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SUMMARY

Questions about the usefulness of repaying one's debts have recently
multiplied in public debates. This study shows that paying off one’s debts
actually allows us to avoid significant costs down the road. It opens with
an observation: in France, between 2009 and 2019, both the private and
public sectors have become more indebted. Although the situation has
not become serious, our country is nevertheless an exception among the
major developed economies. The study then explores the outlook. An
increase in debt-to-GDP (gross domestic product) ratios is occurring in
2020, particularly for public administrations. With the exception of some
emerging economies, however, the likelihood that governments will not be
able to access markets remains generally low.

Nevertheless, there have been calls to alleviate the debt burden through
various subterfuges, often involving the central bank. This is a dangerous
illusion. Rather than engaging in a game of sorcerer's apprentice, it would
seem more reasonable, where public debt has reached very high levels, to
control it through traditional adjustment mechanisms.

Private agents will have to adapt their asset management to the changing
context. In the wake of the health crisis, access to bank credit can be
expected to become more difficult for businesses and households. Beyond
this, two contrasting scenarios are envisaged. The first, which is based on
the implementation of adjustment policies in the most indebted countries
coupled with structural reforms, leads to a preference for shares. In the
second scenario, with inflation at the level of the 1950s and 1970s, recourse
to debt benefits the wealthy.



GLOSSARY

Animal spirits. Expression used notably by Keynes in his The General
Theory of Employment, Interest and Money to designate the appetite for
enrichment.

Auction of public securities. Procedure by which Treasuries finance
themselves by auctioning the securities they issue through financial
intermediaries.

Basel IIL. Third set of agreements established in 2010 by the Basel Committee,
which brings together the central banks and prudential authorities of the
main developed and emerging economies. This agreement has notably
resulted in a strengthening of banks' capital requirements.

Budgetary dominance. Situation where monetary policy aims at stabilising
the public debt, making the price level undetermined.

Cash flows. Net change in the amount of cash held by a business resulting
from its resulting from its operation

Contingent liabilities. Financial obligations that are likely to arise in the
future, depending on events that are difficult to predict, such as regulations,
the valuation of which is therefore uncertain.

Counter-cyclical cushion. Additional capital requirement imposed on banks
in the event of credit growth deemed excessive. It is the macro-prudential
policy tool par excellence, whose objective is therefore to protect the
economy as a whole, beyond the lenders and borrowers of the institutions
to which it applies.

Credit or inflation risk premiums. A supplement of remuneration charged
by an investor in fixed-income securities, such as fixed-rate bonds, to
compensate the risk of loss of capital value, either because the borrower
defaults (credit risk) or because prices rise (inflation risk).

Crypto-assets. Financial assets intended either to serve as monetary units
or to finance projects through contributions of other crypto-assets (case of
Initial Coin Offerings-ICO).

Currency debasement. Loss of the purchasing power of money due to a
decrease in its metal content and/or an increase in prices.

Dividends. Remuneration paid to shareholders.



Effective limit on downward interest rates. The possibility of investing
savings in cash seems to prohibit the setting of negative interest rates
by central banks. However, there are costs associated with holding cash
(transport, storage, insurance, etc.). These costs make it possible to set
interest rates at a slightly negative level. For example, in the Eurozone, the
rate for the deposit facility is -0.50%. The level beyond which agents store
cash, which is difficult to estimate, is called the effective lower bound.

Exposure. In finance, holding of assets issued by an agent ("long" position)
or sale of non-owned assets issued by it ("short" position).

Equity premium. Additional remuneration compared to that of a safe asset
required by an investor in order to expose themselves to the risk of holding
shares.

Financial intermediaries. Firms acting as intermediaries between savers and
agents with financing needs, i.e. mainly banks, insurance companies and
pension funds.

Financial repression. Policy limiting the financial choices of agents or even,
when it applies to regulated agents, setting them strictly.

Fisher equation. An equation that decomposes a nominal interest rate into a
real component, often assumed to be equal to economic growth in the case
of long-term securities, and a component equal to expected inflation over
the period corresponding to the maturity of the security.

Guarantors. Agents who, by providing a surety to a debtor, agree to take
their place if they default.

Hedge funds. Lightly regulated funds aimed at institutional investors and
high net worth individuals.

Key interest rates. Rates set by central banks to control money market rates.

Laffer curve. Curve linking the rate of tax pressure to the level of
production: above a certain level of tax pressure, its increase becomes
counterproductive, as the increase in the tax rate reduces tax revenues by
discouraging productive effort. The Laffer curve joins the old adage that
"too many taxes kills taxes".

Modigliani-Miller Theorem. The authors show that, under certain
assumptions, the cost of a company's liabilities does not depend on its
structure. For example, a company that finances itself by issuing shares,
which is more expensive than debt because shareholders rank after creditors
in the event of default, should be able to borrow more cheaply.
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Moral hazard. Term derived from contract theory, applied in particular
to the field of insurance (before motor insurance became compulsory,
it had been noted that insured drivers drove faster than others). More
generally used to refer to the fact that, by seeking to protect agents from the
consequences of their actions, the public authorities reduce their incentive
to be prudent.

Non-financial agents. In national accounts, private and public
administrations, households (individuals and self-employed) and non-
financial corporations.

Non-performing loans. Loans for which recovery is uncertain due to the
borrower's poor financial health.

Over-subscription. Demand exceeding supply at a securities auction.

Swap. Financial contract built on the basis of existing products; it is
therefore a derivative contract. For example, an interest rate swap enables
a fixed rate to be exchanged for a variable rate.

Solow growth model. Growth model inspired by neoclassical theory where
the marginal productivity of capital is, in perfect competition, equal to the
interest rate. Growth is balanced, therefore prices and interest rates are
stable, when the interest rate is equal to the growth rate.

Spreads. Yield differentials corresponding to differences in the currency of
denomination, signature or maturity.
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INTRODUCTION

The idea that one could get rich by paying off one's debts is paradoxical:
by paying back, a debtor only reduces the size of their balance sheet, the
reduction in their liabilities being offset by the reduction in their cash
on the assets side. However, in financial theory as well as in day-to-day
management, it is accepted that creditors monitor their debtors and seek
compensation for the risks they incur. The basis of market discipline is
thus that a debtor, when exposed to increased risk, is charged higher risk
premiums. If their situation continues to deteriorate, they may even find
themselves in the position where no one wishes to lend them anymore; they
are then deprived of access to credit. While the Covid-19 crisis has resulted
in a significant increase in the indebtedness of public administrations and
companies, questions about the usefulness of repaying these debts have
multiplied in public debates. This study shows that paying off one's debts
actually avoids significant costs. It begins with the observation that by
2019, in most major economies, the private sector had reduced its debt!
compared to the situation that prevailed ten years earlier, when the global
financial crisis was at its peak; conversely, over the same period, public
debt has mostly increased. In France, both the private and public sectors
became more indebted, although the situation did not become serious on
either front.

1. This study mainly comments on gross debt.

* The authors remain solely responsible for the content of this study, which is not binding on the
institutions and organisations for which they work.
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Our study then explores the prospects. As a result of the public policy
measures taken during the health crisis, the decline in economic activity
and the fiscal support for it will lead to an increase in debt-to-GDP (gross
domestic product) ratios, particularly for public agents. With the exception
of some emerging economies, however, the likelihood that governments will
be unable to access markets remains generally low. In this context, it is not
in the perspective of better access to credit that financial innovation schemes
could prove particularly useful, whether it be the issuance of perpetual debt
or even Eurobonds.

In recent months, however, there have been calls to alleviate the debt
burden through various subterfuges, often involving the central bank. This
is a dangerous illusion. The mechanisms that involve the balance sheet of
the authority in charge of issuing money and guaranteeing its value and
viability are complex. A sovereign default on the securities held by the
central bank that would be imposed on it or a deliberate waiver of debt
by the latter, where possible, would have mechanical consequences on the
transfers from the central bank to the State, and thus on the taxpayer. In
addition, these schemes would have monetary consequences, potentially
very serious ones, on inflation. However, just as it is not possible to say
at what point public debt becomes unsustainable, it is not possible to
guarantee at what point the deterioration of the central bank's balance
sheet would make inflation accelerate. Rather than engaging in a game of
sorcerer's apprentice, it would seem more reasonable, where public debt
has reached very high levels, to control it through traditional adjustment
mechanisms, while minimising the cost of these policies through the
adoption of structural measures.

Private agents will have to adapt their asset management to the context of
high indebtedness and its valuation strongly affected by public action. In the
wake of the health crisis, access to bank credit can be expected to become
more difficult for companies and households. Beyond this, two contrasted
scenarios are envisaged. The first is based on the implementation of
adjustment policies in the most indebted countries, coupled with structural
reforms. The investments of private agents should then favour equities and
own funds. In the second scenario, with inflation levels comparable to
those of the 1950-1970's, private agents able to access credit would be
particularly well placed to benefit from the appreciation of real assets. On
the other hand, the actors with the greatest liquidity constraints and whose
financial assets are essentially monetary, and therefore the most vulnerable,
would largely lose out.



In order to take a reasoned look at the proposals for debt write-off,
particularly public debt, this paper begins by making an observation on
the debt in 2019, in light of the trends observed in the major economies
over the previous ten years (Part I). The authorities' response to the health
crisis in economic terms is then presented (Part II), in order to assess how
the recovery could unfold (Part III). At the centre of the questions, public
debt management is analysed from a short-term perspective, that of the
liquidity constraint, hence access to credit (Part IV), then from a medium
to long-term perspective, that of the sustainability constraint, hence access
to savings (Part V). Finally, the consequences for private agents, for their
investment decisions as well as for their daily life, of the economic policy
choices made to satisfy these two constraints are discussed (Part VI).

|. DEBT IN 2019: A FRENCH EXCEPTION?

