
 
 

Opinion n° HCFP-2022-1 

on the general government structural balance presented in the budget settlement bill for 

2021 

 

24 June, 2022 

 

Summary 

 

The evaluation of the structural deficit (4.4 percent of potential GDP) submitted by the 

Government for 2021 is 3.1 percentage points higher than forecasted in the Programming 

Law (LPFP) of January 22, 2018 (1.2 percent of potential GDP). This difference is much 

higher than 0.5 percent and must therefore be considered significant, in accordance with 

Article 23 of the Organic Law n° 2012-1403 of December 17, 2012.  

The High Council notes that the public health crisis continued to significantly impact the 

situation of public finances in 2021 and therefore, it considers that the exceptional 

circumstances mentioned in Article 3 of the Treaty on Stability, Coordination and 

Governance (TSCG) were met in 2021, just like in 2020. Consequently, the High Council 

considers that although the gap between the structural balance and that of the LPFP is 

significant, this must not lead to the triggering of the correction mechanism for the 2021 

exercise. 

The High Council considers that the management of public finances requires that the 

exceptional circumstances clause must not be applied permanently. The High Council 

therefore invites the Government to promptly specify the criteria for lifting or 

maintaining this clause. 

As stated in its past opinions, the High Council reiterates that the structural balance 

estimate on which it must give an opinion today is very hazy and does not reflect the 

actual situation of public finances.  

First of all, the impact of several temporary factors arising from the health crisis in 2020, 

combined with the Government's decision to exclude the entirety of the emergency 

support measures from the structural balance estimate for 2020 alone, lead to an artificial 

improvement in the structural balance for 2020 (from -2.5 percent of potential GDP 

to -1.1 percent) and, on the contrary, to an accentuated deterioration in 2021 (from -1.1 

percent of potential GDP to -4.4 percent). This is notably because this time, the 

emergency support measures directly linked to the pandemic have been considered as 

affecting the structural balance. All these factors alter the significance of the structural 

balance over these two years. 

Secondly, the pandemic has made the potential GDP estimate provided in the 22 January 

2018 LPFP obsolete, as it predates the pandemic, even though that law remains the 

reference upon which the High Council must base this opinion, in accordance with the 

December 2012 organic law. In this respect, the High Council notes that considering the 

updated assessment of potential GDP presented in the Economic, Social and Financial 
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Report for 2022 would lead to a deterioration of the structural balance by an additional 

percent of GDP in 2021 (-5.4 percent of potential GDP instead of -4.4 percent). This 

confirms the importance of the discussions underway at a European level on European 

fiscal rules. 

Public debt sustainability requires a clear reduction of the structural deficit in the coming 

years and, especially, to take action on public spending which, in terms of GDP, remained 

significantly higher than its pre-crisis level in 2021. 
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1. The Government referred to the High Council of Public Finance on May 13, 2022, in 

accordance with Article 23 of Organic Law No. 2012-1403 of 17 December, 2012 on the 

programming and governance1 of public finances, to assess whether the multi-year structural 

balance objectives were met in 2021. 

2. On June 20, 2022, the Government sent an amending referral to the High Council, in 

order to take into account the revisions made by Insee on May 31, 2022 to the national accounts 

for the years 2020 and 2021. 

3.  The High Council, after deliberating at its June 24, 2022 meeting, adopted the following 

opinion. 

 

I- Introductory remarks 

 

1- On the subject of this opinion 

4. According to Article 23 of the organic law n° 2012-1403 of 17 December 2012, “the 

High Council of Public Finance gives an opinion on significant deviations, if any, from the 

trajectory observed in implementation relative to the multi-year structural balance targets 

defined by the public finance programming law”. A deviation is considered significant if the 

structural deficit presented in the budget settlement bill exceeds the balance target defined by 

the programming law by more than 0.5% of GDP for a given year or at least 0.25% of GDP per 

year on average for two consecutive years.  

5. The organic law further specifies that the structural balance must be estimated with the 

potential growth path submitted in the report attached to the programming law. If the High 

Council were to identify such a deviation, it would trigger the “correction mechanism” defined 

in Chapter IV of the organic law.  

6. In this opinion, the High Council refers to the public finance programming law of 22 

January 2018 for the years 2018 to 20222. 

 

2- On the information submitted and the decision timeframe 

 

7. The High Council received the referral file from the Government on 13 May 2022. This 

file contained the introductory article of the budget settlement bill for 2021 and in particular the 

summary table presenting the nominal and structural balances for all public administrations in 

2020 (Appendix 1). The referral file also contained detailed answers to a questionnaire 

previously addressed to the relevant administrations. On 20 June 2022, the High Council 

received a corrective referral file aimed at taking into consideration the publications of Insee's 

National accounts of 31 May 2022. 

