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Introduction 

 

In its recommendation of 10 March 2015, the Council of the European Union established the 

deadline of 10 June for France to outline the consolidation strategy that it envisaged to 

achieve the targets set for its public finances. 

More specifically, the Council asked France to report in detail on: i) the additional structural 

discretionary measures, representing 0.2% of GDP, adopted to ensure the achievement of 

the recommended improvement in the structural balance in 2015; and ii) the outlined key 

budgetary measures for reaching the targets in 2016 and 2017. 

This is the purpose of this report, which complements the Stability Programme submitted 

to the European Commission on 30 April 2015. 

Based on conservative growth and inflation assumptions, France will comply with the 

adjustment path recommended by the Council to bring the general government deficit 

back below 3% of GDP. After a deficit of 4.0% of GDP in 2014, the Government is forecasting 

a headline deficit of 3.8% in 2015 and 3.3% in 2016, lower than the Council’s 

recommendations (4.0% and 3.4% respectively). In 2017, the government balance is forecast 

at -2.7%, in line with France’s commitment to bring the general government deficit back 

under 3% by 2017. 

This fiscal adjustment path is based on conservative macroeconomic forecasts, as 

confirmed by the High Council on Public Finances (Haut Conseil des Finances Publiques, 

HCFP) in its opinion issued on 13 April 2015 on the Stability Programme1 for 2015-2018. The 

Government’s growth forecast of 1.0% in 2015 is therefore below the Consensus forecast, 

and was supported by a strong growth momentum in the first quarter of the year (+0.6%). 

The growth forecast of 1.5% in 2016 and 2017 is also below the Consensus forecast, which 

has been revised upward since the Stability Programme was published. 

  

                                                           
1
 Opinion no. 2015-01 on the macroeconomic forecasts underlying the 2015-2018 Stability Programme: 

http://www.hcfp.fr/Avis-et-publication/Avis/Avis-n-2015-01-relatif-aux-previsions-macroeconomiques-
associees-au-projet-de-programme-de-stabilite-pour-les-annees-2015-a-2018:  “The HCFP considers that the 
Government growth forecast of 1% in 2015, unchanged since the budget bill for 2015, is now prudent, thanks to 
a more favourable environment resulting from strong falls in both the oil price and the euro. Inflation and wage 
forecasts have been judiciously revised downwards. The HCFP considers that the growth forecasts for the years 
2016 to 2018 are prudent, despite the financial risks. They are meant to ensure the credibility of the nominal 
trajectory of public balances.” 

http://www.hcfp.fr/Avis-et-publication/Avis/Avis-n-2015-01-relatif-aux-previsions-macroeconomiques-associees-au-projet-de-programme-de-stabilite-pour-les-annees-2015-a-2018
http://www.hcfp.fr/Avis-et-publication/Avis/Avis-n-2015-01-relatif-aux-previsions-macroeconomiques-associees-au-projet-de-programme-de-stabilite-pour-les-annees-2015-a-2018
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This approach reconciles a gradual pick-up in growth with a sustainable reduction in deficits. 

The structural deficit, for example, contracted by 2.4 percentage points (pp.) between 2012 

and 2014. 

After 0.6 pp. in 2014, France will achieve a structural adjustment of 0.5 pp. of GDP in 2015. 

At the same time, measures will be introduced as part of the 2015-2017 savings plan 

alongside €4bn (0.2 points of GDP) in additional structural discretionary measures unveiled 

as part of the Stability Programme aimed at offsetting the expected negative impact of zero 

inflation in 2015. These are currently being implemented, including as part of the decree to 

cancel government appropriations published on 10 June2 and as reflected in the opinion 

issued by the Ondam (national healthcare expenditure growth target) Early-Warning 

Committee on 26 May3. 

In 2016 and 2017, fiscal consolidation efforts will continue at a pace that will underpin 

economic recovery while ensuring Government priorities are properly funded. As mentioned 

in the Council’s recommendation, any fiscal consolidation measures taken must ensure that 

there is a lasting improvement in the general government structural balance and should not 

be detrimental to the improvement of the competitiveness of the French economy. 

New structural discretionary measures to make additional savings of €5bn have been 

outlined for 2016 and will be included in the draft budgetary plans that will be presented to 

Parliament in the autumn. As is the case every year, talks are still being held with the 

relevant ministers as part of the autumn draft budgetary plan preparations to finalise the 

exact content. This report contains the broad outlines. Implementation of the savings plan 

passed as part of the Public Finance Planning Act (PFPA) will be ongoing in 2016 and 2017. 

