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Leveraging	
  France’s	
  Key	
  Strengths	
  

Fact:	
  France’s	
  economy	
  is	
  not	
  going	
  well	
  and	
  is	
  facing	
  a	
  very	
  
real	
  risk	
  of	
  lapsing	
  into	
  criBcal	
  condiBon	
  

	
  

I	
  –	
  A	
  negaBve	
  demand	
  shock	
  aiming	
  to	
  boost	
  compeBBveness	
  
would	
  be	
  the	
  most	
  dangerous	
  path	
  that	
  could	
  be	
  taken	
  

	
  

II	
  –	
  France	
  has	
  other	
  strengths,	
  let’s	
  give	
  them	
  some	
  
consideraBon	
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Industrial	
  produc0on:	
  returning	
  fiCeen	
  years	
  back	
  in	
  
0me	
  	
  

Declining	
  for	
  over	
  a	
  year,	
  industrial	
  produBon	
  is	
  not	
  higher	
  today	
  than	
  it	
  was	
  in	
  
1994.	
  



Leveraging	
  France’s	
  Key	
  Strengths	
  ,	
  Spring	
  2013 	
  4	
  

Exports	
  stall,	
  consump0on	
  drops	
  back	
  



Leveraging	
  France’s	
  Key	
  Strengths	
  ,	
  Spring	
  2013 	
  5	
  

Consump0on,	
  stalled	
  since	
  the	
  2008	
  crisis,	
  shows	
  an	
  
increasing	
  weakness	
  

�  The	
  situaBon	
  aggravated	
  itself	
  over	
  the	
  past	
  few	
  months	
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The	
  lack	
  of	
  the	
  support	
  given	
  by	
  consump0on	
  
eliminates	
  all	
  chances	
  of	
  growth	
  comeback	
  

ContribuBon	
  to	
  Real	
  GDP	
  Growth	
  (smoothed	
  over	
  2	
  years)	
  and	
  Average	
  2000-­‐08	
  
French	
  economy	
  	
  is	
  more	
  
similar	
  to	
  the	
  anglo-­‐saxon	
  
than	
  the	
  German	
  model.	
  
Household	
  consump0on	
  
has	
  explained	
  over	
  two-­‐
thirds	
  of	
  the	
  GDP	
  growth	
  
between	
  2000	
  and	
  2008,	
  
while	
  in	
  Germany	
  it	
  
represented	
  less	
  than	
  
one-­‐third.	
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The	
  private	
  services,	
  primary	
  source	
  of	
  growth,	
  are	
  
the	
  most	
  impacted	
  

Houlsehold	
  private	
  
services	
  expenditures	
  
has	
  been	
  the	
  main	
  
growth	
  driver	
  for	
  years	
  in	
  
France,	
  as	
  well	
  as	
  in	
  the	
  
Anglo-­‐Saxon	
  countries.	
  	
  
	
  
Demand	
  stagna0on	
  now	
  
deteriorates	
  the	
  main	
  
source	
  of	
  growth	
  and	
  
employment.	
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Consump0on	
  stall	
  results	
  in	
  the	
  fading	
  out	
  of	
  the	
  
major	
  source	
  of	
  employment	
  crea0on	
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Another	
  year	
  of	
  recession	
  

�  Our	
  forecast,	
  which	
  was	
  recently	
  considered	
  «	
  pessimisBc	
  »,	
  
turns	
  out	
  to	
  be	
  increasingly	
  pausible.	
  	
  
Ø  In	
  September,	
  we	
  es0mated	
  a	
  -­‐0.7%	
  contrac0on	
  of	
  France’s	
  GDP	
  in	
  

2013,	
  a	
  figure	
  that	
  was	
  revised	
  in	
  January	
  to	
  -­‐0.5%	
  in	
  the	
  hope	
  of	
  a	
  
radical	
  change	
  in	
  the	
  current	
  EU	
  economic	
  policy.	
  

Ø Our	
  hopes	
  were	
  dashed.	
  Despite	
  some	
  advances,	
  European	
  policy	
  
remains	
  pro-­‐cyclical,	
  an	
  orienta0on	
  from	
  which	
  France	
  cannot	
  escape.	
  

