
P.1

TRAJECTORY OF PUBLIC FINANCES

NATIONAL REFORM PROGRAMME



P.2OCTOBER 2016



P.3

TRAJECTORY OF PUBLIC FINANCES : 
COMMITMENTS FULFILLED

 RESULTS FOR 2015 

 EXPECTATIONS FOR 2016 

The deficit stood at 3.5% in 2015, 0.5 points down from 2014, driven by 
the historically lowest rate of increase in public expenditure (+0.8% in 
value), compared with an annual average above 3% from 2002 to 2012. 
In addition, for the first time since 2000, the public deficit shrank along 
with the level of compulsory tax and social security contributions.

The deficit will stand at 3.3% of GDP, fully in line with the Council 
recommendation of 2015.
Compulsory tax and social security levies will fall by 0.2 point  
(to 44.5% of GDP), due to “competitiveness” measures aimed at 
lightening the burden on businesses.
As a response to weak inflation, a plan for a further €4bn in cost 
savings has been established to allow the rise in public expenditure 
to be kept to +1.4%.

INCREASE IN PUBLIC 
EXPENDITURE :

+0.8%
IN 2015

FALL IN THE LEVEL OF 
COMPULSORY LEVIES 

-0.2
GDP POINT IN 2016
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 THE 2017 FINANCE BILL 

GENERAL DEFICIT OF 

3.3% 

IN 2016

2.7% 

IN 2017

The 2017 Finance Bill specifies a public deficit equal to 2.7% 
of GDP, a figure fully in line with the Council recommendation 
(2.8%). These projections are based on macroeconomic forecasts 
(growth of 1.5% in 2016 and 2017) only marginally higher than poten-
tial growth.
Regarding 2017, the government has decided to make a few adjust-
ments since the stability programme of last April 2016, notably in 
order to finance its priorities (security, education, employment). 
Specifically, the priority assigned to security since the terrorist 
attacks of 2015 and 2016 has taken practical form in increased 
resources and manning for defence, police, gendarmerie and the 
courts at a total cost of €2.7bn. However, taken together, these new 
decisions preserve the overall balance of the 2017 budget since they 
are fully funded and the commitment to bringing the deficit down 
to below 3% will be met.
The rate of growth in public expenditure will be kept to +1.6% by conti-
nuing the implementation of the cost savings plan across all public 
departments and agencies.
In particular, the general social security regime will be in balance 
in 2017 (for the first time since 2001). This has been made possible by 
structural reform throughout the social security system: changes in 
pension and family policy, a move to outpatient treatment, hospital 
efficiency, and promoting concern for appropriateness of treatment, 
as well as keeping prices under control for health products and deve-
lopment of generics.
The national debt will be stabilized at 96.0% of GDP by the end 
of 2017, below the ceiling of 100 GDP points, and will then begin 
to decline. Total tax and social security levies will represent 44.5%  
of GDP.



 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 coope-
ration 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 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, particular-
ly 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 agree-
ment was concluded by the social partners on the AGIRC-ARRCO 
supplementary pension schemes. These provisions should gene-
rate €6 billion of savings by 2020.
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 AN AMBITIOUS REFORM PROGRAMME, 

 FULLY COMPLIANT WITH THE RECOMMENDATION ADDRESSED  

 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 
is in line with the commitments detailled in the National Reform Programme 
(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 regula-
tions 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.

OUR REFORM PROGRAMME



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 and the recent 
ratification of the Paris Agreement by the EU strengthen, 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” law has 
just been promulgated, with three key focuses: better transit of public and 
semi-public data (stimulating innovation and generating value), online consu-
mer protection, and digital accessibility. It extends at national level the ambi-
tious digital policy that is being put in place at EU level. The intense dialogue 
with the Commission during last months has made it possible to ensure the 
consistancy of the initiatives adopted at both levels (national and european).

