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Abstract

The objective of this thesis is to analyze what have been the impacts of the 2008 financial
crisis in France and what were the direct reactions of the government to it. This analysis would be put
in perspective by comparing it to the policies taken by various European neighbors.

In the first part we analyze the cause of the crisis bubble-burst cycle and more precisely of the
financial crisis. We conclude that a financial crisis comes from an accumulation of debt badly
invested. We then study the example of the crisis of 1929 and the measured taken by the American
government during the Great Depression through the New Deal. We explain that the measures not
only planned on distributing money for the demand but set people to work and reformed the general
economic environment. After studying the crisis of 2008 in the United State we see that even if the
crisis began in the financial sector, its repercussion were felt on the entire American economy.

In the second part we analyze the main economic trends of France since World War Two. We
will see that after thirty years of high growth and social development, the country was for thirty years
on a downward trend of the economic development. We will study the case of unemployment, which
is representative of the politic and economic system of France. We will realize that the different
governments do not seem to be able to reform the country through sustainable measures that go
beyond the impact of the announcement itself. We will then analyze the first effects of the crisis on the
French economy to conclude that it resulted in the worsening of all the main macro-economic indexes,
with the deepening of the debt and the development of a recession. We will then be able to compare
those results to three major indexes of two other Europeans countries: the Czech Republic and
Germany. We will see that those two countries, due to the importance of exportations on their national
economies, and in the case of the Czech Republic, the importance of Germany, suffered more, in
proportion, compared to France.

In the third part we will study the measures taken by the French government in the aftermath
of the crisis and the effects of those measures. We will see that if they plan to support the country
through the help to the companies, the measure lack of long term planning. They are short terms
measures that helped the country pass the worst of the crisis, but with long lasting effects on the
country’s debt. We will then compare them to the measures taken by the United Kingdom and
Germany. Those two country are interesting to study since the British government made the choice of
mainly directly support the consumption and Germany, with the largest European stimulus package
was acting on all fronts. We will conclude that the main result for the two countries are the growing
debt in percentage of GDP, but also that the long term effects are more taken into account in those two
plans.
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Abstrakt

Cilem této prace je analyza dusledkl finan¢ni krize z roku 2008 ve Francii a pfimych reakci
vlady na tuto situaci. Tato problematika je analyzovana v porovnani s riznymi evropskymi zemémi,
které jsou sousednimi staty Francie.

V prvni ¢asti analyzujeme ptic¢inu této krize, konkrétnéji finanéni krize. Soudime, Ze finan¢ni
krize vznika nartustem dluhu ze $patné investice. Poté je krize zkoumana na piikladu Velké



hospodarské krize z roku 1929, kde americka vlada provedla opatieni pomoci dokumentu New Deal.
Vysvétlime, ze tyto kroky nebyly zaméfeny pouze na planovanou distribuci penéz poptavkou, ale také
donutily vladu, aby se zaméfila na reformovani celkového ekonomického prostiedi a pridélovani prace
lidem. Po nastudovani krize z roku 2008 ve Spojenych statech zjistujeme, ze ackoli krize zacala ve
finan¢nim sektoru, jeji nasledky byly viditelné v celé ekonomice Spojenych statti americkych.

V druhé ¢asti analyzujeme hlavni francouzské ekonomické trendy po Druhé svétové valce.
Uvidime, Ze po tiiceti letech vysokého ristu a socialniho rozvoje, byla zemé po tficet let v klesajicim
trendu ekonomického rozvoje. Zamétime se na nezamestnanost, kterd je vyznamnym ukazatelem
politického a ekonomického systému ve Francii. Uvédomime si, Ze odli$né vlady se nejevi jako
schopné reformovat zemi pomoci udrzitelnych opatteni, které jsou nad ramec dopadu samotného
prohlaseni.Nasledn¢ budeme analyzovat to, jak prvotné krize ovlivnila francouzskou ekonomiku,
abychom zjistili, Ze to ve vysledku vedlo k zhorSeni hlavnich makroekonomickych indexi, jako
prohloubeni dluhti a vyvoji recese. Diky tomu budeme schopni porovnat tyto vysledky se tfemi
tyto dvé zemé¢, vzhledem k dilezitosti vyvozu pro jejich narodni ekonomiky, byly vice negativné
ovlivnény v porovnani s Francii.

Ve teti ¢asti se zamétfime na opatfeni uc¢inéni francouzskou vladou jako nésledek krize a
disledky téchto opatieni. Uvidime, Ze jejich plan podpory ekonomiky prostfednictvim pomoci
spole¢nostem je feSenim, které nezohlednuje dlouhodobé cile. Jsou to kratkodobé prostredky, které
pomahaji narodnim ekonomikém ptekonat krizi, ale s dlouhodobymi u¢inky na narodni dluhy. Poté
porovname prostiedky vyuzité Velkou Britanii a Némeckem. Tyto dvé zemé jsou velice zajimavé
vzhledem k tomu, Ze britska vlada si zvolila predevsim pfimou podporu spotieby a Némecko, které s
nejvetsim stimulujicim evropskym balickem bylo ucinné ve vSech oblastech. Zavérem ur¢ime hlavni
dasledky pro tyto dvé zemé, ¢imz je rostouci zadluzeni v procentnim vyjadieni HDP, ale také jsou
dualezité dlouhodobé vysledky téchto plant.

