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Opinion n° HCFP-2019-3 

On the budget bill and the social security financing bill for the year 2020 

23 September 2019 

 

On 23 September 2019, the High Council of Public Finance (HCFP) delivered an opinion 

concerning the budget bill (PLF) and social security financing bill after deliberating on the realism of 

macroeconomic forecasts and the consistency of annual structural fiscal balance forecasts vis-à-vis 

the multi-year structural balance targets. 

 

Main conclusions 

 

The High Council of public finance considers that the Government's growth forecast is 

achievable by 2019 and plausible by 2020. He stressed that this forecast does not take into 

account the possibility of a no-deal Brexit and its consequences on French growth.  

 

The High Council considers that inflation, employment and private wage bill forecasts 

used by the Government for 2019 are consistent with the information available. They are 

reasonable for 2020. 

* 

Regarding public finances, the High Council considers that the forecasts of the 

compulsory levies for 2019 and 2020 are consistent with the macroeconomic scenario used by 

the government. It considers that the forecasting trend of public expenditure for 2019 and 2020 

is plausible. The interest expenditures could be lower than expected. On the other hand, there 

are risks on the revenue levy in favor of the European Union and the evolution of public local 

administration expenditures. In total, the High Council considers that the forecast of general 

government balance for 2019 and 2020 (respectively -3.1 and -2.2 points of GDP) is plausible. 

 

The Government forecasts a 0.1 point of GDP reduction in the structural deficit for 2019, 

which would amount to 2.2 points of GDP. In relation to the trajectory defined in the public 

finance programming law for 2018 to 2022 (LPFP), the structural balance gap would be -0.1 

points in 2018 and -0.3 points in 2019 respectively. The High Council indicates that such a 

deviation is very close to the trigger threshold of the correction mechanism provided for in article 

23 of the 2012 Organic Law (-0.25 points on average over two years). 

 

In 2020, the structural deficit would still be 2.2 points of GDP, compared with 1.6 points in the 

2018 LPFP. The High Council therefore notes that the Government submits an introductory 

article of the budget bill, which deviates significantly from the trajectory of the 2018 public 

finance programming law. Such a choice leads to a problem of coherence between the PLF 2020 

and the 2018 LPFP and weakens the scope of the multi-year programming exercise in terms of 

public finances. 
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The Government referred to the High Council on Public Finance on 14 September 2019, 

pursuant to article 14 of Organic Law No. 2012-1403 of 17 December 2012 on public finance 

programming and governance, macroeconomic forecasts and public finance information on which 

budget bill and social security financing bill for 2020 are based. The High Council adopted the 

following opinion after deliberation at its meeting on 20 September 2019. 

 

 

Introductory remarks 

        1- On the opinion’s scope  

        Under article 14 of the constitutional bylaw of 17 December 2012 on public finance planning 

and governance, the High Council gives an opinion on:  

 The macroeconomic forecasts, which the budget and social security financing bills are based 

on;  
 The consistency of the budget bill’s introductory article with the multi-year targets for public 

finances set in the public finance programming law.  

 

          2- On the information submitted  

        The Government referred to the High Council its macroeconomic forecasts and information 

about public finances, on which are based the budget and social security financing bills of 2020. To 

this file were added detailed answers to questions addressed in advance by the High Council to the 

relevant administrations. 

 

          3- On the methodology used by the High Council  

         To assess the realism of the macroeconomic forecasts and public finance content of the budget 

and social security financing bills, the High Council analyzed the Government‘s assumptions as well 

as the evolutions anticipated within the forecast period. It relied on the last available statistics and 

information provided by the Government about its economic policy measures.  

        The High Council also paid attention to all available forecasts and analysis.  

         As permitted by article 18 of the constitutional bylaw, the High Council held hearings of the 

relevant administrations’ representatives – Treasury, budget and social security departments. It also 

held hearings of experts and representatives of the Banque de France, the Bank for International 

Settlements, the CEPII, COE-Rexecode and the OFCE.  

         The High Council also heard the European Commissioner for economic and financial affairs, 

taxation and customs. 

* 

* * 

After a brief presentation of the global and European economic situation (I) the High Council 

exposes its remarks on the macroeconomic forecasts attached to the budget and social security 

financing bills for 2020 (II) and on the public finance scenario (III). 
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I- A marked slowdown in global and European growth since 

mid-2018 

 
1- A slowdown in trade flow  

The world economy has been facing a marked slowdown in recent quarters, mainly in the 

European Union, China and some other emerging countries. In the United States, growth remained 

strong until mid-2019, but the deterioration in the business climate suggests that activity will slow. 

 

This slowdown was particularly significant in the industry. It has weighed on international 

trade, which has also been affected by the introduction of protectionist measures. Growth in world 

merchandise trade, which had been rapid in 2017 (+4.9% in volume) and still sustained in 2018 

(+3.4%), stopped at the end of 2018, giving way to a slight decline in the first half of 2019. Trade in 

services, on the other hand, continued to grow. 

  

 

2- Euro area: weaker growth and contrasting evolutions 

Growth in the euro zone slowed to 1.2% year-on-year in the second quarter of 2019, from 

2.3% a year earlier. This decline covers contrasting evolutions over the last four quarters: almost zero 

growth in Germany (+0.4%) and Italy (-0.1%), moderate growth in France (+1.4%), still strong in 

Spain (+2.1%). While industrial production slowed in the euro area, activity in services remained 

relatively dynamic. 

The slowdown in euro area activity has been mitigated by a slightly expansive fiscal policy, as 

measured by the structural effort, the continuation of an accommodative monetary policy and the 

depreciation of the euro against the dollar since the beginning of 2018. 

The slowdown in world trade and rising uncertainties had a particularly marked impact in 

Germany. Its exports of goods and services stagnated and the contribution of foreign trade to GDP 

was very negative between mid-2018 and mid-2019 (-1.1 points), while domestic demand excluding 

stocks increased by 1.7 points. 

The August business climate indicator for the euro area is close to its long-term average of 100. 

However, it is significantly below this average in Germany (94) where it continues to deteriorate, 

suggesting weak growth in the coming months. 
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3- In France, growth slightly above the European average 

The French economy has not been exempt from the general slowdown, but its growth has been 

slightly above the average of its European partners since mid-2018. 