Ø  The	
  risks	
  coupled	
  with	
  our	
  previsions	
  are	
  once	
  again	
  increasing…	
  

�  In	
  these	
  condiBons,	
  decreasing	
  the	
  budget	
  deficit	
  by	
  4%	
  of	
  
GDP	
  (against	
  4,8	
  %	
  in	
  2012)	
  would	
  already	
  be	
  quite	
  an	
  
achievement.	
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What	
  should	
  be	
  done?	
  

CompeBBve	
  deflaBon?	
  
Ø  Economists	
  are	
  resigning	
  themselves	
  to	
  the	
  idea	
  of	
  a	
  nega0ve	
  

demand	
  shock	
  (dras0c	
  cuts	
  in	
  public	
  spending	
  and	
  in	
  wages),	
  a	
  
measure	
  that	
  may	
  be	
  able	
  to	
  reduce	
  public	
  finance	
  imbalances	
  and	
  to	
  
restore	
  the	
  weakening	
  compe00veness.	
  

Ø  This	
  recipe	
  has	
  already	
  been	
  tested.	
  This	
  policy	
  leads	
  to	
  a	
  dead	
  end	
  
and	
  is	
  a	
  major	
  source	
  of	
  risk	
  for	
  France	
  and,	
  thus,	
  to	
  the	
  whole	
  
Eurozone	
  (whose	
  fate	
  is	
  intrinsically	
  linked	
  to	
  France’s	
  economy	
  
unfold).	
  

Same	
  policies,	
  same	
  effects:	
  a	
  negaBve	
  demand	
  shock	
  is	
  the	
  most	
  
dangerous	
  route	
  that	
  could	
  be	
  taken.	
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The	
  collapse	
  of	
  consump0on	
  is	
  to	
  a	
  large	
  extent	
  the	
  
result	
  of	
  budgetary	
  restric0on	
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Contrary	
  to	
  a	
  common	
  idea,	
  France’s	
  budgetary	
  
policy	
  is	
  already	
  extremely	
  restric0ve	
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Be	
  careful	
  of	
  the	
  hidden	
  traps…	
  	
  

�  Economic	
  decline	
  and	
  debt	
  reducBon	
  are	
  not	
  compaBble	
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You	
  can’t	
  cure	
  debt	
  with	
  austerity	
  



Leveraging	
  France’s	
  Key	
  Strengths	
  ,	
  Spring	
  2013 	
  15	
  

Compe00ve	
  defla0on:	
  five	
  reasons	
  why	
  it	
  won’t	
  
work	
  

Demography	
  
•  France	
  cannot	
  endure	
  a	
  decade	
  of	
  income	
  stagnaBon:	
  Germany	
  

was	
  able	
  carry	
  through	
  it	
  because	
  its	
  poula0on	
  had	
  stagnated,	
  a	
  
similar	
  evolu0on	
  in	
  France	
  would	
  have	
  made	
  cut	
  per	
  capita	
  
disposable	
  income	
  by	
  10%.	
  

German	
  context	
  and	
  
specifici0es	
  

•  Germany	
  has	
  benefited	
  from	
  excepBonal	
  condiBons	
  that	
  don’t	
  exist	
  
in	
  other	
  countries:	
  regional	
  dynamics;	
  global	
  capex	
  boom;	
  high	
  
specializa0on	
  in	
  machinery;	
  company	
  sizes;	
  outsourcing	
  to	
  Eastern	
  
Europe	
  ;	
  overvalued	
  yen….	
  

Decelera0on	
  of	
  
Interna0onal	
  Trade	
  

•  Foreign	
  trade	
  is	
  no	
  longer	
  the	
  driving	
  force	
  it	
  used	
  to	
  be,	
  due	
  to:	
  	
  
-­‐  debt	
  reduc0on	
  in	
  developed	
  countries	
  
-­‐  lower	
  import	
  content	
  of	
  Chinese	
  growth	
  
-­‐  reappearance	
  of	
  external	
  constraints	
  in	
  emerging	
  countries	
  

From	
  compe00ve	
  
defla0on	
  to	
  defla0on	
  

•  This	
  policy	
  cannot	
  work	
  when	
  every	
  country	
  uses	
  it	
  at	
  the	
  same	
  
