry 

2001 PPESV (plans 
partenariaux 
d’épargne salariale 
volontaires) 

Voluntary 
partnership 
salary 
savings plans 

Voluntary 
occupational plans set 
up through collective 
agreements 

Left-wing Jospin 
government  
/ initiator: Finance 
Minister Laurent 
Fabius PEI (plans 

d'épargne inter-
entreprise) 

Multi-
company 
savings plans 

Voluntary 
occupational multi-
employer plans set up 
through collective 
agreements 

2003 PERCO (Plans 
d’épargne pour la 
retraite collectifs) 
 

Collective 
retirement 
savings plans 

Voluntary 
occupational plans set 
up through collective 
agreements 

Right-wing 
Raffarin 
government  
/ initiator: Social 
Affairs Minister 
François Fillon 

PERP (Plans 
d’épargne retraite 
populaires) 

Popular 
retirement 
savings plans 

individual retirement 
accounts: individual 
enters contract with 
financial firm 

ERAFP 
(Etablissement de 
retraite 
additionnelle de la 
fonction publique) 

Civil service 
additional 
pension 
institution  

Mandatory 
occupational plan for 
civil servants  

Sources: Palier 2007; Naczyk and Palier 2011; Naczyk 2013; own research. 
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Divergent preferences over the regulation of pension funds 

 
At the end of the 1970s, a number of actors linked with the financial sector put 

pension privatisation on France’s political agenda. Thus, in 1979, the UAP (Union des 
Assurances de Paris) – France’s largest state-owned insurance company – launched an 
advertising campaign with the following slogan: ‘Babies born in 1949, don’t count too 
much on babies born in 1979 to pay for your pensions’ (own translation). In 1982, two 
economists – Dominique Strauss-Kahn and Denis Kessler – published a high-profile 
study, which called for the development of private pension plans and received 
considerable attention after it was published as a book (Kessler and Strauss-Kahn, 
1982). The study had been commissioned by the International Association for the Study 
of Insurance Economics (more commonly known as ‘the Geneva Association’) – a 
think tank founded and funded by major European insurance companies (Leimgruber, 
2012). Kessler and Strauss-Kahn would later become central actors in pension reform, 
through the involvement of the former in organised business and the activities of the 
latter in the political arena. Insurers found another important ally in Raymond Barre – 
France’s right-wing Prime Minister between 1978 and 1981, but also first chairman of 
the Geneva Association between 1973 and 1976. Barre made regular declarations in 
favour of pension privatisation (e.g. L’Express, 1978; Barre, 1984). When his party – 
the UDF (Union pour la Démocratie Française) – formed a coalition government with 
Jacques Chirac’s Gaullist RPR (Rassemblement pour la République) party in 1986-
1988, the Chirac government created specific tax deductions for individual retirement 
accounts called PERs (plans d’épargne pour la retraite). 

The PERs were nonetheless repealed in 1989 by a left-wing government. Trade 
unions, but also employers involved in the management of occupational pay-as-you-go 
pension schemes, protested against the PERs’ expansion for fear it would threaten the 
existing pay-as-you-go system (Naczyk, 2013: 457-459). But managers of large non-
financial firms and trade unions also had concerns about how pension funds would 
manage their assets and whether their time horizon would make them providers of 
‘patient capital’. As the debate about pension privatisation continued in the early 1990s, 
various business associations presented their preferred institutional design of funded 
pensions. 

In 1991, the Institut de l’Entreprise – a corporate think tank funded by large 
firms – published a report about needed changes in the shareholding structure of large 
French companies (Institut de l’Entreprise, 1991). Although publicly listed companies 
had built networks of mutual shareholdings in the 1980s in order to protect themselves 
against hostile takeovers (see Culpepper, 2011), many managers worried that this might 
not suffice. In that context, the report’s authors – including Arnaud Leenhardt, 
president of the powerful Union of Metal and Mining Industries (UIMM – Union des 
Industries Métallurgiques et Minières) – called for the development of pension funds, 
but insisted that these should be loyal shareholders who would provide managers with 
the stability they needed to implement their companies’ strategies. In their words: ‘the 
company is a project’ and ‘the realisation of that project is necessarily a long-term 
undertaking’ (Institut de l’Entreprise, 1991: 15-16; emphasised in the original 
document). Whereas the PERs had been individual plans directly controlled by 
financial firms, the report cited existing occupational ‘company savings plans’ (plans 
d’épargne d’entreprise - PEE) as a potential vehicle for retirement savings. PEEs 
traditionally allowed workers to build up tax-free savings matched by employer 
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contributions. Managers of large companies typically set them up in order to encourage 
employee loyalty, but also in order to provide a defence against hostile takeovers. 
Indeed, PEE assets could be fully self-invested in the sponsoring company’s equity 
capital. 