Domestic demand excluding stocks grew by 1.6% year-on-year in the second quarter of 2019, 

driven by purchasing power measures and a sustained increase in business investment. Despite the 

unfavorable trend in world trade, French exports rose by 2.5%, marking a slight improvement in 

France's market share. 

After a sharp deterioration in 2018, the business climate resulting from the business surveys 

recovered slightly at the beginning of 2019 and then stabilized at a level above its long-term average, 

suggesting that moderate growth is expected to continue at the end of 2019. 

 
 

 

4- Main risks: a no-deal Brexit and an escalation of protectionist measures 

In the short term, the main risk is a no-deal Brexit. The economic impact of this unprecedented 

event is difficult to estimate. In the first year, according to the OECD, it would be close to 2 points 

of GDP for the United Kingdom, close to 0.5 points for France, Germany and Italy, and above 0.5 

points for Spain and the Netherlands. 

Further tariff increases by the United States, particularly against the European Union, and more 

generally an escalation of protectionist measures, are another risk to growth. 
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In addition, geopolitical tensions in the Middle East and their possible repercussions on oil prices, 

financial vulnerabilities related to the increase in global debt and the fragile economic situation in 

several emerging countries also pose a risk to growth. 

Finally, in Germany, where household confidence has fallen sharply in recent months, the decline 

in domestic demand could be added to the ongoing industrial recession, further slowing activity in its 

main partners. 

The growth prospects of the French economy are thus surrounded by unfavorable external factors. 

II- Remarks on macroeconomic forecasts for 2018 and 2019 

 
1- The Government’s scenario 

         According to the Government’s referral file, “the French economy would grow by 1.4% in 2019 and 

1.3% in 2020, a slowdown compared to 2018, mainly due to less favorable global demand, which would 

weigh on exports. Global demand for France would slow in 2019 and then recover in 2020.” 

"Household consumption is expected to be supported from 2019 onwards by purchasing power 

measures and strong employment dynamics. Consumption would accelerate slightly behind the gains in 

purchasing power, as households gradually consume them. After increasing at a high rate since 2017, 

business investment is expected to gradually normalize, remaining dynamic in a context of low interest 

rates.” 

"Total employment is expected to grow strongly again in 2019 (+250,000 jobs on average per 

year, after +245,000 in 2018), thanks to the dynamism of employment in the non-agricultural market 

sectors [...]". "In 2020, total job creation is expected to be lower (+180,000 jobs on average per year), 

reflecting a slowdown in market employment.” 

"After increasing very slightly in 2019 (+0.9% after +0.8% in 2018), core inflation is expected to 

remain stable in 2020 (+0.9%)". Overall inflation, which had reached +1.8% in 2018 as a result of the 

rise in oil prices (which resulted in a +0.6 point contribution of oil products to the CPI), is expected to 

fall in 2019 and then remain stable in 2020 (+1.2%).” 

 

 

2- The High Council’s Assessment 

The High Council evaluates successively the assumptions of activity growth, inflation, 

employment and the private sector wage bill. 

a) Activity growth 

         The Government forecasts a real GDP growth of 1.4% in 2019 and 1.3% in 2020. Compared to 

the April 2019 stability program, the assumption is unchanged for 2019, and revised slightly 

downwards (-0.1 points) for 2020. 

For the year 2019, the Government's growth forecast is slightly higher than that of 

international organizations and business institutes, which are mostly 1.3%. Taking into account the 

growth achieved in the second quarter, estimated at 1.1%, achieving 1.4% growth in 2019 requires 

GDP increases of around 0.35% per quarter in the second half of the year. Recent forecasts for growth 

in the third quarter point to a close pace (0.3% for the Banque de France and 0.4% for the OFCE). 



6 
 

Overall, the High Council considers that the growth projected by the Government for 2019, 

very close to consensus, is achievable. 

GDP growth forecasts for 2019-2020 

 France euro area 

 2019 2020 2019 2020 

European commission (July 2019) 1,3 1,4 1,2 1,4 

IMF (July 2019) 1,3 1,4 1,3 1,6 

OECD (September 2019) 1,3 1,2 1,1 1,0 

Banque de France / ECB (September 2019) 1,3 1,3 1,1 1,2 

OFCE (September 2019) 1,4 1,4 1,2 1,1 

Rexecode (September 2019) 1,3 1,2 1,2 1,0 

Consensus forecasts (September 2019) 1,3 1,2 1,1 1,2 

Governement (2020 Budget bill - September 2019) 1,4 1,3 1,2 1,2 

Source : HCFP from different institutions forecasts  

 

For the year 2020, the Government forecasts a slight decline in GDP growth to 1.3%. 

As the consumption of purchasing power gains in early 2019 was slower than expected, the 

Government's forecast assumes that it will continue into 2020. The savings rate is expected to decline 

slightly (from 14.8% in 2019 to 14.6% in 2020), after increasing by 0.6 percentage points in 2019. 

The High Council notes that this moderate decline in the savings rate is likely, assuming a return to 

the behavior usually observed in response to a similar change in purchasing power. 

Non-financial business investment is expected to slow in 2020 but remain dynamic (+2.7% in 

2020, after +3.3% in 2019). Despite the slight slowdown in activity and the recent easing of tensions 

on production capacity, this forecast seems plausible, particularly in view of the favorable investment 

climate marked by low interest rates and a high margin rate. 

French exports are expected to grow by 2.5%, in line with global demand (+2.6%). The 

Government thus adopts a relatively cautious assumption on the stability of market shares. On the 

other hand, this scenario assumes that the external uncertainties surrounding the growth forecast do 

not materialize. 

The Government's growth forecast for 2020 (1.3%) falls within the range of available 

forecasts, between 1.2% and 1.4%. 

 

The High Council considers that the Government's growth forecast is achievable by 2019 

and plausible by 2020. He stressed that this forecast does not take into account the possibility of a 

no-deal Brexit and its consequences on French growth. 



7 
 

b) The rise in consumer prices index 

         According to the Government, the rise in the consumer price index is estimated at 1.2% on 

average annually in 2019 and 2020, after 1.8% in 2018. Core inflation1 is expected to increase very 

slightly in 2019 and to stabilize in 2020. 

          

Consumer Price Index 

Changes in % Government Forecasts (yearly average) 

2018 2019 2020 

Index 1.8 1.2 1.2 

Core index 0.8 0.9 0.9 

In its April 2019 opinion on the stability program, the High Council considered that "the 

[expected] increase in core inflation could be slower than expected by the Government2".  