8. As provided for in Article 18 of the organic law, the High Council held hearings of the 

relevant administrations’ representatives – French Treasury and Budget Department – on 16 

May 2022.   

                                                           
1 The Organic Law no. 2021-1836 of December 28, 2021 on the modernization of public finance management 

clarifies the provisions of the Organic Law no. 2012-1403 of December 17, 2012, and in particular of article 23, 

but will only become effective after the Budget bill for 2023 is submitted and will apply to finance laws for 2023 

and thereafter. 
2 Public finance programming law No 2018-32 of 22 January 2018 for 2018 to 2022. 
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II- Remarks on the evolution of the nominal and structural public deficits in 2021 

and on the deviations from the programming law 

 

1- Change in effective public and structural deficits between 2020 and 2021 

 

9. According to Insee, the public deficit reached € 160.9 billion in 2021, representing 6.4 

points of GDP, after 3.1 points in 2019 and 8.9 points in 2020. The very sharp GDP recovery 

(+8.2% after -5.2% in value) led to a strong growth of revenues (+8.4% after -4.8%), exceeding 

the sharp further increase in expenditures (+4.0% after +5.1%).   

10. However, the public deficit remains much higher than in 2019, both in value (€160. 9 

billion in 2021 compared to €74.7 billion in 2019) and in GDP points (6.4 points in 2021 

compared to 3.1 points in 2019). Despite measures reducing mandatory contributions and taxes, 

net of measures increasing them, amounting to nearly €10 billion over two years, the rate of 

mandatory contributions and taxes increased by 0.5 points between 2019 and 2021 and the ratio 

of public revenues to GDP (52.6 percent in 2021) is 0.3 point higher than in 2019. The ratio of 

public expenditure to GDP (59.0 percent) remains well above its 2019 level, by 3.6 points.  

 

Figure 1: public revenues and expenditures (points of GDP) 

 

Source: Insee 

 

11. The cyclical deficit narrowed significantly in 2021 (2.9 points of GDP to 2.0 points), 

due to the sharp increase in GDP (+6.8% in volume), which led to a reduction of the output gap 

(from -8.3% of potential GDP in 2020 to -3.3% of potential GDP in 2021 as estimated in the 

January 2018 public finance programming law). 

12. The balance of one-off and temporary measures ("one-offs") calculated by the 

Government decreased from -2.8 points of potential GDP in 2020 to -0.1 point in 2021 (see 

Table 1). Unlike in 2020, the Government considers that emergency support expenditures in 

response to the pandemic (furlough scheme, solidarity fund, health spending under Ondam, 

social security contribution exemptions)  are, in their vast majority, no longer part of one-off 
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and temporary measures, which are now limited to items unrelated to the health crisis (serial 

litigation) and, for a small positive amount (€0.4 billion), to the net impact of guaranteed loans 

to companies (PGE).   

 

Table 1:  one-off measures, in € billion 

  2019 2020 2021 

Public health crisis  -70.7 0.4 

- Due to part-time unemployment   -25.8  

- Due to the emergency fund ‘solidarity fund ’  -15.9  

- Due to the national health insurance expenditure target 

(‘Ondam’) 
 -14.0  

- Due to exemptions from social security contributions   -5.8  

- Due to claims on guaranteed loans (net of premia)   0.2 0.4 

Tax litigation (OPCVM, De Ruyter, Stéria, CVAE) -0.7 -1.8 -1.9 

Interests paid on litigation -0.2 -0.5 -0.4 

Tax conventions ‘Conventions judiciaires d’intérêt public’ 0.5 2.1  

CICE transformation3 -21.2   

CITS transformation -0.6   

Insee reprocessing of radio licenses -1.1   

Other -0.2 -0.5 -0.4 

Effect on general government balance -23.5 -71.5 -2.2 

Effect on general government balance (percent of potential 

GDP) 
-1.0 -2.8 -0.1 

Source: Government 

 

13. The structural budget balance is calculated from the effective budget balance by 

neutralizing the impact of the economic cycle as well as exceptional and temporary measures.4  

14. The structural deficit, artificially improved in 2020 by the accounting treatment of 

emergency support measures as one-offs and temporary measures, widened sharply in 2021 

(+3.2 points of potential GDP, to 4.4 points of potential GDP), due to the almost complete 

disappearance of transitory factors which affected 2020, and to the inclusion of emergency 

support measures in the structural balance, unlike 2020. This decline was partially limited by a 

new increase in the compulsory tax rate. 