While the Institut de l’Entreprise advocated the expansion of fully-funded 
pension plans, some industrialists – in particular, Jean-Louis Beffa, the long-time 
chairman and chief executive officer of building materials manufacturer Saint-Gobain – 
entertained the idea of developing occupational book-reserve schemes1. This financing 
technique consists in reporting pension liabilities on a firm’s balance sheet. Because 
book-reserve schemes provided large German firms with internal finance for capital 
investments (Jackson and Vitols, 2001), they were considered by French industrialists 
as one of the pillars of post-war German industrial power. This type of institutional 
design for supplementary pensions was publicly backed in October 1992 by the AFEP 
(Association Française des Entreprises Privées), a lobby that represents France’s 
largest publicly listed companies (see Charpentier, 1997). 

A socialist government started exploring the possibility of expanding PEEs or 
introducing book reserve schemes. In 1991, Minister of Industry Dominique Strauss-
Kahn commissioned a report whose official aim was to examine what role PEEs might 
play in financing the French economy, but whose informal goal was to gauge whether 
they could serve as a vehicle for retirement savings plans. Reformist trade unions such 
as white-collar employees’ CGC, the Christian-democratic CFTC and the social-
democratic CFDT signalled that they might back the expansion of PEEs, provided these 
would not be called ‘pension funds’ and on the condition that, instead of being 
established unilaterally by employers as was traditionally the case with PEEs, they 
would be set up via collective agreements, thereby providing organised labour with 
greater control over the plans’ design and management (Le Monde, 1992). Unions also 
opposed the possibility for PEEs to reinvest too large a part of their assets into their 
sponsoring company because this could threaten the safety of workers’ savings. In this 
context, the authors of the report commissioned by Strauss-Kahn recommended the 
creation of ‘employee savings plans’ (PES - Plans d’épargne salariale), which would 
meet unions’ demands, with the exception of self-investment, since as much as 50% of 
the assets could be self-invested in the sponsoring company (see Pastré and Moscovici, 
1992). 

Given managers’ and unions’ emphasis on greater control over pension fund 
design and management, the French Federation of Insurance Companies (FFSA - 
Fédération Française des Sociétés d’Assurance) – led from 1991 by economist Denis 
Kessler – suggested the creation of ‘French-style pension funds’ (fonds de pension à la 
française). Such funds would be established mainly through collective agreements and, 
while they would be effectively managed by financial firms, their administration would 
be supervised by employers and trade unions (FFSA, 1991). Insurers were opposed to 
self-investment as proposed by managers, but senior figures in the industry insisted that 
insurance companies were loyal shareholders who would protect investee companies 
against hostile takeovers. For example, in his book Capitalism Against Capitalism, 
Michel Albert – president of insurance company AGF – wrote that pension funds 
should be introduced in France ‘on the condition that [they] are managed with the 

                                                
1 Interview senior manager in insurance industry, Paris, September 2009. Interview, former senior 
manager in manufacturing industry, Paris, October 2011.  
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“creative caution” typical of the Alpine model (whose institutional investors provide 
stability, unlike those in America and elsewhere who have succumbed to the lure of 
short-term speculation)’ (Albert, 1993: 98). Similarly, the president of the UAP, Jean 
Peyrelevade, wrote about his own company that it was there ‘to make sure that long-
term concerns prevail’ and that ‘[the UAP’s] expectation of profits, always expressed in 
a long-term perspective, comes second after [its] concern for preserving the 
independence and stability of the structures in which [it] invests’ (Peyrelevade, 1993: 
66-67). 

