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1. Introduction

Economic freedom was never a big feature of France. President Nicolas Sarkozy was partly elected in 2007 because he had a liberal or at least a “pro-business reform” agenda. Today, many critics say that the crisis changed the liberal Sarkozy into the statist Sarkozy. But was there such a transformation? And what are the implications for France and also Europe?
2. Sarkozy’s method and past so-called liberal reforms in France
Sarkozy has the image of a reformer. But is he really? True, some reforms  like the administrative simplification for business or the legal status of “self-entrepreneur” are rather successful.  The marginal tax rate was reduced from 52 to 40% and he instaured a tax shield of 50%. That is not so bad for France… And true, the recent suppression of the “professional tax” for businesses goes in the right direction. But there is no corresponding cut in public spending, hence more deficit and more debt. 

And for the rest it’s mostly communication. As Cahuc and Zylberberg show in their study (Les réformes ratées du president Sarkozy, Flammarion, 2009) Sarkozy’s method is to negotiate one “big” visible element on which to base his communication strategy and then hide the costs of the negotiation. Often the so-called reform costs more than non-reform), for eg. the reform of taxis in Paris or of “special regimes” of the Social Security or of hypermarkets land regulation or of University. One could add the constitution or again the administrative reform of “local collectivities”.

Sarkozy’s method is sheer pragmatism and communication strategy. For the latter Sarkozy is everywhere, he’s the hyperpresident, and decides everything. This means that the Parliament has less power than ever, and that the government is just the shadow of l’Elysée. The men of the President, the two “éminences grises” Claude Guéant (General secretary of Elysée) and Henri Guaino (President’s special adviser) rule the country. Everything is decided by Sarkozy and his men in an hyperpresidential regime which tends in the end to be very undemocratic. It might seem attractive to have an enlightened benevolent despot, in terms of “efficacy” but it’s not: each time the President wakes up with a new idea (bad mouths say the ideas are often whispered by his wife), it has to be passed and voted (because the Presidential majority obeys) before the Parliament. 

This means legal instability and arbitrariness. And even less power to the Parliament means less control over public spending, evaluation of the efficiency of the laws, despite the new Loi Organique relative à la Loi de Finance (LOLF : control over government spending) and the work of the Accountability Office (Cour des comptes). In the end this might mean less economic freedom.

3. Friends will be friends: Public choice applied ?
Besides that, the President has some “friends” like Bouygues or Bolloré and he very clearly favors their interests. “Free”, the internet provider, has tried for some time now to get the licence to become the 4th big mobile company in France. Its strategy is to offer low prices and “break” the market of Orange, SFR and Bouygues. In a flash of omniscience the President declared on the issue a few days ago that the “lowest price is not always the best”, thereby defending the position of his friend Bouygues. That sounds quite bizarre for a man who claimed to be “The President of Purchasing Power”. 

His friends also seem to prevent him from organizing the “revolution” he had promised in the relationships with francophone Africa. For France has a huge impact on the level of economic freedom in Africa, its “privileged “partner”. In fact politico-mafia-like relationships called “Françafrique” from De Gaulle to Chirac had been the rule since the 60’s. Bongo was for instance “appointed” by De Gaulle. France protects the dictators in exchange for some stability for a few “big” companies (national or close to the power) and … dirty money for politics. Sarkozy wanted to “change” this (“la rupture”) but he very quickly revised his position. Special secretary to African affairs Jean-Marie Bockel was fired in 2008 after he said he wanted to “sign the death certificate of Françafrique”, something that late Omar Bongo did not really like. Later France - unofficially - supported the election of the son of the dictator in August 2009 (he was welcome at l’Elysée in December).

This amounts to the protection of, besides dictators, a few French companies in Africa. But it gives globalization a bad name. It’s not free-market globalization, just “foreign monopolies”. This is the French model again, which does not rest on economic freedom but politicization of economic life.

3. The crisis and Sarkozy

We can thus see that the pro-market, pro-economic freedom idea was not the real defining aspect of Sarkozy. And anyway with the crisis, even his very vague pro-market message quickly disappeared. In fact the crisis did not really “change” Sarkozy. Being a pragmatist, he just follows the wind. His new theme is the “protecting State”.