                                                           
3 CICE and CITS are tax credits linked to the wage bill. 
4 The methods for estimating the structural balance are outlined in Appendix 2. 
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Figure 2: breakdown of the general government balance 

(in points of GDP for the general government balance and the cyclical balance and in 

points of potential GDP for the structural balance and one-off and temporary measures) 

 

Source: Government 

15. Additionally, the HCFP highlights that the pandemic is likely to have reduced the supply 

capacity of the French economy. Indeed, in the Economic, Social and Financial Report for 2022, 

the Government presented an estimation of potential GDP that was revised downward 

compared to the one in the programming law. Considering this new estimate would lead to an 

increase in the structural deficit of 0.6 point in 2020 (to 1.7 points of GDP) and 1.0 point in 

2021 (to 5.4 points of GDP).    

Figure 3:  structural balance depending on the two estimates of potential GDP (points of 

GDP)  

 

Source: Government  
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2- Comments on the deviations from the public finance programming law 

 

16. The deficit recorded in 2021 (6.4 points of GDP) is 5.5 points higher than the one 

forecasted in the January 2018 programming law (0.9 point of GDP).  

 

Table 2:  deviations from the 2018-2022 programming law 

(% of GDP or potential GDP) 

 

 2019 2020 2021 

LPFP  

(Jan. 

2018) 

PLR 2021 

(May 

2022) 

Gap 

LPFP  

(Jan. 

2018) 

PLR 2021 

(May 2022) 
Gap 

LPFP  

(Jan. 

2018) 

PLR 2021 

(May 

2022) 

Gap 

General balance (1) -2.9 -3.1 -0.1 -1.5 -8.9 -7.4 -0.9 -6.4 -5.5 

Cyclical component (2) -0.1 0.4 0.5 0.1 -4.9 -5.0 0.3 -2.0 -2.3 

One-offs * (3) -0.9 - 1.0 0.0 0.0 -2.8 -2.8 0.0 -0.1 -0.1 

Structural balance (1)-(2)-

(3)* 
-1.9 - 2.5 -0.6 -1.6 -1.1 +0.5 -1.2 -4.4 -3.1 

* In % of potential GDP 

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

Sources: 2018 public finance programming law No 2018-32 and budget settlement bill for 2021 

 

17. According to the breakdown presented by the Government, this gap is explained to a 

small extent (0.1 point) by one-off and temporary measures and to a larger extent (2.3 points) 

by its cyclical component: despite the significant economic recovery in 2021, GDP remains on 

average lower (by 3.3%) than the potential GDP listed in the public finance programming law, 

whereas the GDP forecast in the law was 0.1 point higher than potential GDP in 2021. 

According to the December 2012 organic law, the High Council must rely on the potential GDP 

estimate provided for in the LPFP, even though it is now outdated due to the pandemic.  

Figure 4:  trajectory of potential GDP (base 100 in 2019) in the Public finance 

programming Law and of the actual GDP (in annual average and in volume) 

 

Source: Insee, 2018 LPFP, Economic, Social and Financial Report (September 2021) 
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18. Most of the discrepancy (3.1 points) can be traced back to the structural balance, 

estimated at 4.4 percent of GDP, contrasting with the -1.2% forecast of the public finance 

programming law. This is entirely due to the increase in structural expenditure (4.1 points 

deviation from the public finance programming law), partly offset by the increase in structural 

revenues (0.9 percentage points deviation from the public finance programming law). 

 Table 3:  breakdown of the structural budget balance deviation from the Public finance 

programming law into structural revenues and expenditures (points of potential GDP) 

 2019 2020 2021 

Deviation from the structural balance (% of 

potential GDP) (1) = (2) + (3) 
-0.6 0.5 -3.1 

 structural revenue gap (% of potential GDP) 

(2) 
0.3 0.2 0.9 

  structural expenditure gap (% of potential 

GDP) (3) 
-0.9 0.3 -4.1 

Source: Government 

 

3- Assessments of the discrepancy between the structural budget balance and the 

public finance programming law 

19. In accordance with the Organic Law of December 17, 2012, the High Council gives an 

opinion on the consistency between the observed trajectory of the structural balance and the 

one provided for in the most recent programming law, which is currently that of January 22, 

2018 for the years 2018 to 2022. Article 23 of the Organic Law states that when giving an 

opinion on the budget settlement bill, the High Council must take into account, if appropriate, 

the exceptional circumstances mentioned in Article 3 of the Treaty on Stability, Coordination 

and Governance (TSCG).  

20. Following Government referral, in its opinion on the first draft of the amending finance 

Law for 2020, the High Council considered that the COVID-19 public health crisis and its 

economic and financial impacts could be considered exceptional circumstances.  

