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The French economy has many strengths, including its institutional framework, the top-rate infrastructure across its
territory, its financial system, the quality of its workforce and its positive demographic trends, and its productivity per
hour worked is one of the highest in the world. All those aspects are essential for its competitiveness and thus growth,
both now and in the future. However, those unquestionable qualities cannot mask considerable economic challenges.
France knows that it needs to address them; it continues, and will continue to undertake ambitious reforms .

For example, the competitiveness of businesses has gradually worsened since the early 2000s, leading to a slump in the
margins of companies and a fall in our export market share. Over the same period, control of our public expenditures
has been insufficient, to the extent that they represent a very considerable portion of national wealth, which limits the
government's room for manoeuvre. These developments limit France's ability to build on its strengths. France's economic
agenda therefore aims to curb those imbalances with determination so as to create the conditions for a sustainable, fair
and job-rich growth, in-line with the “Europe 2020” strategy and the economic and social goals that it lays down.
Moreover, the coordination of economic policies is absolutely necessary in a monetary union, and the aim of this national
reform programme is also to serve as a basis for debate in the framework of the European Semester.

France is therefore implementing a long-term reform strategy, undertaken in consultation and in a spirit of social dialogue
that contributes to generating and strengthening the economic recovery in France and the eurozone. The approach was
deliberately chosen not to be a sharp break-away; on the contrary it involves generating momentum through a series of
targeted, coordinated and effective reforms that all have one ambition: modernizing, simplifying and freeing up economic
activity, so that it can restart fully and sustainably. The public finances strategy ensures that the public deficit falls back
below 3% of GDP in 2017. It is described in the stability programme, while the economic reform strategy is detailed in
this national reform programme. The latter is implemented through determined efforts, especially as regards price
competitiveness, with reduced employer contributions and taxes, as well as non-price competitiveness with simplification
of administrative procedures, the repeal of unnecessary regulations that are a barrier to activity, support for investment
and innovation, and improved functioning of the labour market. Above and beyond the strategy to restore business
competitiveness, the government's reform agenda (http://www.gouvernement.fr/agenda-reformes) includes two other
priorities: combating inequality and preparing for the future. Fighting inequality is vital, especially as the financial crisis has
contributed to increasing precariousness, which in turn affects economic activity. Preparing for the future is just as
important, as the strength of our economy will increasingly reside in its ability to prepare, in particular, for ecological and
demographic challenges. In that respect, the French agenda is fully consistent with the European one.

The first results are already being felt. The current account deficit has thus got smaller, representing only 1.0%
of GDP as of 2014, while the rate of taxes and contributions paid by businesses began to fall the same year. The
margin of businesses, for its part, is set to increase considerably in the first half of 2015 thanks to control of the
cost of labour. And, after three years of stabilization, foreign direct investment decisions in France increased by
8% in 2014, which is a sign of improved attractiveness.

Overall, these reforms should strengthen the French economy's potential and long-term resilience. In october 2014, the
OECD assessed the impact of the reforms already undertaken at 3 GDP points in a 10 years' time horizon. Taking into
account all our reforms, including those which will be undertaken by early 2016, ongoing assessment work
suggests that the impact should be at least around 4 GDP points by 2020, with significant effects on short-term
potential growth. Between 800,000 and 900,000 additional jobs would thus be created. This assessment encourages
us to continue determinedly along the same lines; indeed, almost half of that impact on GDP will come from ongoing or
future reforms.

For the government, bringing about far-reaching reform aims to address several essential requirements.
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IMPROVING BUSINESSES’ PRICE COMPETITIVENESS
The government is making unprecedented efforts in this area. For example, the Competitiveness and Employment Tax
Credit (CICE) and the Responsibility and Solidarity Pact represent a ⇔40 billion reduction in taxation and labour
contributions by 2017. Moreover, those sums are funded primarily by savings on expenditure. This government choice
responds to a major desire: supporting businesses, whether they be large, small or medium-sized, to enable them to
recover their margins, invest and innovate more, and create jobs.

Almost €25 billion have so far been adopted and are in effect on 1 January 2015. Another €8 billion will be adopted in
the 2016 Finance Bill, including nearly €5 billion from new reductions in social security contributions. These reduced
taxes and contributions will have significant effects on the cost of labour, particularly in high added value industries and
services. The Responsibility and Solidarity Pact also provided a negotiating framework for businesses and social partners,
to ensure that the growth of businesses’ margins can support jobs and investment (almost half of employees are already
covered by branch agreements in this framework).

