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France is experiencing a complete paradox. On the one hand, the recovery is 

accelerating with the first tangible signs of a decline in unemployment, a key 

point for household confidence. On the other, the French economy is feeling the 

effects of the blocking attempts by a minority of activists, who, in the guise of 

denouncing the labour code reform, are in reality attempting to trigger the fall of 

the government. The silent majority, hobbled in its freedom of movement and 

freedom to work, is paying the price for the tussle between a falsely reformist 

government and a CGT union which has not moved on from the insurrectional 

strike orders received from Moscow in 1947. Wake up, comrade, this is 2016! 

The fortnight’s focus 

Jean Tirole, the last French recipient of the Nobel prize for economics, in 2014, opens 
his latest book with the bitter observation that: "The market economy has become the 
dominant model […] but has not won over either hearts or minds. The dominance of the 
market, which only a small minority of our fellow citizens trust, is received with fatalism, 
peppered with indignation for some" (Economie du bien commun, p.13). Indignation is 
an understatement to characterise the action taken by the CGT union which has sought 
in the last two weeks to create a fuel shortage by blocking the refineries and disrupting 
public transport by its calls (which have not elicited a massive response) for a general 
strike. This is nothing short of a sabotage of the production apparatus. On 26 May, the 
same trade union prevented the publication of newspapers that had dared not to 
publish one of its pamphlets. It goes without saying that everyone refused to give in to 
this blackmail, except the communist party's daily. Infringement of the freedom to work, 
freedom of movement, freedom of the press … This is in response to the government’s 
attempts to introduce modest reforms to the labour code. 
 

Three months ago, the goal of the “Jobs Act” (aka Loi El Khomri) was to reduce the 
extra cost of overtime, cap compensation payments for unfair dismissal and allow 
working hours to be adapted to the business cycle - in short, remove some obstacles to 
the fluidity of the labour market (see Focus-France of 2 March: "Tthe phantom reform of 
the labour market"). Loftier ambitions would have involved tackling the problems posed 
by the weakness of education, the closure of certain professions, the challenges posed 
by digitisation and the lack of results achieved by the public employment office, 
amongst others. Today, due to the government’s compromises, the “Jobs Act” has been 
watered down to determining whether the maximum working hours and their 
remuneration should be decided by each company - as proposed by the reform bill - or 
on an industry-by-industry basis.  
 

Negotiation by professional branch, i.e. the intermediary level between business and 
the economy, is not necessary the best level from which to negotiate if the aim is to 
reduce unemployment. It should be acknowledged that the negotiation of higher wages 
can have a negative impact on employment, for example, it the wage gain exceeds that 
of productivity. By definition, a company agreement will have no macroeconomic 
impact. Conversely, in a centralised negotiation, the negative externality of wages on 
employment is already known and probably taken into consideration. An agreement by 
professional branch might not carry the advantages of the other types of negotiations, 
particularly in France were these agreements are systematically rolled out, with no 
possibility of exemption for companies. In short, choosing the right level for negotiation 
is a question of efficiency, not an ideological debate. In a chapter of his book titled 
“Vaincre le chômage” (beating unemployment), Tirole notes that public opinion gives a 
great deal of consideration to “the identified victims, such as employees that are living 
under the threat of mass redundancy”, whilst at the same time having little regard for 
“the anonymous victims, such as the unemployed for whom jobs have not been 
created” (page 341). For the CGT union and all those who want the current system to 
remain untouched, despite its alarming inefficiency, there is no interest in seeing 
unemployment decline. 

http://www.oddosecurities.com/#economy


 
 
Economy 
Wednesday 01 June 2016 

 

 
This is a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The 
opinions given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date. 

P
a
g
e
  

2
/5

 

  
The fortnight’s economic newsflow 

  
 The number of new jobseeker claims decreased in April (-0.6%), confirming and 

strengthening the previous month’s contraction (-1.7%). As a result, the year-on-year 
trend has gone into negative territory for the first time since September 2008 (lhs 
chart). The fall in unemployment has been (mistakenly) announced as imminent so 
many times that we are entitled to be cautious about this result. It is therefore 
remarkable that households seem to believe in it. Their unemployment expectations 
plunged in May, also returning to an unparalleled level since the financial crisis of 

2008 (rhs chart). Another sign of thaw in the job market: temporary employment 
showed a clear pick-up in April (+9.1% year-on-year) according to Prism’emploi, 
which noted that this uptrend now includes skilled work. 