Despite insurers’ attempts to woo managers of non-financial firms, both types of 
actors – as well as trade unions – continued having divergent views on the content of 
the regulations governing pension fund management. Thus, when the CNPF (Conseil 
National du Patronat Français) – France’s largest employers’ association – took the 
initiative in 1993 to develop a common stance on retirement savings plans, divisions 
within the business community forced the interest group to include the various – and 
contradictory – proposals defended by financiers and industrialists in its final report 
(Charpentier, 1997: 305-328). Different segments of business and trade unions 
continued lobbying politicians in different directions2. 
 
Building compromise 
 

Left- and right-wing governments remained for a long time reluctant to submit a 
bill on private retirement savings as the debate over the choice between pay-as-you-go 
and fully-funded pensions (répartition contre capitalisation) was very contentious and 
became increasingly salient in the late 1990s (e.g. Lordon 2000). In 1997, Jean-Pierre 
Thomas, a right-wing UDF parliamentarian, managed to garner enough support for his 
own bill on defined-contribution ‘retirement savings plans’ (plans d’épargne retraite - 
see Conceição-Heldt, 2006: 184-187). Such schemes would be primarily set up by 
employers for their own employees and would have to be managed by external asset 
managers, although they would be supervised by boards composed of employers and 
employees. The Thomas Law was welcomed both by the financial industry and the 
CNPF (Bollon and Cossic, 1997). But it attracted criticism from trade unions and from 
senior industrialists. Organised labour continued fearing that private pension funds’ 
expansion could ‘drain the resources’ of France’s dominantly pay-as-you-go pension 
system (Les Echos, 1996b). Trade unions also opposed the bill because it gave too 
minor a role to collective bargaining, and thus limited their influence on the funds’ 
design. 

By contrast, senior industrialists criticised the bill because it would not provide 
the patient capital they were calling for. Indeed, inspired by British regulations adopted 
after the 1991 Maxwell pension fund scandal (Styles and Taylor 1993), the bill limited 
the possibility for self-investment: As was now the case in the United Kingdom, a 
maximum of 5% of assets could be held in securities issued by a single company. The 
head of Saint-Gobain, Jean-Louis Beffa, declared that: ‘Pension funds are important 
only because they establish a French institutional presence in companies’ capital. But 
there is no way [they] will provide support for strategies different from those of Anglo-
Saxon pension funds’ (Les Echos, 1996a). The issue of patient capital became all the 

                                                
2 Interview senior manager in insurance industry, Paris, September 2009. Interview, senior manager in 
manufacturing industry, Paris, October 2011.  
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more salient for managers of large firms – and increasingly for trade unions – because 
the parliamentary debate over the Thomas Law happened to coincide with a major 
development in France’s system of corporate governance. In November 1996, 
insurance company UAP was taken over by AXA. These two companies occupied an 
important position in a system of mutual shareholdings that had protected France’s 
largest firms against hostile takeovers since the 1980s. Their merger was widely seen as 
triggering the unwinding of these cross-shareholdings and as giving greater weight to 
foreign shareholders in French companies’ capital (Culpepper, 2011). 

During the 1997 legislative campaign, socialist prime ministerial candidate 
Lionel Jospin promised he would repeal the Thomas Law, were his party to win the 
election. But it soon became apparent that some left-wing politicians were intent on 
introducing private retirement accounts and that they would try to broker a compromise 
between organised interests on this issue. A month after becoming Minister of Finance 
in the Jospin government, Dominique Strauss-Kahn announced he would launch 
consultations on the introduction of funded pensions (La Tribune, 1997). As it was 
becoming clear that the AXA-UAP merger had increased French companies’ 
vulnerability to hostile takeovers, both Strauss-Kahn and right-wing President Chirac 
talked about the need to introduce ‘French-style pension funds’ in order to create stable 
domestic shareholders in France’s ‘capitalism without capital’ (Le Monde, 1997a; Le 
Monde, 1997b). Strauss-Kahn also underlined that pension funds should be ‘more 
collective, include more solidarity’ and allow for greater involvement of trade unions in 
their establishment and management (La Croix, 1998). 

