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This note presents selected information on the current status of the EU economic governance procedures and related 

relevant information in view of an Economic Dialogue with Mr Pierre Moscovici, Minister of Economy and Finance of 

France, in accordance with the EU legal framework, in particular Article 2a of Regulation 1467 as amended. 

 

1. Recent economic developments  

 After a flat economic growth in 2012, real GDP expanded by 0.3% last year. This very 

modest rise was mainly driven by households' consumption (+0.4%) despite a high 

unemployment rate (10.8% at end-2013) and declining disposable income. Investment dropped 

further by 2.1% in 2013 (after -1.2% one year earlier). However, there were tentative signs of 

improvement in the last quarter of 2013 as corporate investment bounced back (+0.9% q-o-q) 

after 7 consecutive quarters of decline. Exports growth decelerated (+0.6% last year after +2.5% 

in 2012) whereas imports rebounded by 0.8% in 2013 amid uncertainty of the economic 

environment in the euro area. Overall, external demand contributed negatively to GDP growth (-

0.1 point).  

 The European Commission (COM) projects a real GDP growth of 1.0% in 2014, in line with the 

government's forecast of 0.9%. It also expects the unemployment rate to increase further to 

11.0% this year and then stabilize in 2015.  

 On 5 March 2014, the COM assessed that France continues to experience macroeconomic 

imbalances, which require specific monitoring and decisive policy action. At the same time, it 

issued a recommendation regarding measures to be taken by France in order to ensure a timely 

correction of its excessive government deficit. The COM will await the updated National 

Reform Programme and Stability Programme of France before deciding on any further 

proposals under the MIP or EDP.  

 In early March 2014, social partners agreed on a "responsibility pact" outlined by President 

François Hollande on 14 January 2014. In short, this pact seeks to lower labour cost by cutting 

employers' social contributions by €30 billion and enhance the business environment. In return, 

employers commit to boosting investment and jobs creation. This measure will represent a €10 

billion labour cost reduction, on top of the €20 billion introduced by the current tax credit on 

employment (CICE).  

 

2. Public Finances 

France has been in an EDP since 2009.  Last year, the Council decided to extend the deadline for 

correcting the excessive deficit by two years to 2015. More specifically, France is required to bring 

its public deficit down to 3.6% this year and 2.8% of GDP in 2015, i.e. an underlying reduction in 

the structural deficit of 0.8% of GDP for both years.  

The deficit-to-GDP ratio is expected to be 4.2%  in 2013 compared to a target of 3.9% set by the 

Council. Both weak economic activity and higher-than-expected growth in public expenditures 

http://www.europarl.europa.eu/document/activities/cont/201311/20131118ATT74564/20131118ATT74564EN.pdf
http://www.insee.fr/en/indicateurs/ind26/20140214/doc_idconj_26.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/fr.html
http://ec.europa.eu/economy_finance/economic_governance/documents/2014-03-05_in-depth_reviews_communication_en.pdf
http://www.europarl.europa.eu/document/activities/cont/201403/20140303ATT80305/20140303ATT80305EN.pdf
http://www.elysee.fr/declarations/article/ouverture-de-la-conference-de-presse-du-president-de-la-republique-au-palais-de-l-elysee-le-14-janvier-201/
http://ec.europa.eu/economy_finance/economic_governance/sgp/deficit/countries/france_en.htm
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/126-07_council/2013-06-21_fr_126-7_council_en.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/fr.html
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weighed on deficit reduction. As a result, the public debt reached new record highs last year to 

nearly 94% of GDP - in line with the euro area average - and is expected to exceed the symbolic 

mark of €2,000 billion this year.  

After two years of fiscal consolidation skewed towards tax increases, the French government 

decided to shift the balance to spending cuts (worth €15bn out of a €18bn fiscal adjustment) in the 

2014 budget in line with Council recommendations.  

However, the 2014 and 2015 deficit targets may be missed without additional fiscal efforts. 