Kli¢ové slova: Finan¢ni krize; Hospodatskych cyklt, Francie, stimulacni balicky,

Objectives and Methodology

The primary objective of this thesis is to assess the effects of the 2007-2008 crisis on the
French economy when it hit the country and the efficacy of the immediate measure on the country
economy.

The second objective is to compare the answer of the governments to this crisis and to
compare them to other European countries that have also been touched by the crisis.

Two main portions compose this paper.

The first one, theoretical and historical is based on various economic publications and on
applied examples. The two main examples being the crisis of 1929 and the crisis of 2008 in the United
States.

The second portion of the thesis is based on data analysis and comparison. It is composed of
the second and third parts. Most of the data used to develop the graphs and tables of this second
portion are extracted from the INSEE (Institut National de la Statistiqueet des Etudes Economiques,
National Institute of Statistic and Economic Studies) for the French national economic data, and from
Eurostat for the comparison analysis'.

' The two database research platforms can be respectively found at the following adresses:
http://www.insee.fr/fr/bases-de-donnees/



Research Results

Most of the aforementioned measure were to be stopped during 2010 which is the official deadline
of the stimulus pack set by the government. We can thus try to draw conclusions over those measures
during this period.

The main sources on those resultsare the report of the Cours de Comptes, the French Court of
Audit of July 2010 on the carrying of the stimulus plan®, and the yearly reports on the public finance,
from the same institution, for 20117 and 2012*. 2012 is the last year where effects of the stimulus plan
are considered being possibly seen and when the institution give the final official numbers over its
previous estimate on the subject.. It is to be noted that, following a cabinet reshuffle in November
2010, the Ministry of Recovery, created when the first measures were taken, no longer existed which
make the follow up of the official numbers more complicated.

The first document, presented in September 2010 to the Finance Committee of the National
Assembly highlights one main issue with the different measures: the over costs. Initially estimated by
the government to be of 26 billion euros for the years 2009 and 2010, the Court of Audit estimates that
it amounted to 34 billion euros for those two years. This represent 1.4 percent of the GDP of those
same years, 1 percent in 2009 and 0.4 percent in 2010. In its final report of 2011, the Court set the
official definitive numbers at 42.2 billion, 35.3 of which only for the year 2009.

The general impact on the growth of the GDP is itself estimated to 0.5% for 2009. The Court
confirms that this helped maintaining the recession in France to the smallest level of the European
Union. The explanation of the difference between the cost of the operations and the revenues from it
are explain by the Court of Audit by the fact the “most of the amount of the stimulus plan was aimed at
the treasury of the companies to limit the number of business’s bankruptcy*”. This measure was a
safeguard measure, with no profits to be taken out of it, it didn’t plan to increase the revenues but only
to possibly maintain them through the not-closing of the companies.

The Court also gave a dimer estimate of the estimated number of created jobs: the Ministry of
Recovery estimated that 400.000 long term jobs would be created during 2009 and 2010, the Court of
Audit lowered this estimate to between 18.000 and 72.000 long term jobs created. In its report of
2011, it is estimated for example that 800.000 hiring were accompanied by exemptions from employer
taxes in companies of less than 10 employees in 2009. This number is relatively low when only the
impact of the measure is taken into account compared to 2007, where 700.000 hiring already took
place while no incentives were set. Another problem is that 59 percent of those hiring were for fixed
term contracts, which can be explained by the fact that 64 percent of the jobs concerned 25 years old
or less® and that companies wanted to set a trial periods before committing to long term employment.

http://ec.europa.cu/eurostat/data/database

*Cours des

Comptes :https://www.ccomptes.fr/content/download/47182/1330591/file/58 2 58837 plan_relance.pdf,
accessed 12/03/2015

*Fondafip: http://www.fondafip.org/f792_Rapport_situation_des_finances_publiques.pdf, accessed 12/03/2015
*Cours des Comptes :
http://www.ccomptes.fr/content/download/44948/776337/version/2/file/rapport_situation_perspectives_finances
_publiques 2012.pdf, accessed 12/03/2015

