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Abstract

While there is a growing body of literature dealing with the development of migrant
domestic work in Western countries, so far there has been very little attention paid to the
development of formal domestic services as an economic activity actively structured through
public policy. Yet the development of the domestic services sector in Europe is part of a
specific political and economic strategy, which has been actively promoted by national
governments and national lobby groups, but also by the European Commission since the
1990s, so that it seems warranted to speak of a new ‘political economy of domestic work’.

The aim of this paper is to analyse the rationale behind this public intervention in favour
of the development of domestic services, to highlight the economic, political and social issues
it raises and to see how the policies implemented interact with existing welfare / care systems,
employment regimes, and prevailing gender and social norms. This paper does so through an
analysis of the policy discourse at the EU level, and a comparison of the policies implemented
and their consequences in France and Sweden.

The choice of these two countries is guided by the fact that while they represent very
contrasted social models, France and Sweden are the two countries that have gone furthest in
terms of the support provided to domestic services, and they have done so through the
introduction of a same policy instrument, namely a 50 % tax reduction on domestic services.
We suggest that the uncovering of similar trends in the logic and modes of public intervention
and in the social, economic and political consequences of this public intervention in two
strongly contrasted national models could be revealing of more global trends in Europe,
linked to more profound transformations of welfare states, of labour markets, and of societies
more generally.



Introduction

While domestic work as a form of employment had progressively disappeared in most
European countries during the course of the 20" century, it has been on the increase
everywhere in Europe over the past decade or so. This development of domestic employment
has been highlighted in a number of sociological works, which usually emphasize the role of
global socio-economic transformations to explain the expansion in both the demand and
supply of domestic work. On the supply side, the rise in inequalities, the growth in
unemployment, the development of a reserve of unskilled labour, transnational economic
inequalities and migrations, especially the strong rise in female immigration, have been
underlined (Andersson, 2000 ; Hochschild, 2001 ; Lutz, 2008 ; Gallotti, 2009 ; Widding
Isaksen, 2010 ; Osterle et al. 2011 ; Williams and Gavanas, 2008 ; Williams, 2011). On the
demand side, the most salient factors put forward have to do with the sharp increase in female
labour force participation, the transformations in family structures and increased geographical
distances between family members which have reduced mutual aid possibilities between
generations, the rise of new social needs linked to population ageing, the absence or
insufficient provision of child- and elderly-care services, the transformation of socio-cultural
norms, not least the increased emphasis that is placed on personal and professional self-
realization and the concomitant depreciation of housework and care, changing attitudes
towards the domestic division of labour and the wish for more free time for leisure and family
(cf. Cancedda, 2001 ; Yeandle, 2002; Lutz, 2008 ; Gallotti, 2009 ; D’Souza, 2010 ; Osterle et
al. 2011).

These studies also very much focus on the informal nature of the employment
relationship, as work in this area is often undeclared. Current research on the development of
domestic work has also been very much focused on migrant domestic workers and on what
many authors, following Hochschild or Parrefias, refer to as the “global care chain”
(Hochschild, 2001; Parrenas, 2001; Ehrenreich and Hochschild, 2003). These analyses
developed first in the US and in the other Anglo-speaking countries which have in common
the fact that social care services are largely lacking, which has created an important market
for private domestic services, not least through the use of migrants, sometimes illegal but
sometimes also ‘imported’ legally (various countries have set up schemes to facilitate the
granting of temporary work-permits for people coming to work as domestic workers). The use
of migrant domestic workers for care work has also been highlighted in the countries of

Southern Europe (Bettio et al., 2006; Scrinzi, 2008), where the phenomenon has recently



become so widespread that Bettio et al. speak of a transformation of Southern European
welfare states from a familialist care regime to a ‘migrant-in-the-family’ care regime. Recent
research has shown that the use of migrant domestic workers is on the rise in other countries
also (cf. Lutz, 2008; van Hooren, 2012), including in the Nordic welfare states (Gavanas,
2010; Widding Isaksen, 2010; Williams and Gavanas, 2008).

Here it is the ethnic dimensions of domestic employment and care provision that are at
the core of the international literature on domestic work. While some authors are interested in
the transnational processes that shape the global political economy of care (Andersson, 2000;
Yeates, 2005; Mahon and Robinson, 2011; Williams, 2011), much work adopts a more socio-
ethnographic approach with the focus being placed on the living and working conditions of
these migrants, on their relations (of subordination) with their employers, but also on the
transnational family situations that are created by these migrations.

There is thus now a wealth of literature dealing with domestic work, especially that
which is performed - legally or not - by migrant workers, but one aspect that has not yet
received much attention is the fact that many European countries have, over the past decade
or so, developed specific policies to actively promote the development of domestic services,
leading to an important growth in domestic employment, with formal employment figures in

the personal and household services currently estimated at around 7.5 million in the EU'.

Indeed, many European countries have set up schemes to subsidize the demand for
domestic services, especially for childcare and elderly-care, through the introduction of cash-
for-care schemes, vouchers or different socio-fiscal measures such as social contribution
exemptions and/or tax reductions, indicating a new approach to care provision. Some
countries have gone further in that they also subsidize non-care related domestic services such
as cleaning, ironing, gardening, etc. The development of domestic employment is thus not
only driven by a natural growth in supply and demand, there are in fact policies that structure
this supply and/or demand. It thus seems warranted to speak of a ‘political economy of
domestic work’, the delegation of domestic work and the development of domestic services
being encouraged and structured through specific political and economic strategies, which
have been actively promoted by national governments and national lobby groups, but also by

the European Commission since the 1990s.

' “Commission staff working document on exploiting the employment potential of the personal and household
services” SWD(2012)95 final, p.4.

This figure can only be a rough estimate as the personal and household services encompass activities that are
classified in different NACE sectors.



The aim of this paper is to analyse the rationale behind this public intervention in favour
of the development of domestic employment, to highlight the economic, political and social
issues it raises and to see how the policies implemented interact with existing welfare / care
systems, employment regimes, and prevailing gender and social norms. It is the contention of
this paper that such an analysis can shed light in important ways on some of the broader
transformations under way, in terms of welfare state transformation and its redistributive
outcomes, labour market segmentation and the shaping of social stratification and symbolic

social hierarchies.