In this framework, since 1 January 2015 and the implementation of the first pillar of the Responsibility and Solidarity
Pact, the threshold of 20 employees that determined the rates of social security contribution relief for low salaries was
repealed, lifting a barrier to the growth of very small businesses.

These measures have now produced concrete results: from 2014, the hourly cost of labour has fallen below that in
Germany as far as industry is concerned. And, more generally, the increase in labour costs has been contained at 0.8%
in France since the end of 2012, compared to 2.4% in the eurozone as a whole.

SIMPLIFYING ADMINISTRATIVE FORMALITIES FOR BUSINESSES
The issue has long been known: the complexity (including administrative procedures and unnecessary standards) causes
additional costs for businesses, impacts the business climate and leads to inefficiencies that, in the long run, harm
consumers, affect jobs and undermine economic activity. The work carried out at European level on simplification has
played a major role in this area, fostering necessary awareness in Member States. The government is convinced of the
need to take action in this area, and in January 2014 it created the Business Simplification Council, an independent
body co-chaired by a member of parliament and a business leader. Every six months, the Council announces new
simplification measures and assesses those which have already been announced.

Its essential work has already made it possible to implement simplifications in several areas. Examples include the
generalization of the principle of “silence means consent” for government procedures (a major shift in the French legal
system), publication of tax rules on set dates, more flexible labelling requirements for the recycling of manufactured
products, simplification of the transfer of headquarters for small businesses, repeal of the system of double collection of
VAT on imports, and simplified construction standards (lifts, heat efficiency, parking, bicycle storage). The impact
associated with the measures adopted so far is estimated at €3.3 billion, half of these gains benefiting businesses. The
concrete implementation of the simplification measures is moving forward fast, and the Government, committed to
working quickly and efficiently, is using the whole range of legal instruments available, including acts, orders, and decrees.

Measures to be implemented by early 2016 include breaking down barriers to learning, reducing the time-frame for the
issue of planning permission to five months, simplified access for SMEs to the 20,000 public tenders organized by the
government every year, expanding the principle of “silence means consent” to the procedures of local government and
public service agencies, 100% online administrative procedures, a single digital ID for all the administrative procedures
of individuals, the single declaration for all social data (DSN), and a single permit for environmental authorizations. The
“tell us just once” initiative, designed to avoid requiring multiple declarations of the same information to the administration
will be rolled out generally in 2016.

Simplification is continuing, with the bill on growth, economic activity and equal economic opportunity, which will
be adopted by the summer. The bill implements the latest measures proposed by the Simplification Council. These
measures seek to speed up planning and building projects and to simplify tax issues and workplace health obligations.
The bill should also enable the switch to paper-free operations for all administrative procedures, the reduction of statistical
obligations for companies with fewer than 10 employees and the opening of all company types for legal professions. All
these measures are essential and will contribute to liberating activity and supporting the vitality of companies. They will
be followed by further simplifications on a regular basis.
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ADAPTING REGULATIONS ON THE GOODS
AND SERVICES MARKET
Opening up the goods and services market is an essential instrument for the growth of businesses, competitiveness, and
economic activity in France. Certain excessive regulations generate additional costs in sheltered sectors of the economy
which, on the one hand, harm the purchasing power of households, and, on the other, end up weighing on the external
competitiveness of the economy. Since 2012, the Government has taken steps to promote a better functioning of markets
and increased competition across the economy, including rail, regulated gas tariffs, healthcare, opticians, banking and
insurance, and taxis. Moreover, the French Competition Authority has received greater powers, the 2014 act on trade,
crafts and very small companies streamlined commercial exploitation authorization procedures the consumer act
brought in class actions and broke up the monopoly of pharmacies for the distribution of certain products, including
cleaning products for glasses and contact lenses and pregnancy tests. New provisions are in the process of being
implemented. In the energy sector, for example, the bill on the energy transition for green growth, which is being
examined by Parliament, will bring in a reform of regulated electricity tariffs to take into account the expected
convergence of tariffs with the introduction of the “addition of costs” principle for energy tariffs..

The bill on bill on growth, economic activity and equal economic opportunity aims to improve the functioning of
transport services (opening of the coach travel market, conditional transfer of airports to the private sector), retail (with more
power given to the French Competition Authority to limit the association of buying groups in large-scale distribution or
require the sale of retail outlets where an excessive local concentration damages competition), and regulated professions
(by linking tariffs to costs and a principle of increased freedom to set up and open practices), as well as loosening the
conditions governing Sunday and evening opening of shops. The bill also provides for a reform of commercial courts to
enable a comprehensive, more efficient processing of the most important cases. The bill on justice for the 21st century
will supplement that reform, increasing the professionalization and deontological obligations of commercial courts.