In the context of the unwinding of large firms’ mutual shareholdings, trade 
unions started putting more emphasis on how the development of alternative pension 
funds through ‘employee savings schemes’ (épargne salariale) would help create loyal 
domestic shareholders for French companies. This even became organised labour’s 
main line of argument in justifying the expansion of such schemes (Palier, 2007: 98-
99). Unlike Anglo-Saxon pension funds, French employee savings plans would not 
have ‘exorbitant demands’ on shareholder value and would support their investee 
companies’ long-term strategies (Libération, 1999). The social-democratic CFDT 
union evinced interest in promoting ‘solidaire’ investment that would ‘support job-
creating companies’ (Le Monde, 1998b). Given the significance of the changes that 
were taking place in France’s system of corporate governance, even the communist 
CGT union joined the debate (La Tribune, 1998; see also Le Duigou and Toulisse, 
1999). 

Unions’ increasing emphasis on employee savings schemes’ potential role in 
providing patient capital created room for a compromise with industrialists. The 
Fondation Saint-Simon – a think tank gathering intellectuals, businessmen, but also 
CFDT officials – provided a forum for discussion. In a note written for the foundation, 
Saint-Gobain’s Jean-Louis Beffa and his co-authors contended that workers’ greater 
involvement in companies’ equity capital – for example through pension funds – could 
‘protect the employment relationship from the vagaries of finance’ (Beffa et al., 1999: 
3). Beffa now put less emphasis on self-investment into the sponsoring companies and 
proposed to ‘develop original wage-earner funds whose objectives could incorporate 
other criteria than financial performance in a narrow sense’ (Beffa et al., 1999: 34). In 
fact, financiers also showed openness towards such forms of ‘socially responsible 
investment’, which could be introduced while maintaining diversified portfolios 
(Peyrelevade, 1998). The French association of asset managers (AFG – Association 
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française de la gestion financière) signalled that ‘people in the trade would be able to 
respond to market demand’ (Le Monde, 1998a). 

Socio-economic actors’ diverging preferences on the technical regulations 
governing the control and use of pension fund assets and the compromise they 
gradually reached over these issues had a significant influence on the institutional 
design of retirement savings plans prior to their introduction in France. In early 2000, 
the Jospin government and a new Minister of Finance, Laurent Fabius, presented a bill 
on ‘employee savings plans’, which was eventually enacted in February 2001. The 
Fabius Law created ‘voluntary partnership employee savings plans’ (PPESV – plans 
partenariaux d’épargne salariale volontaires) and ‘multi-company savings plans’ (PEI 
– plans d'épargne inter-entreprise). Like the existing PEE company savings plans, 
these new schemes would be defined-contribution and would be based on workers’ 
voluntary contributions potentially matched by employer contributions. But the new 
schemes would have to be created through collective agreements signed by employers 
and trade unions, and these organised interests would have equal representation on the 
plans’ boards. 

The creation of multi-company PEI plans was largely the result of unions’ 
demands and an example of how socio-economic actors’ agendas related to the 
welfare-finance nexus can indirectly affect the distributional dimension of pension 
reform. Organised labour wanted to use such schemes to extend coverage of employee 
savings to workers employed in small- and medium-sized firms (e.g. Le Duigou and 
Toulisse, 1999). But greater coverage would also ensure that more savings would be 
put into the schemes, thereby increasing their firepower when acting as shareholders of 
listed companies. Emblematic of the role employee savings schemes were to play in 
providing patient capital to French companies was the Fabius Law’s requirement that 
the funds managing épargne salariale report annually about their taking into account 
social, ethical and environmental criteria. In order to play an active role in the schemes’ 
management, several unions launched an ‘inter-union committee on employee savings’ 
(Comité intersyndical de l’épargne salariale), which has provided them with expertise 
in pressing for socially responsible investment and in making recommendations on the 
funds’ voting policies (Théry, 2002). A former general secretary of the CFDT union 
also created Vigeo – a non-financial rating agency, which counts several European 
trade unions, but also asset managers and major French companies, among its 
shareholders (Notat, 2003: 24-26). 