The initial Council recommendation, which was based on a general government deficit 

forecast of 4.3% of GDP in 2014, required greater structural efforts and would have resulted 

in a growth level below 1% for a long time to come. Having already achieved a general 

government deficit of 4% of GDP in 2014, France can follow an adjustment path that will 

achieve a headline deficit lower than the deficit recommended by the European Commission 

every year. Even based on conservative assumptions, growth will be significantly more 

robust and the debt dynamics will be kept under tighter control in the short run. 

This report outlines the new measures unveiled as part of the Stability Programme that 

will enable France to keep its promises. As per the Council’s recommendation, all 

sub-sectors of general government will participate in the €4bn savings plan in 2015 and in 

the €5bn in additional structural discretionary measures in 2016. In addition, the report 

                                                           
2
 See the decree cancelling appropriations published in the Journal Officiel n°0132 on 10 June 2015, and 

available here : http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030703345  

3
 Opinion n°2015-02, available here : http://www.securite-sociale.fr/Avis-du-Comite-d-alerte-no2-du-26-mai-

2015-sur-le-respect-de-l-objectif-national-de-depenses-d 

http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030703345
http://www.securite-sociale.fr/Avis-du-Comite-d-alerte-no2-du-26-mai-2015-sur-le-respect-de-l-objectif-national-de-depenses-d
http://www.securite-sociale.fr/Avis-du-Comite-d-alerte-no2-du-26-mai-2015-sur-le-respect-de-l-objectif-national-de-depenses-d
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contains the savings measures that will be implemented up to 2017. It also describes the 

assessments underlying these measures and the legislation that will quantify them where 

appropriate. The yield of several of these measures is guaranteed by the public finances 

institutional framework and fiscal governance procedures. This is particularly true for 

expenditure categories that are subject to spending rules. Thanks to recently-adopted 

steering mechanisms, the central government has consistently achieved compliance with 

the nominal spending rules that apply and the national healthcare expenditure growth 

target (Ondam) has been met since 2010. Other measures rely on management and labour 

representatives who have a track record of maintaining the financial equilibrium of the 

schemes they are responsible for. 
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Overview of fiscal consolidation measures announced in the 

Stability Programme 

 
2015 Amount Source/Action 

Central government  0.7 – Decree of 10 June cancelling appropriations 

Central government 

agencies  
0.5 

– French Transportation Infrastructure Financing Agency’s 

amending budget of 6 March 

– General Commission for Investment’s quarterly report, Q1-

2015 

Interest expenditure  1.2 – Agence France Trésor forecast 

Social security funds 1.0 
– Opinion of Ondam Early-Warning Committee of 26 May 

– Social Security Audit Commission report of 8 June 2015 

Revenue  0.6 
– Offshore Disclosure Unit revenue recovered as of 15 May 

– Banque de France's 2014 earnings 

Total  4.0 

 
 

 

2016 Amount Source/Action 

Central govt. and central 

government agencies 
1.6 

– Budget guidelines (April) 

– Public finance policy debate preparatory report 

(beginning-July) 

Social security funds 2.2 
– 2016 draft Social Security budget preparatory 

work 

Local government 1.2 
– Update to 2016 local government expenditure 

growth target 

Total  5.0 
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A. €4bn in additional measures in 2015 

The Council recommended an improvement in France’s structural balance of 0.5% of GDP in 

2015, adding that it would require additional measures equivalent to 0.2% of GDP. The 

following measures comply with this target. 

Savings by central government and central government agencies: 

€1.2bn 

To offset the lower yield of certain savings due to the downward revision in inflation 

forecasts, the Stability Programme includes additional savings of €1.2bn in 2015, with 

central government saving €0.7bn and central government agencies €0.5bn. 

Central government savings 

A decree cancelling €0.7bn in central government appropriations earmarked for ministries 

was sent to Parliament for information purposes and was published in the Official Journal 

at the beginning of June4. The target for central government spending in 2015 will therefore 

be revised down by the same amount. These cancellations apply mainly to discretionary 

central government spending to avoid harming long-term compulsory expenditure 

(especially compensation and benefits paid by central government). In the interests of 

fairness, the underlying savings will affect all ministries. 

To fund the expenditure deemed essential to boost the security of all French citizens as part 

of the counter-terrorism plan introduced, a €308m supplemental appropriation decree was 

published on 10 April 20155 that strikes a balance between new and cancelled 

appropriations. It will help to finance almost 1,300 new jobs. The new lines of expenditure 

created by this decree have been entirely offset by the cancellation of general budget 

appropriations. They will therefore not compromise central government expenditure 

compliance with the spending rules and the fiscal adjustment path, which remains 

unchanged. 