Since then, the Government has revised its core inflation forecasts for 2019 and 2020 

downwards. This would be part of a somewhat lower dynamic than explained by its fundamental 

determinants, in line with what has been observed in recent years3.  

  The decrease in inflation forecast by the Government in 2019 and 2020 compared to 2018 is 

mainly due to the lower contribution of petroleum products (zero in 2019 compared to 0.6 points in 

2018). It is based on the conventional assumption that the oil price will remain stable at its August 

level, leading to an average of $63 per barrel in 2019 (€56) and $59 per barrel (€53) in 2020. Given 

the risks to the operational maintenance of production capacity (as illustrated by the destruction of 

Saudi oil infrastructure in September 2019), the price of oil could be higher than anticipated by the 

Government4. Administered prices would contribute 0.2 points to inflation in 2019 and 0.3 points in 

2020, mainly due to the rise in tobacco prices. 

  These forecasts for 2019 and 2020 are close to the average of the September Consensus 

forecasts (1.2% and 1.3% respectively).  

  The High Council considers that the inflation forecasts adopted by the Government for 

2019 and 2020 are reasonable. 

c) Employment and private wage bill 

According to the Government's forecast, employment in the non-agricultural market sectors is 

expected to be dynamic in 2019 and then to slowdown in 2020. The wage bill is expected to follow 

similar trends, increasing by 3.3% in 2019 and 2.8% in 2020, after 3.5% in 2017 and 3.4% in 2018.  

                                                           
1 Price increase excluding volatile products and administered prices. 
2  Core inflation was then expected to reach 1.1% in 2019 and 1.2% in 2020. 
3 This scenario includes a near stabilisation of core inflation observed in the first half of the year, from 0.5-0.6% in the 

first months of the year to 0.9% in June-July before falling back to 0.7% in August. 
4 According to the estimates presented in the April 2019 stability program, a $10 increase in oil prices would reduce 

activity by 0.1 percentage points in the 1st year and by 0.2 percentage points in the 2nd year compared to the reference 

scenario. Similarly, consumer prices would increase by 0.3 points in the 1st year and by 0.4 points in the 2nd year. The 

impact on public finances would be slightly negative (the primary public balance would deteriorate by 0.1 percentage 

point of GDP in the 1st year and by 0.2 percentage point in the 2nd).  



8 
 

  Employment creation was higher in the first half of 2019 than expected due to the slowdown 

in activity. This increase in net job creation could be due in particular to certain reforms 

(transformation of the CICE into a reduction in contributions, various measures to reduce 

contributions, functioning of the labour market, etc.) but also partly to a further fall in trend 

productivity gains. Given this good start of the year, employment growth in the market sector is 

expected to be almost as high in 2019 as in 2018. In 2020, the employment growth forecast by the 

Government would be lower under the reasonable assumption of a gradual return to productivity 

gains close to the previous trend.  

  The Government's wage bill forecast for 2019 (+3.3%) includes the payment of the 

exceptional bonus introduced at the end of 20185 and exempt from any tax (€2.1 billion in 2019). 

Excluding the exceptional bonus, the change in the contribution base of the non-agricultural market 

branches would be 3.0% in 2019. This forecast is consistent with the latest available statistics, with 

the year-on-year increase in the total payroll subject to social security contributions estimated at 3.1% 

in the second quarter of 2019. The slowdown in the wage bill forecast for 2020 (2.8%) reflects the 

slowdown in employment. 

Market sector wage bill (evolution in%) 

 2017 2018 2019 2020 

Number of employees  1.8 1.7 1.5 0.9 

Average wage 1.7 1.7 1.8 1.8 

Wage bill 3.5 3.4 3.3 2.8 

Wage bill excluding 

exceptional bonus 
3.5 3.4 3.0 2.8 

Source : High Council of public finance, from government and ACOSS forecasts and data  

 

The High Council considers that the employment and wage bill forecasts for 2019 are 

consistent with the information available. They are reasonable for 2020. 

III- Remarks on public finances forecasts for 2019 and 2020 
 

 The High Council analyzed the consistency of the budget bill with the multi-year structural 

balance targets. Then it assesses the risks on public revenues and expenditure. 

1- The Government’s scenario 

According to the Government's referral file, "The draft budget and social security financing laws 

for 2020 forecast a nominal deficit of 3.1% in 2019 and 2.2% in 2020 and a structural deficit6 that 

improved by 0.1 percentage point of GDP in 2019 and remained stable in 2020. […] 

 

                                                           
5 This bonus, exempt from social security contributions and taxes up to a maximum of €1,000 for employees whose 

compensation is less than 3 times the minimum wage, could be paid between 11 December 2018 and 31 March 2019. The 

amounts paid were €0.1 billion in the 4th quarter of 2018 and €2.1 billion in the 1st quarter of 2019. The payroll including 

this bonus increased by 1.5% in the 1st quarter of 2019 and then decreased by 0.3% in the 2nd quarter as a result. The 

amount of this bonus represents 0.3% of the annual payroll in 2019. 
6   The structural balance is defined as the public balance adjusted for the direct effects of the economic cycle and 

temporary measures (see Annex 3). 
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The tax rate net of tax credits, after having reached 45.0% of GDP in 2018, would reach 43.8% 

in 2019 and 44.0% in 2020 (amounts restated for the creation of France compétences7, 44.0% and 

44.3% without this restatement), representing a decrease of more than 1 pt of GDP since 2017 

(45.2%). […] 

These tax cuts are made possible by the control of public spending. Indeed, public expenditure 

excluding tax credits would be contained at +0.7% in volume in 2019 and 2020, or +1.7% per year 

in value (amounts restated for the creation of France compétences), while financing the economic 

and social emergency measures announced at the end of December 2018, as well as the measures 

concluding the Great National Debate announced at the end of April 2019.” 

2- The consistency with the multiannual structural balance targets 

         Under the constitutional bylaw of December 17, 2012 the High Council gives an opinion on the 

consistency of the structural balance path presented in the 2020 budget bill with the latest 

programming law targets i.e. the one of January 2018 for the years 2018 to 2022. According to the 

same constitutional bylaw, a deviation of the structural deficit is deemed significant once it exceeds 

0.5 point of GDP a year or 0.25 on average over two years. 