The state gave another boost to the strategy of promoting ‘French-style pension 
funds’ as providers of patient capital for domestic companies. Thus, in 2002, the Jospin 
government decided that the Fonds de réserve pour les retraites (FRR) – a newly 
created buffer fund of the main public pay-as-you-go pension scheme – would have the 
majority of its assets managed by private asset management firms – typically the same 
that would manage employee savings schemes – pursuing a socially responsible 
investment strategy. The government nominated Jean-Louis Beffa and CGT official 
Jean-Christophe Le Duigou as the FRR’s vice-chairmen (see Beffa et al., 2005). In 
2003, a new right-wing administration – and the Fillon pension reform – rebranded the 
PPESV ‘voluntary partnership employee savings plans’ as ‘collective retirement 
savings plans’ (PERCO – Plans d’épargne pour la retraite collectifs) without 
dramatically changing their institutional design. Simultaneously the Fillon reform 
created a mandatory pension fund for civil servants called ERAFP (Etablissement de 
retraite additionnelle de la fonction publique; see Dixon, 2008), which, in the same 
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way as employee savings schemes and the FRR, would pursue a strategy of socially 
responsible investment in cooperation with private-sector asset managers. This 
institutional framework was to remain stable even after the global financial crisis 
(Palier, 2014). 
 
Conclusion 
 
This article has argued that socio-economic actors’ efforts to shape the institutional 
design of old-age pensions are not only driven by their labour market interests, but also 
by concerns about how pension funds should invest their assets. Depending on who 
controls the management of pension arrangements, pension fund assets may be 
channelled differently into the financial system, and thus empower different actors 
within the economy. Using the example of France – a country whose pension system 
has traditionally been overwhelmingly financed on a pay-as-you-go basis –, the paper 
has shown how, once pension privatisation appears on the political agenda, socio-
economic actors try to obtain regulations that maximise their control over pension fund 
assets’ management. Thus, in France, after financiers started pushing for the creation of 
individual retirement accounts in the 1980s, industrialists and trade unions called for 
alternative – occupational – arrangements that would provide French companies with 
patient capital and a protection against hostile takeovers. However, since organised 
labour did not agree with industrialists’ intention to have pension funds self-invest their 
assets in their sponsoring companies, politicians brokered a compromise between trade 
unions, industrialists and financiers over the development of retirement savings plans 
that would have diversified portfolios, but would invest their assets in a ‘socially 
responsible’ way and thus still provide patient capital to domestic companies. Finding a 
compromise over these issues was a necessary condition for reform. As long as socio-
economic actors did not agree on the content of regulations concerning the control and 
management of pension fund assets, pension privatisation did not have wide political 
support and governments were reluctant to introduce legislation that would promote the 
expansion of private retirement savings plans in France. 

Are these findings only confined to the French case? There is no doubt that a 
systematic investigation is needed to verify the wider applicability of the hypotheses 
developed in the paper. But existing case studies of pension reform have already started 
providing cross-national evidence that socio-economic actors’ preferences are strongly 
influenced by their concerns about the shape of the welfare-finance nexus. The 
evidence is clearest concerning trade unions. Indeed, organised labour has tried to 
wield greater power over pension fund management both in countries with well-
developed pension funds – such as Sweden (Pontusson, 1992), the United States and 
Canada (Fung et al., 2001; Jacoby, 2008) – and in those with emerging pension fund 
industries – e.g. Brazil (Chaves Jardim, 2013; Datz, 2014). Unions have typically 
sought to turn pension funds into socially responsible investors that consider the impact 
of corporate decisions on workers’ position in the company. In 1999, trade union 
officials even created a global Committee on Workers’ Capital in order to promote 
transnational cooperation on this issue (Habbard, 2011: 68). 

The literature on the politics of corporate governance reform has also shed light 
on how managers of large companies have typically resisted pressures for shareholder 
value maximisation exerted by institutional investors such as pension funds (Culpepper, 
2011; Gourevitch and Shinn, 2005). But much less is known about corporate elites’ 
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involvement in directly shaping the institutional design of pension funds. This gap in 
knowledge will have to be filled. Last but not least, while this paper has concentrated 
on the activities of socio-economic actors, the fiscal centred perspective on welfare-
state development suggests that state actors such as civil servants and politicians may 
also promote their own views on how public and private pension funds should invest 
their assets rather than only pursuing social policy objectives in a strict sense (cf. 
Béland, 2014; Koreh, 2014; see also Béland, 2006; Patashnik, 2000). An emerging 
research agenda on the welfare-finance nexus should investigate these actors’ role. 
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