As shown in the table on the next page, between what has been called
the Global Financial Crisis (GFC) and the Covid-19 crisis, French
developments stand out among those of other major developed economies
In two respects:

- When it comes to private non-financial agents (households and non-
financial companies), debt ratios have generally followed a downward
trend, while France's debt rates have been increasing, becoming higher
than those of Spain, for example, since 2018. Among our partners, these
developments mainly reflect a decrease in household debt, notably due
to net repayments of mortgages. In terms of level, the UK and U.S. debt
rates are certainly higher than in France, but both are economies where
households also have much more financial assets than in continental
Europe, with the exception of the Netherlands, due in particular to the
existence of pension funds. Net debt ratios (differences between financial
assets and liabilities) are therefore much lower there. In Japan, the debt
ratio of private non-financial agents is also high, due to the fact that
corporate debt is structurally even higher than that of their French
counterparts, but it has fallen;

- With regard to the public sector, grouped here according to the national
accounts classification of general government (State, local authorities and
social security), the debt ratio in most countries rose sharply in the wake
of the GFC, before becoming stable.

Whoever pays off their debt gets rich
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In the case of France, it has been declining since 2016, whereas it has been
declining in the Eurozone since 2013, driven in particular by Germany,
the latter showing that it is possible to make a fiscal adjustment without
clear negative implications for economic growth (see Part V). Within the
Eurozone, France's public debt ratio only reached a plateau in 2016. In
terms of level, two large countries stand out with a particularly high debt
ratio: Italy and, above all, Japan.

Debt ratio (% of GDP)

T3 2009 T3 2019

Private non-financial agents

United States 166.2 149.1
Japan 160.4 151.0
United Kingdom 184.3 149.4
Euro zone 1277 1194
- Germany 105.4 95.7

- Spain 192.2 120.5
- France 109.9 1354
- Italy 118.1 105.8
Public administration

United States 81.3 102.4
Japan 182.4 211.5
United Kingdom 59.5 84.2

Eurozone 79.1 86.1

- Germany 2.3 61.2

- Spain 49.5 979

- France 81.5 100.4
- Italy 1178 1373

Sources: Banque de France, Quarterly National Accounts and Eurostat.

From the GFC until the end of last year, the table therefore shows a
deleveraging of the private sector and a moderation of public debt. France
stands out to a certain extent, mainly because of households' recourse to
housing debt. However, the levels of debt reached in our country do not
seem spectacular, whether it is private or public debt.



[I. THE AUTHORITIES’ RESPONSE TO THE HEALTH SHOCK

The focus here is on economic aspects only, leaving aside the public health
aspects, which are certainly essential in a broader perspective. Indeed, it
should be possible to define a policy to fight pandemics with unchanged
health and public spending (respectively nearly 12% and 60% of GDP in
France), by reallocating resources. Until now, health spending does not
seem to play a significant role in the worsening of public deficits. On the
contrary, the latter is the result of related policies, in particular the use
of a lockdown, a common-sense decision at the health level. From this
point of view, and insofar as the diagnosis can influence the remedies to
be prescribed, a distinction must be made between the health crisis and
previous crises. This distinction is particularly relevant to the financial crises
of the twentieth century, to which the Covid-19 crisis has been compared:

—The origins of the Great Depression, like those of the GFC, are generally
attributed to causes internal to economies, particularly financial factors
in the case of the GFC. The Covid-19 crisis has an external cause. In
particular, this crisis cannot, any more than the Black Death of the
fourteenth century, be attributed to "globalisation", unless it involves
any international trade or migratory flows;

—The current crisis is a supply shock, as lockdown implies a very sharp
fall in production in many sectors (see Part III) and causes company
failures. However, this shock also leads to a demand shock, which is
currently smaller as a result of State intervention, but which could grow
in magnitude, especially if unemployment rises sharply after lockdown.

As a result, the health crisis justifies the implementation of both supply and
demand management policies, which are themselves closely linked to the
debt process.

1. Supply policies

The supply-side provisions aimed to limit the immediate impact of the crisis
and its consequences on the exit from lockdown, by protecting the firms
from the supply shock. However, they can have a significant deferred cost.
There are two main types of measures:

—Public aid to businesses, which can itself take two forms. Public
authorities can intervene by granting deferrals on taxes or social security
contributions and by guaranteeing bank loans, especially loans to SMEs.

Whoever pays off their debt gets rich
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They can also provide loans directly to companies in the sectors hardest hit
by the crisis: many governments have lent to national airlines?;

- Prudential measures ranging from the deactivation of the counter-cyclical
cushion, as in France where it was contributing to moderate real estate
lending, to the relaxation of capital or liquidity requirements, the delayed
implementation of Basel IIl and accounting standards, and moral suasion
to encourage financial intermediaries not to distribute dividends in 2020.

The first measures cited have implications for the level of indebtedness of the
parties concerned: deferred payments constitute claims of the public sphere
on the private sphere, in the same way as more direct credit arrangements.
As for public guarantees on private loans, they are contingent liabilities
which, as such, may result in payment obligations.

2. Demand management policies

In the context of the coronavirus pandemic, the two levers of monetary and
fiscal policies have been activated.

Central banks first played their role of lender of last resort at a twofold
level:

— At the national level, by refinancing the banking system, which was
subject to high liquidity demands. For example, the European Central
Bank (ECB) has launched a series of so-called "targeted longer-term
refinancing operations" enabling banks to refinance themselves at four-
year maturity at particularly advantageous interest rates and has relaxed
its collateral requirements;

— At the international level, by bringing into play the swap agreements
concluded between the most important of them. Because of the important
role played by the dollar in international trade, the Federal Reserve (Fed)
has also entered into swap arrangements with fourteen central banks of
emerging countries, including Brazil, South Korea and Mexico.

In a more traditional way, in the face of an economic slowdown, central banks
have also eased their monetary policies by lowering their key rates where
they did not run up against the constraint of the effective downward bound?.

2. See Emmanuel Combe and Didier Bréchemier, Before Covid-19 air transportation in Europe:
an already fragile sector (www.fondapol.org/en/etudes-en/before-covid-19-air-transportation-
in-europe-an-already-fragile-sector/) and After Covid-19 air transportation in Europe: time for
decision-making  (www.fondapol.org/en/etudes-en/after-covid-19-air-transportation-in-europe-
time-for-decision-making/], Fondation pour I'innovation politique, May 2020.

3. On the effective limit of falling interest rates and ways of circumventing it, see Christian Pfister
and Natacha Valla, "Nouvelle normale’ ou ‘nouvelle orthodoxie’ ? Eléments d’un nouveau cadre
d’action pour les banques centrales”, Revue économique, vol. 68, special issue "Aspects de la
crise”, September 2017, pp. 41-62 (www.cairn.info/revue-economique-2017-HS 1-page-41.htm).



In addition, they purchased assets in order to influence medium and long-
term interest rates (maturities of two years or more).

Governments have intervened through fiscal policies to support individual
demand in two ways:

- By supporting income through direct subsidies (e.g. in the United States*),
by increasing replacement income (longer unemployment benefits,
increased short-time working compensation) and sometimes by lowering
taxes;

- Easing liquidity constraints by authorising the suspension of property
loan repayments (which has been implemented in the United States, Italy
and the United Kingdom). However, this measure has the disadvantage
of shifting the constraint onto the banks, and thus potentially causing the
rest of the economy to suffer: a bank subject to an exogenous liquidity
constraint may choose to ration its loan supply to agents it would
otherwise have served.

I1l. OUTPUT AND INFLATION:
WHAT IS THE SCENARIO FOR A WAY OUT OF THE CRISIS?

1. The evolution of production: V, W or U-shaped?

According to converging estimates by INSEE, the Banque de France
and the Observatoire frangais des conjunctures économiques (OFCE),
each month of lockdown in France results in a loss of approximately
3 points of annual GDP?. The sectors most affected are expected to be
building and public works, industry (excluding the agricultural and
food industries), energy, transport and certain services (hotels and
restaurants, personal services, etc.). This impressive figure must be put
into perspective: the cost of the Spanish flu (1918-1920) has recently
been estimated at about 6 to 8 GDP points per country on average®.

4. See Virginie Robert, "Coronavirus : quand les Etats multiplient les chéques directs aux citoyens”,
lesechos.fr, 19 April 2020 (www.lesechos.fr/monde/enjeux-internationaux/coronavirus-quand-
les-etats-multiplient-les-cheques- direct-to-citizens-1196169).

5. See Ministry of the Economy and Finance-Directorate General of the Treasury, "Flash
conjoncture France - Llnsee estime I'impact d’'un mois de confinement a -3 pts de PIB annue’,
study written by the Bureau de I'analyse conjoncturelle, 30 March 2020 (www.tresor.economie.
gouv.fr/Articles/2020/03/30/flash-conjoncture-france-I-  insee-estime-l-impact-d-un-mois-de-
confinement-a-3-pts-de-pib-annuel].

6. See Robert J. Barro, José F. Ursta and Joanna Wen, "The Coronavirus and the Great Influenza
Pandemic: Lessons from the ‘Spanish Flu’ for the Coronavirus's Potential Effects on Mortality
and Economic Activity", National Bureau of Economic Research (NBER), Working Paper n°6866,
March 2020 (www.nber.org/papers/w26866.pdf)

Whoever pays off their debt gets rich
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However, given a pandemic-related mortality rate of 2.1% (or 150 million
people in relation to the current world population), the effects of the
Spanish flu have also been felt over a long period of time, and the costs in
terms of lost production have therefore been much greater in total than
can be anticipated for Covid-19. What characterises the cost of the current
pandemic in comparison with previous ones, including AIDS - which is
estimated to have made around 40 million victims worldwide - is that it is
highly concentrated over time.