According to COM there is a significant risk of non-compliance with the recommended fiscal 

effort both in 2013 and 2014. Therefore, COM issued on 5 March 2014 a recommendation to 

France (in accordance with Regulation 473/2013) to take the necessary steps to ensure the 

structural effort as included in the Council recommendation of 21 June 2013. It also invited France 

to report on measures responding to this recommendation in a dedicated section of its updated 

Stability Programme for 2014. 

The French Court of Auditors was sceptical about France to meet its 2014 deficit target of 3.6% of 

GDP, adding that fiscal revenues might fall short of €6 billion (i.e. 0.3 GDP point) against the 

backdrop of weak economic growth and cancellation of tax increases, including a tax on heavy 

goods vehicles and another on savings plans. At the same time, there remain significant risks to the 

implementation of expenditure savings (worth €15 billion) along with a likely overestimation of 

some measures.    

This echoes the COM assessment stressing that "there are risks that the consolidation effort may 

not be strong enough to ensure that the correction of excessive deficits remains on track". In 

November 2013, the COM had already warned that there were the 2014 budgetary plans had no 

margins to comply with the required fiscal efforts.   
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3. Macroeconomic Imbalances 

All the Country Specific Recommendations to France adopted by the Council in July 2013 were 

preventive recommendations under the Macroeconomic Imbalance Procedure (MIP). The Council 

called for policy reforms in public finances, including the pension system, reduction of labour costs, 

improvement of the business environment, enhancement of competition in services, simplification 

and improvement of the tax system, and reforms of unemployment benefit system as well as of the 

labour market (see Annex 4).  

On the basis of the MIP Scoreboard (see Annex 2), COM decided in November 2013 that France 

would need an "in-depth-review", assessing the persistence of the imbalances previously 

http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2014-03-05_fr_commission_recommendation_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2014-03-05_fr_commission_recommendation_en.pdf
http://www.ccomptes.fr/Publications/Publications/Rapport-public-annuel-2014
http://ec.europa.eu/economy_finance/economic_governance/documents/2014-03-05_in-depth_reviews_communication_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/dbp/fr_2013-11-15_co_en.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2013:217:0027:0032:EN:PDF
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identified, and which required decisive policy actions. COM published its in-depth-review on 5 

March and concluded that France continues to experience macroeconomic imbalances which 

require specific monitoring and decisive policy action (in accordance with the recommendations 

to the Member States of the Euro Area adopted by the Council in July 2013). Given the relative 

importance of France in the euro area (France accounts for 22% of the euro area GPD), 

developments in the domestic demand would have sizable spill-overs to other Euro Area 

economies.  

The trade balance has been decreasing almost steadily since 1997 from a peak of 3.2% of GDP to 

a deficit of 2.3% of GDP in 2011, with -1.9% recorded in 2012. As a consequence of the 

deteriorating trade balance, the current account balance, which was still at a surplus of 2.8% of 

GDP in 1998, recorded growing deficits from 2005 onwards, reaching 2.2% of GDP in 2012. The 

evolution of the current account is mirrored by a sharp decrease in the net international investment 

position (NIIP) over the last five years: the NIIP, which was in surplus still in 2006, recorded a 

deficit of 21% of GDP in 2012. The long term decline in the share of world export for France is 

linked to persistent losses in both cost and non-price competitiveness.  In spite of a high 

productivity, albeit growing slowly, France's competitiveness has been deteriorating for most of the 

past decade. 

According to the OECD and COM, rising unit labour cost (i.e. the ratio of total labour costs to the 

volume of output) at a faster pace than productivity accounts for the decline in price 

competitiveness. In particular, a high tax wedge (i.e. the gap between the cost of labour for 

employers and the revenue for workers), coupled with a high minimum wage compared to other EU 

member states, hampers jobs creation, especially for unskilled workers and young ones.  

Nonetheless, the recent agreement on cutting employers' social 

contributions with a view to boosting investment and 

employment was welcomed by the OECD. The financing of this 

measure through spending cuts goes also in the right direction 

(see section on recent developments). 

