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France 

1. Economic situation 

The French economy experienced a relatively shallow recession in 2009 with GDP 
contracting 2.5% (Figure 1A). For much of the past decade, however, growth in France 
has fallen short of the OECD average and is forecast by the OECD to rebound by only 
1.7% in 2011, led by business investments, exports and the end of destocking. France has 
not recorded a budget surplus in more than 25 years and, despite a relatively moderate fall 
in GDP, the deficit reached 7.6% of GDP in 2009 (Figure 1B). 

Gross debt has risen in line with the OECD average over the past few years, as the 
borrowing requirement increased in line with the widening budget deficit. In 2009, gross 
debt measured 87.1% of GDP (Figure 1C). 

Figure 1. Key economic indicators 
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Figure 1. Key economic indicators (cont’d) 
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Notes: Fiscal balance and gross debt are general government financial balance and gross financial liabilities as 
a per cent of nominal GDP. 

Source: OECD (2010), “OECD Economic Outlook No. 88”, OECD Economic Outlook: Statistics and 
Projections (database), doi: 10.1787/data-00533-en. 

2. The government’s fiscal consolidation strategy 

The French government has stated its objective to gradually reduce the deficit to 3% 
of GDP by 2013 (Figure 2A). To achieve this target, the fiscal consolidation effort would 
need to be one of the largest France has implemented in the post-war era. The French 
government has entrusted a number of public finance working groups with formulating 
budget recommendations that would restore balance to France’s public finances (see 
Section 4). 

Plans are also under way to reform France’s institutional budgeting framework, 
including constitutional reform that would support the implementation of fiscal rules in 
an effort to reduce public debt. 

The primary objective of the government’s fiscal strategy is to pursue structural 
reforms that encourage growth and to enhance the control of public spending, rather than 
raising taxes in isolation. According to the authorities, France has shielded future-oriented 
investments from its consolidation efforts. The government has also stated that it does not 
intend to substantially increase tax rates (which are among the highest in Europe) to avoid 
damaging growth. 

The government aims to enhance the control of public spending by all sub-sectors of 
general government, which implies halving its rate of growth compared to historical rates, 
and to make targeted reductions in tax loopholes in order to reduce the deficit. The Multi-
year Public Finance Planning Act for 2011-14, which was voted by Parliament in 
December 2010, details the French medium-term public finances strategy and how it 
intends to meet these objectives: 
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• multi-year ceilings for state expenditures, with a double constraint (zero growth in 
real terms for state spending as a whole, and zero growth in nominal terms for 
state spending excluding interest expenditure and pensions); the three-year state 
budget for 2011-13 details these ceilings mission by mission; 

• multi-year ceilings for healthcare expenditures, with an obligation to set aside 
funds to help respect the objectives and to take corrective action in case of 
overrun; 

• zero growth in nominal terms for transfers from the state to local authorities; 

• mandatory minimal increase in public revenues by EUR 3 billion per year, mainly 
through further reductions in tax expenditures. 

To meet its 2011 deficit target of 6% of GDP, the government proposed a fiscal 
tightening measuring EUR 46 billion (or 2.3% of GDP) in 2010 which includes the 
withdrawal of EUR 15 billion in fiscal stimulus measures. A further tightening of 0.9% of 
GDP is envisaged over 2012-14 (Figure 2C). The expenditure reductions are slightly 
higher than revenue enhancements in 2011, and the expenditure share increases 
somewhat over 2012-14 (Figure 2D). The government expects gross debt to steadily 
increase to 87% of GDP in 2013 (Figure 2B). 

Figure 2. The government’s planned fiscal adjustments 
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Figure 2. The government’s planned fiscal adjustments (cont’d) 
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Notes: Fiscal balance and gross debt are general government financial balance and gross financial liabilities on 
a Maastricht basis in per cent of nominal GDP. Fiscal consolidation is cumulative consolidation as a per cent 
of GDP. The composition of the contribution to fiscal consolidation is expenditure reductions and revenue 
enhancements (total = 100%). OECD calculations. 

Sources: “OECD Fiscal Consolidation Survey 2010” ; France’s Convergence Programme 2010. 