To address these issues, the paper starts with an analysis of the discourse that has
underpinned the development of this sector at the EU level. Part two discusses some of the
issues and contradictions that this EU policy orientation raises. Part three then narrows the
focus on two case studies, France and Sweden, to illustrate how some of the issues and
contradictions identified in part two play out. The choice of these two countries is justified by
the fact that while they represent very contrasted social models, bearers of different values
and societal projects, and underpinned by specific institutions - notably in the field of social
policy, they have nonetheless introduced a similar policy (namely a 50 % tax reduction on the
costs incurred for domestic services, up to a ceiling which is roughly the same in both
countries but considerably higher than in other European countries) in a field where these two
countries have traditionally differed in substantial ways. Here the aim is to analyse how this
policy is mediated by existing welfare, gender and labour market regimes and to what extent
we observe similar consequences in terms of the governance and redistributive effects of
social policy, of labour market transformation, and of the structuring of different social
cleavages. I suggest that the uncovering of similar trends in the logic and modes of public
intervention and in the social, economic and political consequences of this public intervention
in two strongly contrasted national social models could be revealing of more global trends in
Europe, linked to more profound transformations of welfare states, of labour markets, and of

societies more generally.

1. The promotion of domestic services as a strategic economic sector by the EU.

The domestic services sector has increasingly been promoted in Europe over the past

ten years or so by various national and supranational actors such as the European



Commission, national governments and national lobby groups of domestic services providers,

which have increasingly organised themselves in European networks also.

While today national and transnational lobby groups are important actors behind the
continued promotion of domestic services, the European Commission has, already since the
early 1990s, been quite instrumental in promoting the development of this sector across
Member states, according to a rationale that dovetails several preoccupations and strategies,
and consequently a number of possible contradictions too. A brief overview of the European
Commission’s discourse and recommendations thus seems warranted in order to understand
the particular policies that have increasingly been implemented in a large number of

countries, and the issues they raise.

Promoting low-skilled jobs through labour cost reductions

This interest in the development of domestic services on the part of the EC can first be
traced back to the 1993 White paper “Growth, competitiveness, employment” (COM
93(700)). The central concern addressed in this White Paper is the issue of unemployment,
(already) then at a very high level in Europe, especially amongst the low skilled. To remedy
this situation, specific actions are recommended, the most important of which having to do
with flexibilizing the labour market and addressing the disincentives to employing low skilled
workers by reducing the costs for employers (see in particular chapter 9). The high level of
statutory charges on labour in Europe compared to the US or Japan is analysed as an
important factor in the slowdown in economic growth and especially in the inability to create
employment, not least in the labour-intensive service sector. The high cost of labour is also
viewed as promoting a parallel economy. This White Paper thus recommends that member
states seek to reduce the statutory charges (taxes and social contributions of employers and
employees) imposed on labour, these recommendations being especially directed towards
Denmark, the Netherlands, Belgium, France and Germany, while the level of statutory

charges in the UK is considered satisfactory, being well below the EU average.

Responding to social needs in a more cost effective way

At the same time, certain areas are identified as sources of new jobs. Here, ‘local

services’, comprising care for children, the elderly and the disabled, domiciliary health care



and various household services (e.g. meal preparations and housework), are highlighted as an
important source of job creation. The White Paper notes that they are new social needs that
need to be satisfied which are due to changes in lifestyles, the transformation of family
structures, the increase in the number of working women and the new aspirations of the
elderly and of very old people. It is then argued that the market cannot properly respond to
these needs as the development of both supply and demand for these services comes up
against barriers which, on the demand side, relate to the high cost of labour and on the supply
side to the reticence to take up jobs which are perceived as degrading and low-skilled. As a
result, the White Paper concludes, “the development of the services in question is either left to
the undeclared employment market, or is publicly funded, which is expensive” (p.19). Calls
are therefore made to develop new initiatives to stimulate both demand and supply, which
could be based, on the demand side, on “incentives such as income tax deductibility, or the
local issuing of 'vouchers' along the lines of luncheon vouchers, issued instead of providing
the social services normally provided by employers and local authorities”, and on the supply
side, on “fraditional subsidies for the setting-up of undertakings which could be increased in
cases where a 'social employer' undertakes to employ formerly unemployed people” (p.19, my
emphasis). Thus, while new social needs are identified, they are mainly addressed as a source

of employment growth rather than as a social concern.

What is interesting to note here is that while the main concern of this White Paper is
with fostering employment - and the promotion of local services appears as a way of neatly
tying in employment objectives with social concerns - the arguments put forward go a bit
beyond the simple development of a new sector. Also outlined here is the idea that these
services should come to replace the expensive, already existing, publicly funded social

services, with no explanation as to how that would foster employment.

In the 1994 White Paper “European social policy — A way forward for the Union”
(COM 94(333)), ‘local services’ are only mentioned in passing as a necessary support to
women’s employment and as part of a broad employment strategy to provide work for the
low-skilled: “It is important to ensure that, as well as supporting high productivity jobs, the
Union maximises its ability to generate and sustain jobs at other levels, particularly in the

unskilled, semi-skilled and personal and local services fields” (p.12).



In its Communication on “The European Employment Strategy: recent progress and
prospects for the future” (COM 95(465)), the Commission once again highlights the
employment potential of local services, which lend themselves to “activities for reintegrating
the long-term unemployed, young people with problems and unemployed women” and “are
geared towards providing the best means of meeting the new needs of society through new
occupations”. The schemes that have been set up in a number of countries (France, Belgium,
Denmark, Germany) are highlighted and their development encouraged. These schemes
include the development of service vouchers and “the adjustment of legal, financial or fiscal
provisions to enable households to become employers or consumers of domestic services”
(p-30). Reducing indirect labour costs, especially for the low skilled, is also very high on the
agenda in this document. The same arguments are re-iterated in the Commission draft for the
1997 Joint Employment Report, which emphasises that household related services need to be

exploited much more decisively, following the example of France and Belgium.