According to the Government, the public balance is estimated at -3.1 points in 2019 and 2.2 

points in 2020. The structural balance would be -2.2 points in both years. The cyclical component 

would be almost zero for both years, taking into account the Government's estimate of an output gap 

that is itself very close to zero. The year 2019 was marked by the exceptional accumulation of the 

CICE and the reduction in social contributions, which worsened the nominal balance without 

affecting the structural balance. 

a) A structural balance that deviates from the programming law path 

         The structural budget balance is calculated with the same potential GDP assumptions as in the 

programming law. In its September 2017 opinion on this programming law, the High Council deemed 

that the Government’s potential growth estimate (1.25% in 2018 and 2019) “was a reasonable basis 

to implement the mid-term public finances planning”. 

In 2019, the structural balance is estimated at -2.2 points of GDP, an improvement of 0.1 point 

compared to 2018. The cyclical component of the deficit would be zero, with GDP at its potential 

level according to the Government's assessment. However, there are uncertainties about the 

assessment of the French economy's position in the cycle (see Annex 4). 

According to the data presented in the draft budget bill for 2020, the gap with the programming 

law trajectory would be -0.1 points of GDP in 2018 and -0.3 points of GDP in 2019. The average 

difference over two years would therefore be 0.2 points per year on average.  

It would thus be slightly below 0.25 points per year, just below the threshold for triggering 

the correction mechanism provided for in article 23 of the 2012 constitutional bylaw. However, the 

possibility that the correction mechanism will be triggered when the budget settlement bill for 2019 

is examined cannot be ruled out, given the uncertainties surrounding both macroeconomic forecasts 

and public finances.  

 

 

                                                           
7   The integration into the field of public administrations of expenditure and revenue from vocational training and 

apprenticeship carried by France compétences, beyond the Skills Investment Plan (PIC), would have a symmetrical  

impact on public expenditure and revenue, of €4.6 billion in 2019 and an additional €1.5 billion in 2020. 
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Decomposition of the general government public balance 

In points of GDP 
Budget bill for 2020  

(sept. 2019) 

Programming law  

(Jan 2018) 

 2018 2019 2020 2018 2019 2020 

Nominal Balance -2,5 -3,1 -2,2 -2,8 -2,9 -1,5 

Cyclical component 0,0 0,0 0,1 -0,4 -0,1 0,1 

One-off measures -0,2 -0,9 -0,1 -0,2 -0,9 0,0 

Structural balance -2,3 -2,2 -2,2 -2,1 -1,9 -1,6 

Deviation from the 

programming law 
-0,1 -0,3 -0,5    

Note: Figures being rounded to the nearest tenth, components may not add to the total. 

Source: 2020 budget bill and 2018 programming law. 

 

In 2020, the structural balance would be - 2.2 points of GDP, a level identical to the nominal 

balance. The cyclical component (+0.1 point) would be offset by one-off and temporary measures (-

0.1 point). The budget bill's structural deficit forecast for 2020, which takes into account in particular 

the measures announced at the end of April following the great national debate, is revised upwards 

against the stability program by 0.3 point of GDP.  

The structural balance in 2020 would deviate significantly from the target set in the January 

2018 programming law: -2.2 points in the budget bill versus -1.6 points in the LPFP8. 

The High Council notes that the structural balance path presented in the 2020 Budget Billis 

not consistent with the programming law. The public finance scenario associated with the budget bill 

deviates significantly ex ante from the path defined in the current programming law.  

 

                                                           
8 This difference in the structural balance reflects a lower structural effort than that provided for in the programming law, 

but other factors also contributed to it over the period, including changes in the scope of general government in 2018 (in 

particular the integration of SNCF réseau), revenue windfalls (elasticity effects), which were significant in 2017 and 2018, 

revisions in GDP growth leading to a different cyclical component than that of the programming law, etc. 
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b) Structural adjustment and structural effort almost nill  

Structural adjustment, i.e. the change in the structural balance, would be very small in 2019 and 

2020 (0.1 point and 0.0 point respectively, see Annex 5). 

 
The structural adjustment and the structural effort in 2018 and 2019 

 as presented by the government 

 In points of potential GDP  2020 Budget bill (sept. 2019) Programming law ( january 2018) 

  2018 2019 2020 
Cumulation 

2018-20 
2018 2019 2020 

Cumulation 

2018-20 

Structural adjustment  0,1 0,1 0,0 0,2 0,1 0,3 0,3 0,7 

Structural effort 0,1 0,1 0,1 0,3 0,2 0,3 0,4 0,9 

Of which expenditure 

restraint 

(excluding tax credits) 

0,3 0,3* 0,4* 1,0 0,4 0,4 0,5 1,3 

Of which tax credit key -0,2 -0,3* -0,6* -1,1 -0,3 -0,1 -0,5 -0,9 

Non-discretionary 

component 
0,0 0,1 0,3 0,4 0,0 0,0 0,4 0,4 

Key on credit tax**  0,0 0,0 -0,1 -0,1 -0,1 0,0 -0,1 -0,2 

Source: 2020 budget bill, January 2018 programming law. 

Note: Figures being rounded to the nearest tenth, components may not add to the total. 

* Those data neutralize the impact of the creation of France Compétences on 1 January 2019. On a constant field, 
expenditure effort and the effort in compulsory levies (new revenue measures) would be 0.1 point and -0.1 point 

respectively in 2019, and 0.3 point and -0.5 point in 2020. 

** In national accounts, tax credits are recorded on the basis of claims filed and not refunds charged to the budgetary 

balance. The difference between refunded tax credits and tax credit receivables, known as the "credit tax key", affects the 

structural adjustment measure. In 2020, the high level of this "key" is linked to the removal of the CICE. It reflects the 

significant difference between the still significant payments made in previous years and the near disappearance of 

receivables. 
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         The High Council stresses that the structural adjustments planned for 2019 and 2020 are below 

those provided for in the Programming Law (0.3 in both years), and even higher than those provided 

for in the provisions of the "preventive arm" of the Stability Pact (a structural adjustment strictly in 

excess of 0.5 points of GDP per year for countries that have not reached their medium-term 

objective9).  

The structural effort, which represents the part of structural adjustment directly linked to 

expenditure effort or new tax measures, would amount to a cumulative 0.3 point of GDP over the 

period 2018-2020, compared to 0.9 point in the LPFP.  