More specifically, three scenarios for post-lockdown economic recovery
can be considered:

—That of a rapid, V-shaped recovery seems unlikely. Indeed, the opening
up after lockdown has been gradual across sectors, regions and countries.
The last point implies a gradual resumption of international trade. As in
the 2008-2010 crisis and its aftermath, this trade, by coming to an abrupt
halt, initially played a role in amplifying the crisis. It is expected to resume
only gradually, thus not fulfilling its usual accelerating role inr the long
run, where it grows faster than production. In addition, companies must
put in place measures to ensure the safety of employees and customers,
preventing an immediate resumption of production at pre-crisis levels;

—That of a W-shaped evolution would correspond to a resumption of the
pandemic, following, for example, premature reopening post-lockdown or
migratory flows from countries where it would not have been eradicated
to others. The hypothesis of coordination between countries, so as to avoid
the realisation of the latter possibility, is generally made by forecasters;

—The third scenario, the one that is very generally retained, is that
of a U-shaped recovery, where the collapse of production linked to
containment would be followed by a restart. However, there are questions
about the strength of the latter. On the one hand, if the crisis does indeed
have the character of a temporary shock, not calling into question the
long-term growth prospects, it is to be expected that demand will return
fairly quickly to its pre-crisis level. In particular, the intervention of
public authorities to considerably cushion the impact of the crisis on
employment and income should support household consumption all the
better as households, lacking access to certain goods and services, will
have accumulated an overhang of savings during the containment.

In the case of France, the OFCE evaluates this overhang at 55 billion
euros’. This surplus of savings should notably enable purchases deferred
by the crisis to be made, particularly those in durable goods, also stimulated

7. See OFCE's Analysis and Forecasting Department, "Evaluation au 20 avril 2020 de Iimpact
économique de la pandémie de Covid-19 et des mesures de confinement en France. Comptes
d’agents et de branches", OFCE Policy Brief, n°66, 20 April 2020 (www.ofce.sciences-po.fr/pdf/
pbrief/2020/0FCEpbrief66.pdf).



by the probable destocking by retailers. It should also bring household
consumption to a temporarily higher level than before the crisis, with the
savings rate falling from a high level to return to the medium to long-
term level. On the other hand, in countries where wage employment has
adjusted sharply downwards, as in the United States, it may only start to
recover gradually, with employers' associations even expressing concern
that government-distributed replacement income may act as a disincentive
to return to the labour market. In the United States, however, a study shows
a fairly strong consumer response to government support, with an increase
from $0.25 to $0.35 in consumption per dollar of support in the ten days
following its payment, mainly in food products and from the households
most subject to liquidity constraints, i.e. a priori those on low incomes®.

More generally, companies could go bankrupt and lay people off. In
addition, companies, which are affected by the fall in their turnover during
the lockdown period, could subsequently postpone their investments and
give priority to the repayment of cash loans taken out when activity was
at its lowest point.

It is the last scenario that the forecasters, surveyed by the ECB in the course
of April 2020, favour on the whole, with a fall in the GDP of the euro
zone of 5.5% in 2020 followed by a rebound of 4.3% in 2021°, against
the background of an upturn in activity at a "normal" rate from the third
quarter of 2020. The profile of activity would therefore describe a U whose
right-hand branch would be less steep than the left-hand branch. In its
economic forecasts for the spring of 2020, the European Commission
adopts a similar but more pronounced profile: a fall in GDP of 7.75%
in 2020, followed by a rise of 6.25% in 2021'°. The expectations of the
financial markets also appear to be consistent with a scenario in which
economic growth would not be permanently slowed down.

After a correction in share prices of around 30% from mid-February
to mid-March, partly as a result of the search for liquidity, most stock
exchanges regained one third of the ground lost over the following two
months, and even two thirds in the case of the S&P 500 index, which is
highly concentrated in technology stocks.

8. See Scott R. Baker, R.A. Farrokhnia, Steffen Meyer, Michaela Pagel and Constantine Yannelis,
"Income, Liquidity, and the Consumption Response to the 2020 Economic Stimulus Payments”
National Bureau of Economic Research (NBER], Working Paper n°27097, May 2020 (www.nber.
org/papers/w27097.pdf).

9.European Central Bank (ECB), "Résultats de 'enquéte menée parla BCE auprés des prévisionnistes
professionnels pour le deuxieme trimestre 2020", Press release, 4 May 2020 (www.banque-france.
fr/sites/default/files/medias/documents/communique-de-presse-bce 2020-05-04 resultats-
de-l-enquete-menee-par-la-bce-aupres-des-previsionnistes-professionnels-pour-le-deuxieme-
trimestre-2020.pdf).

10. European Commission, "Spring 2020 Economic Forecast: A deep and uneven recession, an
uncertain recovery’”, Press release, 6 May 2020 (https://ec.europa.eu/commission/presscorner/
detail/en/ip 20 799).

Whoever pays off their debt gets rich
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Similarly, the price of gold, a safe haven par excellence during global crises,
rose only moderately in dollar terms, gaining around 16 % between the end
of January 2020, when the World Health Organisation (WHO) declared a
state of public health emergency of international scope, and mid-July 2020.
By comparison, gold prices had risen by more than 40% between mid-2007
and mid-2008, at the height of the subprime crisis.

2. Inflation trends: a hitch in 20207

The evolution of inflation in the short, medium and long-term will be a
decisive variable as regards the sustainability of debts and their future. In
a period of containment, a greater fall in production than in consumption
should in principle lead to a rise in prices. Nevertheless, the consumer
price index reacts very quickly to changes in oil prices. The price of oil fell
sharply at the beginning of the health crisis, due to the drop in demand in
the most consuming sectors (transport, industry). In addition, the prices
of products not consumed during this period (personal services or most
of leisure services) were carried over, the composition of the index being
reviewed only annually. This price carry-over, combined with lower energy
prices, which are expected to have become less important in the consumer
basket during the lockdown, could lead to a temporary underestimate of
inflation.

This measurement problem should dissipate as businesses reopen.
Inflationary pressure could then be felt as a result of the above-mentioned
catching-up behaviour of consumption, while supply capacity will not
be immediately restored (due in particular to supply disruptions or the
delay resulting from the refurbishment of premises). Conversely, cash-
strapped companies could make commercial offers. It is therefore difficult
to anticipate how inflation will develop between now and the end of the
year. Nevertheless, forecasters expect inflation in the euro zone to slow
significantly to 0.4% in 2020 from 1.3% in 2019, followed by a rebound in
2021 (between 1.2% and 1.4%). By 2024, their inflation forecast (at 1.7%)
does not vary more than in previous quarterly surveys conducted by the
ECB: at this stage, therefore, no inflation slippage is expected (see Part V).



V. NEW CHALLENGES FOR THE LIQUIDITY CONSTRAINT?

In a market economy, it is the role of banks and financial markets to provide
access to credit for non-financial agents. However, the question arises in the
short-term of how to manage the liquidity constraint. Economic activity
is contracting (see Part IlI) and governments act as guarantors of credit
to businesses, providing liquidity - for a total amount estimated by the
European Commission at 24% of the Eurozone GDP - and providing
alternative income and burden relief (see Part IT). Against a background
of heavy recourse to financial intermediaries and markets, will there be a
demand for government securities? In order to have elements of an answer
to this question, it is first necessary to assess the extent to which public
finances are expected to deteriorate. In a second step, we will examine
various financial innovations proposed to ease the liquidity constraint.

1. What will be the extent of the deterioration in public finances?

According to European Commission forecasts, the public deficit in the
euro zone would increase from 0.6 to 8.5 points of GDP between 2019
and 2020, to fall back to 3.5 points of GDP in 2021. Taking into account
variations in GDP estimated at -7.7% in 2020 and +6.3% in 2021, this
would imply an increase in the public debt/GDP ratio of 17 points in 2020,
reaching 103%, and a decrease of 3 points in 2021, in the absence of
adjustments different from those forecast by the European Commission,
for example due to the assumption of private debt by the public authorities.
Moreover, according to these forecasts, the differences in situation would
widen between Eurozone countries. Thus, Germany would see its public
debt ratio rise from 60% in 2019 to 76 % in 2020, compared with 96% to
116% for Spain, 98% to 117% for France and, above all, 135% to 159%
for Italy. In the United States, again according to European Commission
forecasts, the public deficit will reach 18% of GDP in 2020.

Towards a public finance crisis?

Should we then fear a crisis in public finances, which would occur if an
auction of public securities did not find takers? In fact, this has not been the
case. Since the start of the health crisis, auctions of public securities have
been very largely oversubscribed in all developed economies, albeit initially
at slightly less favourable terms for borrowers than before the health crisis,
where, as in the euro zone, a cut in key rates had not been possible. Thus,
for Olivier Blanchard, former IMF chief economist, the level of public debt
in the industrialised countries was not worrying before the crisis, and is still
not after its occurrence.
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This is due to high savings in the face of low investment and interest rates
close to zero. In the short-term, a public debt crisis is therefore, in his
view, unlikely !*. Moreover, the liquidity of public securities markets is
supported by central bank purchases and bank refinancing (see Part II) in
industrialised countries.

The debt of emerging countries

The situation may be different in emerging and developing countries. These
countries have faced significant capital outflows since the start of the health
crisis, exposing them to a dual crisis in terms of exchange rates and public
finances. More than a hundred of them have thus had to call on International
Monetary Fund (IMF) loans, particularly those granted to deal with natural
disasters. In addition, the aforementioned swap arrangements set up by the Fed
with 14 central banks of emerging countries have eased the pressure on interest
and exchange rates of the currencies of these countries. In total, examining
the situation of 66 emerging or developing economies and taking four criteria
into account (public debt, public and private foreign debt, borrowing costs
and the rate of coverage of foreign payments - current account deficit and
foreign debt service - by foreign exchange reserves), The Economist magazine
notes that some 30 of them are in a fragile situation '2. However, they account
for only 11% of the total GDP of these 66 countries and less than a quarter
of their total public or foreign debt, and some of the countries in the most
difficult situation, such as Lebanon or Venezuela, were there before the health
crisis. Moreover, in mid-April 2020, the G20 suspended debt service on public
loans to the 77 poorest countries and the G7 subsequently called on private
creditors to do the same. To prevent these countries from defaulting (see
Part V), however, debt forgiveness may be necessary.