Promoting female employment

The 1997 European Employment Strategy and the 2000 Lisbon Agenda mark the
beginning of a strong activation turn, with a clear focus on the re-commodification of all
groups of society, and especially on promoting women’s employment. This activation turn
also marks a shift in the EU’s gender-mainstreaming approach. Indeed, while until the 1990s
Commission documents showed a concern with promoting gender equality through measures
that aimed at enabling women to work but also at redistributing paid and unpaid work more
equally between men and women, the ‘feminist’ potential of EU discourse and policies start
to give way to economic concerns. This translates into policies that make women’s labour
force participation a necessity rather than an opportunity and which focus on supporting
women’s caring responsibilities rather than on redistributing them between women and men,
as well as on encouraging flexible forms of employment (Stratigaki, 2004; Lewis, 2006;
Radulova, 2009).

In this context, and even more so starting with the Lisbon strategy in 2000, and
reinforced with the Barcelona summit of 2002, what are now termed alternatively ‘domestic
services’ or ‘personal services’, and eventually ‘personal and household services’ or
‘household and social services’, really come into focus, with a new rationale being put
forward linked to this growing focus that is placed on promoting female labour force

participation (with a Lisbon target of a 60% female employment rate within a 10-year



horizon). The issue becomes both one of providing women with the necessary services to

support their gainful employment, and of creating new sources of jobs for women.

The need to develop childcare services to meet the Barcelona targets (a childcare
coverage of 33% for children under 3, and of 90% for the 3 to school age children) has
provided important impetus for the development of different forms of childcare. The
Barcelona targets only dealt with the quantitative aspects of childcare provision, however, and
as different observers have highlighted, the question of the quality of the care provided has
not really been addressed. As a result, cheaper, private forms of care have been promoted
across most countries, notably through socio-fiscal measures such as tax deductions and/or
credits and social contribution exemptions, thus leading to a rapid growth in the use of private
child-minders rather than to the development of public childcare services (cf. Morel, 2007).
The level of education and qualification of these private child-minders varies between
countries, ranging from no vocational training at all to limited vocational training, but
education levels and vocational training remain in all cases much lower than in the public
childcare services (cf. Platenga & Remery, 2009). Promoting domestic forms of childcare has
thus proven to be an important source of job creation for the low skilled, as well as for older

women entering or re-entering the labour market after a long break.

Supporting the productive potential of the high-skilled

The Lisbon strategy’s aim to turn Europe into ‘the most dynamic and competitive
knowledge-based economy in the world’ has also led to a focus on the more highly skilled
and productive workforce. In this respect, enabling the more highly-skilled to invest more
time into paid work has been a recurring theme, not least in discourses related to the
reconciliation of work and family life where the fear is expressed that the human capital of
high-skilled women might be wasted or under-used if they cannot free themselves enough
from caring and household tasks. In this context, the promotion of personal and household
services becomes increasingly presented as a gender-equality measure that will relieve
women from domestic tasks and enable them to invest more time into paid work, thus giving

them the same opportunities as men on the labour market.



Responding to unmet social needs

Finally, in the past decade, while fostering the development of domestic services has
continued to be considered as an important strategy for creating jobs, especially for the low-
skilled and the long-term unemployed, at the discursive level such services have increasingly
been presented as a means to respond to unmet social needs, especially with respect to
childcare and elderly-care, but also with respect to the needs of increasingly time-pressed
dual-earner families or single parents who struggle to combine paid work with family life and
household tasks such as cleaning, cooking, etc. Promoting greater freedom of choice in terms
of the services available to individuals, not least for the elderly, has also been highlighted as a
reason for encouraging the development of domestic services. Last but not least, the
development of personal and household services has been put forward as a desirable solution

to meet the increasing demand for long-term care under increased budget constraints.

This keen interest in promoting personal and household services is re-affirmed in the
Europe 2020 strategy which was defined in 2010, and its clearest expression can be found in
the 2012 “Commission staff working document on exploiting the employment potential of the
personal and household services” (SWD(2012)95 final). In a time of high unemployment
across Europe, the focus is once again on the employment potential of domestic services (the
term ‘domestic services’ is used interchangeably with that of ‘personal and household
services’ in this document). After defining personal and household services as “a broad range
of activities that contribute to the well being at home of families and individuals”, including
“child care, long term care for the elderly and for persons with disabilities, cleaning, remedial
classes, home repairs, gardening, ICT support, etc.”, the document highlights the key
characteristics of personal and household services that make them interesting from the point

of view of employment policies (p.4-5, my emphasis):

* Low import content (activities produced locally)

* High employment content, implying a potentially important effect on job creation in case
of public support;

* Varying levels of technical skills requirements

* Low productivity in some of the tasks involved, but a potential for indirect productivity
increases if clients of PHS are able to focus more on their own, higher-productivity

work;



* Given the predominance of undeclared workers in these sectors, public intervention is not
likely to trigger a shift of employment from other sectors;

* A growing need for these services due to population ageing and to the need to increase
female participation in the labour market. PHS activities help to improve work-life
balance as well as earn back effects via an increase of working hours or a return on the job

market.

This document also takes up the issue of the high prevalence of undeclared work in
domestic services, and thus the necessity to set up public support to the personal and
household services sector in order to fight this. Policies implemented in France, Germany and
Austria are then used as examples, with France in particular being used as a success story
having supposedly created, between 2005 and 2009, “500,000 new jobs subject to social
contributions in private households, mainly for groups on the fringes of the labour market.
Informal employment could thus be reduced by 70%”. What is interesting to note is that while
this figure corresponds to what the French government had been hoping to achieve, real job
creation over that period was in fact well below this figure, with only 390 000 jobs having
been created since 2005 (furthermore, this figure drops drastically when recalculated in full
time equivalent)” (Agence Nationale des Services a la Personne’), just as the 70% reduction in
informal employment is a misinterpretation of the fact that Marbot (2008) had calculated that
70% of employment growth in this sector can been attributed to a ‘whitening’ of informal
jobs®. While the ‘true’ figure is readily available in government documentation, it is the
‘wishful figure that is used in this Commission document’.