In addition, the funding for other new lines of expenditure announced by the Government 

since the start of the budget cycle has been secured by the introduction of an additional 

freeze of €469m across all ministries which will help to boost contingency reserves and 

ensure that spending targets are met at the end of the cycle by covering both new spending 

items as well as any unexpected events. 

                                                           
4
 See the decree cancelling appropriations published in the Journal Officiel n°0132 on 10 June 2015, and 

available here : http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030703345  

5
 See the supplemental appropriation decree published in the Journal Officiel n°0084 on 10 April 2015 and 

available here: http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030464502 

http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030703345
http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030464502
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Overall, the Government has all the levers required to ensure that the budget outturn 

targets are met by the end of the year. The contingency reserves, that are used to ensure 

compliance with the central government expenditure rule, now stand at €9.3bn (including 

€8.7bn that does not apply to personnel expenditure). 

Central government agency savings 

Central government agencies will also implement additional savings measures. Some will 

have their budgets adjusted to introduce a slower pace of spending; total discretionary 

savings targeted amount to €0.5bn. 

Slowdown in AFITF (French Transportation Infrastructure Financing Agency) expenditure 

Although the Agency’s operational expenditure was scheduled to amount to €1.9bn in 2015, 

an amending budget was passed in February 2015 to reduce its appropriations by €158m6. 

Slowdown in Invest for the Future Programme’s expenditure 

Planned disbursements under the Programme include a contribution to fiscal consolidation 

efforts without reducing the Programme’s contribution to potential growth. Whereas the 

autumn Public Finance Planning Act targeted spending (in the Maastricht sense) under the 

Programme of €2.8bn in 2015, a decision was taken to shave €350m from this projection, 

resulting in €2½bn being earmarked for the Programme as part of the Spring Stability 

Programme. This cut came in addition to the €500m downward adjustment already put 

through as part of the autumn Public Finance Planning Act. 

This target factors in the latest data available. The national fund to value research, research 

in the aerospace and defence sector carried out by the National bureau for aerospace 

studies and research (ONERA), the Jules Horowitz nuclear reactor and the Cities of the 

Future programme will all spend less than forecast in the 2015 Public Finance Planning Act. 

This forecast will be confirmed in the Economic, Social and Financial Report annexed to the 

draft budgetary plan for the year pursuant to Article 8 of the Supplementary Budget Act of 

9 March 2010. 

The actual rate of disbursement is a result of the time required to select and execute 

projects. The Invest for the Future Programme consists of a very thorough selection 

procedure comprising a call for projects which are then submitted to a panel of experts. 

Furthermore, the projects funded are often for stages that come well before the production 

                                                           
6
 AFITF published an amending budget on 6 March 2015 outlining a €158m dip in operating expenditure 

compared to the initial January 2015 budget (€1.74bn compared to €1.90bn). These adjustments have been 
published on the AFITF website: http://www.afitf.net/budget-2015-a138.html. It should be noted that the 
figures use cash-based budgetary accounting. Total expenditure includes this operating expenditure and the 
compensation due to Ecomouv. This will amount to €0.5bn in 2015 compared to the €0.3bn forecast at 
beginning-2015 but was included in the 2014 national accounts and will therefore not impact the 2015 balance. 
Lastly, this amending budget was only marginally adjusted on 5 May 2015. 

http://www.afitf.net/budget-2015-a138.html


 

 

- 8 - 

phase, hence the longer timeframe. Since 2010, the rate of disbursement stipulated in the 

Budget Act is conservative, i.e. it corresponds to the maximum amount that will be disbursed 

if all of the planned projects are executed within the stipulated timeframe. In 2014, 

disbursements in the national accounts for this Programme were €0.9bn less than the 

amount earmarked in the Public Finance Planning Act passed in December of the same year. 

Lastly, the interim reports submitted to Parliament by the General Commission for 

Investment (CGI) confirm that this target is realistic7; they include total disbursements in 

Q1-2015 of €0.5bn, including €0.43bn in expenditure as per the national 

accounts definition8. 

Disbursements (in the Maastricht sense) – Invest for the Future Programme (€bn) 

€bn 
Total 

2014 2015 

PFPA 4.4 2.8 

Stability Programme  3.5 2½   

 

Debt servicing: €1.2 billion less 

The Stability Programme provides new figures for interest expenditure. Compared to the 

forecasts underpinning the Initial Budget Act, the impact of lower-than-projected yields 

will, by itself, cut the cost of the Maastricht government debt by €1.2 billion in 2015.   