2. What role for financial innovation schemes?

Two types of financial innovation have been put forward as instruments
for financing public deficits resulting from the health crisis, with a view to
alleviating the liquidity constraint weighing on States.

The first, advocated by George Soros for Europe (he does not specify which
European institution, but it could be the European Commission) in an
interview with a Belgian newspaper in May 2020, would also be usable

11. See "Olivier Blanchard, ancien chef économiste du FMI : ‘Une crise des dettes publiques parait
peu probable a court terme”™ remarks collected by Marie Charrel, Le Monde, 27 April 2020.

12. See "Which emerging markets are in most financial peril?", The Economist, 2 May 2020.

13. See "George Soros: "This crisis is truly endangering the survival of our civilisation”, remarks
collected by Gregor Peter Schmitz, lecho.be, 17 May 2020 (www.lecho.be/dossiers/coronavirus/
george-soros- cette-crise-met-veritablement-en-peril-la-survie-de-notre-civilisation/10227652.html).



at the national level and would consist in issuing perpetual debt, a practice
abandoned for several centuries in the economies that have resorted to it
(essentially Britain and France). The second type of financial innovation,
the use of which has been advocated at the European or international level,
would aim to mutualise loans.

What about the use of perpetual debt?

George Soros points out that one of the advantages of perpetual debt is
that it does not have to be repaid, from which he believes that it would
impose only a very small budgetary burden. He cites a surprisingly low
interest rate of 0.5%, whereas under the Ancien Régime (former political
and social system), perpetual debt commonly bore interest at 4%. More
generally, it is very difficult to anticipate at what rate perpetual debt can be
issued. In fact, knowing that the term premium in principle increases with
maturity in order to remunerate the investor for the price risk to which he
is exposed, the term premium at the infinite horizon could, in theory, also
reach an infinite - or in any case very high-level. The use of perpetual debt
would therefore be costly. Consequently, if public spending related to the
crisis is to be financed by an instrument earmarked for it, with the aim of
easing the liquidity constraint on States, it would probably be better to issue
very long-term securities (thirty years or more).

What about debt pooling?

Proposals for the mutualisation of public debt were first formulated in
Europe by the European Commission as early as 2011, in the context
of the sovereign debt crisis, and taken up by academics, under the term
"Eurobonds". They reappeared during the health crisis under the name
of "Coronabonds". The idea is to entrust a European agency, with the
joint and several guarantee of all Eurozone member countries, with the
task of issuing sovereign debt on behalf of States that would otherwise be
subject to the risk of no longer being able to access the financial markets,
or else at penalising conditions, a risk deemed unjustified. Furthermore, the
guarantee provided by the highest rated issuers would enable the agency,
and hence its debtors, to benefit from interest rate conditions close to those
available to the original guarantors. However, it is questionable whether
a liquidity constraint is necessarily harmful, justifying the implementation
of a permanent mechanism and denying the capacity of financial markets
to send warning signals to governments. Moreover, it is unlikely that this
mechanism would offer a "free lunch". On the one hand, it is clear that the
best rated countries, by making a conditional commitment represented by
their guarantee, will have to face deteriorated borrowing conditions. This
is why they are often opposed to the introduction of Eurobonds. On the
other hand, the debtor countries will not necessarily see a decrease in the
average interest rates to which they have access to.
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Indeed, in order for the scheme to be credible and the investors to accept
a lower remuneration than they would receive by lending directly to the
agency's debtors, the securities issued by the agency must have some form
of de facto or de jure "seniority", just as it is accepted that a country does
not in principle default on loans granted by the IMFE. Holders of standard
securities issued by the countries receiving loans from the agency would thus
be "juniorised" and therefore enticed into charging higher risk premiums,
reducing the advantage obtained by borrowers from the European agency.
Ultimately, in accordance with the Modigliani-Miller theorem, according
to which a change in the composition of liabilities in a balance sheet cannot
change its average cost, this advantage would be cancelled out. All other
things being equal, the average government bond rate of the countries in
the zone would remain unchanged, only its dispersion among borrowers
would be reduced. The average rate could even be increased if the issuance
of Eurobonds was perceived as increasing the moral hazard on public
finances.

This does not mean that Eurobonds are a bad idea, only that they are not
a panacea. On a more positive note, the issuance of Eurobonds can be an
opportunity to transfer competences to the European level, thus contributing
to the implementation of structural reforms that would better homogenise
the Eurozone and support the public finances of all member countries (see
Part V). In addition, it should be recalled that within the framework of the
monetary union, there are automatic pooling mechanisms with the ECB's
liquidity supplies and the Target balances (i.e. the balances of accounts
between the central banks of the Eurosystem reflecting payments of all
kinds between EU member countries made through the Target system).
The very existence of the area thus guarantees a common liquidity base
and constitutes a solidarity mechanism that prevents any payments crisis
between member countries.

In addition, in response to the health crisis, the European Commission has
borrowed €100 billion to cover Part of the costs of creating or extending
short-time working schemes and the European Investment Bank (EIB)
has set up a pan-European guarantee fund for loans to businesses to the
tune of €200 billion. Furthermore, the European Stability Mechanism
(ESM) has undertaken to provide loans to European States of up to 2%
of each beneficiary's GDP. Finally, following an approach reminiscent of
Coronabonds, since it is a temporary response to a specific crisis, France
and Germany proposed on 18 May 2020 that the European Commission
borrow €500 billion to provide budgetary allocations to the EU countries
most affected by the health crisis. This loan can of course only be repaid
through higher contributions from the Member States to the European
Commission's budget but, like any loan from a European or international



organisation, it has the accounting advantage of not being included in the
debts of the Member States. In response, the so-called "frugal" countries
(Austria, Denmark, the Netherlands, Sweden) suggested that Community
aid should take the form of loans and be accompanied by reform
commitments on the Part of the recipient countries. On 20 July 2020, the
27 European states reached an agreement on a €750 billion recovery plan.
Of the total amount, €672.5 billion is divided into two main categories:
loans (€360 billion) and grants (€312.5 billion). In addition, there are
various lines of the Commission's multiannual budget for an amount of
€77.5 billion, giving a total of €390 billion in grants.

Proposals similar to Eurobonds, involving the World Bank or the IMF to
supplement investors’ payments, have been made at the international level
for emerging and developing economies . They have the same limitations
and should be interpreted as proposals for a more distributive role for
international organisations.

V. MANAGING THE SUSTAINABILITY CONSTRAINT:
DO WE HAVE TO RESPECT OUR COMMITMENTS?

Access to credit, nowadays synonymous with access to financial markets, is
based on a liquidity constraint, to which both public and private agents are
subject. The analogy for public agents of the solvency constraint of private
agents is the sustainability of public finances. This refers to the capacity of
a State to meet its borrowing requirements in the future. However, today
there is no way of forcing a State to respect its commitments. A distinction is
therefore made between two ways of managing the sustainability constraint,
depending on whether the commitments made are respected or not.

1. Fulfilment of commitments

The notion of "public debt sustainability" is unclear, reflecting the
uncertainties surrounding any forecast. These uncertainties are particularly
high in the case of a management that is a matter of not only economic but
also political decisions. As a result, it is not possible to indicate ex ante at
what threshold a public debt becomes unsustainable.

14.See, forexample, RobinWigglesworth, "Asolution to the looming debt crisisinemerging markets”,
ft.com, 4 May 2020 (www.ft.com/content/b97eb604-4f6b-49bc-b350-3287bbde00c9).
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Two observations can be made, however, in order to keep to considerations
of an economic nature:

— Assuming that a public debt/GDP ratio adequately reflects sustainability
and that, if it has been reached, it means that the debt was sustainable, and
by making a set of forecasts on economic growth, inflation and market
interest rates, it is possible to calculate a primary public balance (i.e.
excluding interest payments) stabilising the debt, which is then assumed
to be sustainable. This balance makes it possible to avoid the "snowball
effect" where a real interest rate on the debt higher than the growth
rate of the economy (or a nominal interest rate higher than the nominal
GDP growth rate, taking inflation as an exogenous variable) would lead
to an uncontrolled increase in the public debt/GDP ratio. The so-called
"Maastricht criteria" for public finances (debt ratio limited to 60% and
deficit ratio limited to 3%) implicitly rely on such a calculation. On the
basis of an inflation rate of 2%, very close to the inflation target of the
ECB, a, a potential economic growth rate of 3% in the long-term — an
assumption that is nowadays unrealistic - and a real interest rate at the
same level, in accordance with Solow growth model, it is possible in the
Fisher equation (nominal interest rate equal to the sum of the growth
rate and the inflation rate) to stabilise the public debt ratio at the 60%
level, once this has been reached, with a public deficit ratio of 3%. In the
current context, satisfying the sustainability constraint does not pose a
problem for States which, like France, have been able to take on debt
for several years at negative rates, provided of course that the recession
linked to the Covid-19 health crisis, which makes the real interest rate
temporarily higher than the growth rate, does not last. However, this may
be a difficulty for issuers who, like Italy, have to pay high spreads and
whose potential growth is low.

Unlike private agents, States have, together with taxes, recourse to coercion
to repay their debts. This is why the interest rate at which the Treasury can
borrow is called the "risk-free rate" and provides a floor to the interest
rates available to private agents. However, the tax levels already reached
must not be "on the right" side of the Laffer curve where the tax burden has
become such that "too many taxes kill taxes". A government that believes
it cannot raise taxes should therefore rely entirely on public spending cuts
to release the necessary resources (the primary surplus) needed to stabilise
its debt. It should also escape the “snowball” effect by reassuring savers by
displaying a credible trajectory of primary surpluses, allowing it to finance
itself at low interest rates, incorporating only low risk premiums. Finally,
it should do so without lowering its growth prospects (the denominator of
the debt/GDP ratio).