 REFORMS IN THE 2017 FINANCE BILL 

The Finance Bill continues the roll-out of an ambitious 

programme of reform, the core measures of which are: 

• Further reductions in the level of contributions payable 

by the self-employed in 2017 along with a cut in the rate 

of corporate tax to 28% for SMEs for the first €75,000 of 

net earnings. It also further entrenches this approach by 

increasing the level of the Competitiveness and Employ-

ment Tax Credit (Crédit d'impôt pour la compétitivité et 

l'emploi – CICE) to 7% on wages paid in 2017 and, over the 

period to 2020, gradually reducing the corporate tax base 

rate to 28% for all companies.

• A series of provisions aimed at strengthening efforts to 

counter fraud (especially with regard to social security 

contributions) and tax optimization schemes (notably in 

relation to the wealth tax (ISF).

• Unprecedented modernization of income tax collection 

by implementing a pay-as-you-earn system. This major 

reform, which has been announced and postponed regu-

larly over the last 50 years, will be implemented on 2017 

incomes. It will represent a major turning point. By elimi-

nating the twelve-month lag between receipt of income 

and payment of tax, pay-as-you-earn will allow taxation 

to adjust more rapidly to changes in the circumstances 

of our citizens in a society where individuals’ lives and 

career paths are less and less linear. Such adjustment will 

be automatic for the taxpayer and implementation will 

be made straightforward for companies by the present 

roll-out of the personal social security declaration (Décla-

ration Sociale Nominative – DSN), a far-reaching simplifica-

tion measure.

• The Finance Bill provides for a fourth consecutive reduction 

in income tax rates, helping reinforce the progressive charac-

ter of the tax. It will also help strengthen national solidarity 

by simplifying and modernizing access to welfare benefits. To 

achieve this, the calculation procedure for the basic welfare 

benefit (Revenu de Solidarité Active – RSA) has been revised to 

make it easier to understand for its recipients. The in-work 

premium has also been reformed in order to facilitate the 

return to the labour market and to simplify official proce-

dures for the self-employed. Lastly, procedures for those 

with major disabilities will also be simplified. These changes 

are also part of a wide-ranging move towards paperless offi-

cial procedures. They go hand in hand with efforts to rein-

vigorate policies encouraging the return to work conducted 

in partnership with local government in local Departments 

prepared to adopt this approach.
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Opening up the market for goods and services 
helps strengthen competition, as the European 
Commission regularly underlines it in its various 
communications notably 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, produces now 
its full effects, which deepens the modernization 
of the French economy by eliminating obstacles to 
growth, particularly regulatory brakes. All its provi-
sions are already effective and implemented on the 
ground, the most emblematic being:

• freedom to open coach services (ef fec-
tive from August 2015). This has allowed 3.7 
million additional passengers to travel by 
coach over the last year, linking 180 towns 
and cities, and has already created over 1,500 
direct jobs ;

 FREEING UP ECONOMIC ACTIVITY 

 IN GOODS AND SERVICES 

FOCUS 1

• shorter waiting times and lower costs for 
driving tests by expanding the supervised 
driving scheme and outsourcing applicants’ 
theory tests.

• Additional options for Sunday and evening 
opening for shops. The legislation has already 
led to the creation of 21 international tourist 
zones (12 of which in Paris), and the number 
of Sundays on which shops can be authorized 
to open by local mayors has risen in 43% of 
the 70 largest French cities.

• reform of regulated legal professions (nota-
ries, bailiffs, commercial court clerks, official 
auctioneers and court-appointed administra-
tors and liquidators) by modifying fee scales to 
make them more transparent and reflect costs 
more faithfully, plus freedom for new profes-
sionals to set up shop, for the greater benefit 
of economic activity. This is fully in line with the 
priority set by the European Commission to 
promote an effective single market of services. 
Specifically, the creation of 1,000 new offices 
has been authorized to allow an extra 1,650 
notaries to provide services in the next two 
years. In addition, the creation of a category 
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THE BILL ON TRANSPARENCY,  
PREVENTION OF CORRUPTION AND 
MODERNIZATION OF THE ECONOMY

This Bill, to be adopted in the autumn,  

has three core aims:

• To upgrade France’s legislation in line 
with the best European and international 
anti-corruption standards. 
The law will create a French anti-corruption agency 

tasked with building a national strategy against corrup-

tion and with issuing recommendations to public agen-

cies and private companies on procedures to prevent 

breaches of probity. In addition, the prosecution of 

corrupt acts will be facilitated, including where the 

context is international (creation of an offence of 

influence-peddling involving foreign public servants).