 

 

 

 
  

 Household spending was more or less stable in April (-0.1%), which is not so bad 

given that the result of the previous months was revised up. As an effect of abating 
concerns about unemployment, the consumer confidence survey in May signalled a 
significant uptick in intentions to make large purchases. In Q1 2016, household 

consumption rose 1%. Even if this result partly stems from a catch-up effect after a 
poor Q4 2015 (dragged down by the terrorist attacks) and therefore cannot be 
extrapolated each quarter, there is nothing to indicate that consumption will undergo 
a significant dip in the short term.  

 The national accounts of Q1 2016 are ancient history, but their revision is significant 

enough to be noted. Growth in real GDP has been revised from 0.5% to 0.6% q-o-q 
on the back of a higher estimate of investment spending. Not only did corporate 
investment show a strong rebound (the Q1 figure is already 4.2% higher than the 
average for 2015), but there is now confirmation that the low point in residential 
investment is over. The 2016 growth carry-over is 1.1%. We have held a positive 
cyclical view on France for some time and we keep it (see Focus-France of 22 April: 
“Why be relatively upbeat on France?”). The consensus will have to revise up its 
average forecast (1.3%). 

 Additional growth vs the budget’s forecast (1.5%) would be a great help given the 
government’s current propensity to loosen the purse-strings in some areas in order to 
buy social peace. In many cases, the impact will not materialise in 2016, but later. 
The Socialists are therefore reviving an old principle attributed to French royalty 
before its demise: “Après moi, le déluge!” (“I don't care what happens next, I'll be 
gone!”). For 2016, additional spending is nevertheless on track for at least € 4bn (0.2 
points of GDP). The public deficit is forecast at 3.3% of GDP in 2016, vs 3.6% in 
2015 and 4.0% in 2014. The real headache will be the preparation of the budget for 
2017 - which is when France had told Brussels that its deficit would fall beneath 3%. 
Not a simple task, especially since the French Court of Auditors has just emphasised 
the fragility of the fiscal adjustment last year, due primarily to the disappearance of a 
number of exceptional charges. 

  
Forthcoming events 

  
 The author suddenly lost all interest in football in the night of 8 July 1982, but is 

nevertheless aware that the Euro 2016 is being held in France from 10 June to 10 
July. Why mention it here? A sports event of this magnitude is a showcase for the 

host country. As such, it is dream opportunity for trade union activists, and, more 
generally, any profession capable of causing significant disruption in economic 
activity (air traffic controllers, road hauliers and garbage collectors, to name but a 
few) to put pressure on the government and obtain as many upstream concessions 
as possible. 
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Appendix chart: business climate, confidence, households 

Confidence indicators Business climate 

  

PMI-manufacturing survey PMI services survey 

  

Consumer confidence Jobless claims 

  

Household spending Vehicle sales 

  
Sources : Thomson Reuters,Markit,Oddo Securities 

Expansion

Index May April March 2008-09 1992-930 0 0

PMI manufacturing 48.4 48.0 49.6 52.2 42.6 -

PMI services (output) 51.8 50.6 49.9 56.0 46.8 -

PMI composite (output) 51.1 50.2 50.0 55.1 44.9 -

INSEE manufacturing 105 105 102 102.6 85.5 82.5

INSEE services 100 98 99 102.8 84.9 85.5

INSEE construction 95 95 92 103.1 101.1 83.6

INSEE retail sector 106 102 104 101.6 88.5 86.7

INSEE wholesale sector 106 105 104 102.9 90.9 87.4

INSEE consumer conf. 98 94 94 101.5 84.7 100.7

BdF manufacturing - 99 99 103.5 79.8 85.7

BdF services - 96 96 102.1 91.3 83.9Dec Dec Dec

*from Q2 2008 to Q2 2009; and from Q2 1992 to Q2 1993
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Appendix chart: activity, inflation, credit, finances 

Industrial output Real GDP 

  

Headline and core inflation Trades of goods 

  

Private sector credit Credit conditions for businesses 

  

Bank refinancing at the ECB Government budget 

  
Sources : Thomson Reuters,AFTE,Oddo Securities 
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