The reduction is due to the sharp drop, since the end of 2014, in medium- and long-term 

yields. In the 2015 Budget Act, drawn up in October 2014, debt servicing was estimated on 

the basis of 10-year yields of 1.5% at the end of 2014 and 2.0% at the end of 2015. When the 

Stability Programme was being produced in April 2015, yields had plummeted to 0.4%, after 

having been at 0.9% in December 2014. 

The revised yield forecasts in the Stability Programme are still conservative and consistent 

with macroeconomic projections. They are based on the gradual increase in long-term, 

especially 10-year yields, estimated at 1.2% at the end of 2015 in the Stability Programme, 

giving an annual average of 0.85%. The estimate is conservative insofar as 10-year OATs 

have been issued at a weighted average yield of 0.70% since the start of the year, factoring 

                                                           
7
 See the quarterly report of the General Commission for Investment: “Invest for the Future Programme: first 

quarter 2015 financing results by operator and by action". 

8
 Total disbursements cover a wider range of expenditure than encompassed in the national accounts definition 

as loan transactions and equity acquisitions are also carried out as part of the Invest for the Future Programme. 
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in the jump in rates in recent months. Lastly, it is also fairly conservative in light of the most-

recent Consensus forecasts which project a slower rise in French yields with, for example, a 

10-year yield of 0.9% in May 2016. 
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Yield scenario (Stability Programme 2015-2019) 

 

TABLE: YIELD FORECASTS   

End of year levels 2014 2015 2016 2017 2018 

Short-term yields (3-month 
BTFs) 

-0.01 % -0.05 % 0.25 % 1.00 % 1.75 % 

Long-term yields (10-year OATs) 0.93 % 1.20 % 2.10 % 3.00 % 3.50 % 

For the record: 
Long-term yields (2014 Public 
Finance Planning Act [Loi de 
Programmation des Finances 
Publiques - LPFP]) 

1.50 % 2.00 % 2.90 % 3.40 % 3.90 % 

It should also be mentioned that low inflation plays a part in reducing interest expenditure 

in national accounting but these savings are not sustainable. As a result, the overview of 

new savings does not include this factor. Besides the €1.2 billion in 2015 under the sole 

influence of the yield curve, central government is also expected to make savings of €2.0 

billion on index-linking costs compared to data underlying the Initial Budget Act. Forecasts 

for yields on inflation-linked bonds have been slashed with inflation, within the meaning of 

the HICP (ex. tobacco), estimated at zero in 2015 (against +0.9% in the Initial Budget Act).   

Social security fund savings: €1.0 billion 

The Social Security Audit Board9 (CCSS), which met on 8 June 201510, confirmed that the 

deficit of the general social security system was €9.7 billion in 2014, a €2.8 billion 

improvement compared to 2013 figures.  

                                                           
9
 Comprised of the Minister for Social Affairs, members of Parliament, management and labour, 

representatives of social security bodies, experts and a representative from the Cour des comptes (Government 
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The 2014 deficit figure is €2 billion less than the amount forecast in the autumn, which 

provided the grounding for the 2015 Social Security Budget Act. This achievement is 

testament to the government’s expenditure containment measures which have been rolled 

out since 2012 and lends credence to the projection for 2015. 

The general social security system’s deficit should continue to fall in 2015 to €9.5 billion. It 

should stand at €13 billion if the old-age solidarity fund (FSV) is also included. The 

projections are significantly lower than those contained in the Social Security Budget Act for 

2015, by almost €1.0 billion for the general social security system and €0.4 billion if the FSV 

is included.    

€1.0 billion in savings will be made on social protection expenditure. This figure was taken 

into account in the CCSS’s appraisal and is broken down as follows:   

- €425 million in expenditure covered by the national healthcare expenditure growth 

target (Ondam). To this end, the Ondam target figure will be officially reduced in the 

section concerning the current year of the 2016 Social Security Budget Act. In its 

opinion of 26 May 2015, the Ondam’s early warning committee11 concluded that 

there was no need to issue a warning but compliance with the target set out in the 

Stability Programme should be closely monitored. 

-  €225 million by slowing the funds’ welfare expenditure 

- €250 million in social protection management expenditure. Besides the expenditure 

adjustment growth paths provided for in the Agreements on Objectives and 

Management executed in 2013 and 2014 between central government and the four 

arms of the general social security system, which have already been sent to the 

Commission, there will be additional savings in 2015 owing to a slower increase in 

the wage bill of social security bodies and heightened oversight of their operating 

budgets.     

- €100 million under the provisions of Article 19 of the 2014 Pension Reform Act. 