• To enhance transparency. 
Before lobbyists can make contact with public autho-

rities they must be placed on a computer register 

managed by the High Authority for Transparency in 

Public Life (Haute Autorité pour la Transparence de la Vie 

Publique – HATVP).

In addition, whistle-blowers will enjoy greater protec-

tion and may receive financial assistance if they suffer 

serious financial prejudice due to the revelation of 

information in the public interest.

Lastly, large corporations must make public detailed 

information on the tax paid on their profits in order to 

restrict their options for aggressive optimization.

• To modernize economic activity. 
The Bill aims to smooth companies’ pathway to 

growth. Additionally, it does not only stimulate the 

financing of activity in the real economy (e.g. the social 

and inclusive option of sustainable development 

savings accounts, greater flexibility for investment by 

pension funds). But it also strengthens the protection 

of consumers and savers (e.g. a ban on advertising for 

websites devoted to trading in high-risk derivatives). 

The Bill also empowers general meetings of sharehol-

ders to examine the compensation of corporate senior 

management.

of multi-professional company now allows 
members of different legal and accounting 
professions to group together to provide their 
services via a single entity.

• giving employees a stake in the success of 
their companies, by encouraging the deve-
lopment of employee shareholding, redu-
cing 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 presen-
ting a credible plan to restore the company’s 
activity, and with certain commercial courts 
being specialized in the most important cases 
of struggling businesses.

• simplifying 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.
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Brick by brick, we carry on building a French form 
of “flexicurity”, coupling greater ability and flexibi-
lity for businesses to adapt to changing conditions 
with, at the same time, greater employee protec-
tion during career changes, including periods 
of unemployment. To do so, we are drawing on 
social dialogue as it is the most effective long-term 
method, ensuring the greatest possible ownership 
of reforms by all stakeholders.

 
The 2013 Act on job security 
strengthened the ability of 
businesses to adapt through an 
ambitious simplification of the 
use of partial unemployment, 
s i m p l i f i e d  a n d  s e c u r e d 

procedures for redundancy plans, and the 
possibility to adapt salaries and working hours by 
negotiation in the event of economic difficulties. 
The possibility to negotiate employment protection 
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.

Job  
Security  

Act

Reform of 
vocational 

training

2013 2014
Social dialogue  

and employment  
Act

2015
Growth, Activity 

and Equality of economic 
opportunity Act

2015

 ENSURING JOB-RICH ECONOMIC GROWTH 

FOCUS 2

The August 2015 Act on social 
dialogue and employment 
strengthened the effectiveness 
of social dialogue in businesses 
by rationalizing the rules and 
adapting them to the size of the 

companies. Social dialogue will thus be simpler and 
more effective, with less numerous obligations and 
forums (merging of 17 annual reporting / consulting 
requirements into 3 obligations, and 8 annual nego-
tiating requirements into 3 negotiations). In parti-
cular, the 50-employee threshold effect is reduced: 
firstly, the company manager has the option of 
setting up a single staff delegation that includes the 
Committee on Health, Safety and Work Conditions 
(CHSCT); secondly, it is possible to merge the three 
bodies representing the staff by collective agree-
ment. This is essential, particularly to foster growth 
and quality of social dialogue within SMEs.
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The 2015 Act on growth, acti-
vity and equality of econo-
mic opportunity also reforms 
employment tribunals. This 
major reform will speed up 
judges’ decisions and make them 

more predictable and less costly to businesses 
and employees. Besides, guidelines have been 
introduced in 2016 for the awards decided by 
employments tribunals, implemented through a 
scale based on the length of employment. Other 
measures continue to further secure redundancy 
procedures, particularly as regards the terms of the 
obligation to redeploy staff in foreign subsidiaries.