Bme:	
  

-­‐  one’s	
  gains	
  are	
  the	
  other’s	
  net	
  losses	
  
-­‐  the	
  race	
  will	
  conduct	
  to	
  defla0on	
  in	
  the	
  Eurozone	
  

France,	
  is	
  the	
  only	
  
country	
  that	
  can	
  

s0mulate	
  EMU	
  demand	
  

•  Second	
  economy	
  in	
  the	
  Eurozone,	
  France	
  has	
  a	
  major	
  spill-­‐over	
  
capacity:	
  depression	
  in	
  France	
  would	
  mean	
  depression	
  in	
  the	
  whole	
  
zone.	
  

-­‐	
  	
  	
  	
  	
  	
  France	
  is	
  the	
  only	
  reserve	
  of	
  poten0al	
  demand.	
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How	
  to	
  leverage	
  France’s	
  advantages?	
  	
  

France	
  cannot	
  compare	
  its	
  industrial	
  power	
  to	
  Germany,	
  but	
  it	
  has	
  
nevertheless	
  other	
  important	
  assets:	
  

Ø  Its	
  demography	
  

Ø  Its	
  produc0vity	
  
Ø  Its	
  level	
  of	
  educa0on	
  
Ø  Its	
  geographical	
  posi0on	
  
Ø  Its	
  diversity	
  
Ø  Its	
  infrastructures	
  
Ø  Its	
  image	
  

Ø  Its	
  rela0vely	
  low	
  inequality	
  level	
  
Ø  Its	
  afrac0vity	
  
A	
  great	
  deal	
  of	
  assets	
  that	
  provoke	
  other	
  countries’	
  envy.	
  What	
  is	
  the	
  best	
  way	
  to	
  
take	
  advantage	
  of	
  them?	
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France’s	
  afrac0veness:	
  oCen	
  where	
  we	
  wouldn’t	
  
expect	
  it…	
  

Countries:	
  
Germany	
  
Austria	
  
Belgium	
  
Spain	
  
Finland	
  
France	
  
	
  
	
  

Ireland	
  
Italy	
  
Netherlands	
  
Poland	
  
U.K.	
  
Sweden	
  
United-­‐States	
  
Japan	
  

14 13 12 11 10 9 8 7 6 5 4 3 2 1

***	
  R&D	
  Tax	
  Incentives

Regis tered	
  trademarks

+++	
  	
  Electrici ty	
  prices

Market	
  share	
  in	
  the	
  European	
  fund	
  management	
  industry	
  

XXX	
  	
  	
  Passenger	
  a i r	
  transport	
  in	
  EU-­‐27

High-­‐speed	
  internet	
  access

XXX	
  	
  	
  Rai l 	
  transport	
  of	
  merchandises

***	
  	
  	
  R&D	
  Personnel

XXX	
  	
  	
  Access 	
  to	
  EU-­‐27	
  markets

Technologica l 	
  advantages 	
  in	
  the	
  environmental 	
  field

+++	
  	
  	
  Faci l i ty	
  to	
  create	
  new	
  companies

***	
  	
  	
  %	
  of	
  25-­‐34	
  years 	
  having	
  a 	
  high-­‐education	
  degree

***	
  	
  	
  Labor	
  productivi ty	
  per	
  capita

Low	
  inequal i ty	
  in	
  revenu	
  dis tribution

+++	
  	
  Credit	
  access ibi l i ty

+++	
  	
  	
  Capita l 	
  ri sk	
  investments

***	
  	
  	
  RH	
  in	
  science	
  and	
  technology

***	
  	
  	
  Intens i ty	
  of	
  R&D	
  activi ties

+++	
  	
  	
  Impl ici t	
  corporate	
  tax	
  rate

+++	
  	
  Wages 	
  per	
  worker	
  in	
  the	
  manufacturing	
  sector

***	
  	
  	
  Technologica l 	
  advantages 	
  in	
  TICs

GDP	
  growth

***	
  	
  	
  Triadic	
  patents

Avai labi l i ty	
  of	
  onl ine	
  publ ic	
  services

Source:	
  RichesFlores	
  Research,	
  France	
  attractiveness	
  dashboard,	
  MEF	
  2012