Early this year, the government also received Parliament's consent to reform contract law by order, which will help
profoundly modernize business law and bring it up to the standards of the best European laws. That text, which is
currently in a consultation phase, will be published in 2015.

Lastly, this momentum will continue with a new bill on the digital sector, developing trades linked to the use of open data,
especially those in the public domain, as well as specific measures to support entrepreneurs and SMEs. The government
will be organizing an economic and social conference on this theme in June to discuss means of supporting very small, small
and medium-sized enterprises, such as access to public tenders, tax issues and simplifying labour law and regulations.

INVESTING AND SUPPORTING INNOVATION
Investment is an essential instrument for the recovery in the short term and the potential of our economy in the medium
term.On 8 April 2015, the government announced strong measures aimed at supporting public and private investment
in the short term, so as to consolidate and amplify the economic recovery. Those measures included an exceptional
authorization of higher rate of amortization of 40% for productive investments subject to degressive amortization made
between 15 April 2015 and 14 April 2016. This time-limited measure will maximize the macroeconomic effect while
spreading its fiscal cost over time. On 29 August 2014, the government also announced a plan to support the
construction of new housing, with measures to simplify construction rules to cut costs, increase the availability of new
intermediate-cost and social housing, and free up land for the construction of homes.

These two support initiatives in the last year supplement a determined policy to foster investment, innovation and R&D.

Fostering financing of SMEs

Since 2008, the financing of businesses has generally been better ensured in France than in many other European
economies, largely thanks to the stability of the financial system as well as the use of specific instruments. The government
thus created Bpifrance, which offers a range of tools to support SMEs and intermediate-sized enterprises that can take
the form of advances reimbursable in the event of success, zero-interest loans, equity participation or even subsidies. In
2014, Bpifrance granted €12.5 billion of financial support to more than 15,000 SMEs and a third of French intermediate-
sized enterprises (more than 1600). Support for financing of innovation also involves creating the conditions for greater
involvement of private investors (supplementary pension funds and insurance companies, for example).
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Creating an ecosystem to foster innovation

Competitiveness clusters bring together small and large companies, research laboratories and higher education
establishments in a given area and around a given field. Each cluster is committed to a performance contract, laying down
the development of closer ties with technology transfer players and better support for SMEs in access to financing,
international expansion and strengthening of skills. The most recent surveys (October 2014) highlight that SMEs and
intermediate-sized enterprises belonging to a competitiveness cluster have spent more money on R&D than similar
businesses not belonging to a cluster, with a significant impact on jobs.

In parallel, access to very high-speed Internet will be ensured across France by 2022, in order to enable the development
of innovative, high-performance economic activities throughout the country (the “Very High-Speed Broadband for France”
plan, deployed since 2013).

Promoting financing of innovation

A broad range of tools is used, from general financial support, such as the research tax credit, the innovation tax credit
(for SMEs) and exemptions for innovative start-ups, to project-specific financial assistance, as provided by the Investments
for the Future Programme (programme d’investissements d’avenir, PIA), which has a total budget of €47 billion for its
first two phases and has helped to establish strong governance of financing of strategically important projects. A third
phase of this programme has been announced by the President of the Republic, extending its financing and impact
beyond 2017. Preparatory work is underway, led by the General Commission for Investment and the Ministry of the
Economy. The PIA will remain focused on innovation and the digital sector, modernization of French industry, the
ecological and energy transition, research and training. The PIA must now be linked more closely to European initiatives,
especially the investment plan launched by Jean-Claude Juncker.

Structuring promising sectors

To promote the emergence of globally competitive French leaders in strategic sectors, the government has drawn up 34
plans for the new face of industry in France. The plans will be grouped into a small number of “solutions” that are clearer
to an international audience, with a view to boosting attractiveness and exports. The “Factory of the Future” plan (which
resembles Germany’s “Industrie 4.0” initiative) will be developed and focused on, with the aim of helping each industrial
enterprise to transform its economic model via digital technology.

Use the potential offered by the Juncker plan to extend the efforts made at national
level and boost the impact on the economy

The French government was one of the first to call for investment to be placed at the heart of the European agenda. It
therefore fully supports the Juncker investment plan and is working to ensure that the proposed regulation creating the
European Fund for Strategic Investments (EFSI) is adopted rapidly. The second half of the year should see the first
projects launched. In this context, it has undertaken to provide support of €8 billion in co-financing via Bpifrance and
Caisse des Dépôts. This will help to strengthen the impact of the European plan, particularly in the priority fields of the
ecological and digital transitions. France has started to plan joint projects with several European partners to ensure that
the investment plan is launched quickly and has maximum impact.