These estimated savings are based on behavioural assumptions that are difficult to 

predict and were therefore not factored into the Public Finance Planning Act's 

adjustment path. Insured persons who draw their pension and are then employed 

under the combined employment-retirement system (CER) now have to draw all their 

                                                                                                                                                                                     
Audit Office), the CCSS is tasked, in its June report, with examining the accounts of the general social security 
system for both the previous and current years. 

10
 See the Report of the Social Security Audit Commission of 8 June 2015, available here : http://www.securite-

sociale.fr/Article-publie-Les-comptes-de-la-securite-sociale-Resultats-2014-et-previsions-2015-juin-2015 

11
 Comprised of a member of the Government Audit Office, the Director General of Insee and an expert, the 

early warning committee on growth of healthcare expenditure issues an independent opinion on compliance 
with the national healthcare expenditure growth target (Ondam) for the current year. 

http://www.securite-sociale.fr/Article-publie-Les-comptes-de-la-securite-sociale-Resultats-2014-et-previsions-2015-juin-2015
http://www.securite-sociale.fr/Article-publie-Les-comptes-de-la-securite-sociale-Resultats-2014-et-previsions-2015-juin-2015
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pensions before starting to work under the CER system and earn no subsequent 

entitlements. Some beneficiaries will delay drawing their pension to accumulate 

more entitlements.   

Additional revenue: €0.6 billion  

STDR revenue 

The Offshore Disclosure Unit (Service de traitement des déclarations rectificatives, STDR) is 

tasked with handling the cases of taxpayers who hold undeclared funds abroad and who 

wish to comply with tax legislation.  

In 2014, the final figure for the STDR’s fiscal revenue was €1.91 billion, which topped the 

forecast of €1.85 billion set out in the Supplementary Budget Act at the year end.  

As at 15 May 2015, €994 million had been recovered since 1 January. At the same date, 

taxpayers had filed a total of 39,204 applications, only 6,087 of which have been finalised 

and the tax recovered. The average amount of assets declared under each application is 

approximately €800,000, with the average rate of taxation (taxes and penalties) being 

around 25%.  

To speed up processing of the backlog of applications, the government has introduced 

initiatives to help taxpayers submit their files more rapidly. To this end, on 1 June 2015, 

seven decentralised processing offices with a total of 60 employees were set up. As the 

STDR previously had around 100 staff, its headcount has increased by 60%12.  

The initiative should generate €0.4 billion in additional revenue for 2015 compared to the 

amount set out in the Public Finance Planning Act in the autumn. The figure should be the 

same for 2016. The STDR’s revenue target has therefore been adjusted to €2.65 billion in 

2015 and €1.8 billion in 2016.  

 

Dividends 

Central government will receive €0.2 billion more in dividends than forecast in the Initial 

Budget Act. This is mainly due to the updating of the Banque de France’s 2014 earnings.   

With a profit before tax and exceptional items of €4.8 billion, the Banque de France turned 

in net income of €2.1 billion for the 2014 financial year. On this basis, a dividend of 

approximately €1.2 billion should be paid to central government in 2015 for the 2014 

                                                           
12

 See Communiqué issued by the Public Finances Directorate General on the opening of local Offshore 
Disclosure Units, available here : http://proxy-
pubminefi.diffusion.finances.gouv.fr/pub/document/18/19293.pdf 

http://proxy-pubminefi.diffusion.finances.gouv.fr/pub/document/18/19293.pdf
http://proxy-pubminefi.diffusion.finances.gouv.fr/pub/document/18/19293.pdf
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financial year. This is almost €0.2 billion more than the forecast underpinning preparation of 

the 2015 Initial Budget Act.    

 

B. €5 billion in additional measures in 2016 

Savings on central government and central government agencies 

Central government and central government agencies will help achieve compliance with 

the public finance adjustment path by reducing their expenditure by €1.6 billion in 2016, in 

addition to the €1.2 billion in 2015 described above. The cumulative additional effort, on top 

of that set out in the 2014-2019 Public Finance Planning Act, will be €2.8 billion. 

Accordingly, discussions on how to share these additional efforts are already under way 

between the line ministries and the Ministry for Finance as part of the preparations for the 

draft budgetary plan for 2016. 

This year, for the first time, the Prime Minister sent budget guidelines to each minister on 

24 April 2015, setting out the division of the additional efforts very precisely, before the 

budget-making process starts. The guidelines are tailored to each ministry and are different 

from the general guidelines sent to ministers in previous years, which were intended as an 

initial stage in the budget-making process. 