3 800.000 embauches a "zéro charges" en 2009, L’Expansion, 15/01/2010 :
http://lexpansion.lexpress.fr/actualite-economique/800-000-embauches-a-zero-charges-en-2009 1417713 html,
accessed 13/03/2015



https://www.ccomptes.fr/content/download/47182/1330591/file/58_2_58837_plan_relance.pdf
http://www.fondafip.org/f792_Rapport_situation_des_finances_publiques.pdf
http://www.ccomptes.fr/content/download/44948/776337/version/2/file/rapport_situation_perspectives_finances_publiques_2012.pdf
http://www.ccomptes.fr/content/download/44948/776337/version/2/file/rapport_situation_perspectives_finances_publiques_2012.pdf
http://lexpansion.lexpress.fr/actualite-economique/800-000-embauches-a-zero-charges-en-2009_1417713.html

The report also underline the positive effects of the help to the companies on the reduction of the
growth of unemployment. Through the public aid bank OSEO, between the end of June 2008 and June
2009, 5.556 small or medium companies were helped, which resulted in the saving of more than
30.000 jobs®. Until 2010, the bank is considered to have helped 23.500 companies through state
guaranteed loan, for an amount of 6 billion euros, but only 8.000 on them were considered at risk,
meaning that they would have filed for bankruptcy without the help of the government.

A finger pointed item is the low following of the rules by the public companies. If they were
allowed 4 billion by the government to invest in their modernizations, only 1 billion was used
precisely for this matter. Moreover, the added value tax reimbursement to collectivities was mainly
used to improve their financial situation and not to launch new investments projects. On all those
points, the non-extendable nature of the stimulus package money was not respected by the
administrations: the report gives the example of the Ministry of Environment that was able to renew
half of the credit it received from the state in 2009.

The Car Allowance Rebate System is cited as one of the best measure, with a visible impact, taken
by the government. For the court, it allowed to significantly help the French car industry while also
supporting the consumption.

On the topic of the tax revenues for the state, the court considers that, by exempting the lowest
incomes but broadening the scope of the imposed products and services, the state increase its revenues
by 11 billion euros, but at the same time, the non-crisis related measures from the government,
reduced them by 7 billion in 2009. In 2010, the tax revenues have been higher than the ones of 2009 of
about 24.8 billion euros, of those, 14.6 billion are due to the reduction of the “tax gifts” given to
companies and households.

In 2011 the Court considers that the crisis amounts for 38 percent of the deficit of both 2009 and
2010, and is mainly the result of discretionary measures. The rest of the deficit is deemed as a
structural deficit.

The measure have overall mixed results. If the measure have definitively helped the companies in
maintaining themselves afloat, it does not appear that they helped the creation of new jobs, or
stimulate the consumption. Moreover the impact of those measure, due to the length of their
application can only be considered until 2010, and as we can see in the previous part through the
schemas 13, 14, 15, and 16, as well as through the tables 3, 4, 5, and 6, the country does not show
good sign of recovery, while some of its neighbors are paving the ways to a new growth.

The measures do appear to have help to reduce the effects of the crisis on the country in the short
run, but were not planned to set it on a right path for the long run.

® Oséo a soutenu 23.500 entreprises®, L Expansion, 22/12/2009 : http://lexpansion.lexpress.fr/entreprises/oseo-
a-soutenu-23-500-entreprises_1382935.html, accessed 13/03/2015
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Conclusion

The crisis of 2008 clearly is in line with the classic bubble-burst cycle that see the massive
investment, beyond reason, of the economic actors in one kind of product. This over-investment in
turn leads to the burst of the bubble once the main investors realize the tenuousness of their situation.

It started in the United States, with the massive challenging of the American financial system and
spread to the rest of the society as the banks started to withdraw their remaining funds from the real
economy. This resulted in a massive contraction of the world’s largest economy, which thus swept
most of the other developed countries.

France was among those them. The country was already struggling with a slowing growth and an
increasing debt resulting from the end of the economic heyday called the Trente Glorieuses. Burden by
an increasing legislative build-up and a political environment dominated by “effects of
announcement”, the countries was struggling to take active measure to solve its already existing
problems.

Mainly interested in saving its small companies, seen as the backbone of the French economy, the
government planned on short term measures that would indebt furthermore the country, without long
lasting measures to build up future profits: maintaining the situation from before the crisis was
considered an end in itself. The main effect of those measures is, as can be expected from
administration: over-cost. Almost costing twice as much as forecasted, those measures still helped the
country maintain itself afloat during the crisis, with the lowest recession of Europe.

Compared to the United Kingdom and Germany that decided to help in a larger scale the demand
through direct redistribution, France did not seem to pick up on the same recovery track as its
neighbors started in 2011. But if the stimulus packaged were not the same, the economic situations of
those countries were not the same to begin with. The United Kingdom already had shares in its banks,
which in the long term is positive through control and revenues. Germany on the other hand planned
on the re-increase of the world trade, which meant a recovery for the country since exportations play a
large role on its economy.

We can say that the crisis of 2008 worsened an already uncomfortable situation in France that had
been building up for the last thirty years. To answer the aggravated problems, the government took
immediate emergency measures but may have overlooked the future long lasting problematics that a
recovery would involve. A lot was done to financially help the different economic actors, but little was
done to fundamentally reform the country.
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