All the measures introduced at national level have enabled investment in France to remain relatively strong in the past few
years. Moreover, research and development in France has gained momentum since 2008 and brought France closer to
the target in this area under the 2020 strategy.

IMPROVING THE FUNCTIONING OF THE LABOUR MARKET
France has faced persistently high unemployment for the past 30 years, which means it is necessary to re-think
employment policy to make it more effective. Government action is structured around several complementary areas,
with the overall aim of facilitating professional development and increasing effective security for employees.

Enhancing and decentralizing social dialogue

The job security act of 14 June 2013 was a breakthrough, as it introduced a French form of flexi-security. New rights for
employees have been set up and companies’ capacity for adaptation was increased through an ambitious simplification
of part-time activity, a reform of collective redundancy procedures and the possibility of adapting salaries and work hours
by agreement in the event of economic difficulties. On 3 April, the government launched an evaluation of this act with
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the social partners. This evaluation will continue until the end of May, clause by clause, and the government will then take
the decisions needed to improve the effectiveness of this act, for example by relaxing employment maintenance
agreements, so that they are more widely used. These decisions will be introduced by amendment into one of the acts
being examined in Parliament, to ensure they enter into force rapidly.

In addition, although no agreement was reached during the cross-sectoral negotiations on the subject, on 22 April the
government will present a bill onmodernizing social dialogue, whichwill be discussed by the National Assembly before
the summer. The aim is to increase the effectiveness of social dialogue in companies by rationalizing the rules, adapting them
to the size of the companies and giving companies greater leeway with regard to collective agreements. Social dialogue will
thus become simpler and of higher quality, with fewer obligations and bodies (grouping the 17 annual information and
consultation obligations into 3 and the 8 annual negotiation obligations into 3 major sets of negotiations). In particular, the 50-
employee threshold effect will be reduced: firstly, the companymanager will have the option of setting up a single staff delegation
that includes the Committee on Health, Security and Work Conditions (CHSCT); secondly, it will be possible to merge the
three bodies representing the staff (Staff Representatives (DP), Works Council (CE) and CHSCT), by collective agreement. The
government believes that improving the quality of social dialogue will help companies to become more competitive.

The Prime Minister has also just given Jean-Denis Combrexelle, chairman of the social section of the Conseil d'État, the
task of assessing the legislative changes needed to expand the role of collective agreements in our labour law, particularly
at company level. The goal here is not to content ourselves with technical adjustments to the current legislative framework,
but to come up with an ambitious plan to thoroughly modernize our system of social relations and related practices. The
government will hold another social conference devoted to this topic in the autumn.

As a whole, these reforms are part of a continuous process of profound transformation of the labour market and the nature
of social dialogue, which must be enhanced at both sector and company level.

Increasing career flexibility and security through individualized rights

Recent advances have simplified the legal framework (simplified dispute procedures, amicable termination of contracts,
mass redundancy plans agreed jointly, out of court, within a strictly regulated time frame). The growth, economic activity
and equal economic opportunity bill supplements these measures by simplifying certain obligations related to collective
redundancy and by reforming the employment tribunals, which are responsible for handling individual disputes. This
major reform will speed up judges’ decisions and make them more predictable and less costly to businesses. These
measures are accompanied by efforts to increase career security by introducing individualized rechargeable entitlements
to unemployment benefits and improving access to vocational training for those most in need of it. As of 1 January 2015,
all workers have a personal training account allowing them to receive training throughout their career.

The government aims to go further by setting up a personal activity account from 1 January 2017. This will bring together
all the entitlements acquired by a worker (personal training account, occupational risk account, entitlements to
unemployment benefits, etc.) in an account that the worker can use throughout his or her career. This account will offer
greater career security, greater mobility, and better career development prospects.

Promoting the development of vocational skills

The vocational training reform adopted on 5 March 2014 helped to reform training policy governance by strengthening
the role of regional authorities and relaxing the legal framework that companies must respect with regard to employee
training. It thus clarifies the training financing system and makes it more effective. This is also true of the government’s
policy to promote apprenticeships: apprenticeship financing channels have been simplified and the government has set
itself the target of reaching 500,000 apprentices by 2017 by offering greater assistance to businesses.

