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Postcard from
Marselille

The French economy is performing

better than Germany’s

Today | am writing to you from my summer vacation in the South
of France. After a few days in Aix-en-Provence and its equally
idyllic surroundings, | am now in Marseille. The country's second
largest city represents France's discord and contradictions like
no other.

On the one hand, a vibrant cultural scene and the fabulous insti-
tutions that marked Marseille's ranking as European Capital of
Culture exactly a decade ago. Particularly spectacular, in my
opinion: the MuCEM, Museum of European Civilizations (see
photo).

On the other hand: almost endless, desolate suburbs, reverber-
ating France’s unresolved social issues. Again and again, one
comes across remnants of the riots and looting in early July that
followed the police shooting of a teenager. Today, the local
newspaper "La Provence" reports a wave of violence: six mur-
ders in six days. Gang warfare in the drug milieu. Some statistics
suggest that Marseille has the highest crime rate in Europe.

France's economy has nothing to hide!

So maybe France is the "sick man of Europe" after all and not
Germany? Unlikely. For all the justified concerns about social
cohesion and a political fragmentation in which extremists on the
left and right seem to be increasingly constraining the govern-
ment's room for maneuver: For a "sick man," France's economy
moves with respectable agility.

Since the introduction of the euro, the French economy has
grown by an average of 1.4% per year, somewhat faster than
Germany. This is all the more remarkable given that France did
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not benefit to the same extent from the export demand gener-
ated by the rapid globalization at the beginning of the century as
its neighbor on the right bank of the Rhine. Since 2018, eco-
nomic momentum has declined to only 1% GDP growth per year.
Nothing to write home about. But still better than the anemic Ger-
man economy, which achieved growth rates only half as high.

Why France succeeded

This does not fit at all into the picture of ungovernability. Charles
de Gaulle already quipped: "It is difficult to govern a people that
has 246 types of cheese". Culinary diversity, however, is the
lesser problem compared to eroding social cohesion. The rift
was most recently on display at the beginning of the year, when
a million people took to the streets on one day alone via to pro-

Macron shows
courage. Berlin
is dithering.

test the increase in the retirement age to — drumrolls - 64 (!).

But: President Macron pushed through the reform nonetheless
against all protests, which was as necessary as it was coura-
geous. How timid, on the other hand, Germany’s federal govern-
ment, which could not even agree on a far more modest "Growth
Opportunities Act". The Berlin cabinet did not use the summer
break to make a fresh start.

Public Finance: Mince alors!

However, the French model is likely to be more seriously tested
soon. For ten years, the government was able lavishly spend to
keep the economy chugging along and maintain its public infra-
structure. Ultra-low interest rates made this affordable. But the
fiscal space will soon deflate like a soufflé as interest rates rise.
Macron's courage may soon be in demand once more! The chart
shows that Germany has much more legroom in terms of fiscal
policy. Or would have, had it not imposed a hard debt brake on
itself in the constitution.
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