In the German example, it is the creation of “Minijobs” and the reduction in employers’
social contribution rates for the employment of domestic workers that are cited as examples of

good practice. All in all, as in previous documents, the policy measures put forward include

* Here estimates vary greatly. The Government and the National Agency for Personal Services (ANSP) give the
figure of 390 000, refusing to adjust that to full time equivalent. Here the figure corresponds to the number of
people having worked at least once during the year in these services, independently of duration of work. Since
most workers in this field (over 70%) work part-time, and mostly short part-time (around 12 hours a week), the
number of jobs created in full time equivalent would be much lower than the official figure. According to the
National Statistics Office (INSEE), the number of full-time equivalent jobs created between 2006 and 2008 is
only 108 000 (cf. Cour des Comptes, 2010). Other sources give a figure of 102 000 FTE between 2005 and 2009.
? http://www.servicesalapersonne.gouv. fr/chiffres-cles-(2064).cml

* Furthermore, Marbot’s calculation concerns the period 1996-2006, i.e. a much longer period.

> To be fair, this Commission document reproduces the wrong information published in another document from
a project coordinated by the Institut fiir Wirtschaft, Arbeit und Kultur and supported by DG Employment, Social
Affairs and Inclusion “Creating Formal Employment Relationships in the Domestic Services Sector: Successful
Strategies”, 2011.
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simplified procedures for hiring household workers, subsidized vouchers, social contribution
exemptions or reductions to reduce the cost of labour, and tax deductions, all of which are
expected to foster the creation of new jobs in the form of self-employment or through the

development of SMEs.

In many ways, this document neatly sums up all the underlying arguments that have
developed over time at EU level for justifying the promotion of domestic services: the job
creation potential for the low-skilled of these local services which cannot be displaced abroad;
the fact that these jobs hold a promise of social inclusion for “groups on the fringes of the
labour market”; their contribution to supporting female employment by facilitating the work-
life balance and by creating employment for women; the ‘productivity boost’ argument that
holds that the high-skilled can devote more time to productive tasks if they can delegate their
unproductive household tasks; and the cost effectiveness argument for responding to new

social needs, and in particular to child- and elderly-care needs.

All in all, the development of domestic services is presented as some kind of panacea
that responds to both employment and social concerns. In all these documents, only two
elements are mentioned as deserving special attention. One has to do with the need to give
due attention to the working conditions of household workers in terms of their access to social
protection rights, and the other is a concern with the quality of care, especially with respect to
childcare, with the need to improve vocational skills in this field mentioned in a few
documents. While these are indeed important elements, this policy orientation towards
promoting domestic services seems to me revealing of broader economic and societal choices
which raise a number of more crucial issues not addressed in any of the Commission

documents and which carry important social ramifications.

2. The issues this policy orientation raises.

First of all, such a policy orientation can be questioned in economic terms as the
promotion of domestic services comes at a cost for public finances which is far from
negligible and one may question the kind of economic model that such a policy orientation
promotes, targeted as it is towards the development of low-skilled work through a policy that

aims at reducing labour costs, rather than at up-skilling or at promoting activities with a

11



higher added value (as the aim of turning Europe into the most competitive knowledge-based

economy would seem to entail).

This policy orientation also reflects societal choices in that the development of
domestic work, as it is structured through these policies, can only prosper in a context of
important socio-economic inequalities, and these policies implicitly promote a societal
structure based on a distinction between ‘productive’ and ‘unproductive’ workers, where the
more highly-skilled productive workers and/or wealthier individuals are encouraged to
delegate the more ‘basic’ domestic and caring tasks to the low-skilled. By encouraging those
who are better off to provide employment for the less skilled, social transfers are mediated
through households rather than through collective means. These policies effectively transform
social relations and symbolic hierarchies by turning a growing number of individuals into

private employers.

While such a policy orientation reinforces or institutionalizes the increasing dualism in
the labour market between the high-skilled and the low-skilled, it also increases or even
generates inequalities in the access to care or to the possibility to reconcile work and family
life. Indeed, even when subsidized, the cost of these services remains well beyond the cost of
collective social services and thus inaccessible to those on lower incomes. Furthermore, the
use of tax rebates to subsidize these services means that households paying no or low taxes
cannot benefit from any subsidies, and as several studies have shown, the use of tax rebates

strongly favours high income earners.

This very skewed redistributive profile of this form of public expenditure should be
cause for particular concern given that it is clear from all the Commission documents
analysed, and from the schemes implemented in the various European countries, that while
the term ‘personal and household services’ can cover a very wide and rather heterogeneous
range of activities requiring different skills and performed under very different working
arrangements (e.g. remedial tuition vs. cleaning), care related work (care for children, the
elderly or people with disabilities) is considered as the core activity, and indeed corresponds
to the types of services most used. This policy orientation thus leads to a transformation in the
logic of public intervention, where the state finances care services through fiscal measures to
subsidize the demand for private services rather than through the supply of public services.

This policy orientation thus seems to lead to a ‘fiscalization’ of the welfare state, or at least of

12



care policies. The redistributive consequences of this shift, the change in the mode of
governance of social policy that it entails and how it affects the political legitimacy of social
policy, as well as the effects on the quality of the care thus provided certainly deserve closer
analysis. Such an approach to providing care also raises the issue of geographical inequalities
as the availability of services is entirely dependent on a locally generated and market-driven
offer. As we already know from the experience of childcare provision in different countries
where the state subsidizes the demand rather than the provision of childcare services, market

services tend to concentrate in the urban areas (and especially the wealthier areas).

