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THE BUDGET FOR 2016:
COMMITMENTS FULFILLED

PREDICTIONS FOR 2015
The central government budget balance for 2015 is now available, and
represents an improvement of €15 billion on 2014, and of €4 billion on
what was provided for in the Finance Act for 2016.
The 2015 general government deficit (all public bodies) will be known
on 25 March. In all likelihood, it will fall within the 3.8% target, and in
any case will be below the March 2015 Council recommendation of
4.0%.
The rate of statutory contributions and charges will be down 0.2
percentage points (at 44.7%), thanks to “competitiveness” measures
for alleviating burdens on businesses.

18.6
BILLION

In response to low inflation, a plan of €4 billion additional savings

OF SAVINGS

was put in place, bringing the savings made in 2015 to €18.6 billion,

IN 2015

enabling France to limit the rise in public spending to 1%.
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OUR COMMITMENTS FOR 2016 AND 2017

GENERAL DEFICIT OF

3.3%
IN 2016

2.7%
IN 2017

The forecasted general govern-

Emergency measures for employment were

ment deficit in the 2016 Finance

announced by the President of the French Republic

Act is of 3.3%, fully in line with

on 18 January 2016. Their cost is estimated at €2

the Council recommendation

billion for 2016. They will be fully funded by additio-

(3.4%). This figure includes addi-

nal savings, details of which will soon be published.

tional expenditure decided under

The balance adopted in the 2016 Finance Act will

the security pact (€750 million)

not, therefore, be undermined. There will thus be

following the terrorist attacks of

no impact on the level of the general government

13 November.

deficit.

An additional €5 billion of savings have been incor-

Moreover, consensus among economists sets

porated into the 2016 Finance Act, which will help

growth in 2016 at 1.4%, whereas the Finance Act

secure a structural adjustment of 0.5 GDP points.

tables on growth of 1.5%. This very slight difference

An overall effort of €15,8 billion of savings is made

is compensated by interest rates, which are far

in 2016, in order to arrive at the amount of €50

below the selected hypotheses and thus generate

billion over the 2015-2017 period, to which the

savings on the costs of debt interest.

Government committed as early as 2014. The ratio
of public spending to GDP will thus fall back to 55%

The 3.3% general government deficit target for

in 2017.

2016 is therefore upheld.

This reduction will be achieved through an effort

For the 2017 budget, France will continue along

across all public administrations: central govern-

these lines, taking care to strengthen its fiscal

ment spending are reduced every year in strict

strategy and support it through comprehensive,

compliance with spending standards, the pace of

ambitious structural reforms (see below). In 2017,

growth in healthcare expenditure has reached a

the general government deficit will fall below 3%,

historic low level, the basic pensions regime will

the debt level will stabilize, and the level of statuto-

have a balanced budget in 2016 and the spending

ry contributions and charges will continue to drop.

of local government bodies are controlled through
reduced central government endowments and the
establishment of a target for the evolution of local

50

public expenditure (ODEDEL, Objectif d’évolution

BILLION OF SAVINGS BETWEEN

de la dépense publique locale), voted by French

2015 AND 2017

Parliament.
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ENSURING SUSTAINABILITY OF PUBLIC FINANCES
The operation of France’s public adminis-

€

trations is being thoroughly reviewed, with:
1 | The reform of territorial organization, which took effect on
1 January 2016 and halved the number of administrative Regions,
clarified the competencies of the various levels of decentralized
government, and reduced the number of intermunicipal cooperation structures (NOTRe Act, promulgated in summer 2015).
2 | State reform, which will allow more effective coordination
and considerable efficiency gains, through the modernization
of operations such as via the creation of a cross-departmental
purchasing directorate (effective as of 1 January 2016) and an
estate management directorate (taking effect in 2016).
3 | The ratio of pension spending to GDP will fall by 2020
thanks to the reforms that have been undertaken, particularly that of 2013. In the longer term, this ratio will fall by -20%,
whereas the majority of our European partners will have to
handle a rise because of their demographics. Another decisive
step forward was made on 16 October 2015, when an agreement was concluded by the social partners on the AGIRC-ARRCO
supplementary pension schemes. These provisions should generate €1.7 billion of savings in 2017, rising to €6 billion by 2020.
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OUR REFORM PROGRAMME