In addition, non-cost factors play a crucial role in France's 

deteriorating export performance. French firms make low profits 

compared to other EU companies, thereby limiting their capacity 

to invest and innovate. There is also a lack of medium-sized 

companies (employing between 50 and 250 persons), which 

represent only 0.9% of all French companies (vs. 1.1% in the 

EU and 2.6% in Germany): a limited firm size weighs on export 

performance and innovation. At the same time, the fiscal and 

regulatory environment could be simplified to boost productivity 

and competitiveness.   
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According to COM Innovation Union 

Scoreboard 2014, France 

performance in research and 

innovation is barely above that of EU 

average. It is classified as an 

“innovation follower”: the 

performance level relative to the EU 

is just 103% in 2013.  

The highest performance relative to 

the EU is in international scientific 

co-publications and the weakest is in 

non-R&D innovation expenditures. 

http://ec.europa.eu/economy_finance/publications/occasional_paper/2014/op178_en.htm
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2013:217:0097:0099:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2013:217:0097:0099:EN:PDF
http://dx.doi.org/10.1787/9789264207967-en
http://ec.europa.eu/economy_finance/publications/occasional_paper/2014/op178_en.htm
http://www.oecd.org/france/mr-gurria-strongly-supports-recently-announced-plans-to-revitalise-the-french-economy.htm
http://ec.europa.eu/enterprise/policies/innovation/policy/innovation-scoreboard/index_en.htm
http://ec.europa.eu/enterprise/policies/innovation/policy/innovation-scoreboard/index_en.htm


PE 497.770 4 

The level of consolidated private debt, which is above the threshold of 133% of GDP since 2009, 

continued rising, showing a different trend compared to most EU economies that have experienced 

significant deleveraging. French households' debt (56.7% of GDP in 2012) is on the rise, but still 

below the euro area average: the main driving force is the continuous growth in real estate credit 

and low interest rates; however, households' financial balance sheet continues to exhibit a rising 

level of net financial assets. The consolidated level of non-financial corporations' debt reached a 

peak of 84% of GDP in 2012, but the relatively high leverage is not particularly worrying and 

remains below the euro area average. However, the decreasing level of profitability may affect 

companies' ability to service their debt: some concerns in this regards is prompted by the growing 

number of bankruptcies, especially in the retail and real estate sectors. 

Against this background, labour market reforms with a view to addressing the increasing share of 

long-term unemployment (from 2.9% of the labour force in 2008 to 4,3% in the 3
rd

 quarter of 

2013) and youth unemployment (from 19.3% in 2008 to 25.5% in 2013) are also crucial to restore 

competitiveness and growth according to the OECD and COM.   

 

3. Financial stability  

The French banking sector is very concentrated with four institutions holding 98% of the total 

assets and well capitalised, with an average solvency ratio of 14.7% and their Tier 1 ratio of 12.6%. 

Banks claim they will meet the CRD 4 requirements. Stress tests showed a good resistance of the 

sector, and recapitalisation needs are expected to be low. However, two main weaknesses are 

identified by COM: their dependence on market-resource for refinancing and their exposure to 

sovereign debt of other Member States. 

 

ANNEXES: 

1. Key economic indicators for France  

2. MIP-scoreboard for France 

3. Progress towards EU2002 targets for France 

4. France - Country-Specific Recommendations 2013 
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http://ec.europa.eu/economy_finance/economic_governance/documents/2014-03-05_in-depth_reviews_communication_en.pdf
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ANNEX 1: Key Macro-economic Indicators - France 

 

 
Sources: COM Winter Forecast, February  2014, and Eurostat for indicators with * (Extraction date 20-02-2014)

 2009 2010 2011 2012 2013 2014 (f) 2015(f) 