21. The High Council notes that the difference (-3.1 points) between the estimated structural 

balance for 2021 and the one forecasted in the programming law is clearly higher in absolute 

terms than the 0.5 point of GDP threshold and should therefore be considered significant as per 

the Organic Law.  

22. The High Council highlights that in 2021, the public health crisis continued to 

substantially harm the French economy and that the public finances situation therefore remained 

affected by these exceptional circumstances. The High Council points out that the general 

escape clause, which allows EU Member States to be exempted from the obligations that would 

normally apply under the European fiscal framework, remained effective in 2021. As a result, 

the High Council considers that this must not lead to the triggering of the correction mechanism, 

even though the significant difference between the estimated structural budget balance for 2021 

and the one forecasted in the programming law should have led it to do so under normal 

circumstances.  
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23. The High Council underlines that the exceptional circumstances clause resulting from 

the 2020 and 2021 health crisis must not be applied permanently, otherwise this could 

undermine the relevance of public finance programming and limit the scope and effectiveness 

of the Organic Law's provisions, particularly that of the correction mechanism established in 

Chapter IV. The High Council therefore invites the Government to specify, in its next financial 

bills, the criteria for lifting or maintaining the exceptional circumstances clause. It is crucial 

that these circumstances refer to very significant events affecting the macroeconomic context 

and the public finances situation, and not to fiscal policy choices that are unrelated to such 

circumstances.  

24. The evaluation of the structural deficit (4.4 points of potential GDP) submitted by 

the Government for 2021 is 3.1 points higher than forecasted in the Programming Law 

(LPFP) of January 22, 2018 (1.2 point of potential GDP). This difference is much higher 

than 0.5 point and must therefore be considered significant, in accordance with Article 23 

of the Organic Law n° 2012-1403 of December 17, 2012.  

25. The High Council notes that the public health crisis continued to significantly 

impact the situation of public finances in year 2021 and therefore, it considers that the 

exceptional circumstances mentioned in Article 3 of the Treaty on Stability, Coordination 

and Governance (TSCG) were met in 2021, just like in 2020. Consequently, the High 

Council considers that although the gap between the structural balance and that of the 

LPFP is significant, this must not lead to the triggering of the correction mechanism for 

the 2021 exercise. 

26. The High Council considers that the management of public finances requires that 

the exceptional circumstances clause must not be applied permanently. The High Council 

therefore invites the Government to promptly specify the criteria for lifting or 

maintaining this clause. 

III. Comments on the evaluation of the structural balance  

27. As noted in previous opinions, the Government's structural balance is hazy in 2020 and 

2021. This is because of the exceptional circumstances induced by the pandemic, and also 

because of the Government's choices when defining one-off and temporary measures (see box 

for a further analysis). 

28. The difficulties encountered in 2020 and 2021 in measuring the structural balance are 

partly due to the pandemic, but they also reflect the difficulties arising from applying the 

concept of structural balance to public finance management. Estimating the structural balance 

is always delicate because it relies on unobservable data. The calculation depends on the output 

gap estimate, which is unobservable and may be revised over time. Moreover, the cyclical 

balance estimate (which must be deducted from the nominal balance to get the structural 

balance) is based on a long-term average estimate of the cyclical elasticities of taxes and 

expenditure, which may differ significantly from those observed in a given year. 

29. This situation confirms the value and relevance of the ongoing European reflections on 

fiscal rules. The European Commission reopened the debate on EU fiscal governance last 

October to address the limitations of the concept of structural balance and how difficult it is to 

determine where we stand within the economic cycle as well as other criticisms of EU fiscal 

rules which are generally understood to be too complex and not specific to a country’s context. 

The Commission is expected to announce proposals for reform shortly, based on the first 

elements of consensus that have emerged among the Member States within the Eurogroup and 

the ECOFIN Council and that were presented by several speakers at the May 10, 2022 
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conference organized jointly by the High Council and the network of independent fiscal 

institutions of the European Union. After reform, European fiscal rules should be better adapted 

to the specific situation of Member States and should rely more on a rule based on the growth 

rate of expenditures, net of measures affecting mandatory contributions. 
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Box:  analysis of the assessment of the structural balance in 2020 and 2021 

As the High Council noted in previous opinions, the evaluation of the structural balance is 

particularly fragile in light of the health crisis and of the changes in accounting treatment for 

emergency measures. 

The structural balance improved in 2020 because the impact of the health crisis on 

expenditures was not limited to just emergency and support measures, which the Government counted 

as exceptional and temporary measures. 