The cumulative structural effort gap between the budget bill and the LPFP (-0.6 point) essentially 

corresponds to a lower expenditure effort of -0.3 points of GDP, despite the decline in interest 

payments, and a further reduction in taxes by -0.2 points of GDP. 

The Government forecasts a 0.1 point of GDP reduction in the structural deficit for 2019, 

which would amount to 2.2 point of GDP. In relation to the trajectory defined in the public 

finance programming law for 2018 to 2022 (LPFP), the structural balance gap would be -0.1 

points in 2018 and -0.3 points in 2019 respectively. The High Council indicates that such a 

deviation is very close to the trigger threshold of the correction mechanism provided for in 

article 23 of the 2012 Organic Law (-0.25 points on average over two years).  

  

In 2020, the structural deficit would still be 2.2 points of GDP, compared with 1.6 

percentage points in the 2018 LPFP. The High Council therefore notes that the Government 

submits an article of the budget bill, which deviates significantly from the trajectory of the 2018 

public finance programming law. Such a choice leads to a problem of coherence between the 

PLF 2020 and the 2018 LPFP and weakens the scope of the multi-year programming exercise 

in terms of public finances.  

3- Risks on revenue and expenditure 

The High Council has focused on identifying the risks affecting the 2019 and 2020 revenue and 

expenditure forecasts based on the information available to it. 

a) Receipts 

         The Government forecasts a decline in receipts for 2019 and 2020 due to new tax measures, while 

their growth at constant legislation would be close to that of GDP. 

In 2019, the amount of new measures10 would be €28.2 billion (on a constant field), or €8.2 billion 

excluding the effect of the transformation of the CICE into a lower contribution rate.  

According to the Government, the growth in compulsory levies at constant legislation would be 

consistent with the GDP growth in nominal terms: the ratio of these two growth rates, known as the 

elasticity of compulsory levies to GDP, would be around 1. This elasticity close to unity would essentially 

be due to the more dynamic growth than GDP in State taxes (and in particular corporate income tax, 

income tax and VAT), offset by a slightly lower increase in social security revenues than in activity.  

                                                           
9 By reducing its deficit below 3 percentage points of GDP in 2017, France emerged from the excessive deficit procedure 

in June 2018, thus moving into the preventive arm of the Stability and Growth Pact. European rules require a reduction 

in the structural deficit of strictly more than 0.5 points of GDP per year but allow a deviation of 0.25 points on average 

over two years. 
10 These include measures to reduce or increase the compulsory contributions of the 2020 budget bill or previous measures 

affecting the year 2019. 
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For 2020, the new measures would amount to €8.5 billion once the impact of the transformation 

of the CICE has been neutralized. This decrease is the result of three significant measures: the reduction 

in income tax (€5.0 billion), the third instalment of the housing tax rebate for 80% of households (€3.7 

billion), the continued reduction in the corporate income tax rate (€2.5 billion), partially offset by a few 

upward measures, notably relating to tobacco taxation (+ €2.0 billion).  

The Government has adopted the reasonable assumption of unit elasticity of compulsory taxes to 

GDP.  

For 2019 and 2020, the High Council considers that the projections for taxes and social security 

contributions are consistent with the macroeconomic scenario adopted. 
    

b) Public expenditure 

Public expenditure growth in the 2020 budget bill  

(excluding tax credit, constant field11) 

In % 2017 2018 2019 2020 

Public expenditure in value 1.6 1.8 2.0 1.6 

GDP deflator 0.5 0.8 1.3 1.2 

Public expenditure in volume  1.2 1.0 0.7 0.4 

Source : High Council of public finance,based on data from ministry of economics and finances  

 

In 2019, the overall increase in expenditure excluding tax credits presented in the 2020 budget 

bill (excluding the creation of France compétences) was 2.0% in value, or 0.7% in volume (deflated 

by GDP prices)12.  

 In 2020, on the same field, public expenditure would increase by 1.6% in value, or 0.4% in 

volume (deflated by GDP prices). The State's expenditure target for 2019 includes an increase in 

ministerial appropriations of €5.7 billion compared to the 2018 execution. This target includes savings 

of €1.5 billion compared to the initial budget bill for 2019, which remain to be achieved in 

implementation. Ministry appropriations are expected to continue to grow between 2019 and 2020 to 

the tune of €6 billion.  

The High Council notes that efforts to achieve a more realistic budgeting of government 

expenditure have been made since the 2018 budget bill, although some pockets of under-budgeting 

remain (e. g. field operations and domestic missions). The State's expenditure target for 2019 includes 

an increase in ministerial appropriations of €5.7 billion compared to the 2018 execution. This target 

includes savings of €1.5 billion compared to the initial finance law for 2019, which remain to be 

achieved in implementation. Ministry appropriations are expected to continue to grow between 2019 

and 2020 to the tune of €6 billion.  

 The High Council notes that efforts to achieve a more realistic budgeting of government 

expenditure have been made since the 2018 budget bill, although some under-budgeting remain (e. 

g. field operations and domestic missions).  

 The Government plans that the implementation of the reform of the method of calculating 

housing subsidies (APL)13, which will save around €1 billion on State’s expenditure, will take place 

                                                           
11 Excluding tax refund at 3% (€4.7 billion in 2017, €3.7 billion in 2018 and €0.1 billion in 2019), excluding Areva 

recapitalization in 2017 (€4.8 billion), excluding France compétences (€4.6 billion in 2019, €1.5 billion in 2020). 
12  If we take the consumer price index excluding tobacco as a deflator, as the Government usually does, the volume 

growth of public expenditure would be 1.0% in 2019 and 0.6% in 2020. 
13 Called "contemporaneous", i.e. the calculation of the APL based on the resources received by the recipients in the 

previous quarter, and not based on the resources received two years earlier. 
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in January 2020. However, given the multiple postponements of this reform during 2019, compliance 

with the envisaged timetable remains uncertain. 

The High Council notes that there are uncertainties surrounding the forecasts for the revenue 

levy in favour of the European Union (PSR UE) and interest payments. 

In PLF 2020, the Government's forecast for the PSR UE is slightly lower (€0.1 billion) than the 

2019 budget law, while the last year of the Multi-annual Financial Frameworks generally shows a 

strong acceleration in EU spending and PSR UE (which has increased on average over the last three 

the Multi-annual Financial Frameworks by €1 billion in the last year).  