GDP % change 

France -3,1 1,7 2,0 0,0 0,3 1,0 1,7 

Euro Area -4,5 1,9 1,6 -0,7 -0,4 1,2 1,8 

Government balance % of GDP  

France -7,5 -7,1 -5,3 -4,8 -4,2 -4,0 -3,9 

Euro Area -6,4 -6,2 -4,2 -3,7 -3,1 -2,6 -2,5 

Structural balance % of GDP 

France -6,1 -5,7 -4,7 -3,6 -2,8 -2,3 -2,7 

Euro Area -4,6 -4,4 -3,6 -2,1 -1,5 -1,3 -1,7 

Government debt % of GDP 

France 79,2 82,4 85,8 90,2 93,9 96,1 97,3 

Euro Area 79,9 85,6 87,9 92,6 95,5 95,9 95,4 

Inflation  % Change 

France 0,1 1,7 2,3 2,2 1,0 1,2 1,2 

Euro Area 0,3 1,6 2,7 2,5 1,4 1,0 1,3 

Unemployment % of labour force  

France 9,5 9,7 9,6 10,2 10,8 11,0 11,0 

Euro Area 9,6 10,2 10,2 11,4 12,1 12,0 11,7 

Long term Unemployment* % of labour force (Long term unemployed =  unemployed for at least 12 months) 

France 3,4 3,9 4,0 4,1 n.a. n.a. n.a. 

Euro Area 3,4 4,3 4,6 5,3 n.a n.a. n.a. 

Youth unemployment* % of youth labour force (Youth defined as persons under the age of 25) 

France 24,0 23,7 22,9 24,7 25,5 n.a. n.a. 

Euro Area 20,4 21,0 20,9 23,1 24,0 n.a. n.a. 

Inequality (Gini Coefficient*)
 
 Scale from 0 to 100: 0 = total income equality; 100 = total income  inequality 

France 29,9 29,8 30,8 30,5 n.a. n.a. n.a. 

Euro Area 30,2 30,3 30,6 30,5 n.a. n.a. n.a. 

Current account balance  % of GDP  

France -1,8 -1,9 -2,5 -2,1 -1,9 -2,0 -2,2 

Euro Area (adjusted) 0,1 0,0 0,1 1,4 2,2 2,3 2,3 

Exports % change  

France -12,1 9,5 5,4 2,4 0,6 4,4 5,6 

Euro Area -12,4 11,6 6,5 2,5 1,3 4,2 5,7 

Imports % change  

France  -9,6 8,9 5,1 -1,1 0,7 4,0 5,8 

Euro Area -11,0 10,0 4,5 -0,9 -0,2 4,1 5,9 

Domestic demand % change  

France -2,6 1,6 1,0 -0,1 0,3 0,8 1,9 

Euro Area -3,8 1,2 0,8 -2,2 -0,9 1,0 1,7 

Investments % change  

France -10,6 1,4 2,9 -1,2 -1,9 0,9 3,3 

Euro Area -12,8 -0,4 1,6 -4,0 -3,0 2,3 3,6 

Unit labour cost % change (Nominal values) 

France 3,7 -0,3 -0,1 0,6 -0,1 -0,6 -0,9 

Euro Area 4,3 -0,6 0,7 1,8 1,0 0,7 0,8 

Labour Productivity % change  

France -1,6 1,8 1,3 0,1 0,6 0,6 1,2 

Euro Area -2,4 2,6 1,4 0,2 0,5 0,9 1,0 

http://ec.europa.eu/economy_finance/publications/european_economy/2014/pdf/ee2_en.pdf
http://ec.europa.eu/eurostat
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 ANNEX 2: Macroeconomic Imbalance Scoreboard - France 

Source: Eurostat MIP indicators, data updated in February 2014                                                                        

Indicators Thresholds 2006 2007 2008 2009 2010 2011 2012 

External 

imbalances and 

competitiveness 

Current account balance as % of GDP 
3 year average -4/+6% -0.2 -0.7 -1.1 -1.4 -1.5 -1.5 -1.8 

Year value -0.6 -1.0 -1.7 -1.3 -1.3 -1.8 -2.2 

Net international investment position as % of GDP -35% 1.0 -1.5 -12.9 -9.4 -12.5 -18.8 -21.1 