For some authors, these objectives are compatible provided that
governments make sometimes difficult political choices, such as calling
into question certain social benefits'’. The gain in credibility and the
expectations of high potential growth generated by structural reforms thus
make it possible to compensate, even in the short-term, for the recessive
impact of budget cuts. This is therefore the path that countries such as
Italy, where public debt and the tax burden have reached high levels while
potential growth remains low, resulting in wide spreads, could take.

2. Questioning of commitments

In order to challenge their commitments and relax the constraint on the
sustainability of their public finances, governments can use three levers:
fiscal and tax policy, cooperation from the central bank or pressure on
it where it is independent, as is the case today in all developed countries
and in a growing number of emerging countries, and a policy of financial
repression.

Debt and fiscal policy

In terms of budgetary and fiscal policies, a first possibility is to default;
a second is to use taxation to generate inflation. The latter case is a
questioning of commitments to the extent that borrowing has been carried
out at low levels of nominal interest rates, thus incorporating the promise of
low inflation (the same argument applies when monetary policy is inflected
to induce inflation).

Defaulting is obviously a hypothesis rejected by issuers on the grounds that
it would be an outdated way to restore the sustainability of public finances,
which is unthinkable in developed economies with large financial markets.
More prosaically, to mention it would be self-fulfilling: savers would not
want to lend to a State that would show no interest in repaying them.
However, with the exception of central banks that could not accept it for
statutory reasons, holders of securities issued by the Greek government
have indeed been reduced by 70% in their rights in 2012. This is therefore
a path that cannot be ruled out, even in developed economies.

A general default on government borrowing does, however, have drawbacks,
notably that the defaulting government is cut off from access to financial
markets. Admittedly, experience shows that this cut-off lasts only a few
years: three or four years in most cases, more in the case of countries that
refuse to implement fiscal and structural adjustment policies.

15. See, for example, Alberto Alesina, Omar Barbiero, Carlo Favero, Francesco Giavazzi and Matteo
Paradisi, “The Effects of Fiscal Consolidations: Theory and Evidence”, National Bureau of Economic
Research (NBER), Working Paper n°23385, May 2017 (www.nber.org/papers/w23385.pdf).
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It thus took seven years for Greece to return to the financial markets.
In fact, if default has the mechanical merit of temporarily restoring the
sustainability of public finances, the policies implemented and anticipated
must support this commitment in a credible manner. Three or four years is
generally the time needed by lenders to make sure of this. In the meantime,
in the absence of pressure on monetary policy or financial repression, the
defaulting state must therefore either immediately cut spending to balance
its budget or raise taxes, with the risk in both cases of triggering a recessive
spiral if it is unable to restore growth prospects.

Another disadvantage of general default is that it can be very unpopular
when a large proportion of public debt is held by residents, either directly
or through pension funds or, as is the case in France, insurance companies.
Consequentely, a country like Japan, where public debt reaches very
high levels (see Part I), may be indebted at very low interest rates. This is
partly due to the fact that, as public debt is held mainly by residents, the
possibility of default is considered by savers to be very low. In the case of
emerging countries in a position of great economic weakness even before
the start of the pandemic and where a large Part of the debt is held by
foreign investors, such as Argentina or Lebanon, a general default may
nevertheless be a tempting option. In the case of highly indebted euro zone
member countries, default is often represented as an alternative to an exit
from monetary union followed by a devaluation of the restored national
currency, in order to limit the risk of recession. However, this alternative is
not credible because if the exiting country were given the politically costly
opportunity to change the currency of denomination of the loans held by
its residents, it would not be allowed to do so in relation to non-residents.
Exemption from this duty would entail a high risk of retaliation by its
former partners (for example, the imposition of customs duties that would
cancel the transitory advantage of devaluation). Respecting this duty would
annihilate the benefit expected from the dual operation of exit from the
monetary union and devaluation by increasing the level of foreign debrt,
including that of intra-zone balances, in proportion to the latter. The only
credible path for a member country of a monetary union that is reluctant
to repay its debt is therefore that of default, as the example of Greece
has shown. Besides, default may be selective vis-a-vis the central bank,
including through a policy of fait accompli if the latter's statutes oppose it.

If it does not default, a government may seek to act on its internal prices
to devalue its debt, for example by substituting consumption taxes for
production or income taxes and by imposing indexation .

In addition to the costs of inflation, this policy carries the risk of being
ineffective if firms do not pass on tax increases to consumption, for example
because of strong public aversion to inflation, or even of having a recessive



impact, by burdening consumption, if they pass on the increase but not the
tax cut on production, assuming that demand allows them to do so. The
risk of a recessive impact is greater in the context of a monetary union,
where this policy would undermine competitiveness.

Faced with debt, new objectives for monetary policy?

For its part, monetary policy can contribute to inflationary pressures to
restore the sustainability of public finances. Thus, the central bank can
"play into the hands" of the public authorities by agreeing to place itself in
a situation of "fiscal dominance", where the objective of monetary policy
is no longer price stability but rather the sustainability of public debt. This
is more likely to happen if the central bank is not independent. However,
even if independent, the central bank can take on board the state's financing
difficulties and its negative economic consequences to place itself under
"fiscal dominance" . In fact, even if the central bank is statutorily
independent, it may be very difficult for it to refuse its support for state
financing. For example, the latter may conduct a policy of public deficits
that significantly increases the financing costs of private agents, which the
central bank will then seek to protect against an increase in spreads that
could place the economy in a lasting situation of underemployment. This
kind of capture of the central bank by the public authorities is possible
both in a given country and in a monetary union, insofar as the central
bank aims to ensure a homogeneous transmission of monetary policy
between private agents in the different countries. Indeed, this homogeneity
presupposes in turn that the financing conditions of the States, which
largely condition those of private agents, are themselves homogeneous,
which may lead to support for securities issued by the country or countries
in a delicate budgetary situation. Moreover, "hostage-taking" is more likely
to achieve its goal if these securities are widely held by partner countries, as
a default could cause them significant losses, in turn calling into question
the transmission mechanism in the countries holding them, notably via
the losses inflicted on financial institutions (banks, insurance companies
and pension funds). Hence the need to ensure the sustainability of public
finances in the member countries of a monetary union, as provided for in
the Treaty on European Union.

Faced with the Covid-19 crisis, the question arises of concrete means by
which the central bank could revive inflation while keeping it under control,
so as to avoid hyperinflation whose economic and social consequences
could be dramatic. In this respect, a parallel is often drawn with the periods
following the two world wars.

16. See Francesco Bianchi, Renato Faccini and Leonardo Melosi, "Monetary and Fiscal Policies
in Times of Large Debt: Unity is Strength”, National Bureau of Economic Research (NBER),
Working Paper n°27112, May 2020 (www.nber.org/papers/w27112.pdf].
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However, the economic context was very different, with massive destruction
of capital and the need to rebuild, human losses in the tens of millions,
the virtual absence of competition from emerging economies and very
promising growth prospects in connection with the reconstruction and
catching-up of the United States. There is therefore no reason to believe
that it would be sufficient to have the same monetary policy instruments
as then to achieve comparable results.

What about the monetisation of public debt by central banks?

One way sometimes advocated to ensure the sustainability of public debt
by creating inflation is to monetise this debt, i.e. having central banks
create reserves by buying government securities. However, this requires
a "monetary multiplier" mechanism, similar to the standard Keynesian-
inspired diagram or the monetarist approach. An increase in the monetary
base should lead to a multiple increase in credit, money supply (monetarist
approach) and/or demand (Keynesian approach) and, ultimately, prices.
While this relationship may have existed in the post-World War II period, in
a period of financial repression when household investment opportunities
were very limited, it is no longer verified. This is demonstrated in particular
by the experience of massive purchases of public assets by central banks,
which led to a very strong increase in the monetary base without a
corresponding increase in inflation.

Nowadays, it is the credibility of central banks, i.e. their commitment to
maintain price stability that anchors inflation expectations'. In order to
raise inflation beyond their target, central bankers would therefore have to
change their rhetoric and, for this change to be credible in itself, adopt a
very significant change in behaviour. Central banks are thus invited to show
that they are coming to the rescue of fiscal policy by taking on redistributive
tasks in place of elected bodies, by a policy of "currency-helicopter" '8 or
by making debt forgiveness to states, or by lending to them on terms that
are clearly off-market (free perpetual loans, for example).

More generally, the idea would be to damage the credibility of the issuer
and the quality of the currency issued by making the central bank assume
tasks that are not its own and which lead to a deterioration of its balance
sheet. In particular, if the central bank were to make losses putting it in
a negative net position, thus in technical default, it would end up being
dependent on budgetary subsidies to ensure its operation.

17. On this subject, see Frangoise Drumetz, Christian Pfister and Jean-Guillaume Sahuc,
Politique monétaire, De Boeck, 2™ ed. 2015.

18. See Natacha Valla and Christian Pfister, "Helicopter money: Panacea, shell game or Faustian
pact?” Views. The Eurofi Magazine, April 2020, p. 46
(www.eurofi.net/wp-content/uploads/2020/04/views-the-eurofi-magazine zagreb april-2020.pdf).



However, if financial independence is not a sufficient condition for central
bank independence, it is a necessary condition. Creditors of a private bank
withdraw their money when the bank makes losses. Similarly, holders
of currency, unable to demand repayment of legal tender because of the
forced course, would seek to get rid of it if the central bank's balance
sheet deteriorated sufficiently. A substitution in favour of foreign currencies
would result in currency depreciation, imported inflation and currency
war if the same policies were simultaneously pursued abroad, an arbitrage
in favour of real assets through their appreciation (see Part VI) and an
arbitrage in favour of consumption through inflation.