AN AMBITIOUS REFORM PROGRAMME,
FULLY COMPLIANT WITH THE RECOMMENDATION GIVEN
TO FRANCE AND WITH EU PRIORITIES
1 | Support growth and employment, such as through restoring the
competitiveness of businesses. The strategy of economic and social
reforms will be presented in detail in the Nnational Rreform Pprogramme (NRP). It includes resolute actions to strengthen cost competitiveness, such as reductions in statutory contributions and charges
(€40 billion in 4 years), and non-price competitiveness, prioritizing
simplification of administrative procedures and abolition of unnecessary burdens, modernization of regulations on goods and services
(see focus 1), support for investment, innovation and research, and
reform of the labour market (see focus 2), in synergy with the lines of
the European institutions.
2 | Combat inequalities and improve social inclusion, as sustainable, credible reforms are impossible without justice, especially
as the financial crisis has contributed to the exclusion of a certain
number of people. A series of reforms undertaken recently focus
on this aspect, including the poverty plan, the establishment of the
“youth guarantee”, the reform of schools, and the Health Act, facilitating universal health care access.
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3 | Prepare for the future, as the strength of our economies will
reside in their ability to anticipate and be active in high added value
sectors, such as the energy transition or the digital field, which are two
of 2016’s fundamental priorities in France and Europe. Each Member
State should put into practice at home this message borne by the
European institutions, and France has made that a priority. The Energy Transition for Green Growth Act was thus promulgated in summer
2015. The positive outcome of COP21 strengthens, at both national
and European levels, the relevance of action in this area, which provides high potential for jobs and growth. Moreover, the “Digital Republic” bBill was recently adopted at the National Assembly, with three
key focuses: better transit of public and semi-public data (stimulating
innovation and generating value), online consumer protection, and
digital accessibility. It extends at national level the ambitious digital
policy that is being put in place at EU level.

EMERGENCY MEASURES FOR EMPLOYMENT
In a macroeconomic context that remains uncertain,

employment relations and secures the situation of

with a resumption of recruitments still insufficient to

business leaders. It reduces the cost of labour by

reduce unemployment, at historically high levels, the

cutting the anticipated cost of dismissals.

President of the French Republic announced on 18
January a plan of emergency measures for employ-

• Doubling the number of job seekers receiving

ment, including several steps to step up actions

training in 2016 (and thus move from 10% of job

already undertaken:

seekers trained in each year to 20%, as in Germany);
continuing our policy aimed at lifting brakes on the

• Furthering the structural reduction in the cost of

growth of apprenticeships, including by aligning

labour achieved since 2014 through a targeted cut

them further with the needs of businesses; and

in statutory contributions for 2016 recruitments by

improving the quality of training, especially by facili-

SMEs. For a minimum wage recruitment, statuto-

tating access to information on it.

ry employer contributions would thus be entirely
waived for the first two years of the contract.

• Making another major step forward for the development of entrepreneurship and freelancing, parti-

• Continuing labour market reforms, including with

cularly by reviewing regulations on professional

a cap on awards decided by employment tribunals

qualifications, with a focus on consumer health and

implemented through a scale based on the length

safety requirements. Abolishing unjustified require-

of employment. This reform completes the reform

ments in this area, to better free up economic acti-

of the tribunals managing individual conflicts in

vity, remains a major priority for France.