Real effective exchange rate - 42 trading 

partners 

% change (3 years ) ± 5% €A      -0.5 -1.5 1.5 2.6 -2.3 -4.5 -7.8 

% change y-o-y -0.7 0.6 1.6 0.4 -4.2 -0.7 -3.2 

Share of world exports 
% change (5 years) -6% -16.0 -18.0 -21.5 -10 -12.9 -10.1 -14.0 

% change y-o-y -5.2 -2.5 -3.7 10.0 -11.0 -2.2 -6.8 

Nominal unit labour cost 
% Change (3 years) 9%€A             4.7 5.4 6.8 8.8 7.8 5.8 4.1 

% y-o-y change 1.8 1.7 3.2 3.7 0.7 1.3 2.1 

Internal 

imbalances 

% y-o-y change deflated House prices 6% 9.8 3.6 -1.9 -5.6 3.6 3.6 -2.3 

Private sector credit flow as % of GDP 14% 9.8 11.8 9.7 3.8 4.9 6.2 3.5 

Private sector debt as % of GDP 133% 116 120.0 126.6 134.6 136.4 138.5 140.6 

General government gross debt (EDP) as % of GDP 60% 64 64.2 68.2 79.2 82.4 85.8 90.2 

Unemployment rate 
3 year average 10% 9.3 9.0 8.5 8.6 9.0 9.6 9.9 

Year value 9.2 8.4 7.8 9.5 9.7 9.6 10.2 

% y-o-y change in Total Financial Sector Liabilities, non-consolidated 16.5% 15.0 13.1 2.5 0.2 3.1 7.3 -0.1 

Indicators above the threshold 

http://epp.eurostat.ec.europa.eu/portal/page/portal/macroeconomic_imbalance_procedure/indicators
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ANNEX 3: Targets and current situation in the context of the Europe 2020 - France 
 

 

Source: Eurostat, - data extracted on 12 March 2014 

* = Estimate; ncst = "no country specific target"; n.a = "not available" 

Indicator France  EU28 

 

Employment rate 

(% of population aged 20-64) 

75 Target 2020 75 

69.3 2012 68.4 

69.2 2011 68.5 

69.2 2010 68.5 

69.4 2009 68.9 

 

Expenditure on R&D 

(% of GDP) 

3 2020 target 3 

2.26 2012 2.06* 

2.25 2011 2.04 

2.24 2010 2.00 

2.27 2009 2.01 

 

Greenhouse gas emission  

(Index 1990=100) 

ncst 2020 target 80 

n.a. 2012 n.a. 

88.9 2011 83.1 

93.8 2010 85.7 

92.7 2009 83.8 

 

Share of renewable energy 

(%) 

23 2020 target 20 

13.4. 2012 14.1 

11.3 2011 13.0 

12.7 2010 12.5 

 12.2 2009 11.9 

 

Primary energy consumption 

(million tonnes of oil equivalent-TOE) 

n.a. 2002 target 1 483 

246.4 2012 1583 

245.5 2011 1596 

255 2010 1653 

247.3 2009 1594 

 

Early school leaving 

(% of population aged 18-24) 

9.5 2020 target 10 

11.6 2012 12.7 

12 2011 13.4 

12.6 2010 13.9 

12.2 2009 14.2 

 

Tertiary educational attainment 

(% of population aged 30-34) 

50 2020 target 40 

43.6 2012 35.7 

43.3 2011 34.5 

43.5 2010 33.4 

43.2 2009 32.1 

 

Population at risk of poverty or 

social exclusion 

(thousand, 

 % of total population) 

ncst ncst 2020 target 
Reduce by 20 

millions 
ncst 

11760 19.1 2012 124229* 24.8* 

11840 19.3 2011 121 543 24.3 

11712 19.2 2010 118 126 23.7 

11200 18.5 2009 n.a. n.a 

http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020_indicators/headline_indicators
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Annex 4: Country Specific Recommendation in 2013 - France 