This policy orientation also seems to raise a number of contradictions. One of these
has to do with the fact that these services are intended to fulfil care needs, and are thus
directed towards vulnerable groups (children, the elderly, the disabled). As such the issue of
the quality of the services provided and the need for specific skills is raised. Yet these
services are expected to create jobs for the ‘low-skilled’, the ‘long-term unemployed’,
‘marginalised individuals’, ‘groups on the fringes’. How the quality of care can be reconciled
with this lack of skill is not addressed, other than to say that attention should be paid to
improving vocational training, especially for childcare. But again, a contradiction arises
between the emphasis that is placed on reducing labour costs / keeping the price of these

services as low as possible and improving skills.

Another contradiction has to do with the Commission’s stated aim to improve gender
equality. Indeed, desegregation of the labour market has been a major stated objective of
European employment policies (cf. European Commission, 1997), yet women represent the
overwhelming majority of domestic services workers, and in fact women outside the labour
market were particularly targeted as a group that could fill these new jobs. This gender
segregation of the labour market affects gender equality in other ways too. Indeed, while the
policy discourse is that these services help women to better reconcile work and family life and
foster gender equality by allowing women to devote more time to paid employment, thus
allowing them to invest in their professional life on a par with men, it is clear that these
schemes affect women very differently depending on their socio-economic status. A clear
division appears between the wealthier households / women who can avail themselves of
these services, and those who cannot and/or provide these services. In many ways, one could
argue that far from fostering greater gender equality, these policies in fact contribute to

accentuating gender inequalities in that they allow wealthier households to sidestep the issue
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by delegating their domestic tasks to others, while the fundamental issue of the unequal

division of household tasks between men and women at a societal level remains untouched.

Finally, although the issue of the working conditions is sometimes mentioned,
especially with regard to access to social protection rights, there is no or little reflexion on the
very nature of the work that is promoted and its consequences. One defining characteristic of
domestic services is of course that they take place in a domestic sphere, which constitutes a
very specific workplace. First of all, monitoring working conditions tends to be very difficult,
as labour inspection is not normally allowed in private homes due to privacy laws. Secondly,
workers are on their own which makes it difficult to share experiences, let alone unionize, and
they are likely to be more subject to the arbitrariness of the employer. This is likely to be
particularly the case when domestic workers are employed directly by a private employer
rather than through a firm. Yet as the 2012 Commission document on “exploiting the
potential of the personal and household services” indicates, it is precisely in the form of self-
employment or through the development of SMEs that the policies promoted are expected to
create new jobs.

The self-employed are also less likely to be able to benefit from vocational training,
minimum wage (i.e. a secured wage independently of the number of hours worked), income
replacement in case of illness or accident, etc. Finally, the fact that these jobs are almost
exclusively part-time jobs (because of the very nature of the work which requires working for
different employers and thus involves much time spent in transport which is not paid) is not
addressed. Yet the fact that most workers only work part-time (and often short part-time)
means that they usually have limited access to social coverage (limited or no access to
sickness benefits for instance if they have not cumulated enough hours of work over a given

period).

These issues warrant closer analysis as most countries in Continental and Northern
Europe have now implemented some kind of scheme to promote the demand for domestic
services (subsidized vouchers, social contribution exemptions for employers and/or tax
reductions or credits), at least in the field of child and elderly-care, and some countries have
gone even further in that they also subsidize ‘comfort’ services such as cleaning, ironing,
cooking, gardening, home repairs and other activities taking place in a domestic setting. The

extent of public support provided varies between countries, France and Sweden being the two
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countries that subsidize these services the most, and this for both care-related and more

comfort related services.

The comparison of these two countries should prove fruitful on several accounts.
Firstly, while both countries have introduced a very similar policy, the reasons put forward for
the introduction of this measure have been framed partly differently, and the kind of political,
public and academic debates that such a measure has unleashed are of a very different nature.
Indeed, while there is a wide political consensus around this scheme in France, and very little
public or academic debate, this scheme has been much more politicized and controversial in
Sweden, engaging the different political parties, trade unions, feminists and the media, with
the focus being in particular on the gender and social cleavages that such a policy structures.
Contrasting the political justifications for this scheme and the debates — or absence thereof -
that this policy measure has unleashed is therefore interesting in that it sheds light on the
contrasted normative assumptions, values and norms for public action that guide these two
countries and the extent to which these are being reformulated.

Secondly, while these two countries represent very contrasted social models, bearers of
different values and societal projects, and underpinned by specific institutions - notably in the
field of social policy, they have nonetheless introduced a similar policy in a field where these
two countries have traditionally differed in substantial ways. This allows for an analysis of
how this policy is mediated by these different socio-political contexts and the extent to which
we observe similar consequences in terms of the governance and redistributive effects of
social policy, of labour market transformation, and of the structuring of different social

cleavages.

3. Developing domestic services in France and Sweden.

The measures implemented and the debates surrounding those measures

As can be seen from the Commission documents analysed above, France has been a
pioneer when it comes to subsidizing the demand for domestic services through socio-fiscal
measures. Starting in 1987, France introduced employer social contribution exemptions for
elderly people above the age of 70 or disabled people who directly employed a home-help
worker. The AGED was introduced the same year for the employment of a private child-

minder and offered both social contribution exemptions and a generous tax deduction.
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Another benefit, the AFEAMA, was set up in 1990 to cover the cost of social contributions
when parents employ a registered child-minder to care for children in her home. These
benefits were increased in 1994. The AFEAMA and the AGED were intended to develop
cheaper forms of care than day-care institutions and to increase employment, partly by
making it easier to hire someone and partly by bringing women working on the black market
into the formal labour market (Morel, 2007). This promotion of domestic services in the field
of childcare marked a considerable break away from the policy logic that prevailed in the
1970s and 1980s and which was based on the development of public childcare services
(Jenson and Sineau, 2001; Morgan, 2002).

Thus, while these schemes had a ‘social’ objective in that they aimed at responding to
care needs, they did so in a way that aimed at fostering another, more central objective for the
government which was to create employment for the low-skilled. From 1991 onwards, these
employment objectives become paramount. A new law is voted which allows any individual
to deduct 50% of the total amount (wage + social contributions) spent on domestic services
from their income tax. While the ceiling for this tax deduction was initially relatively low
(3811 €/ year) it has been progressively increased up to 13 720 € in 1995, then decreased in
1998 by the then socialist government, and re-increased since 2004 to 12 000 €. This ceiling
can be raised depending on the composition of the household (number of children, presence
of a disabled person...).