In 2020, health restrictions and lockdowns reduced certain public operating and capital 

expenditures. Investment spending by local public authorities was affected by the lack of available 

construction companies to carry out certain construction projects.  Furlough scheme expenditure, 

which was recorded as a one-off and temporary measure, and therefore did not affect the structural 

balance, replaced unemployment benefits expenditure, thereby temporarily improving the structural 

balance. 

These lower expenditures are exceptional and temporary but do not fall within the scope of 

public choices and are therefore not included in the measures described by the government as one-off 

and temporary. These measures helped to improve the structural balance by an amount that can be 

estimated at 0.9 point of GDP (see Annex 3 for details). 

Similarly, the fall in public administration activity during the lockdowns led to a widening of 

the output gap and therefore of the cyclical balance, while the amount of the equivalent public 

expenditure, of the associated taxes and therefore, of the nominal balance, remained unchanged: the 

deterioration in the cyclical balance, with an unchanged nominal balance, mechanically improves the 

structural balance (+0.5 point of GDP). By contrast, the decline of revenues excluding mandatory 

contributions also temporarily worsens the structural balance (-0.4 point of GDP), but this decline is 

completely offset by their clear recovery in 2021. 

All of these factors, which are temporary by nature, led to a total improvement in the structural 

deficit of just over one point of potential GDP in 2020, although this effect does not reflect a 

sustainable improvement.Conversely , the spontaneous growth in taxes and social security 

contributions, which is higher than the growth in GDP, improves the structural deficit by about a half 

point and is more sustainable. 

Conversely , the temporary factors which improved the overall balance in 2020 disappeared 

almost entirely in 2021 and therefore no longer reduced the deficit, which decreased by almost one 

point of GDP in 2021 compared to 2020 (see Annex 3). Additionally, in 2021, the government no 

longer considered emergency support spending for employees and businesses as a one-off, temporary 

measure. This change in accounting treatment contributes to deteriorating the structural balance by 

2.4 points of potential GDP compared to 2020. Beyond these rebound effects, the stimulus package, 

net of EU financing and the tax cuts alreadydecided , worsen the structural balance by nearly one point 

of potential GDP compared to 2020, while the spontaneous growth of taxes and social security 

contributions, which again, grew higher than GDP, improves it by about 0.6 point. 

Overall, the after-effects relative to 2020, the change in accounting treatment for emergency 

support measures and the new measures taken in 2021 all combined led to a sharp increase (3.2 points 

of potential GDP) in the structural deficit in 2021, which reached 4.4 points of GDP.  
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30. As stated in its past opinions, the High Council reiterates that the structural 

balance estimate on which it must give an opinion today is very hazy and does not reflect 

the actual situation of public finances. 

31. First of all, the impact of several temporary factors arising from the health crisis 

in 2020, combined with the Government's decision to exclude the entirety of the 

emergency support measures from the structural balance estimate for 2020 alone, lead to 

an artificial improvement in the structural balance for 2020 (from -2,5 points of potential 

GDP to 1.1 point) and, on the contrary, to an accentuated deterioration in 2021 (from -1.1 

point of potential GDP to -4.4 points). This is notably because this time, the emergency 

support measures directly linked to the pandemic have been considered as affecting the 

structural balance. All these factors alter the significance of the structural balance over 

these two years. 

32. Secondly, the pandemic has made the potential GDP estimate provided in the 22 

January 2018 LPFP obsolete, as it predates the pandemic, even though that law remains 

the reference upon which the High Council must base this opinion, in accordance with the 

December 2012 organic law. In this respect, the High Council notes that considering the 

updated assessment of potential GDP presented in the Economic, Social and Financial 

Report for 2022 would lead to a deterioration of the structural balance by an additional 

point of GDP in 2021 (-5.4 points of potential GDP instead of -4.4 points). This confirms 

the importance of the discussions underway at a European level on European fiscal rules. 

33.  Public debt sustainability requires a clear reduction of the structural deficit 

in the coming years and, especially, to take action on public spending which, in terms of 

GDP, remained significantly higher than its pre-crisis level in 2021. 

 

 

* 

* * 

This opinion will be published in the Official Journal of the French Republic and sent to 

Parliament. 

 

Paris, June 24, 2022. 