FOCUS 1 | LEGISLATION TO BOOST GROWTH

FREEING UP ECONOMIC ACTIVITY
IN GOODS AND SERVICES
Opening up the market for goods and services helps strengthen
competition, as the European Commission underlined in its October
2015 communication on the internal market. It is an essential instrument for business development, competitiveness and economic activity in France. Certain excessive regulations generate additional costs
in sheltered sectors of the economy, both harming the purchasing
power of households and restraining the French economy’s competitiveness.
Following numerous measures taken between 2012 and 2014, including in the areas of retail, health care, banking and insurance, taxis,
and gas and electricity prices, the Act on growth, activity and equality
of economic opportunity Act, which was promulgated on 6 August
2015, continues deepens the modernization of the French economy
by eliminating obstacles to growth, particularly regulatory brakes.
90% of its provisions are already effective and implemented on the
ground, the most emblematic being:
• freedom to open coach services (effective from August 2015).
This has enabled the transport of 500,000 additional travellers,
and the creation of more than a thousand jobs;
• reduced waiting time to obtain a driver’s licence (currently
being put in place; all implementing texts have been adopted);
• extended possibilities for Sunday and evening opening of
shops (the number of working Sundays for all shops that can
be authorized by town and city authorities has been raised to
12 per year, while international tourist areas which also allow
evening opening were defined for Paris on 26 September 2015);

P.8

• reform of regulated legal professions (notaries, bailif fs,
commercial court clerks, court auctioneers, court administrators and trustees), including through an amendment to tariffs,
which must be more transparent and reflect costs, and freedom for new professionals to establish businesses, so as to
support economic activity (all the texts are before the Conseil
d’État and will be adopted by the end of February 2016);
• giving employees a stake in the success of their companies, by
encouraging the development of employee shareholding, reducing taxation of performance incentives, and simplifying provisions concerning business creator share options for start-ups;
• strengthening of the protection of collective proceedings,
with the judge being given the option to order the owners of a
struggling business to sell their shares to buyers presenting a
credible plan to restore the company’s activity, and with certain
commercial courts being specialized in the most important
cases of struggling businesses.
• simplif ying procedures applicable to major construction
projects, by replacing all existing authorizations with a single
authorization for projects of major economic interests, and by
simplifying planning permission formalities.
The reforms are continuing in 2016, with the implementation of a
strategy on new economic opportunities which will draw on the shifts
in modes of production and forms of labour, by fostering the modernization of the sectors that are the most affected by economic changes
and enabling ensuring the development of new activities and encouraging entrepreneurship. The most emblematic measures include the
review of regulations on professional qualifications, announced on 18
January 2016, the simplification of the legal status of self-employed
people, and measures to foster financing of innovation.
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opportunity Act

FOCUS 2 | LABOUR MARKET REFORM

ENSURING JOB-RICH ECONOMIC GROWTH
Brick by brick, we are building a French form of

The August 2015 Act on social

“flexicurity”, coupling greater ability and flexibi-

dialogue and employment

lity for businesses to adapt to changing conditions

strengthened the effectiveness

with greater employee protection during career

of social dialogue in businesses

changes, including periods of unemployment.

by rationalizing the rules and

To do so, we are drawing on social dialogue as it

adapting them to the size of the

is the most effective long-term method, ensuring

companies. Social dialogue will thus be simpler

the greatest possible ownership of reforms by all

and more effective, with less numerous obliga-

stakeholders.

tions and forums (merging of 17 annual reporting
/ consulting requirements into 3 obligations, and
The 2013 Act on job security

8 annual negotiating requirements into 3 nego-

streng thened the abilit y of

tiations). In particular, the 50-employee threshold

businesses to adapt through an

effect is reduced: firstly, the company manager has

ambitious simplification of the

the option of setting up a single staff delegation

use of partial unemployment,

that includes the Committee on Health, Safety and

simplified and secured

Work Conditions (CHSCT); secondly, it is possible

procedures for redundanc y plans, and the

to merge the three bodies representing the staff

possibility to adapt salaries and working hours by

by collective agreement. This is essential, particu-

negotiation in the event of economic difficulties.

larly to foster growth and quality of social dialogue

The possibility to negotiate employment protection

within SMEs.

agreements is a major innovation in this respect,
the impact of which has been enhanced by the
Act on growth, activity and equality of economic
opportunity and could be increased further.
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MARCH 2016
Tabling of the Bill
on the Labour Code