Since 1993, individuals can use service cheques (called “Cheéque emploi service
universel — CESU” since 2006) to remunerate household workers. These cheques have a fixed
value and simplify the administrative procedures for the employer (the worker paid with these
cheques is automatically declared without the employer having to do anything, a special
agency takes care of calculating the social contributions, no need to deliver any payslips), and
since 1996 a new system allows for a third party (e.g. companies) to contribute to the
financing of these service cheques for employees wishing to employ a household worker
(along the same principle as luncheon vouchers).

Until 1996, only household services bought by private employers directly, or through
the intermediary of associations who took care of the recruitment and administrative tasks but
where the private individual still remained the direct employer, could benefit from these
socio-fiscal exemptions, but since 1996 these fiscal advantages have also been extended to
for-profit companies who function as direct service providers (i.e. they, rather than private

households, are the employers). Finally, since 1999, the VAT for both associations and for-
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profit companies involved in household services is only 5,5% (raised to 7% since 2012)
instead of 19,6% for other goods and services.

In 2002, a new benefit for the dependent elderly was created, the Personalised
Autonomy Benefit (APA), which is a cash benefit calculated on the basis of dependency level
and household income and which can be used to directly remunerate a home-help worker or a
service provider. Here too, the aim was to increase the solvency of households in order to
support the demand for domestic services.

Indeed, the stated aim of these different measures has been to actively promote the
development of household services, this sector having been identified since the late 1980s as
an important source of employment that needs to be tapped into. While these schemes were
initially introduced by a Left-wing government, they have been expanded under successive
Right-wing governments who have raised the ceiling of the amount that can be deducted from
taxes and so as to encompass a larger range of services’. Especially since the 2005 Borloo
Plan which aimed at creating 500 000 new jobs in household services over a three-year
period’, these schemes have become a cornerstone in the government’s employment policy. A
new plan to expand this sector further has been launched in 2009. Since 2008, the scheme also
functions as a tax credit in order to enable those on low income to benefit from this scheme,
but it can only be claimed by people who are actively employed.

There has been little debate in France regarding these schemes, most critiques
emanating from economists who have called into question the job creation figures or from
some commentators on the Left who have questioned the public cost (in terms of income
foregone) in a time of budgetary constraints as well as the redistributive profile of these
measures, but these debates have not engaged the public and there is a fairly broad agreement
on the Left and the Right in favour of the promotion of household services.

While these policies were initially presented as a way to promote employment growth
by lowering the cost of low-skilled workers and to fight informal employment, and while job
creation remains the central objective, the policy discourse around these schemes has evolved

over time to centre more on the social function of these services and the increasing need for

625 activities are identified, which include child-minding, home-help, cleaning, private tuition, IT support,
gardening...

7 The objective of 500 000 jobs was based on an extrapolation of very dubious data. Indeed, as the Court of
Auditors has pointed out, this figure is far from reliable, the ANSP counting all workers who fit the following
definition: “any remunerated person having worked at least once during the year, whatever the length of the
service provision, with one or more employer”. This figure came out to 75000 for the year 2004. It was then
decided to double this figure for the following three years (arriving at 450 000 jobs) and to even that out to 500
000...(Cour des Comptes, 2010). See also footnote 2.
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them (especially with respect to elderly-care), on the contribution of these services to
facilitating the work-life balance (although there has been no discourse around the promotion
of gender equality), and on their contribution to promoting ‘free choice’ in child- and elderly-

care (cf. Morel, 2007).

Sweden also introduced a 50% tax reduction on household services in 2007 for the
purchase of services up to a ceiling of 100 000 SEK [12 090 €] per year and per person (i.e. a
single person can deduct maximum 50 000 SEK but in a two-earner household each can
deduct that amount, bringing the total deduction to 100 000 SEK, i.e. on a par with the French
ceiling).

Unlike the French example, in Sweden the introduction of this measure followed a
protracted and very ideologically charged debate (the so-called ‘maid-debate’) that began in
the early 1990s between the proponents of this measure (Right-wing parties) and the parties
on the political Left, a debate that has also engaged feminists, trade unions, the media and the
public at large. The various proposals put forward in favour of this measure since the 1990s as
well as the 2006 Government Bill have underlined that such a measure would contribute to
reducing informal employment (and thus improve working conditions for household workers)
and to creating jobs for the low skilled and peopled marginalized from the labour market
(immigrants, long-term unemployed, youth). It would also lead to productivity gains for the
whole economy if unpaid household work became paid, not least as delegating household
work can allow more productive households to specialize in what is most advantageous to
them and make the economy more efficient (Prop. 2006/7:94, p.32). Such a measure is also
presented as a way of promoting greater gender equality on the labour market, notably by
helping women to better reconcile work and family life and by allowing them to invest more
time on the paid labour market, and of promoting greater freedom of choice with respect to
the services made available, not least for the elderly.

The gender equality argument raised considerable debate, opponents from the political
Left, women’s organizations and trade unions pointing out that not only did such a scheme
not address the fundamental issue of the unequal distribution of household tasks between men
and women and in fact cemented these gender inequalities, it also created considerable class
inequalities between women, some women being encouraged to make a career on the backs of
other women who could not afford household services themselves. Interestingly, in the

different government propositions one does find some mention of the fact that not all women
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would benefit in the same way from this measure, but the argument is made that it is
important to free the productive potential of the more highly skilled.

Finally, the decreasing coverage that has taken place in elderly-care services is pointed
out as affecting women’s investment in paid employment. The tax deduction is thus supposed
to support women’s employment by facilitating the elderly’s access to home help services.
Officially, these private domestic services are not intended to replace public social care
services, but rather to complement them and offer a greater range of more individualised
services, and to help cover the needs of those who fall below the threshold for accessing
public care services, not least due to a shrinking of resources. It is nonetheless worth noting
that the rules that apply for claiming a tax reduction indicate that “the work must be carried
out in, or in direct connection to, the employer’s home or the home of his/ her ascendants”
(Prop. 2006/07:94, own translation). Not only is the scheme clearly intended to be used to
provide services to the elderly, it is also assumed that children will/can pay for these services,
which marks a clear shift from previous normative assumptions and institutional

arrangements regarding the role of the family in elderly-care provision in Sweden.