 

For the High Council of Public Finance 

The First President of the Cour des Comptes, 

President of the High Council of Public Finance 

 

Pierre MOSCOVICI 
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APPENDIX 1  

 

Introductory article of the draft budget settlement bill for 2021 

Structural balance and effective balance for all public administrations for 2021 

 

The structural balance and the effective balance of all public administrations for 2021 are as 

follows (in percent of GDP): 

 

 
 

2021 

result 
 

Budget bill 

for 2021 

Programming law 

2018-2022 

 

Expected 

balances Gap 

Expected 

balances Gap 

Structural balance (1) -4.4 -3.8 -0.6 -1.2 -3.1 

Cyclical balance (2) -2.0 -4.5 2.6 0.3 -2.3 

One-off and temporary 

measures (3) -0.1 -0.2 0.1 0.0 -0.1 

Effective balance (1+2+3) -6.4 -8.5 2.1 -0.9 -5.5 

 

Explanatory statement :  

 

This article implements the provision provided for in article 8 of the organic law n° 2012-1403 

of December 17, 2012 relative to the programming and governance of public finances, by 

comparing the effective, cyclical, and structural public balances achieved in 2021, based on 

national accounting standards, to those provided for by the finance law n° 2020-1721 of 

December 29, 2020 for 2021 (hereafter “ Budget bill for 2020”) on the one hand, and to those 

provided for by law n° 2018-32 of 22 January 2018 on the programming of public finances for 

the years 2018 to 2022 (hereafter “Programming law 2018-2022”) on the other hand. The 

structural balance achieved for 2021 is calculated on the basis of the potential growth 

assumptions made in the Programming law for the years 2018-2022, or 1.30% for the year 2021. 

 

In 2021, the public deficit stood at 6.4% of GDP, after 8.9% of GDP in 2020. This improvement 

can be mostly explained by the rebound in economic activity (+6.8% in volume). Nonetheless, 

the general government balance remains deteriorated due to a still high level of emergency 

support measures, made necessary by the difficult public health situation, and to the measures 

of the France Relance scheme.  

 

1 

2 
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The latest forecasts from Insee for activity and the public balance lead to a structural balance 

estimate of -2.5% in 2019, then -1.1% in 2020. In 2021, the structural balance deteriorates by 

3.2% of GDP. This deterioration is mostly due to the fact that emergy support schemes weigh 

heavily on the and on its structural component for 2021, when they were treated as exceptional 

measures in 2020. The structural balance would thus be -4.4% of GDP in 2021, amounting to a 

gap of -3.1% of GDP compared to the programming law, mostly due to the effects of emergency 

support measures and the France Relance measures. In aggregate for 2020 and 2021, the gap 

between the structural balance and what was programmed reaches -2.7% of GDP.  

 

In accordance with Article 3 of the Treaty on Stability, Coordination, and Governance of Public 

Finances, exceptional circumstances have been invoked under the conditions provided for in 

Article 23 of the Organic Law of 2012, as noted in opinion 2020-1 of March,17 from the High 

Council of Public Finance on the first amending budget bill for 2020. 

 

The GDP data from this article is based on the Insee annual accounts published on May 31, 

2022.  
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APPENDIX 2 

Methods for estimating the structural balance of public administrations 

The structural balance estimate 

The structural budget balance is a common tool to assess the trajectory of public 

finances. The structural balance is the general government balance adjusted for the direct 

impact of the economic cycle and exceptional events. The general government balance is 

thus divided into two components: 

● A cyclical component, which reflects the impact of the economic cycle on the 

expenditures and revenues of public administrations 

● A structural component, which is what the public balance would be if domestic 

production were at its potential level. 

The calculation of the cyclical and structural components of the general 

government balance is based on the potential GDP estimate. This estimate represents the 

level of production that the economy can sustain over the long term without stressing the capital 

and labor factors of production. The economy's position in the cycle is measured by the output 

gap, which is the gap between the effective and potential GDP. 

Concretely, we calculate the cyclical shares of government revenues and expenditures. These 

are estimated 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 their observed levels, the 

estimated output gap and the elasticity of each tax category to GDP growth5; 

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

dependent on economic conditions6. Their cyclical share is estimated, just like for 

revenues, based on their elasticity to the output gap and the amounts observed. 

This is how the cyclical component of the deficit is calculated. This component is 

deducted from the effective balance to obtain an estimate of the structural balance. 

A final adjustment is made to the structural balance in order to exclude certain 

events or measures which, because of their exceptional nature, do not have a permanent 

impact on the public balance. This adjustment was originally introduced to neutralize 

the effect of the UMTS7 sale at the end of the 1990s and the various payments received 

by the State (IEG, La Poste, France Télécom) which contributed to an exceptional 

                                                           
5 This effect is evaluated using the average "elasticities" of each tax category with respect to the output gap. The 

elasticities used are those estimated by the OECD. 