Improving incentives for returning to work and maintaining employment

Many measures have been taken to increase the employment rate and limit hysteresis effects, including the introduction
of “rechargeable” entitlements under the 2014 unemployment convention and the merging on 1 January 2016 of the
earned income supplement (RSA Activité) and the employment bonus (PPE) into an activity bonus, which is simpler and
promotes activity more effectively (especially due to a monthly payment mechanism); this system is included in the social
dialogue modernization bill presented on 22 April. In addition, from 2016, the new unemployment insurance
convention will set compensation rules that incentivize people to return to work, boost career security and ensure that
the system is financially sound (€2 billion per year, taking into account the reforms launched since 2014).
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COMBATING INEQUALITY AND PREPARING FOR THE FUTURE
The government’s programme of reforms aims to establish the conditions for sustainable long-term growth. To achieve
this, we must strive constantly to prevent a rise in inequalities, which could undermine national cohesion, and to face
environmental and demographic challenges. The reforms implemented by the government are thus wholly compatible
with the targets set in the Europe 2020 strategy.

Combating inequality

The poverty rate in France is currently below the European average and, in particular, the poverty rate among elderly
people is one of the lowest in the developed world. This is the result of government action. For example, elderly and
disabled people now receive a minimum monthly income of €800.

The government will continue to take measures to support the most disadvantaged. To mention just a few examples, by
2017, those on minimum income benefits will continue to enjoy a 2% increase in purchasing power each year. In the field
of healthcare, excess fees have been capped and third-party payment will become widespread from 2017. Lastly, to
combat the root causes of inequality more effectively, particular emphasis will be placed on education and especially early
childhood. Access to education from the age of two will be expanded and early secondary education will be reformed,
to boost the success of disadvantaged pupils. A large number of measures will be implemented to support dropouts,
who leave school without an education, to guarantee their right to a second chance.

Promoting energy transition

The bill on the energy transition for green growth, adopted by the Parliament (first reading), sets new long-term
targets, which are fully in line with the objectives defined by the European Council meeting of October 2014:

� reducing greenhouse gas emissions by 40% by 2030;

� raising the renewable energy share of energy consumption to 32% by 2030;

� reducing final energy consumption by 50% by 2050 compared with 2012, with an intermediate target of 20%
by 2030, and reducing fossil fuel consumption by 30% by 2030 compared with 2012.

In order to achieve these targets, beyond transposing the Energy Efficiency Directive (EED), many measures are planned
to speed up the energy-oriented renovation of housing and buildings (tax credit, third-party financing, interest-free eco-
loan, etc.) and to control energy consumption more effectively (rolling out smart electricity and gas meters).

By focusing on the energy transition, the government is not only showing its commitment to combating climate change,
but also demonstrating that this transition is a significant economic opportunity to develop new industrial sectors in order
to gain new comparative advantages.

Financing the pension system and addressing population ageing

Since the early 1990s, four major reforms of the pension system have helped to consolidate the sustainability of the
general pension scheme. The minimum retirement age currently rises by five months each year, which is a much quicker
rate than the European average. For example, people currently in their forties will have to pay contributions for 43 years
to receive a full pension. The social partners have opened negotiations to rebalance supplementary pension schemes.
These negotiations should conclude before summer 2015.

These reforms, in combination with favourable demographic trends, will enable a medium-term rebalancing of pension
schemes. As shown by the projections set up at the European level, spending on pensions will rise less quickly in the
coming decades in France than on average in Europe.

Reforming public action

We must reform the public sector if we are to guarantee high quality public services while ensuring that tax rates do not
restrict economic growth. This requires a major reform of territorial organization, in particular. The decision to halve the
number of regions has been adopted and will take effect on 1 January 2016. Following the creation of 12 urban
communities on 1 January 2015, those of Paris and Marseille will be established on 1 January 2016, which should boost
economic activity by 1 GDP point, according to the OECD. Lastly, the bill on the new territorial organization of the
French Republic (NOTRe), which should be definitively adopted in the summer, contains plans to group
intermunicipal structures (intercommunalités), reducing their number by one third, and to clarify the responsibilities of
different levels of local government, notably by abolishing the general competence clause for departments and regions.
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Administrative reform will also be a priority area of focus. Its aims will include much greater efficiency and better public
services, benefiting all French people. The State will need to review its local organization, as a result of territorial reform.
It is accelerating the digital transition, especially under the Investments for the Future Programme, and developing more
modern methods of operation (public service centres bringing together a range of information and services, one-stop
shop, etc.). It will also continue the public policy evaluation and the spending review launched this year.

Together, these reforms will enable a continuous, thorough and effective transformation of the French economy,
addressing all the challenges that it will come up against in the short, medium and long term.
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“Healthcare” bill 1st reading

“Modernization social dialogue”
bill 1st reading

Simplification measures
(such as removing brakes to 
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