Impact of these measures

Regarding the impact of these measures, several aspects should be taken into account.
One relates to the impact in terms of job creation, both with respect to actual numbers but also
to the quality of these jobs, as well as to the public cost of supporting these jobs. The profile
of household workers, in particular in terms of gender and skill level, but also in terms of
ethnicity, are also of interest for an understanding of the kind of labour market segmentation /
segregation that these policies potentially promote. Skill levels are also an important issue in
the way they relate to the quality of care-related service provision to vulnerable groups.

Another aspect relates to the redistributive profile of these schemes: who are the
beneficiaries of these schemes, i.e. who benefits from these public tax expenditures? Finally,
the type of services used, and by whom, is of interest in so far as it can provide an indicator of
the extent to which these domestic services serve to fulfil care needs, i.e. the extent to which

social care systems are being redesigned through fiscal means.

As pointed out earlier, it is very difficult to obtain any reliable or consistent data in the
French case regarding the number of jobs created by these schemes, both because this sector

is politically loaded and the government as well as the National Association of Household
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Services (ANSP) have a vested interest in showing that these measures are indeed creating
employment, but also because of the specificity of this sector where irregular periods of
employment and part-time work is the norm and problems of double counting are high
(household workers often work for several employers, both private household and service
enterprises or associations providing services)®. According to official figures, the household
services sector currently employs nearly 2 million people, but according to the French
Economic Observatory (OFCE) this figure is closer to 1,2 million. Likewise, where the ANSP
and the government estimate that 319 000 new jobs were created over a three year period
(2005-2007), the OFCE estimates this figure to be 157 800 only, which falls further to 52 000
when recalculated in full-time equivalent (Jany-Catrice, 2009).

Nonetheless, all estimates do indicate that there has indeed been some job creation.
However, this job creation comes at a fairly high public cost. In 2009, public expenditure on
domestic services reached 6,6 billion euros in the form of social contribution exemptions
(2,16 billion) and tax reductions (4,44 billion), which corresponds to a 40% increase since
2006 (Cour des comptes, 2010). While different economists have shown the high public cost
associated to these job creations, it has been argued that some of this public cost is off-set by
the fact that these new workers contribute in the form of social contributions and taxes and
that less has to be spent on unemployment and social assistance. While it is difficult to factor
in all these parameters, it should nonetheless be noted that it is rather dubious whether any of
these workers earn enough to even pay taxes, and social contributions are not paid by all
employers since there are exemptions for the elderly and for childcare, which form the core of
the activity. Also, as Flipo et al. (2007), Marbot (2008) and others have shown, much of this
job ‘creation’ — up to 70% - actually corresponds to a whitening of informal labour, meaning
that net job creation is limited, and also shows that the tax deduction has mainly had a
windfall effect for households who were already purchasing domestic services on the informal
market.

This windfall effect should be questioned both from the perspective of the efficacy of
this policy instrument in terms of creating jobs, and from the perspective of the redistributive
effects of this policy. For who are the people buying domestic services and benefiting from
these tax reductions? If one takes a closer look at the profile of domestic services users, it
appears that age is a major distinguishing criteria. In 2005, 54.2% of households who used

domestic services were over 70, even though this age group only represents 20.1% of the

8 For a critical overview of the different data used and their limitation in the French case, see Jany-Catrice, 2009.
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population. Furthermore, 19.3% of the 70 to 80 years old, and up to 40.3% of the over 80 use
domestic services (Marbot, 2011; see also Carbonnier, 2009). In fact, nearly half the public
support to the domestic services sector in the form of social contribution exemptions and tax
deductions (3 billion euros) is related to services for the dependent elderly (Cour des comptes,
2010). Socio-professional status is another discriminating factor, with a strong over-
representation of people in executive professions (Marbot, 2011). The use of domestic
services is also very much concentrated in the larger urban areas.

Not all users can benefit from the tax deduction or credit, however, and as various
studies have shown, it is the wealthiest households who are the main beneficiaries. In 2005,
32% of households who declared a household worker belonged to the wealthiest 10% of
households, whereas only 3.5% belonged to the poorest 10%. Furthermore, the wealthiest
10% stood for 53.6% of total expenditure. If one adds to that that only those who pay a
positive amount in income tax qualify for the tax deduction, the distributional impact of the
tax cut is strongly in favour of more affluent: 73.1% of the tax reduction went to the
wealthiest 10% (Marbot, 2011). Furthermore inequalities have been increasing since 2001
both with respect to those having recourse to household services and in terms of those
benefiting from tax advantages (Carbonnier, 2009). While the introduction of a tax credit in
2008 has enabled more households to benefit from this scheme, the effect is nonetheless quite
limited (Cour des comptes, 2010), and does not benefit the elderly since one has to be actively
employed to benefit from it. Thus the main users (the elderly) of domestic services are
penalized by this system (although they do benefit from social contribution exemptions
instead).

Finally, as Carbonnier (2009) has suggested after carrying out an ex post analysis of
the impact of the raise in the tax reduction ceiling that was implemented in 2002, the fiscal
cost of this raise has probably been greater than what the budgetary cost of a direct financing
of these new jobs would have been. The change in ceiling thus appears more as an aid to
(wealthy) households than as a measure to substantially increase employment in personal

services.

While the (anti-)redistributive effects of this policy already raise a number of serious
issues, one should also question the types and quality of jobs that are thus being created and
supported at a high public cost. A few figures give some idea of the quality of these jobs:
around 80% of household workers are directly employed by households, and therefore cannot

benefit from vocational training, medical check-ups, or the protection of Labour inspection or
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the help of trade-unions in the case of work litigation (CERC, 2008). Contracts are short-term
and employment is very much part-time, household employees working 12 hours / week on
average (except for child minders who tend to work full-time).