 Conversely, interest payments14 could be slightly lower than in the 2020 budget bill forecast. 

For example, if interest rates remained unchanged at their value observed on the 1st  September 2019 

(-0.6% for the 3-month rate and -0.2% for the 10-year rate), the additional expenditure savings would 

be around €1 billion in 2020. 

Social security expenditure is expected to decelerate slightly in 2020 compared to 2019 (1.9% 

after 2.2% in value in national accounts). This forecast is achievable if the savings announced, 

particularly on the Ondam and Unédic, are achieved for the expected amounts. 

Local government operating expenditure, composed mainly of local authorities, would increase 

by 1.5 per cent in 2019 and 0.7 per cent in 2020 in the Government scenario. Their investment would 

increase by 8.9% in 2019 and then decrease by 0.1% in 2020 in line with the electoral cycle15.  

With regard to expenditure over the first 8 months of 2019 (+1.6% for operating expenditure 

and almost +16% for investment, excluding debt repayment16), the trend in local expenditure could 

be more sustained in 2019 than expected in the budget bill. The same could be true in 2020, 

particularly given the high level of savings by local authorities.  

The High Council considers that the forecast of public expenditure trends for 2019 and 

2020 is plausible. The interest payments could be lower than expected. On the other hand, there 

are risks to the revenue levy in favour of the European Union and to the evolution of local 

expenditure.  

Overall, the High Council considers that the nominal government balance forecast for 

2019 and 2020 (-3.1 and -2.2 percentage points of GDP respectively) is plausible. 

Finally, he pointed out that the public debt-to-GDP ratio would fall from 98.4% in 2018 to 

98.8% in 2019, as a result of the temporary increase in the nominal deficit, due in particular to the 

transformation of the CICE into a reduction in contributions, and would then remain at 98.7% in 

2020. The debt ratio would thus be almost stable over the period 2018-2020, in contrast to the decline 

observed in the euro area since 2016. 

 

                                                           
14 The 10-year interest rate assumptions used in the Government's scenario (0.20% at the end of 2019 and 0.70% at the 

end of 2020) are higher than those recorded in the Consensus forecasts (0.0% in September 2020). On the other hand, the 

short-term interest rate assumptions (3 months; stable at -0.5% over the entire period) are very slightly lower than the 

Consensus forecasts (stable at -0.4% until September 2020). 
15 Expenditures amounted to 8.1% and -1.8% respectively, excluding Société du Grand Paris. 
16 If the annual growth in Local Authorities' expenditure (APUL) were to be at the rate observed at the end of August 

2019, an increase in expenditure of more than €4 billion would be recorded in 2019 compared to the forecast in the 2020 

budget bill. The actual and structural public deficits would be reduced by 0.2 percentage point of GDP. However, these 

monthly General Directorate of Public Finance (DGFiP) data should be interpreted with caution. For example, operating 

expenses increased by 0.9% between the eight-month cumulative figures at the end of August 2017 and the end of August 

2018, but by 0.2% over the entire year 2018. Similarly, investment expenditure increased by 7% between the end of 

August 2017 and the end of August 2018, but by 4.5% over the year as a whole. 
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* 

* * 

 

 

 

       This opinion has been published in the Official Journal of the French Republic and 

attached to the budget bill for 2020. 

 

 

 

 

Done in Paris, 23 September 2019. 

 

 

 

For the High Concil of public finance, 

The first president of the Court of Auditors, 

President of the High Concil of public finance 

 

 

 

 

 

 

Didier MIGAUD 
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Annex 1: the macroeconomic scenario attached to the 2018 budget bill 

Economic forecasts for France 

 2018 2019 2020 

Goods and services, real terms %, annual average 

Gross domestic product 1.7 1.4 1.3 

Final consumption of households 0.9 1.2 1.5 

Final public consumption 0.8 0.8 0.8 

Grossed fixed capital formation 2.8 2.9 2.0 

Of which : Non-financial corporates 3.9 3.3 2.7 

  Public administrations 2.4 5.3 1.4 

Households(excluding individual 

entrepreneurs) 
2.0 0.8 

0.8 

Imports 1.2 2.2 2.5 

Exports 3.5 2.3 2.5 

Contributions to real GDP growth In points of GDP 

Private domestic demand (excluding inventories) 1.0 1.1 1.2 

Public demand 0.3 0.4 0.2 

Inventories -0.3 -0.2 0,0 

External Trade 0.7 0.0 0.0 

Prices and nominal aggregates %, annual average 

Consumer prices inflation index 1,8 1.2 1.2 

Core inflation 0.8 0.9 0.9 

Gross domestic product deflator 0.8 1.3 1.2 

Nominal gross domestic product 2.5 2.7 2.6 

Productivity, employment and wages %, annual average 

Market-sector (excluding agriculture)  :    

- Productivity 0,3 0,0 0,6 

- Payrolls 1,7 1,5 0,9 

- Average salary 1,7 1,8 1,8 

- Wage bill 3,4 3,3 2,8 

Total employment 0,9 0,9 0,6 

Non-financial corporate account %, annual average 

Value Added 3,0 3,5 3,4 

Gross operating product 1,3 7,6 0,6 

Markup rate 31,2 32,4 31,6 

Saving rate 22,6 23,8 22,8 

Investment rate 24,1 24,5 24,7 

Self-financing rate 93,4 97,3 32,1 

Households account %, annual average 

Total wage bill 2,9 2,9 2,4 

Gross disposable income 2,7 3,3 2,5 

Purchasing power of gross disposable income 1,2 2,0 1,2 

Saving rate 14,2 14,8 14,6 

Operations with the rest of the world In GDP points 

Trade balance FAB-FAB (customs data) -2,5 -2,3 -2,3 

Trade balance FAB-FAB ( in billions of euros) -59 -56 -56 

International context %, annual average 

Global demand for France 3,8 2,0 2,6 

Euro-dollar exchange rate 1,18 1,12 1,12 

Oil Price (per Brent baril in dollars) 71 63 59 

Source : ministry of economy and finance (September 2019), Working day adjusted data 
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Annex 2: introductory article of the 2020 budget bill 

Texte de l’article : 

 

