What kind of pension reform
for 20137

In a speech on 28 March, Francois Hollande raised the 20
billion euro deficit forecast for 2020 in order to announce a
further extension of the pension contributions period, while
refusing to end the indexation of low state pensions and
pensions in the statutory pension system. Francois Hollande
and the French government also pledged to re-balance the
public finances by 2017. As they no longer wish to increase
the tax burden in a period of weak or even non-existent
growth, this means cutting public spending by at least 70
billion euros, or about 7%. As pensions account for a quarter
of public expenditure, they cannot be spared the austerity
axe. There 1is a major risk that the goal of re-balancing the
public finances will result in lowering the level of pension
payments. When negotiating the supplemental pension
arrangements in March 2013, the MEDEF managed to obtain
pension increases of 1 percentage point below the inflation
rate for 3 years, meaning a 3% loss in purchasing power. In a
recently published note (Notes de l’OFCE, no. 26 dated 24
April 2013), Henri Sterdyniak explains that there are other
possible approaches to reform.
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