The Labor Law promulgated in 
August 2016 fully modernizes 
the labour market. It creates a 
complete new architecture for 
the French labour code that 
expands the role of collective 

bargaining as a source of law. The new code will 
make distinctions between general rules that 
must apply to all, rules open to negotiation by the 
social partners in connection with in-company or 
sector agreements, whose scope is broadened, 
and rules that apply if the social partners are 
unable to reach an agreement (“supplementary 
rules”). As soon as january 2017, this new architec-

Entry into force of the 
new unemployment 

insurance convention

FALL 2016
Effective application  

of almost all the 
provisions of the Labour

Promulgation of  
the Labour bill

1ST JANUARY 2017SUMMER 2016

ture will apply in particular to working time. In two 
years a committee of experts set up by the Act will 
submit to Parliament its proposals for a complete 
overhaul of the French labour code.
One of the core objectives is to make social 
dialogue more efficient. To that end, the legi-
timacy of in-company agreements will be stren-
gthened by generalizing agreements approved by 
a majority. Where the signatory organizations are 
unable to reach the 50% threshold but represent 
at least 30% of total votes, they will be able to ballot 
the workforce in order to validate an agreement. 
In decentralizing social dialogue better consider 
the specificities of individual companies, the legis-
lation ultimately ensures greater flexibility for 
the preservation and expansion of employment. 
By enhancing forward visibility for businesses, 
especially SMEs, the law also reduces the factors 
holding back the hiring of workers on permanent 
contracts by setting out clearly the grounds for 
redundancies.
Finally, the law creates new safeguards for all 
workers, whether salaried or self-employed, and 
for those furthest from employment, especially 
unqualified young people. Specifically, it creates 
a personal employment account (Compte Person-
nel d’Activité – CPA). This is a universally applicable 
scheme that combines individual rights which 
each person can invoke at his or her discretion 
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(an entitlement to training in particular) and which 
they retain even if they change employer. The CPA 
guarantees portability for these rights even 
where workers alternate between a number of 
different employment types.
The CPA will also make it possible to guide towards 
vocational training those with inadequate initial 
levels of training. For example, young people 
under 25 who have left the educational system 
without qualifications will be entitled to a training, 
free of charge, leading to qualification. For unqua-
lified workers, the training entitlements each year 
will be raised to 40 hours (compared with 24 for 

other workers), with a cumulative cap at 400 hours 
(against 150 hours for other workers) in order to 
facilitate access to qualifying training.
The law also generalizes the “youth guarantee”, 
an entitlement available to young people aged 
between 16 and 25. This entitles them to a month-
ly allowance (€462 maximum), in an amount linked 
to their level of income, if they undertake to fulfil 
the commitments given as part of their contract-
based assisted pathway to employment and 
personal autonomy. This measure helps maximise 
the effects of the initiatives taken at EU level to 
fight youth unemployment.

FOCUS 2

Almost all the provisions of the labor law (new architecture  
for the French labour code applied to working time,  

setting out clearly the grounds for redundancies,new protections 
for workers) will be taking effect from January 2017.
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 THE RESULTS ARE HERE TO SEE 

P.13

Business confidence is at  
a five-year high, up 10 points 

over the last 2 years.

The margin of businesses 
has grown by 2 points since 
the beginning of 2014, thus 

erasing two thirds of the 
fall since the 2008 crisis.

Business investment  
has been accelerating  

(+4% in 2016), as well as 
jobs creations (+120 000 
over the last 12 months).

Export market shares 
have been stabilized, 

and the current 
account is balanced.

Since the end of 2012, the rise in labor costs, 
measured by unit labor costs, has been 

contained at 0.9% in France, compared to 
2.6% across the eurozone. The labor costs are 

now lower than in Germany in industry.

Two thirds of redundancy 
plans are now the subject of 
majority-approved collective 
agreements, and the number 
of disputes has been reduced 
three-fold (from 25% to 8%).

R&D spending has grown constantly 
(2.2 GDP points in 2015), and businesses 
have never made such a large effort in 

the past (1.5 GDP points in 2015).

Inequalities 
fell -6% in 2014 

compared to 2012.
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