Les prévisions de solde structurel et de solde effectif de l'ensemble des administrations publiques 

pour l’année 2020, l'exécution de l'année 2018 et la prévision d'exécution de l'année 2019 s'établissent 

comme suit : 

(En points de produit intérieur brut) 

 Exécution 2018 Prévision 

d’exécution 2019 

Prévision 2020 

Solde structurel (1) -2,3 -2,2 -2,2 

Solde conjoncturel (2) 0,0 0,0 0,1 

Mesures ponctuelles et 

temporaires (3) 

-0,2 -0,9 -0,1 

Solde effectif (1 + 2 + 3) -2,5 -3,1 -2,2 

  

Exposé des motifs de l’article : 

 

Cet article présente, conformément à l’article 7 de la loi organique n° 2012-1403 du 17 décembre 

2012 relative à la programmation et à la gouvernance des finances publiques, la prévision de solde 

structurel et de solde effectif de l'ensemble des administrations publiques pour 2020. Il présente 

également ces mêmes soldes pour les années 2018 (exécution) et 2019 (prévision d’exécution). 

La prévision de déficit public pour 2019 s’établit à 3,1% du PIB. En effet, le solde 2019 est affecté 

de manière ponctuelle et temporaire par le double-coût pour les finances publiques de la bascule du 

crédit d’impôt pour la compétitivité et l'emploi (CICE) en allègements pérennes de cotisations 

sociales (0,8 point de PIB). En 2020, le solde serait de -2,2% du PIB. En termes structurels, la 

résorption du déficit se poursuivrait en 2019 et 2020, avec un niveau de solde structurel de -2,2% du 

PIB potentiel en 2020 après -2,3% en 2018.  

En 2019, la croissance serait proche mais légèrement supérieure à son rythme potentiel, traduisant 

une légère amélioration conjoncturelle du solde public. L’ajustement structurel de +0,1 point de PIB 

serait porté par un effort en dépense de +0,3 point, une fois neutralisé l’impact de la création de France 

Compétences. En recettes, les mesures nouvelles en prélèvements obligatoires pèseraient sur 

l’ajustement à hauteur de -0,2 point. 

En 2020, la croissance serait légèrement supérieure à son rythme potentiel, si bien que la variation 

conjoncturelle du solde public serait très légèrement positive. L’ajustement structurel serait nul, 

malgré un effort positif (+0,1 point), porté par un effort en dépense de +0,4 point une fois neutralisé 

l’impact de la création de France Compétences. A l’inverse, les mesures nouvelles en prélèvements 

obligatoires pèseraient sur l’effort structurel à hauteur de -0,3 point. Par ailleurs, l’ajustement 

structurel serait légèrement pénalisé par la composante non discrétionnaire des recettes (-0,1 point). 
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Comme débattu devant le Parlement à l’occasion de l’examen du Projet de loi de règlement des 

comptes 2018, le niveau de solde structurel en 2018 s’avère légèrement inférieur à celui projeté dans 

la programmation (-2,3% vs -2,1% dans la LPFP), suite à l’intégration du déficit de SNCF Réseau 

dans la mesure du solde public (-2,5 Md€ de solde 2018), élément contribuant à la sincérité de nos 

comptes, et à la révision de la croissance 2018 par l’Insee en mai dernier. En 2019, cet écart 

s’accroitrait légèrement (-2,2% contre -1,9%) malgré un ajustement structurel positif (+0,1 pt), 

cependant inférieur à celui projeté en LPFP (+0,3 pt). Cette révision du rythme d’amélioration 

structurelle des comptes publics est à la fois liée à la réponse d’ampleur qu’a apportée le 

Gouvernement à l’urgence économique et sociale ainsi qu’à un contexte économique moins favorable 

(croissance revue à 1,4% contre 1,7% dans la programmation).  

En 2020, le rythme de consolidation des comptes publics a de nouveau été ajusté (solde structurel de 

2,2%), pour tenir compte à la fois de l’effet des mesures d’urgence adoptées en 2019 sur 2020 et des 

mesures issues du Grand Débat National annoncées le 25 avril (la loi de programmation prévoyait un 

solde structurel de 1,6% en 2020). 

Les hypothèses ayant servi au calcul du solde structurel et notamment l’estimation de la croissance 

potentielle de l’économie sont inchangées par rapport à celles de la loi de programmation des finances 

publiques pour les années 2018 à 2022.  

 

Pour mémoire :  

en Md€ Exécution 2018 
Prévision d’exécution 

2019 
Prévision 2020 

Solde effectif -59,5 -73,9 -53,5 

PIB nominal 2 353,1 2 416,9 2 479,4 
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Annex 3: estimating the general government structural balance 
 

The structural balance estimate  

To assess the public finance path, the structural budget balance is usually considered. The structural 

balance is the public balance adjusted for the direct impact of the economic cycle and exceptional 

events. The public balance is thus divided into two components:  

 A cyclical component, which reflects the impact of the economic cycle on public administrations’ 

expenditure and revenue;  

 A structural component, being what the public balance would be if domestic production were at its 

potential level.  

The calculation of the cyclical and structural components of the public balance is based on the 

potential GDP estimate. Potential GDP is the “sustainable” output, i.e. the quantity that can be produced 

without having positive or negative impacts on inflation. The cyclical component of the public balance 

results from the cyclical variations in public revenue and expenditure, considered as follows:  

 On the revenue side, only compulsory levies are assumed to be cyclical. The cyclical parts of the 

income tax, corporate income tax, social security contributions and other mandatory contributions are 

calculated separately based on the observed levels, the estimated output gap and the elasticity of each tax 

category to GDP growth17;  

 On the expenditure side, only the unemployment compensation expenses are considered dependent 

on economic conditions18. Their cyclical share is estimated, as for revenue, based on their elasticity to the 

output gap and the amounts observed.  

The structural balance is calculated as the difference between the nominal public balance and the 

cyclical component estimate. Given the fact that compulsory levies and cyclical expenses account for 

about half of GDP and that their average elasticity is close to one, the cyclical component of the public 

balance is equal to just over half the output gap (for France). A final correction is made to the structural 

balance in order to exclude certain events or actions that have no lasting impact on the public balance. 

However, there is no comprehensive definition of one-off and temporary measures and their 

assessment is partly based on interpretation.  