France’s	
  ranking	
  based	
  on	
  main	
  attractiveness	
  criteria	
  (out	
  of	
  14	
  countries,*	
  2012)	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

***	
  	
  	
  research,	
  ***	
  professional	
  skills	
  ,	
  XXX	
  	
  geographica l 	
  location,	
  +++	
  competi tiveness

*	
  France,	
  Germany,	
  Ita ly,	
  Spain,	
  Sweden,	
  Belgium,	
  Finland,	
  UK,	
  Ireland,	
  Netherlands ,	
  Austria ,	
  Poland,	
  U.S.,	
  Japan
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Opinion	
  of	
  foreigns	
  CEOs	
  about	
  France’s	
  
afrac0vness	
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1-­‐	
  Demographic	
  specificity:	
  strong	
  popula0on	
  
growth	
  and	
  rela0ve	
  youthness	
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A	
  privileged	
  posi0on	
  within	
  ageing	
  Europe	
  made	
  
France	
  the	
  main	
  source	
  of	
  demand	
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A	
  specificity	
  that	
  reflect	
  the	
  gaps	
  between	
  different	
  
na0onal	
  labor	
  markets	
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Demographics:	
  a	
  source	
  of	
  diversifica0on	
  of	
  
demand	
  and	
  ac0vity	
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The	
  strengths	
  and	
  limits	
  of	
  a	
  younger	
  and	
  more	
  
dynamic	
  demographic	
  

STRENGTHS	
  	
  	
  

�  A	
  source	
  of	
  domesBc	
  
demand	
  growth	
  

�  A	
  source	
  of	
  FDI	
  
aeracBveness	
  

�  Higher	
  savings	
  and,	
  
consequently,	
  financing	
  
capacity	
  

�  A	
  reduced	
  intergeneraBon	
  
income	
  distribuBon	
  shock…	
  

LIMITS	
  

�  A	
  higher	
  vulnerability	
  to	
  
employment	
  stagnaBon	
  	
  

�  Inability	
  to	
  tolerate	
  
deflaBon…	
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2-­‐	
  Produc0vity	
  	
  

�  France	
  has	
  the	
  highest	
  producBvity	
  level	
  (output	
  per	
  hour	
  worked)	
  
among	
  the	
  major	
  European	
  countries.	
  	
  

�  France	
  sBll	
  enjoys	
  a	
  comfortable	
  advance	
  over	
  its	
  European	
  peers	
  for	
  
producBvity	
  in	
  private	
  sector	
  services	
  and	
  scienBfic	
  and	
  technical	
  fields	
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3-­‐	
  Professional	
  Educa0on/Research	
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4-­‐	
  Household	
  Wealth	
  
�  French	
  households	
  are	
  among	
  the	
  richest	
  ones,	
  expecially	
  because	
  of	
  their	
  

non	
  financial	
  assets	
  (dwellings	
  and	
  land).	
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5-­‐	
  An	
  afrac0on	
  confirmed	
  by	
  numerous	
  foreign	
  
investments…	
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…	
  And	
  by	
  a	
  diversity	
  of	
  investment	
  sectors	
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6-­‐	
  Geographical	
  posi0on:	
  tourism…	
  

Transit	
  country	
  for	
  Spain	
  or	
  Italy?	
  	
  
Deficient	
  tourism	
  infrastructure?	
  
-­‐>>	
  Considering	
  that	
  France	
  receives	
  50%	
  
more	
  tourists	
  than	
  China	
  and	
  has	
  the	
  
same	
  level	
  of	
  Tourism	
  income,	
  we	
  can	
  
definitely	
  say	
  that	
  something	
  is	
  going	
  
wrong…	
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Leveraging	
  the	
  French	
  economy’s	
  strengths	
  to	
  