The merits of statutory constraints against monetary financing

Such policies of debt write-offs by central banks would come up against
statutory constraints, such as, in Europe, Article 123 of the Treaty on
Economic and Monetary Union. Of course, the statutes can be changed,
but it is a long and complex process that exposes the public authorities
and the central bank to open conflict and to political debate with uncertain
outcomes, particularly in a monetary union if member countries do not
share the same objectives. Moreover, here again, the means would not
guarantee that the desired goal, i.e. inflation well above the current central
bank targets (usually close to 2%), would be achieved without the risk
of slipping into hyperinflation. Indeed, for more than ten years now in
the euro zone, much more so in Japan and again since the health crisis in
the United States, the trend in inflation as well as inflation expectations
extracted from financial markets rather reflect the difficulty for central
banks in achieving a level of inflation sufficiently high to meet their target,
despite efforts to do so.

In the event that the more radical means discussed earlier in this study
were implemented, a strong public commitment to price stability, which
seems to be reflected in the fact that perceived inflation is systematically
higher than observed inflation, could stand in the way of a resumption of
inflation. In the first instance, the public might pay less attention to what
would appear to be a panel discussion because there is a cost to changing
payment habits. Second, and no more than for the unsustainability of the
public debt is it possible to know at what precise point in time this would
intervene, the public could completely change their expectations, creating
a "flight from money" effect. The latter, comparable to a run on deposits
(bank run), would be likely to provoke an episode of hyperinflation similar
to that of Germany in 1923 or more recent episodes in the emerging world
(Venezuela, Zimbabwe).
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Financial repression policy

By aiming to limit the formation of credit or inflation risk premiums, a
policy of financial repression would complement the previous policies. The
means used to this end would consist of constraining private agents in
their portfolio choices, for example by imposing floors on the holdings of
public securities by financial intermediaries and ceilings on interest rates,
or by exchange controls. These practices were common in France until the
1980s. Nowadays, within the framework of the euro zone, Article 104 A of
the Treaty on European Union nevertheless prohibits privileged access by
Community bodies and public administrations to financial institutions .

An attenuated form of these policies is "yield curve control", which prevents,
through the administration of the financial market by the central bank, the
incorporation of inflation or term premiums into the level of long-term
interest rates. This practice was implemented by the Fed from 1937 to 1951
and is carried out by the Bank of Japan since 2016. In fact, after the Second
World War, the Fed felt that its role in administering the government bond
market had deprived it of some of its operational independence. It was only
after a long period of opposition with the Treasury that the Treasury-Fed
Accord released it from this role.

VI. A DIFFICULT SHORT-TERM FOR COMPANIES,
A MEDIUM-TERM FAVOURABLE TO BANKS?

The financial impact of the health crisis, in the short to medium-term,
and then of the fiscal and monetary policies that could be pursued in the
medium to long-term, deserves to be highlighted. We focus here on the
case of developed economies (on the case of emerging and developing
economies, see Part IV).

1. Impact of the health crisis in the short to medium-term

What is the impact of the health crisis on the financial situation of companies
and households?

As far as companies are concerned, they must both generate cash flows to
service their debt and sulfficient profitability to satisfy their shareholders.

19. See Council of the European Communities-Commission of the European Communities, "Traité
sur 'Union européenne”, May 1992, europa.eu, p. 26. (https://europa.eu/european-union/sites/
europaeu/files/docs/body/treaty on european union fr.pdf).



Based on a sample of 40,000 companies from 26 developed and emerging
economies representing about 60% of GDP in the median country, a Bank
for International Settlements (BIS) study estimates that 50% of companies
would not have sufficient cash flow to service their debt in the year 20202,
Moreover, if their sales were to fall by 25%, meeting their need for debt
financing would increase their leverage by about 10 percentage points.
From the start of the health crisis, companies have sought to strengthen
their liquidity situation: in France, their bank deposits rose sharply in
March 2020 (+40.6 billion euros), probably due to the liquidation of
other assets, while at the same time there was a sharp increase in loans
(+34.2 billion euros)?!. In the short-term, the ECB survey on bank credit
distribution in the euro zone published at the end of April 2020 showed a
forecast of a sharp increase in demand for treasury credit from companies
in the second quarter of 202022, However, banks anticipated an easing of
credit conditions, in conjunction with the improvement in their refinancing
conditions thanks to the ECB's targeted longer-term refinancing operations
and the intervention of state guarantees (see Part II).

Beyond that, due to the effect of the health crisis on their results and debrt,
the financing conditions of companies should spontaneously deteriorate
(more expensive and more difficult access to loans, higher equity
premiums making access to the stock market more expensive). However,
public policies could hinder these developments by encouraging banks to
consolidate their lending to SMEs, which they do not have easy access to
financial markets, for example by extending the guarantee of loans granted
during the health crisis.

From forced savings to tighter conditions for access to credit?

As far asindividuals are concerned, the fall in their consumption greater than
that of their income has enabled them to provide the banks with liquidity
to facilitate the financing of companies and governments. Households'
bank deposits have thus risen sharply - by nearly €20 billion in France in
March 2020 - at the same time as the growth in their borrowing has halted,
suggesting a significant increase in their financial savings. In addition, a
study published by the Autorité des marchés financiers (AMF) revealed that
retail investors' purchases of French equities quadrupled in March 2020:
more than 150,000 new investors, aged ten to fifteen years less than regular

20. See Ryan Banerjee, Anamaria llles, Enisse Kharroubi and José-Maria Serena, "Covid-19 and
corporate sector liquidity", BIS Bulletin, n°10, 28 April 2020 (www.bis.org/publ/bisbull10.pdf).

21.See Banque de France, "L'impact de la crise du Covid-19 sur la situation financiere des ménages
et des entreprises: une premiere photographie a partir des données monétaires et financieres
a fin mars 2020", Press release, 29 April 2020 (www.banque-france.fr/communique-de-presse/
limpact-de-la-crise-du-covid-19-sur-la-situation-financiere-des-menages-et-des-entreprises).
22. See European Central Bank (ECB), "Résultats de l'enquéte d’avril 2020 sur la distribution du
crédit bancaire dans la zone euro”, Press release, 28 April 2020 [www.banque-france.fr/sites/
default/files/medias/documents/196tf20 bls.pdf).
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investors in French equities, bought SBF 120 shares between 24 February
and 3 April 2020%. The question certainly arises as to whether these
purchases respond to the search for "hits" in the equity market, without
any prospect of sustainable investment, or to a more profound change
in the direction of increased risk-taking by investors. However, it is clear
that they have cushioned the fall in prices as households have acted as a
counterpart to companies liquidating their financial investments.

Finally, a fall in their income that was lower than their consumption
enabled households, particularly those facing the strongest liquidity
constraints, to continue to repay their bank loans, thus eliminating
a channel of transmission of the health crisis to the banking sector.
Beyond short-term developments, banks could restrict their supply of
housing loans to households in order to limit their total risks, while their
exposure to companies and governments would be increased. In fact,
as early as April 2020, according to the ECB's survey on bank credit
distribution, banks anticipated a sharp tightening of access conditions for
individuals in the second quarter of 2020.

2. Medium to long-term impact on fiscal and monetary policies

Let us now focus on two contrasting scenarios, echoing those of compliance
with or challenge to the commitments discussed in Part V. In the first
scenario, the fiscal policy followed is that of adjustment; in the second,
described as "flight forward", "fiscal dominance" over monetary policy is
implemented either by the central bank or following a selective default by
the government vis-a-vis it, after the purchase of government securities in
the framework of asset purchase programmes. It is assumed that inflation
then resumes to levels comparable to those observed in France in the 1950s
and 1970s: "fiscal dominance" produces the expected effects. The second
scenario is implemented at the same time as financial repression measures
to prevent the debt relief resulting from unanticipated inflation from being
partly offset by an increase in inflation and/or default risk premiums on
current and future issues.

Adjustment

The adjustment scenario corresponds to fiscal consolidation in the most
indebted countries, which are most exposed to liquidity risk (see Part IV).
Given its a priori recessive impact, it is likely to succeed only if accompanied
by supply-side policies.

23. See Stephen Frenay and Christophe Bonnet, "Comportement des investisseurs particuliers
pendant la crise Covid-19", Autorité des marchés financiers (AMF)-Direction des marchés,
April 2020, p. 6., (www.amf-france.org/sites/default/files/2020-04/investisseurs particuliers_
actions mars 2020.pdf].



These should include the recapitalisation of banks, which in turn will allow
credit to resume and capital to be reallocated to the most productive jobs.
Indeed, the extreme slowness of bank balance sheet consolidation severely
limits any economic recovery in a country like Italy, contributing to the
"doom loop" between the deterioration of public finances and the situation
of banks that the country has entered since the GFC. Thus, the ratio of
non-performing loans to gross loans outstanding still reached 8.4% in Italy
in 2018, instead of 6.2% - an already high level - in 2008 (comparable
ratios are 2.8 and 2.7% for France, 2.9 and 1.2% for Germany). This
recapitalisation could be partly carried out through bank mergers and
alliances with foreign partners. Another structural reform with a potentially
significant impact on the sustainability of public finances but also on the
allocation of assets could concern contingent liabilities, i.e. principally
pensions in countries with pay-as-you-go systems (mainly Spain, France
and Italy, while Germany and, above all, the Netherlands have a certain
degree of capitalisation). This reform could address both the rights in
existing systems that are threatened by demographic change and the role
that capitalisation could play in the future.