The guidelines call for caps under the 2014-2019 Public Finance Planning Act to be raised to 

adjust for the appropriations passed in 2015 to finance the Government’s new priorities, 

such as the fight against terrorism, and lowered to adjust for the measures decided to 

finance the new priorities, such as cancellation of appropriations under the terms of the 

supplemental appropriation decree of April 2015 and the increase in the contingency 

reserve. The ministries will then have to specify the savings to be made under the new 

guidelines precisely. Generally speaking, the savings represent 1% of their payroll 

expenditure, excluding pensions, except for ministries that have added new jobs since the 

beginning of the President’s term (Education, Safety, Justice) and 3% of other budget 

expenditure and earmarked taxes for central government agencies. 

The Prime Minister has also asked each minister to take special care to ensure that all 

central government agencies contribute to efforts to achieve fiscal consolidation.  These 

efforts should lead to cuts in subsidies for public service obligations, lower caps on 

earmarked taxes subject to such caps, and, with a view to unifying and rationalising financing 

procedures, caps on all earmarked taxes, as stipulated under the terms of Article 16 of the 

Public Finance Planning Act. Special efforts are also being asked of central government 

agencies, whose total payrolls have been growing faster than that of the central government 

in recent years. The new guidelines set a target of a 2% cut in their payrolls.  
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The Prime Minister has also set tax expenditure and tax credit targets for the Government.  

Finance ministry staff and the ministries concerned discussed these targets as part of the tax 

and budget consultation process to achieve savings on public policies that are consistent 

with fiscal revenue and expenditure. 

At the end of the budget and tax expenditure arbitration process, the Prime Minister will 

send a ceiling letter to each minister setting the level of expenditures for 2016. The 

expenditure ceilings will be submitted to Parliament and made public, as they are every 

year, in the preliminary report for the public finance policy debate to be held in early July. 

Savings on social security funds 

An additional €2.2 billion in social expenditure savings will be achieved in 2016. These 

savings will stem from the following measures: 

- The national healthcare expenditure growth target will be cut to an average of 

1.75% in 2016 and 2017, for additional savings of €0.5 billion per year. Additional 

savings to meet the 1.75% target will be divided between the sub-targets of the 

national healthcare expenditure growth target by stepping up the implementation of 

the savings plan presented: taking action on drug prices and promoting generic drugs 

to stabilise drug expenditure, fighting unreasonable prescriptions, promoting 

outpatient care to reduce more expensive inpatient procedures and improving the 

efficiency of healthcare institutions’ expenditure. 

- The procedures for adjusting benefits will be reformed. There are several problems 

with the current system. Benefits adjustments are based on an inflation forecast for 

the current year, which given the volatility of consumer prices, can lead to major 

corrections the following year. Furthermore, the adjustments are not transparent 

since they are made at different dates. The objective is to harmonise the adjustment 

procedures and simplify them by using an observed indicator. The pick-up in inflation, 

following no rise in prices in 2015, could lead to lower expenditure growth in 2016. 

It should be stressed that these measures and the calculated values will be specified in the 

draft financial legislation to be passed at the end of the year, following the usual social 

security budget-making process for 2016. 
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Local government 

The 2014-2019 Finance Planning Act introduced a local government expenditure growth 

target (ODEDEL), expressed as an annual percentage growth rate. The non-binding target is 

based on 2015 data and set in consultation with representatives of the various categories of 

local government. This target helps involve local government in fiscal consolidation and gives 

them a better handle on their expenditure growth. The local finance committee assesses 

compliance with the target each year. In 2014, local government expenditure shrank by 

0.4%13, compared to the original target of 1.2% growth, given the greater than expected 

impact of the election cycle on investment expenditure. 

The Public Finance Planning Act sets a target of 1.9% growth for local government 

expenditure in 2016. This target will be adjusted to include an additional cut of €1.2 billion 

in local government expenditure, in keeping with the adjustment path under the Stability 

Programme. This decline will reflect the fact that the inflation rates observed in 2015 and 

projected in 2016 will be lower than assumed when drafting the Public Finance Planning Act. 

In accordance with the Public Finance Planning Act, the target will be broken down into 

specific targets for each category of local government. These targets will account for the 

specific characteristics of each category's expenditure and improve the steering of local 

government expenditure. Each local government will have a concrete accrual-based 

accounting benchmark for its budget growth, compared to a national growth target. This will 

also facilitate discussions with local governments about changes in their expenditure. 