From September 2008, to the June 2009 speech at Versailles (a cost of 400 000 euros - checked by the Parliament?), to the recent speech at the Sorbonne with the Stiglitz commission, there is a continuity: from blaming the free-markets for the crisis, to defending the French model and “useful deficits”, to proposing anti-growth positions and criticizing the obsession with making money in businesses (!) or concentrating on GDP growth. “The religion of figures” should be ended. And France will show the way.

Sarkozy blames the markets for the crisis. He does not have a single reference in his speeches to the political origins of the housing crisis in the US: monetary policy, American Dream Downpayment Act, HUD policies for Fannie Mae and Freddie Mac, land use smart growth policies. For him “the era of free-markets is gone, this is the return of the State”. Given that the State at that time already represented 53% of GDP in France, this was more than a bit ironic. In October he “decided” that 60% of borrowers (for housing) be covered by State guarantee, thus demonstrating his complete misunderstanding of the roots of the crisis.

Sarkozy launched the Grenelle de l’Environnement (Environmental Agreement with more and more political controls) with Al Gore (!) and now defends the Carbon tax (Carbon tax is the tenth new tax imposed under Sarkozy who was elected on saying he would reduce the number of taxes). Like most politicians, except maybe president Klaus, he’s ignoring the fact that the scientific debate over global warming and CO2 is not over, and “wants” the Carbon tax. A video of September 23, 2009 shows his level of ignorance on the issue as he conflates Carbon with CO2 and thinks it creates the hole in the ozone layer! 

This probably hides another instance of Sarkozy’s patriotic (even at the EU level) conception of the economy and implicit protectionism.

In last June he proposed a national loan, leaving the impression that France has no debt. But in fact the Maastricht criteria have long been thrown to the basket. The financial charge of the French debt competes with Defense as the second spending item of the French government. The president was able to galvanize his troops over the issue: some UMP (Sarkozy’s party) MP want the loan to be compulsory for the rich ! He also insisted that the crisis demonstrated the strength of the French model. 

Early this September he gave a speech on the religion of figures, on the occasion of the Stiglitz report on the measure of wellbeing. His idea is to get rid of GDP as a meaningful measure of economic wellbeing. He presented the critics as if no debate over the question ever occurred. He seems completely unaware of indicators of economic freedom for instance, that insist more on the quality of institutions crucial to the process of economic development. In his speech he adopts a rather anti-growth posture and criticizes markets for carrying “no meaning”, “no vision”, “no responsibility”…

4. The impact of France in the EU : New bonapartism
Sarkozy applies his method at the European level: it’s a new Bonapartism. At the end of last year Mr Sarkozy launched the idea of an economic government of Europe which he could very well… preside. He did not like the Irish “No” to the Lisbon treaty by the way and pressured so that they should vote again. That set the tone of his relationship with Europe: he wants to influence the technocratic Europe so that it follows even more the French model and his own will. He exerted pressure on the Germans in Fall 2008 for a coordinated stimulus package, when the Germans had their eye on budgets. His ambitions led him to criticize Jean-Claude Trichet’s ECB monetary policy (Trichet replied : “the ECB is independent – in-de-pen-dent”). Now he “wants” the carbon tariff at the borders of Europe, which is raw protectionism.

But he moves against the European Commission when he wants to help French fishermen or a special French VAT rate for restaurants:  Europe should respect the French exception! 
This attempt to impose the French model at the European also means less economic freedom for sure. 

He was the main actor behind the hunt on tax heavens, which is an important step to destroy tax competition. He’s thus able to influence negatively the level of economic freedom also in other countries, outside the EU! The socialists enjoy obviously. Nobody realize that in the context of an absence of internal check and balances and “counterpowers”, this maneuver consists of killing external ones. Liberty dies with a round of applause…

More public spending, more taxes (but less taxation though), more deficit, more debt, less control by the Parliament, less international tax competition, more environmental constraints, lax monetary policy if it was possible: it seems that Sarkozy’s impact in France and Europe does not go in the direction of more economic freedom. The so-called pro-market president really turned into an absolutist, a statist and “centralisateur”.