3. Major consolidation measures 

The 2011 budget bill aims to save EUR 15 billion or 0.75% of GDP by not renewing 
some of the support given to the economy in the downturn, and roughly EUR 7 billion 
from civil service measures including a temporary pay freeze, not hiring for retiring civil 
servants and a spending cap. A spending limit on health expenditures contributes 
EUR 2.5 billion in 2011. Tax increases and reduced tax expenditures amount to 1.1% of 
GDP in 2011. France expects that the pension reform will have significant effects even 
over the medium term: it will reduce the public deficit by about 0.5 percentage points of 
GDP by 2013. 
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Table 1. Major consolidation measures 

Billions EUR (% of GDP1) 

  2011 2012-14 
Expenditures  24.5 

(1.23) 
11.5 

(0.52) 
1. Operational measures  7.0 

(0.35) 
1.5 

(0.07) 
– Public consumption Real government spending will be frozen for the three-year period 

spanning 2011-13 (excluding interest payments and state employee 
pensions). 
The increase in overall nominal public spending growth will be limited to 
0.8% from 2011-14. 
Central government current expenditure will be cut 10% over three years, 
starting with 5% in 2011. 
Nominal freeze on operating transfers from central to local governments. 
Freeze on nationwide safety and other regulatory norms. 

7.0 
(0.35) 

 

– Wages The underlying base for public sector wages will be stable in nominal terms 
in 2011   

– Staffing In the next three years, only one out of two retiring state employees will be 
replaced, leading to a projected 97 000 public job cuts  

1.5 
(0.07) 

by 2013 
2. Programme measures  17.5  

(0.88) 
10 

(0.45) 
– Withdrawal of stimulus 

measures  15.0  
(0.75) 

 

– Health Spending rule for healthcare expenditures (ONDAM) 2.5 
(0.13) 

 

– Pension reform Net consolidation effect  10 
(0.45) 

by 2013 
Revenues  21.5  

(1.08) 
9 

(0.40) 
– Income tax Increase in the top income tax rate from 40% to 41% 

10.0 
(0.50) 

 
– Real estate gains tax Capital gains tax on real estate to rise from 16% to 19%  

 Tax from capital gains and dividends on securities to rise from 18% to 19%  
– Bank tax A tax on banks is introduced 0.5 

(0.03) 
 

– Tax expenditures Reduction in tax expenditures 11.0  
(0.55) 

9 
(0.40) 

3 per year 
2012-14 

1. OECD calculations using OECD forecasts of nominal GDP. 

Source: “OECD Fiscal Consolidation Survey 2010”. 

Pension reform 

France’s legal minimum/standard retirement age will gradually increase from 60 to 
62 years by 2018. The full pension benefit age will increase from 65 to 67 years by the 
same date. This increase, combined with a rise in the required number of years of 
contribution to claim a full pension benefit (from 40.5 to 41.5 years) will provide 
incentives for people to work longer. These incentives will be reinforced by a new 
financial incentive scheme for every company to hire unemployed workers aged over 55. 
Pension privileges for civil servants will be gradually phased out, and social contributions 
will be aligned to those in the private sector. The age of retirement will rise by four 
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months per year, which is very fast compared to international standards according to the 
authorities. 

4. Institutional reforms 

Four working groups were set up in 2010 to recommend ways to restore balance to 
France’s public finances. The groups were deemed to be trans-partisan and were 
comprised of government, parliament, private sector and community officials. The groups 
provided recommendations for controlling local authorities’ expenditure, improving the 
management of healthcare spending, and handling the increasing social security debt. A 
fourth group was responsible for proposing a fiscal rule that would balance public 
finances. 

According to the authorities, plans are under way to reform France’s institutional 
budgeting framework. Reform would include fiscal rules to reduce public debt and would 
require constitutional reform. In one proposal, the government would be required to set 
out a binding five-year strategy for reducing the structural deficit from 2012, and set a 
date for returning to balance. 

Table 2. The government’s fiscal consolidation plan 

% of GDP 

Fiscal consolidation  2010 2011 2012 2013 2014 
Consolidation path  2.3%   3.2% 
Total deficit(-)/ surplus(+) -7.7% -6.0% -4.6% -3.0% -2.0% 
Total level of debt 83.2% 86.1% 86.7% 86.6%  
Fiscal consolidation by expenditure reductions and revenue 
enhancements (total = 100%)           

Expenditure reductions  53%  56%1  
Revenue enhancements  47%  44%1  

Notes: The 2011 consolidation effort is based on the Multi-year Public Finance Planning Act for 2011-14, 
voted 28 December 2010. Deficit and debt figures from the January 2010 update to the EU Stability 
Programme. 

1. Data for the period 2012-14. 

Source: “OECD Fiscal Consolidation Survey 2010”. 
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