 
6 Concerning the other expenditures, they are either discretionary or no clear relation to the economic situation can 

be demonstrated. 
7 Universal Mobile Telecommunications System licences 
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increase in revenues. However, there is no clear definition of exceptional measures and 

their identification is partly a matter of interpretation. While stressing that the one-off 

and temporary nature of the measures must be assessed on a case-by-case basis, the 

Government proposes a set of criteria for a better understanding of the concept in an 

annex to the programming law.    

The change in the structural balance from one year to another is called "structural 

adjustment". 
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APPENDIX 3 

 

Changes in the structural balance in 2020 and 2021: an explanation 

The changes in the structural balance in 2020 and 2021 may appear surprising. In 2020, 

despite the public health crisis, the initial measures to improve the status of health workers 

following the “Ségur de la santé”, and the first expenditures of the recovery package, the 

structural balance presented by the Government improved by over one point of GDP. In 2021, 

the structural balance decreased by 3.2 point of GDP while new measures (increase in “Ségur 

de la santé” spending, recovery package net of European financing, measures decreasing 

mandatory contributions) only amounted to 1.2 point of GDP. 

 

These changes in the structural balance underline the inherent difficulties and limits to 

estimating the structural balance amidst the macroeconomic developments and extraordinary 

public finance measures induced by the pandemic.  

 

1. In 2020, the €31bn improvement in the structural balance reflects both largely 

transitory factors and a more sustainable improvement in the mandatory tax rate 

It is possible to identify a non-exhaustive number of largely transitory factors that have 

contributed to improving the structural balance presented by the Government (see Table 1). 

The 2020 lockdowns prevented public administrations from carrying out some 

expenditures. The Court of Accounts estimates that this concerns €4.3bn in expenditures for the 

State8. Similarly, intermediate consumption by local public administrations fell by €2bn 

compared to an increase of around €1bn in the two previous years, representing a saving of 

around €3bn. Finally, local public administration investment spending was hurt by the 

unavailability of construction companies to carry out some projects: assuming that the effect on 

investment is proportional to the decrease in activity in this sector, local public administration 

investment could have been reduced by €7 billion. 

The furlough scheme allowed for a significant decrease in unemployment benefit 

expenditure. By considerably cushioning the impact of the decline in activity on unemployment 

benefits, the  furlough scheme led to an €8.6bn improvement in these expenditures, even though 

no such measure was implemented in 2020.  

The lockdowns led Insee to record a drop in activity for public administrations. This 

drop led to a widening of the output gap and therefore to a deterioration of the cyclical balance, 

even though it had no effect on public spending, associated taxes and therefore on the actual 

balance: the deterioration of the cyclical balance without a corresponding improvement in the 

                                                           
8 Rapport sur le budget de l’État en 2021. La Documentation française, May 2022, available online at 

https://www.ccomptes.fr. 
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actual balance mechanically improves the structural balance. By estimating the increase in GDP 

prices and therefore the activity deficit that would have been recorded if the public 

administration consumption expenditure deflator had increased in 2020 by the same rate as it 

did in 2019 (1 % instead of 9.5 %)9, we estimate this effect at €16.2bn. 

These developments were partly offset (-€9.9bn) by the transitory drop in revenues other 

than mandatory contributions , which are normally not sensitive to the economic outlook, but 

dropped almost just like GDP in 2020 and, conversely, rebounded alongside activity in 2021. 

Finally, compulsory contributions corrected for legislation changes fell less steeply than 

activity. This resulted in an increase in structural mandatory contributions of nearly €18bn, 

€5.2bn of which reflect the impact of new measures and €12.5bn the spontaneous behavior of 

mandatory contributions, therefore improving the structural balance by the same amount. The 

resulting improvement in the structural balance can be considered sustainable. Indeed, there is 

no historical tendency for good or bad surprises relating to mandatory contributions to correct 

themselves. 

Other factors than those discussed above contributed to a deterioration in the structural 

balance of around €10bn. This is an approximate figure given the strong assumptions used for 

calculation. Compared to the initial 2020 finance law, which forecasted a stable structural 

balance in terms of potential GDP and therefore a slight deterioration in value (-1.3 billion 

euros), it should be noted that the first expenditures of the recovery package (€1.8bn), the 

unforeseen increase in expenditures by France compétences (about slightly less than 2 billion 

euros) and a downward adjustment of the balance of new measures regarding mandatory 

contributions (€1.1bn) contributed to the deterioration of the structural balance. 