 

 

  

                                                           
13

 As shown in the accrual-based general accounting system for local government; the decline of local 
government expenditure shown in the System of National Accounts was 0.3%  



 

 

- 16 - 

C. Further details about the implementation of the 2015-

2017 savings plan 

Expenditure reviews 

Even though the Public Finance Planning Act called for expenditure reviews to start in 2016, 

so that their findings could be incorporated into the draft budgetary plan for 2017, the 

Government decided to start a first set of expenditure reviews in 2015, one year ahead of 

schedule. 

This innovative move is perfectly coordinated with the budget-making process. The reviews 

supplement the different assessments of public policy efficiency, including those conducted 

as part of government modernisation. The main objective is to identify short-term and 

medium-term savings to inform the annual budget-making process, thereby contributing to 

the expected efforts regarding government expenditure. It encompasses all general 

government sectors and tax expenditures. 

The first set of expenditure reviews is currently being completed. The relevant reports will 

be submitted to Parliament before the debate on the draft budgetary plan for 2016. The 

reviews focused on several clearly identified topics, such as the financial situation of 

universities, housing benefits, postage expense control for the Public Finances Directorate 

General, health insurance expenditure on medical devices and emergency lodging. Other 

reviews looked at innovation support schemes, higher institutes of engineering, organising 

elections, tax exemptions for expenses and the real property holdings of social security 

funds. The assessments were conducted by the ministries' internal inspectorates. 

A new list of expenditure reviews will be drawn up for the next draft budgetary plan in the 

autumn, in order to continue the analysis of government expenditure efficiency in several 

key areas. 
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Social security funds 

Maintaining slower growth of healthcare expenditure 

Savings to achieve the national healthcare expenditure growth target are based on four 

main actions: developing outpatient care, improving the efficiency of hospitals’ expenditure, 

continuing efforts to lower drug prices and promote generic drugs, improving the effective 

and appropriate use of primary care and hospital treatments. These actions will ensure 

stability of drug coverage costs, control of healthcare institutions’ expenditure, with major 

savings to be achieved through rationalisation of hospitals' purchasing, and continued 

development of outpatient surgery and treatments, with the aim of using outpatient 

procedures for 50% of surgeries in 2016. 

Chart: Healthcare expenditure growth has been on or under the national target every year since 2010 

 

Preliminary issues and schedule for labour and management talks on the unemployment 

insurance scheme (Unédic) 

Management and labour representatives will start new talks at the end of 2015 as part of 

the renegotiation of the unemployment insurance agreement. 

In keeping with the guidelines set out by the Government in the National Reform 

Programme, the talks should define new benefit rules that create greater incentives to 

return to the job market to ensure the financial consolidation of the system. Further savings 

in 2016, combined with the measures under the 2014 agreement, should lead to a total 

effort of €2 billion by 2017. 



 

 

- 18 - 

The negotiations for the future agreement will be based on the assessment report that the 

unemployment insurance scheme will submit to Parliament and the Government by 

30 June 2015, as stipulated by the new governance rules under the 2014 Public Finance 

Planning Act. The report will present a three-year financial outlook for the unemployment 

insurance scheme, specifying the effects of cyclical changes in payroll employment. On the 

basis of this report, the Government will submit a report on the financial situation of 

unemployment insurance to Parliament and to the management and labour 

representatives who manage the unemployment insurance scheme by the end of 2015. 

This report will propose guidelines for renegotiating the unemployment insurance 

agreement. 

Preliminary issues and schedule for labour and management talks on supplementary 

pension schemes (Agirc-Arrco) 

The supplementary pension schemes managed by management and labour representatives 

cover 18 million employees and 12 million pensioners. They account for a large share of the 

pension system for employees and pay out nearly €75 billion in pension benefits each year. 

The management and labour representatives had already agreed to adjustment measures 

under the 13 March 2013 agreement, including an increase in contributions and expenditure 

savings on benefits and operating costs. 

In view of the risk of exhausting the schemes’ reserves, which the French Government Audit 

Office estimates could happen in 2018 for Agirc and 2025 for Arrco, if no further measures 

are taken, major savings measures will be decided upon during the talks between the 

management and labour representatives that manage the schemes. The talks started on 

17 February and should produce an agreement by the third quarter of 2015. 

Management and labour representatives’ talks in May 2015 were based on scenarios, 

including some that called for very large savings (up to €8 billion in savings by 2020 under 

the latest management proposal). 

The talks will continue, with a new session slated for 22 June. Previous talks have shown 

that the partners are capable of finding a compromise that will ensure the financial 

sustainability of the schemes. 