The components of the structural adjustment  

The variation of the structural balance is known as “structural adjustment”. A positive structural 

adjustment reflects a budgetary policy directed towards the medium term objective (-0.4% for France as 

set by the programming law), when there initially is a deficit. Conversely, a negative structural adjustment 

reflects an expansionist budgetary policy, increasing the structural deficit.  

In order to assess more sensibly the budgetary policy, the structural adjustment is divided into two 

components.  

 The structural effort, which measures the discretionary part of the structural adjustment, i.e. 

controlled by public decision makers, is made of:  

                                                           
17  This effect is evaluated on the basis of the average "elasticities" of each tax category with respect to the output 
gap. The elasticities used are those estimated by the OECD.  
18 As for other expenditures, they are either discretionary in nature or no link with the economic situation can be 
clearly and reliably identified. 
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o the expenditure restraint, which compares the public spending real growth (calculated with the GDP 

deflator) to the economy’s potential growth. It has a positive contribution to the structural adjustment 

when public spending grows slower than potential GDP;  

o the new measures on compulsory levies.  

 The non-discretionary part takes into account:  

- the impacts of changes in revenue elasticities: since the cyclical component of the public balance is 

based on average elasticities, the structural balance includes the effects of elasticity fluctuations around 

the long-term average value;  

- the changes in revenues other than compulsory levies.  
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Annex 4: Uncertainties in the evaluation of the economy's position in the 

economic cycle and the implications for the structural balance estimation 

           

Estimating the economy's position in the cycle makes it possible to assess the cyclical 

component of the public balance and to deduce the structural balance from it. However, there are 

uncertainties around the estimation of the output gap. 

The output gap represents the gap between GDP and potential GDP, corresponding to the 

national wealth that the economy could produce without creating tensions. The assessment of the 

output gap makes it possible to assess, in particular, the economy's ability to rebound or, conversely, 

the expected increase in growth.  

As an unobservable quantity, the output gap must be evaluated using statistical tools. Indeed, 

measures of this output gap diverge across institutions.  

The output gap in 2018 is estimated by international organisations to be in a range from -0.3 

points of GDP (OECD, May 2019 forecast) to +0.4 points of GDP (European Commission, May 

2019), the IMF estimate being +0.2 percentage points of GDP (April 2019). The Government's 

assessment is -0.1 percentage point of GDP. 

 

 

 

           However, revisions in the output gap can be substantial and lead to a posteriori reinterpretation 

of an economy's position in the cycle19. In particular, the updating of output gap estimates in the 

forecasts published by the European Commission and the IMF since 2017 has generally supported a 

                                                           
19 See opinion HCFP-2017-3.  
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closing of the output gap. These revisions can have several origins: revisions to actual GDP growth 

data and revisions to potential growth estimates.  

The estimation of the output gap can also be confronted with other indicators related to the economic 

cycle, such as production capacity utilisation rate, production bottlenecks, recruitment difficulties20. 

An analysis based on these indicators may lead to the conclusion that the French economy is higher 

than estimated so far, as indicated by the Treasury Directorate General in a recent publication (Trésor 

éco n° 223 of June 2018). In addition, this method is characterized by the fact that it provides a 

diagnosis that is hardly revised after the fact, unlike the methods used by the Government and 

international organizations. In particular, DG Treasury has highlighted that these estimates are closer 

to the European Commission's final estimate than the Commission's initial estimates.   

However, this tool is based on surveys and does not take into account quantitative variables (inflation, 

unemployment, etc.). Insee conducted an analysis21 based on a methodological approach similar to 

that of DG Treasury but including quantitative variables such as inflation and unemployment. Taking 

these into account leads to a more nuanced diagnosis of the economy's position in the cycle: in 2018, 

the French economy's GDP would be slightly above its potential level, but to a lesser extent than DG 

Treasury's assessment.  

The results of this work suggest that the output gap may already be positive in 2019, although it is 

difficult to accurately assess the magnitude of this gap. Thus, if the cyclical component of the public 

balance is positive in 2019, the structural deficit would be worse than that currently estimated by the 

Government. 

 

 

  

                                                           
20 See opinion HCFP-2018-1 
21 « Tensions sur l’offre et position de l’économie dans le cycle », Insee, Note de Conjoncture, December 2018 
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Annex 5: The fiscal stance  

has been almost neutral in France since 2016 

 

         The structural deficit in France was reduced by 2.5 points of GDP between 2011 and 2019, a 

decline of the same magnitude as that observed in the euro area (2.6 percentage points). Nevertheless, 

France started from a higher deficit level in 2011 (-5.1 points) than the euro area average (-3.5 points). 

France has therefore not closed the gap and its structural deficit is expected to be one of the highest 

in the euro area in 2019 (-2.6 GDP points22 compared to -0.9 GDP points according to European 

Commission estimates). 

 

            In France and the euro area as a whole, the effort for improving the structural balance was 

much more pronounced in the period 2011-2015 than in the period 2016-2019. It was on average 0.7 

GDP points per year during the period 2011-2015 and would then be slightly negative on average 

during the period 2016-2019 (-0.1 GDP point). 

The recovery of public finances over the period 2011-2015, mainly as a result of an increase in taxes, 

took place in a very deteriorated economic context, marked by the euro area crisis and the 

simultaneous implementation of public finance recovery policies in several countries. According to 

European Commission data, the fiscal policy orientation (measured by the structural effort) was 

restrictive during the period when the output gap was very negative (2011-201523). It was then 

broadly neutral between 2016 and 2019 as the output gap closed (see graph).  

                                                           
22 The structural deficit in 2019 is higher in the European Commission's estimate (-2.6 percentage points of GDP) than in 

the Government's estimate (-2.2 percentage points). The difference is explained by different estimates of the output gap 

(+0.5 percentage points of GDP for the Commission, 0.0 percentage point for the Government). 
23 The European Fiscal Board makes a fairly similar observation for the European Union as a whole over a longer period; 

in general, during the period 1999-2018, counter-cyclical policies were conducted in periods of deteriorated economic 

conditions (European Fiscal Board, "Assessment of EU fiscal rules with a focus on the six and two-pack legislation", 

August 2019). 
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           Both France and the euro area have implemented a pro-cyclical fiscal policy overall over the 

period 2011-2019, restrictive in a period of weak economic activity and expansionary in a period of 

positive economic activity. 

 

Fiscal stance in the euro area 