follow	
  an	
  alternaBve	
  path	
  

GEOGRAPHY	
  

TOURISM	
  

DIVERSITY	
  TRANSPORT	
  

WEALTH	
  

FINANCIAL	
  
STABILITY	
  

FUNDING	
  
CAPABILITY	
  

FINANCIAL	
  
ACTIVITIES	
  

INFRA-­‐
STRUCTURES	
  

EFFICIENCY	
  

KNOW-­‐
HOW	
  PRODUCTIVITY	
  

DEMOGRAPHICS	
  

DEMAND	
  

DWELLINGS/	
  
CONSTRUCTION	
  

WORK	
  FORCE	
  

AeracBveness	
  
Source	
  of	
  
acBvity	
  

QUALIFICATION	
  

KNOWLEDGE	
  

RESEARCH	
  

INNOVATION	
  

CENTERS	
  OF	
  
EXCELLENCE	
  

Mainly	
  domes0c	
  
High	
  export	
  poten0al	
  

CORPORATE	
  

INTERNATIONL	
  
INFLUENCE	
  

EXPORTS	
  INVESTMENTS	
  



§  RichesFlores	
  Research	
  is	
  an	
  economic	
  and	
  financial	
  research	
  provider.	
  We	
  produce	
  interna0onal	
  economic	
  analysis	
  
and	
  forecasts,	
  as	
  well	
  as	
  research	
  on	
  broader	
  short-­‐,	
  medium-­‐,	
  and	
  long-­‐term	
  trends	
  in	
  the	
  global	
  economy.	
  

§  RichesFlores	
  Research	
  is	
  a	
  transparent	
  company,	
  with	
  the	
  databases	
  and	
  informa0on	
  resources	
  we	
  need	
  to	
  remain	
  
fully	
  independent	
  and	
  objec0ve.	
  Because	
  RichesFlores	
  Research	
  is	
  not	
  an	
  investment	
  service	
  provider	
  and	
  does	
  not	
  
sell	
  financial	
  products,	
  we	
  can	
  offer	
  clients	
  added	
  confidence	
  in	
  the	
  independence	
  and	
  objec0vity	
  of	
  our	
  assessments,	
  
recommenda0ons,	
  and	
  advice.	
  	
  

§  This	
  document	
  is	
  provided	
  for	
  informa0on	
  purposes	
  only.	
  It	
  is	
  not	
  and	
  should	
  not	
  be	
  construed	
  as	
  investment	
  advice,	
  
or	
  as	
  an	
  offer	
  or	
  solicita0on	
  of	
  an	
  offer	
  to	
  buy	
  or	
  sell	
  securi0es.	
  It	
  contains	
  strictly	
  confiden0al	
  informa0on	
  intended	
  
only	
  for	
  the	
  use	
  of	
  the	
  individual	
  or	
  en0ty	
  to	
  which	
  it	
  is	
  addressed.	
  This	
  document	
  may	
  not	
  be	
  disclosed	
  to	
  any	
  third	
  
party	
  without	
  the	
  express	
  wrifen	
  consent	
  of	
  RichesFlores	
  Research.	
  

§  This	
  research	
  and	
  its	
  content	
  are	
  the	
  sole	
  property	
  of	
  RichesFlores	
  Research.	
  They	
  may	
  not	
  be	
  reproduced	
  without	
  the	
  
express	
  consent	
  of	
  RichesFlores	
  Research	
  and	
  without	
  indica0on	
  of	
  the	
  source	
  and	
  date	
  thereof.	
  

§  RichesFlores	
  Research	
  makes	
  no	
  warranty,	
  express	
  or	
  implied,	
  nor	
  assumes	
  any	
  legal	
  liability	
  or	
  responsibility	
  for	
  the	
  
accurateness,	
  completeness,	
  or	
  usefulness	
  of	
  the	
  research,	
  conclusions,	
  data,	
  and	
  assessments	
  available	
  on	
  this	
  
website.	
  	
  

§  The	
  content	
  of	
  this	
  website	
  does	
  not	
  cons0tute	
  a	
  contract	
  and	
  is	
  non-­‐binding.	
  It	
  is	
  not	
  and	
  should	
  not	
  be	
  construed	
  as	
  
investment	
  advice	
  or	
  as	
  an	
  offer	
  or	
  solicita0on	
  of	
  an	
  offer	
  to	
  buy	
  or	
  sell	
  securi0es.	
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