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FRANCE

BACKGROUND: François Hollande was elected president in May 2012, and his Socialist Party has major-
ity control of the National Assembly. Hollande’s poor handling of the economy and public fears related 
to security have led to consistently low approval ratings. A recent spate of horrific terrorist attacks has 
shaken public confidence. France was a leading participant in NATO’s March 2011 military engagement in 
Libya and has sent troops to Mali and the Central African Republic to counter advancing Islamic militants. 
France began airstrikes against ISIS in spring 2015 and remains a major contributor to the anti-ISIS coali-
tion. The economy is diversified with tourism, manufacturing, and pharmaceuticals as major industries.

F rance’s economy has proven to be relatively resilient, with 
entrepreneurial activity facilitated by such institutional 

strengths as strong protection of property rights and a fairly 
efficient regulatory framework. Various reform measures have 
been adopted to increase the economy’s competitiveness and 
flexibility, but overall progress has been marginal.

The state dominates major sectors of the economy and remains 
a large shareholder in many semipublic enterprises. Government 
spending accounts for more than half of total domestic output, 
and the budget has been chronically in deficit. Various stimu-
lus measures have resulted in a deterioration of public finance, 
increasing the fiscal burdens imposed on French taxpayers.

NOTABLE SUCCESSES:
Rule of Law and Open Markets

CONCERNS:
Government Spending, Labor 
Freedom, and Fiscal Health

OVERALL SCORE CHANGE 
SINCE 2013:

–0.8

POPULATION: 
64.2 million

GDP (PPP): 
$2.6 trillion
1.1% growth in 2015
5-year compound 
annual growth 0.8%
$41,181 per capita

UNEMPLOYMENT: 
10.6%

INFLATION (CPI): 
0.1%

FDI INFLOW: 
$42.9 billion

PUBLIC DEBT: 
96.8% of GDP
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Enforcement of property rights and contracts is 
secure, but regulation of real estate is complex and 
inefficient. France is a strong defender of intellectual 
property rights. An independent judiciary and the rule 
of law are firmly established. Although the government 
actively promotes transparency, accountability, and 
civic participation, corruption persists in such sectors 
as public works and the defense industry.

The top individual income tax rate is 45 percent, 
and the top corporate tax rate is 34.3 percent. Other 
taxes include a value-added tax. The overall tax 
burden equals 45.2 percent of total domestic income. 
Government spending has amounted to 57.1 percent of 
total output (GDP) over the past three years, and bud-
get deficits have averaged 3.9 percent of GDP. Public 
debt is equivalent to 96.8 percent of GDP.

The overall regulatory framework remains relatively 
efficient, but the labor market is burdened with 
rigid regulations and lacks the capacity to generate 
more vibrant employment growth. The government 
maintains an extensive system of subsidies and price 
controls that affect a number of products and services. 
France is the largest recipient of subsidies under the 
European Union’s Common Agricultural Policy (CAP).

Trade is important to France’s economy; the 
value of exports and imports taken together equals 
61 percent of GDP. The average applied tariff rate is 
1.5 percent. Investment in some sectors is restricted, 
and state-owned enterprises distort the economy. The 
financial sector accounts for about 4 percent of GDP. 
The banking sector is mostly in private hands, but the 
state still owns several important institutions.

12 ECONOMIC FREEDOMS | FRANCE

F
R

A
N

C
E