MIP: 1, 2, 3, 4, 5, 6 

1.  Reinforce and pursue the budgetary strategy in 2013. Enhance the credibility of the adjustment by 

specifying by autumn 2013 and implementing the necessary measures for the year 2014 and beyond to ensure a 

correction of the excessive deficit in a sustainable manner by 2015 at the latest and the achievement of the 

structural adjustment effort specified in the Council recommendations under the EDP. Use all windfall gains 

for deficit reduction. A durable correction of the fiscal imbalances requires a credible implementation of 

ambitious structural reforms to increase the adjustment capacity and boost growth and employment. Maintain a 

growth-friendly fiscal consolidation course and further increase the efficiency of public expenditure, in 

particular by proceeding as planned with a review of spending categories across all sub-sectors of general 

government. Take action through the forthcoming decentralisation law to achieve better synergies and 

savings between central and local government levels. After the correction of the excessive deficit, pursue the 

structural adjustment effort at an adequate pace so as to reach the MTO by 2016. Take measures by the end of 

2013 to bring the pension system into balance in a sustainable manner no later than 2020, for example by 

adapting indexation rules, by increasing the full-pension contribution period, by further increasing the effective 

retirement age by aligning retirement age or pension benefits to changes in life expectancy and by reviewing 

special schemes, while avoiding an increase in employers' social contributions, and increase the cost-

effectiveness of healthcare expenditure, including in the areas of pharmaceutical spending. 

2.  Ensure that the reduction in the labour cost resulting from the 'credit d'impôt compétitivité et 

emploi' yields the planned amount and that no other measure will offset its effect. Take further action to lower 

the cost of labour, in particular through further measures to reduce employers’ social-security contributions, in 

association with social partners. Ensure that developments in the minimum wage are supportive of 

competitiveness and job creation, taking into account the existence of wage support schemes and social 

contribution exemptions. 

3.  Take further measures to improve the business environment and develop the innovation and export 

capacity of firms, in particular SMEs and enterprises of intermediate size. In particular, launch the announced 

simplification initiative of the regulatory framework, and improve the framework conditions for innovation, 

by enhancing technology transfer and the commercial exploitation of research, including through a 

reorientation of the competitiveness poles. 

4.  Take action  to enhance competition in services; remove unjustified restrictions in the access to 

and exercise of professional services, notably regarding legal form, shareholding structure, quotas and 

territorial restrictions; take action to simplify authorisation for the opening of trade outlets and to remove the 

ban of sales at a loss; remove regulated gas and electricity tariffs for non-household customers and strengthen 

interconnection capacity with neighbouring countries; in the railway sector, open domestic passenger transport 

to competition. 

5.  Pursue efforts to simplify the tax system and improve its efficiency, while ensuring continuity of tax 

rules over time. Take additional measures to remove the debt bias in corporate taxation. Step up efforts to 

reduce and streamline personal and corporate income tax expenditures while reducing statutory rates; bring 

reduced VAT rates closer to the standard rate and remove inefficient reduced rates. Take further 

measures shifting the tax burden from labour to environmental taxation or consumption. 

6.  Implement fully and without delay the January 2013 inter-professional agreement, in consultation with 

the social partners. Take further action to combat labour-market segmentation, in particular to address the 

situation of interim agency workers. Launch urgently a reform of the unemployment benefit system in 

association with the social partners and in accordance with national practices to ensure sustainability of the 

system while ensuring that it provides adequate incentives to return to work. Enhance the employment rate of 

older workers and stimulate their participation in the labour market. Take specific action to improve the 

employment perspective of older unemployed people in particular through specific counselling and training. 

Increase adult participation in lifelong learning, especially of the least qualified and of the unemployed. 

Ensure that public employment services effectively deliver individualised support to the unemployed and that 

active labour market policies effectively target the most disadvantaged. Take further measures to improve the 

transition from school to work through, for example, a Youth Guarantee and promotion of apprenticeship. 

 