                                                           
9 The fall in public activity in volume, which is not reflected in the value of activity measured conventionally by 

the wages of public servants, leads to an increase in the consumption expenditure deflator of public 

administrations. 
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Table 1: factors explaining the improvement of the structural balance in 2020 

 2020 

€bn 

Points of 

potential GDP  

Change in the structural balance 

estimated by the Government (1) 31 1.2 

Impact of transitory factors on the 

change in the structural balance (2) 29.2 1.1 

- substitution of furlough scheme 

expenditures for unemployment 

benefits 8.6 0.3 

- lower current expenditures for the 

State 4.3 0.2 

- lower current expenditures for 

local governments (collectivités 

territoriales)  3 0.1 

- lower investments by local 

governments  7 0.3 

- decrease in public activity 

(volume)  16.2 0.6 

- revenue other than mandatory 

contributions  -9.9 -0.4 

Increase in the tax rate for mandatory 

contributions, cyclically adjusted (3) 13.4. 0.5 

Other factors explaining the change in 

the structural balance (4)=(1)-(2)-(3) -.11.5 -0.4 

        Source: Permanent Secretariat of the High Council of Public Finance 
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2. In 2021, the €84.6bn deterioration of the structural balance reflects the almost 

complete disappearance of the transitional factors present in 2020 and the 

inclusion of support and stimulus measures partly offset by a further increase in 

the mandatory contributions tax rate 

As for 2020, we can identify several transitory factors that affected the change in the 

structural balance presented by the Government (see Table 2).  

First, while the Government considers that the support measures for households and 

businesses were exceptional and temporary in 2020, it also considers that this is no longer the 

case in 2021, so that the amount of these measures in 2021 (€61.7bn) deteriorates the structural 

balance by the same amount.  

Additionally, the transitory factors that improved the 2020 balance came back to normal, 

or at least close to, and therefore ceased to improve the balance in 2021: compared to 2020, 

these factors contributed to a deterioration in the structural balance. This is the case for local 

public administration spending, which came back to normal as construction activity rebounded, 

and deteriorated the structural balance by €7bn. This is also the case for local public 

administration intermediate consumption, which went up €1.4bn compared to 2019. 

This is also the case for the State’s expenditures which the pandemic only reduced by 

€1.6bn, according to the Court of Accounts10. 

 Furlough scheme expenditures contributed to decreasing the structural balance in 2021, 

but to a lesser extent than in 2021 (€3.3bn instead of €8.6bn), that is, a deterioration of €5.3 

billion compared to 2020.  

Similarly, the return to normal activity for public administrations contributed to the 

variation of the structural balance by an amount of -16.2 billion euros. 

Finally, the bounce-back of revenue other than mandatory contributions 11 (+ €10.4bn) 

had a positive impact on the change in the structural balance.  

Furthermore, as for 2020, the spontaneous growth of mandatory contributions, which 

was higher than that of activity, contributed to improving the structural balance (+€10.5bn). 

Both in 2020 and 2021, the spontaneous growth of mandatory contributions was twice that of 

GDP in value. This is mostly due to the good performance of levies on activity income, 

particularly on employees, and to the dynamism of property and capital taxes, as well as VAT. 

The resulting improvement in the structural balance can be considered sustainable. Indeed, there 

is no historical tendency for good or bad surprises relating to mandatory contributions to correct 

themselves. 

Other factors than those discussed above contributed to deteriorating the structural 

balance by €9,6bn in 2021. This is an approximate figure given the strong assumptions used for 

calculation. Among these factors, we can cite the recovery package, net of EU financing 

(€18.5bn) and the impact (€5.7bn) of measures decreasing mandatory contributions, excluding 

production tax cuts as part of the recovery package.  

 

                                                           
10 Rapport sur le budget de l’État en 2021, cited above. 
11 Also excluding EU recovery package financing. 
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Table 2: factors explaining the deterioration of the structural balance in 2021 

 2021 

 €bn Points of 

potential GDP  

Change in the structural balance 

estimated by the Government (1) 

-84.6 -3.2 

Impact of transitory factors on the 

change in the structural balance (2) 

-85.5 -3.3 

- Supporting expentiture -61.7 -2.4 

- substitution of furlough scheme 

expenditures for unemployment 

benefits 

-5.3 -0.2 

- return to normal for local 

governments investments 

-7 -0.3 

- return to normal for local 

governments current expenditure  

-3 -0.1 

- partial return to normal for the 

State’s current expenditure  

-2.7 -0.1 

- return to normal of public activity 

(volume)  

-16.2 -0.6 

- revenues other than mandatory 

contributions (*) 

10.4 0.4 

Increase in the tax rate for mandatory 

contributions, cyclically adjusted (3) 

.10.5 0.4 

Other factors explaining the change in 

the structural balance (4)=(1)-(2)-(3) 

-19.0 -0.7 

       (*) excluding EU financing  

      Source: Permanent Secretariat of the High Council of Public Finance 

 

 

 

 

 

 

 

 

 