In this scenario, long-term interest rates would not adjust immediately
as financial markets would wait until the government has shown its
determination to effectively implement these reforms. Bonds from indebted
countries would be an attractive investment. Despite bank recapitalisation,
real estate could be relatively penalised if supply-side policies were pursued
aggressively enough to restore "animal spirits" and subsequently demand
for equity investments. Reversing the trend observed during the health
crisis and in its wake, corporate debt would replace government debt, with
investment loans taking over from treasury loans.

Flight forward

In a context of negative real yields, interest-rate investments (bank deposits,
bonds, life insurance contracts in euros) would be penalised. In addition,
in the event of a selective default vis-a-vis the central bank of a monetary
union, there could be contagion of the risk of default to other members
of the union, particularly the most indebted, for fear that they would do
the same. There would also be a risk of the monetary union breaking up if
the default was considered by some Member States to be in breach of the
implicit rules of the union, in particular with regard to the losses inflicted
on their residents, non-financial agents and financial intermediaries. Indeed,
not only would the prices of the defaulting issuer's securities collapse, but
those of other sovereigns could do the same if investors anticipated that
issuers could follow the defaulting country's lead. Investors holding all of
these securities, either directly or, more often than not, indirectly through
financial intermediaries, could thus make heavy losses.

Whoever pays off their debt gets rich

35



fondapol | 'innovation politique

36

Conversely, beyond short-term turbulence in the event of default, which
is particularly damaging in a monetary union where cross-holdings
of financial assets are significant, indebtedness - and, with it, banking
intermediation - would be encouraged by negative real interest rates. Real
assets should thus play their traditional role as safe havens and grow faster
than inflation.

By major asset classes, the comparison with the precedent of the
1950s-1970s does not, however, make it possible to make a clear guess as
to what the evolution of prices might be:

- Although companies were favoured by a high level of indebtedness and
prospects for rapid growth, equity investments did not pay particularly
well during this period, perhaps due to the context of financial repression
resulting, in particular, in unfavourable tax treatment.*

- Gold, an investment suggested nowadays by a number of hedge funds
with a view to monetary degradation, alongside crypto-assets, has only
served to protect purchasing power.?

— On the whole, real estate has been a very good investment, but, in addition
to the level of inflation, it has benefited from specific factors that would not
a priori be present in the future (demographic pressure, urbanisation of the
population, strong growth in purchasing power, etc.).

In any case, in a "flight forward" scenario, the beneficiaries should be
the households most able to access credit and diversify their assets
beyond monetary investments, i.e. in principle the wealthiest households.
Thus, according to the 2015 INSEE wealth survey, less than a quarter of
households in the first quartile of disposable income are indebted, compared
with two-thirds in the last quartile.

24. See Emilie Candus, Christian Pfister and Franck Sedillot, "0u s'investit I'épargne des Frangais "
Bulletin de la Banque de France, n°214, November-December 2017, pp. 5-21. (https://publications.
banque-france.fr/sites/default/files/medias/documents/bulletin-bf-214 web.pdf).

25.SeeTanguyAubertand Christian Pfister, "De I'or monétaire al'or financier”, Réalités industrielles-
Annales des Mines, November 2018, pp. 76-79 (www.annales.org/ri/2018/ri novembre 2018.pdf).



CONCLUSION

Professed and practised for centuries, through the experience of Law,
assignats?®, the two-thirds bankruptcy?” and post-war inflation, the non-
repayment of debt or its repayment at a vile price thanks to monetary
debasement is an old moon?®. Yet it led to dramatic episodes, such as the
German hyperinflation of the inter-war period and the political and social
dislocation which followed. Even if such a disastrous scenario were not
to materialise, choosing today not to assume the consequences of past
spending would inevitably have important consequences for the distribution
of income and wealth, and thus for future growth and for equity.

26. Atype of currency used during the French Revolution.
27. A reduction of public debt by two-thirds by legal act in France in September 1797.

28. See Carmen M. Reinhart and Kenneth S. Rogoff, This Time is Different. Eight Centuries of
Financial Folly, Princeton University Press, 2009.

Whoever pays off their debt gets rich

37



vation politique

fondapoIII'inn0

38

DETFE PUBLIOUE

JEAMESURER,
“LAREDUIRE S

REDUIRE
NOTRE DETTE

PUBLIQUE

QUI DETIENT
LA DETTE
PUBLIQUE ?

REDUIRE
LADETTE
GRACE A LA
CONSTITUTION




STRATEGIE
POUR UNE
REDUCTION
DE LA DETTE

PUBLIQUE
FRANCAISE

lllllllll
POLITIQUE
n e

DETTE
PUBLIQUE,
INQUIETUDE
PUBLIQUE

39



anbnyijod uoneaouuy|

Jodepuoy

40



OUR PUBLICATIONS

Relocalisations : laisser les entreprises décider et protéger leur actionnariat
Frédéric Gonand, septembre 2020, 60 pages

Europe : la transition bas carbone, un bon usage de la souveraineté
Patrice Geoffron, septembre 2020, 60 pages

Relocaliser en France avec I'Europe
Yves Bertoncini, septembre 2020, 68 pages

Relocaliser la production aprés la pandémie ?
Paul-Adrien Hyppolite, septembre 2020, 72 pages

Qui paie ses dettes s’enrichit
Christian Pfister et Natacha Valla, septembre 2020, 60 pages

L'opinion européenne en 2019
Dominique Reynié (dir.), éditions Marie B/collection Lignes de Reperes,
septembre 2020, 212 pages

Les assureurs face au défi climatique
Arnaud Chneiweiss et José Bardaji, aotit 2020, 56 pages

L'opinion européenne en 2019
Dominique Reynié (dir.), éditions Marie B/collection Lignes de Reperes,
aott 2020, 216 pages

Changements de paradigme
Josef Konvitz, juillet 2020, 44 pages

Hongkong : la seconde rétrocession
Jean-Pierre Cabestan et Laurence Daziano, juillet 2020, 84 pages

Tsunami dans un verre d’eau

Regard sur le vote europe écologie-les verts aux élections municipales
de 2014 et de 2020 dans 41 villes de plus de 100 000 habitants

Sous la direction de Dominique Reynié, juillet 2020, 44 pages

Innovation politique 2019 (tome 2]
Fondation pour I'innovation politique, juin 2020, 412 pages

Innovation politique 2019 (tome 1]
Fondation pour I'innovation politique, juin 2020, 400 pages

Covid-19 - Etats-unis, Chine, Russie, les grandes puissances inquiétent I'opinion
Victor Delage, juin 2020, 16 pages (disponible en anglais, arabe, chinois et
portugais)

De Ia distanciation sociale a la distanciation intime

Anne Muxel, juin 2020, 48 pages

Covid-19 : Cartographie des émotions en France
Madeleine Hamel, mai 2020, 17 pages

Aprés le Covid-19, le transport aérien en Europe : le temps de la décision
Emmanuel Combe et Didier Bréchemier, mai 2020, 64 pages

Avant le Covid-19, le transport aérien en Europe : un secteur déja fragilisé
Emmanuel Combe et Didier Bréchemier, mai 2020, 56 pages

Ne gaspillons pas une crise
Josef Konvitz, avril 2020, 48 pages


http://www.fondapol.org/etude/changements-de-paradigme/
http://www.fondapol.org/etude/changements-de-paradigme/
http://www.fondapol.org/etude/honkgong-la-seconde-retrocession/
http://www.fondapol.org/etude/honkgong-la-seconde-retrocession/
http://www.fondapol.org/etude/tsunami-dans-un-verre-deau/
http://www.fondapol.org/etude/tsunami-dans-un-verre-deau/
http://www.fondapol.org/etude/tsunami-dans-un-verre-deau/
http://www.fondapol.org/etude/tsunami-dans-un-verre-deau/
http://www.fondapol.org/etude/innovation-politique-2019-tome-ii/
http://www.fondapol.org/etude/innovation-politique-2019-tome-i/
http://www.fondapol.org/etude/covid-19-etats-unis-chine-russie-les-grandes-puissances-inquietent-lopinion/
http://www.fondapol.org/etude/covid-19-etats-unis-chine-russie-les-grandes-puissances-inquietent-lopinion/
http://www.fondapol.org/etude/covid-19-etats-unis-chine-russie-les-grandes-puissances-inquietent-lopinion/
http://www.fondapol.org/etude/de-la-distanciation-sociale-a-la-distanciation-intime/
http://www.fondapol.org/etude/de-la-distanciation-sociale-a-la-distanciation-intime/

fondapol | 'innovation politique

42

Retraites : legons des réformes suédoises
Kristoffer Lundberg, avril 2020, 64 pages

Retraites : lecons des réformes belges
Frank Vandenbroucke, février 2020, 64 pages

Les biotechnologies en Chine : un état des lieux
Aifang Ma, février 2020, 68 pages

Radiographie de I'antisémitisme en France
AJC Paris et Fondation pour l'innovation politique, janvier 2020, 32 pages

OGM et produits d'édition du génome : enjeux réglementaires et géopolitiques
Catherine Regnault-Roger, janvier 2020, 60 pages

Des outils de modification du génome au service de la santé humaine et animale
Catherine Regnault-Roger, janvier 2020, 56 pages

Des plantes biotech au service de la santé du végétal et de I'environnement
Catherine Regnault-Roger, janvier 2020, 56 pages

Le soldat augmenté : regards croisés sur 'augmentation des performances du soldat
CREC Saint-Cyr et la Fondation pour I'innovation politique,
décembre 2019, 128 pages

L’Europe face aux nationalismes économiques américain et chinois (3]
Défendre I'économie européenne par la politigue commerciale
Emmanuel Combe, Paul-Adrien Hyppolite et Antoine Michon,
novembre 2019, 76 pages

L’Europe face aux nationalismes économiques américain et chinois (2)
Les pratiques anticoncurrentielles étrangéres

Emmanuel Combe, Paul-Adrien Hyppolite et Antoine Michon,
novembre 2019, 64 pages

L’Europe face aux nationalismes économiques américain et chinois (1)
Politique de concurrence et industrie européenne