1 JULY 2016

1 JANUARY 2017

Entry into force of the

Creation of the

new unemployment

Personal Activity

insurance convention

Account (CPA)

The 2015 Act on growth, acti-

the commission chaired by Robert Badinter, (ii)

vity and equality of economic

providing that the provisions of a collective agree-

opportunity reforms employ-

ment may prevail over those of an employment

ment tribunals. This major

contract, and (iii) setting out exhaustively the

reform will speed up judges’

rules on working time. In particular, it will entrust

decisions and make them more

the responsibility for setting the terms organi-

predictable and less costly to businesses and

zing working time to the collective agreement,

employees. Other measures continue to further

without undermining the legal working time.

secure redundancy procedures, particularly as
regards the terms of the obligation to redeploy

Moreover, the protection of

staff in foreign subsidiaries. It is crucial that it be

career paths was strengthened

fully and entirely implemented.

in 2014 through the introduction
of individualized rechargeable

Our system of social relations

entitlement s to unemploy-

and its practices will receive

ment benefits and improved

in-depth review. The aim is to

access to vocational training for those who need it

redef ine the basic common

most. The government aims to go even further by

foundations of the principles

setting up a Personal Activity Account (CPA) from

of the L abour Code. Other

1 January 2017.

aspects will be subject to collective bargaining.
The aim is two-fold: simplifying and easing stan-

The CPA will bring together the individual entitle-

dards, while widening the scope of collective

ments acquired over the course of the individual’s

bargaining, so as to enhance flexibility in the

career, helping to secure and free up career paths

management of businesses. This work will take

and thus enhance the fluidity of the labour market.

several years, but a first major stage will take
place in 2016. A bill will be submitted to Parliament in March 2016, (i) specifying general statutory provisions guaranteed for all employees,
based on the report published on 25 January by
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THE FIRST RESULTS ARE HERE TO SEE

The confidence of economic players has been restored:

Household confidence is at

Business confidence is

Inequalities

an eight-year high, up 7 points

at an almost five-year high,

fell -6% in 2014

over the last 12 months.

up 8 points over 12 months.

compared to 2012.

The margin of businesses

In 2015, exports

Two thirds of redundancy

has grown by 2 points

have risen by 5,9%

plans are now the subject of

over 12 months, thus

and the current

majority-approved collective

erasing two thirds of the

account is balanced.

agreements, and the number

fall since the 2008 crisis.

of disputes has been reduced
three-fold (from 25% to 8%).

The rise in labour costs in industry since the

R&D spending has grown constantly

end of 2012 has been contained at 2.1% in France,

(2.3 GDP points in 2014), and businesses

compared to 4.4% across the eurozone, and

have never made such a large effort in

the costs are now lower than in Germany.

the past (1.5 GDP points in 2014).
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AN ONGOING AGENDA
OF REFORMS

1ST SEMESTER 2016





Creation of a government

Justice for the 21st century Bill

purchasing directorate

final vote





Simplification measures

Effective implementation of the

single permit for all environmental

target for the evolution of local

authorizations, effective from Q1.

public expenditure (ODEDEL)

Announcement on 3 February by the
Simplification Council of 90 new measures


Labour Code Bill
first reading in Parliament


Digital Republic Bill – voted by
the National Assembly
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SPRING 2016

2ND SEMESTER 2016





Bill on the transparency and modernization

Creation of a government

of the economy – first reading in Parliament

estate directorate





New simplification measures take effect

3 phase of the €50 billion savings

(e.g.: the personal social declaration, which

plan (Finance Bbill and Social

groups together all social declarations,

Security Funding Bill for 2017)

rd

for large companies at first)





3 phase of the Responsibility and

Labour Code Bill

Solidarity Pact (Finance Bill and Social

final vote

Security Funding Bill for 2017)





Entry into force of the new unemployment

Vote on the adoption of the withholding

insurance convention on 1 July

of income tax from revenue

rd

(full implementation on 1 January 2018)


New simplification measures
(e.g. implementation of centralized
national customs clearance to
speed up customs procedures)
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