Commercial service providers, where working conditions may be a little better in
terms of access to training, etc., account for only 15% of total employment in this sector
(Jany-Catrice, 2009).

In terms of work protection, workers are covered by different collective agreements
depending on the nature of their work (e.g. cleaning or caring for an elderly) and of their
employer (private employer or commercial enterprise) and several collective agreements can
co-exist within the same commercial enterprise. Given that household workers usually work
for different employers (e.g. both through a commercial enterprise or an association and
directly employed by a household) and carry out different types of tasks at different times of
day, they are constantly going in and out of different collective agreements which makes for a
great lack of legibility and a difficulty in knowing one’s rights. Finally, due to the very
atomized work situation of household employees, these cannot really unionize, nor have trade
unions shown much interest in this sector.

Although the need to better structure and to improve the quality of the household
services sector has been repeatedly highlighted, the priority that has been given to subsidizing
the demand for services has clearly occurred at the expense of the structuring of a quality,

professional offer.

Regarding the profile of household workers, skill levels are low: today, only 30% of
workers in household services hold some kind of qualification (Cour des comptes, 2010,
p.523) which raises issues in terms of the quality of care provided to the main users of
domestic services, namely the elderly. Finally, one should mention the gender profile of these
jobs: 98% are women. It would also be worth looking at the ethnic profile of these workers,
but this is made difficult in the French case as one is not allowed to collect any data related to
origins. As a proxy, one can mention Eurostat data which indicate that 21,1% of foreign
women work in domestic services in France, against only 3,8% of French women.
Furthermore, one can mention the agreement that has been signed in 2008 between the
Ministry of Immigration and the Ministry of the Economy, which states that newly arrived
immigrants should be directed towards the National Agency for Household Services (ANSP)

in order to be trained as household workers. This agreement concerns 10,000 immigrants per
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year’. Here, clearly, being an immigrant is associated to a specific aptitude to perform
domestic work or, conversely, is equated to a lack of skills which would allow them to pursue

other lines of work.

If one now turns to Sweden, a similar picture appears. While the introduction of the
tax reduction scheme is much more recent than in France, its popularity has increased rapidly,
and public expenditure on this scheme now exceeds what had been forecasted when the
scheme was proposed. In 2010, tax expenditure for this scheme amounted to 1,340 million
SEK (about 162,6 million euros) which represented an 80% increase from the previous year
(Skold and Heggeman, 2011).

In terms of job creation, the number of people employed in the formal domestic
services sector has gone up from 29 100 in 2003/4 to 41 000 in 2009/10 (Almega, 2011), i.e.

nearly 12 000 new jobs over a 6-year period.

The redistributive profile of the scheme is similar to that found in France. Today,
about 4,5% of households benefit from tax deductions on domestic services, and this benefits
mainly the wealthier households. Of the total tax reduction in 2009, 64% went to households
in the upper income quartile, while only 7% went to households in the lowest income quartile
(Skold and Heggeman, 2011).

The profile of users is also similar: dual-earner couples with children and the elderly
are the main users. People over 65 in fact represent over one third of claimants (Meagher and
Szebehely, 2010). The use of domestic services is also very much concentrated to the largest
urban areas.

Finally, the profile of household workers is also similar to France with respect to skill
levels (only 12% of workers have more than a secondary education, 36% have no secondary
education at all), but less so with respect to gender: only 69% of workers are women. Finally,
43% of household employees are born abroad (Almega, 2011).

Working conditions are potentially better than in France, however, as the market for
domestic services has been structured in such a way that most household workers are actually
employed by service enterprises rather than by private households. Workers are thus likely to

be better covered by collective agreements and to have access to various benefits such as

9http://www.immigration.gouv.fr/spip.php?page=dossiers det int&numrubrique=324&numarticle=1347

23



training, etc. In fact, 24% of household workers have received some training from their

employer (Almega, 2011). Household workers also benefit from trade-union representation.

Conclusion

Here we have only sketched out some of the main characteristics of the domestic
services field, as it has been structured through state intervention in two contrasted social
models. While these different elements warrant closer analysis, a couple interesting trends
already stand out.

One important trend has to do with the economic priorities that transpire through the
focus that is placed on creating low-skilled, bad quality employment at a high public cost, for
the benefit of the privileged few. A similar tendency to reinforce or even foster socio-
economic inequalities between the low-skilled and the high-skilled, between immigrants and
non-immigrants, in quite an intentional and well-assumed fashion also appears.

Another important trend has to do with the care content of these domestic services. Both
in France and in Sweden, these policies seem to lead to a privatization and to some form of
re-domestication of care in the sense that care is increasingly provided through private
domestic services rather than public social services. What is interesting, however, is that this
doesn’t correspond to a simple roll-back of the welfare state, with the responsibility for care
provision being placed back onto the family, but rather to a transformation in the logic of
public intervention, where the state still finances care services, but it does so by subsidizing
the demand for private domestic services rather than the supply of public services, and it does
so through tax expenditures rather than government spending. Clearly the redistributive
consequences of this shift towards ‘fiscal welfare’ warrant closer analysis, as does the impact
of this shift on the quality of care provided.

While these trends seem to reflect broader transformations at the European level, the
consequences and intensity of these changes are likely to vary in different welfare systems. In
our two case studies, the social inequalities and symbolic hierarchies that this policy fosters
seem to represent a much more frontal attack on the Swedish egalitarian model than it does in
France where social stratification has long been important. Likewise, contrary to France
where care services for children and the dependent elderly were largely insufficient, Sweden
has for a long time offered universal social care services for both childcare and elderly-care,
thus limiting the demand for private domestic services. As some commentators have noted,

the introduction of this tax deduction for private domestic services can be interpreted as a
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“privatisation by stealth” of elderly-care service, with the elderly being encouraged to buy

private services instead of the services they used to receive from the public sector. This could

well lead to an incremental dismantling of public care provision which would seriously

reshape both the underlying principles, aims and outcomes of Swedish care policy.
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