Local government 

The growth of local government expenditure in 2014 was lower than projected under the 

2014-2019 Public Finance Planning Act. After rising by 3.4% in 2013, total local government 

expenditure shrank by 0.4 percentage points in 2014, in contrast to the 1.2% increase 

expected under the Public Finance Planning Act. 

In addition to the usual pattern of shrinking expenditure in municipal election years, this 

outcome illustrates the impact of cuts in central government transfers implemented for the 

first time in 2014, following a freeze in the nominal value of such transfers in 2013. The 
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€1.5-billion cut in general operating grants (DGF) affected expenditure growth, especially 

since the cut has not been offset by increases in local taxes. Local taxes increased very little 

in 2014, with a limited rise in the registration duties on property sales, stemming from the 

greater powers to set tax rates granted to départements. The cap on such duties was raised 

from 3.8% to 4.5%. More specifically, there were no significant increases in property tax 

rates or residence tax rates. In addition to the cuts in central government transfers, local 

government agencies included under other local government bodies in the system of 

national accounts were called upon to achieve savings. In particular, total savings of 

€0.4 billion were called for on funds earmarked for chambers of commerce and industry and 

on the working capital of water agencies. Ultimately, the various measures concerning local 

governments helped improve expenditure containment. 

This rationalisation of local government expenditure has continued in 2015, with a further 

cut of €3.67 billion in general operating grants14. The cut is divided between the different 

categories of local governments according to their respective shares of local government 

expenditure: 

o Municipalities: - €2,071 million 

o Départements: - €1,148 million 

o Regions: - €451 million. 

The other local government bodies have again been asked to contribute in 2015, with cuts 

for chambers of commerce and industry, water agencies and chambers of agriculture 

totalling €0.7 billion. 

Furthermore, various national policies also contribute to improving local governments’ 

control of their expenditure. This is the case for payroll expenditure, with the decision to 

extend the stabilisation of the civil service pay scale in all branches of government and to 

phase out the exceptional indemnity to offset the general social security contribution by 

2017. 

Taken together, these measures point to a limited increase in local government expenditure 

in 2015. In fact, the Stability Programme calls for no increase in 2015, compared to 2014. 

This projection is backed up by various independent studies15. 

Once again, the cut in central government financial transfers has led to better control of 

local government expenditure in 2015. Local tax rate increases were limited and in line with 

                                                           
14

 All financial support for local governments, including the VAT compensation fund, was €3.4 billion lower in 
2015. 

15
 Including a survey by Banque Postale in May 2015, available here : 

https://www.labanquepostale.fr/dam/Groupe/etudes-et-publications/PDF/Finances-
locales/2015/NC_finances-locales_LBP_mai2015.pdf 

https://www.labanquepostale.fr/dam/Groupe/etudes-et-publications/PDF/Finances-locales/2015/NC_finances-locales_LBP_mai2015.pdf
https://www.labanquepostale.fr/dam/Groupe/etudes-et-publications/PDF/Finances-locales/2015/NC_finances-locales_LBP_mai2015.pdf
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the usual pattern for a post-election year. More than three quarters of local governments16 

decided not to raise local direct tax rates in 2015. This result shows that the cuts are 

sustainable and that local governments are able to adjust their expenditure to accommodate 

lower-than-expected revenue. 

In 2016, grants to local governments will be cut by an additional €3.67 billion, ensuring 

that the trend continues and that the savings made are lasting. Furthermore, the 

downward revision of inflation rate projections (1.0% increase in the HICP (ex. tobacco) in 

the Stability Programme, compared to 1.4% in the 2014-2019 Public Finance Planning Act, 

following 0.0% inflation in 2015, compared to 0.9% in the Public Finance Planning Act) will 

lead to lower levels of local government expenditure for certain items, especially for 

intermediate consumption. 

Finally, local government reform will boost efficiency gains. The elimination of the clause 

de compétence générale for départements and regions, and a clearer division of powers will 

enhance the specialisation of each level of local government and prevent costly overlaps. 

The scope and powers of intermunicipal structures will be extended substantially in 2017, 

facilitating the pooling of services and reducing the number of syndicates of municipalities to 

streamline expenditure at the municipal level. The creation of metropolitan areas on 

1 January 2015 and the Greater Paris Metropolitan Area and the Aix-Marseilles-Provence 

Metropolitan Area on 1 January 2016 will institute highly integrated joint structures in the 

most urbanised areas. The reduction in the number of regions from 22 to 13 on 1 January 

2016 will also produce economies of scale. 

  

                                                           
16

 Based on the Public Finances Directorate General’s analysis of the tax rates passed by half of local 
governments in the initial budgets of as of 5 May 2015. 
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