Emmanuel Combe, Paul-Adrien Hyppolite et Antoine Michon,
novembre 2019, 60 pages

Les attentats islamistes dans le monde, 1979-2019
Fondation pour I'innovation politique, novembre 2019, 80 pages

Vers des prix personnalisés a I'’heure du numérique ?
Emmanuel Combe, octobre 2019, 68 pages

2022 le risque populiste en France
Un indicateur de la protestation électorale
Dominique Reynié, octobre 2019, 44 pages

La cour européenne des droits de 'homme, protectrice critiquée des « libertés invisibles »
Jean-Luc Sauron, octobre 2019, 72 pages

1939, I'alliance soviéto-nazie : aux origines de la fracture européenne
Stéphane Courtois, septembre 2019, 76 pages

Saxe et Brandebourg. Percée de I'AfD aux élections régionales du 1* septembre 2019
Patrick Moreau, septembre 2019, 46 pages

Campements de migrants sans-abri :
comparaisons européennes et recommandations
Julien Damon, septembre 2019, 68 pages

Vox, la fin de I'exception espagnole
Astrid Barrio, aott 2019, 56 pages


Campements de migrants sans-abri : comparaisons européennes et recommandations Julien Damon, septembre 2019, 68 pages 
Campements de migrants sans-abri : comparaisons européennes et recommandations Julien Damon, septembre 2019, 68 pages 
Campements de migrants sans-abri : comparaisons européennes et recommandations Julien Damon, septembre 2019, 68 pages 
http://Vox, la fin de l’exception espagnole Astrid Barrio, août 2019, 56 pages 
http://Vox, la fin de l’exception espagnole Astrid Barrio, août 2019, 56 pages 

Elections européennes 2019. Le poids des électorats

comparé au poids électoral des groupes parlementaires

Raphaél Grelon et Guillemette Lano. Avec le concours de Victor Delage
et Dominique Reynié, juillet 2019, 22 pages

Allé maman bobo (2). L'électorat urbain, de la gentrification au désenchantement
Nelly Garnier, juillet 2019, 64 pages

Allé maman bobo (1]. L'électorat urbain, de la gentrification au désenchantement
Nelly Garnier, juillet 2019, 68 pages

L'affaire Séralini. L'impasse d’une science militante
Marcel Kuntz, juin 2019, 60 pages

Démocraties sous tension

Sous la direction de Dominique Reynié, mai 2019,

volume I, Les enjeux, 156 pages ; volume II, Les pays, 120 pages
Enquéte réalisée en partenariat avec I'International Republican Institute

La longue gouvernance de Poutine
Michel Eltchaninoff, mai 2019, 52 pages

Politique du handicap : pour une société inclusive
Sophie Cluzel, avril 2019, 44 pages

Ferroviaire : ouverture a la concurrence, une chance pour la SNCF
David Valence et Francois Bouchard, mars 2019, 64 pages

Un an de populisme italien
Alberto Toscano, mars 2019, 56 pages

Une mosquée mixte pour un islam spirituel et progressiste
Eva Janadin et Anne-Sophie Monsinay, février 2019, 72 pages

Une civilisation électrique (2]. Vers le réenchantement
Alain Beltran et Patrice Carré, février 2019, 56 pages

Une civilisation électrique (1). Un siécle de transformations
Alain Beltran et Patrice Carré, février 2019, 56 pages

Prix de I'électricité : entre marché, régulation et subvention
Jacques Percebois, février 2019, 64 pages

Vers une société post-carbone
Patrice Geoffron, février 2019, 60 pages

Energie-climat en Eurape : pour une excellence écologique
Emmanuel Tuchscherer, février 2019, 48 pages

Innovation politique 2018 (tome 2)
Fondation pour I'innovation politique, janvier 2019, 544 pages

Innovation politique 2018 (tome 1)
Fondation pour I'innovation politique, janvier 2019, 472 pages

L'opinion européenne en 2018
Dominique Reynié (dir.), éditions Marie B/collection Lignes de Reperes,
janvier 2019, 176 pages

La contestation animaliste radicale

Eddy Fougier, janvier 2019, 56 pages

Le numérique au secours de la santé

Serge Soudoplatoff, janvier 2019, 60 pages

Le nouveau pouvoir frangais et la coopération franco-japonaise
Fondation pour I'innovation politique, décembre 2018, 204 pages

43


http://www.fondapol.org/etude/elections-europeennes-2019-le-poids-des-electorats-compare-au-poids-electoral-des-groupes-parlementaires/
http://www.fondapol.org/etude/elections-europeennes-2019-le-poids-des-electorats-compare-au-poids-electoral-des-groupes-parlementaires/
http://www.fondapol.org/etude/elections-europeennes-2019-le-poids-des-electorats-compare-au-poids-electoral-des-groupes-parlementaires/
http://www.fondapol.org/etude/elections-europeennes-2019-le-poids-des-electorats-compare-au-poids-electoral-des-groupes-parlementaires/
http://www.fondapol.org/etude/allo-maman-bobo-2-lelectorat-urbain-de-la-gentrification-au-desenchantement/
http://www.fondapol.org/etude/allo-maman-bobo-2-lelectorat-urbain-de-la-gentrification-au-desenchantement/
http://www.fondapol.org/etude/allo-maman-bobo-1-lelectorat-urbain-de-la-gentrification-au-desenchantement/
http://www.fondapol.org/etude/allo-maman-bobo-1-lelectorat-urbain-de-la-gentrification-au-desenchantement/
http://www.fondapol.org/etude/laffaire-seralini-limpasse-dune-science-militante/
http://www.fondapol.org/etude/laffaire-seralini-limpasse-dune-science-militante/
http://www.fondapol.org/etude/la-longue-gouvernance-de-poutine
http://www.fondapol.org/etude/la-longue-gouvernance-de-poutine
http://www.fondapol.org/etude/politique-du-handicap-pour-une-societe-inclusive/
http://www.fondapol.org/etude/politique-du-handicap-pour-une-societe-inclusive/
http://www.fondapol.org/etude/ferroviaire-ouverture-a-la-concurrence-une-chance-pour-la-sncf/
http://www.fondapol.org/etude/ferroviaire-ouverture-a-la-concurrence-une-chance-pour-la-sncf/
http://www.fondapol.org/etude/un-an-de-populisme-italien/
http://www.fondapol.org/etude/un-an-de-populisme-italien/
http://www.fondapol.org/etude/une-mosquee-mixte-pour-un-islam-spirituel-et-progressiste/
http://www.fondapol.org/etude/une-mosquee-mixte-pour-un-islam-spirituel-et-progressiste/
http://www.fondapol.org/etude/une-civilisation-electrique-2-vers-le-reenchantement/
http://www.fondapol.org/etude/une-civilisation-electrique-2-vers-le-reenchantement/
http://www.fondapol.org/etude/une-civilisation-electrique-1-un-siecle-de-transformations/
http://www.fondapol.org/etude/une-civilisation-electrique-1-un-siecle-de-transformations/
http://www.fondapol.org/etude/prix-de-lelectricite-entre-marche-regulation-et-subvention/
http://www.fondapol.org/etude/prix-de-lelectricite-entre-marche-regulation-et-subvention/
http://www.fondapol.org/etude/vers-une-societe-post-carbone/
http://www.fondapol.org/etude/vers-une-societe-post-carbone/
http://www.fondapol.org/etude/energie-climat-en-europe-pour-une-excellence-ecologique/
http://www.fondapol.org/etude/energie-climat-en-europe-pour-une-excellence-ecologique/
http://www.fondapol.org/etude/lopinion-europeenne-en-2018/
http://www.fondapol.org/etude/lopinion-europeenne-en-2018/
http://www.fondapol.org/etude/lopinion-europeenne-en-2018/
http://www.fondapol.org/etude/la-contestation-animaliste-radicale/
http://www.fondapol.org/etude/la-contestation-animaliste-radicale/
http://www.fondapol.org/etude/le-numerique-au-secours-de-la-sante/
http://www.fondapol.org/etude/le-numerique-au-secours-de-la-sante/
http://www.fondapol.org/etude/le-nouveau-pouvoir-francais-et-la-cooperation-franco-japonaise/
http://www.fondapol.org/etude/le-nouveau-pouvoir-francais-et-la-cooperation-franco-japonaise/

fondapol | 'innovation politique

44

Les apports du christianisme a I'unité de I'Europe
Jean-Dominique Durand, décembre 2018, 52 pages

La crise orthodoxe (2]. Les convulsions, du Xix° siécle @ nos jours
Jean-Frangois Colosimo, décembre 2018, 52 pages

La crise orthodoxe (1]. Les fondations, des origines au xix° siécle
Jean-Frangois Colosimo, décembre 2018, 52 pages

La France et les chrétiens d’Orient, derniére chance
Jean-Frangois Colosimo, décembre 2018, 56 pages

Le christianisme et la modernité européenne (2).
Comprendre le retour de l'institution religieuse
Philippe Portier et Jean-Paul Willaime, décembre 2018, 52 pages

Le christianisme et la modernité européenne (1).
Récuser le déni
Philippe Portier et Jean-Paul Willaime, décembre 2018, 52 pages

Commerece illicite de cigarettes : les cas de Barbés-La Chapelle,
Saint-Denis et Aubervilliers-Quatre-Chemins
Mathieu Zagrodzki, Romain Maneveau et Arthur Persais, novembre 2018, 84 pages

L'avenir de I'hydroélectricité
Jean-Pierre Corniou, novembre 2018, 64 pages

Retraites : Lecons des réformes italiennes
Michel Martone, novembre 2018, 48 pages

Les géants du numérique (2] : un frein & I'innovation ?
Paul-Adrien Hyppolite et Antoine Michon, novembre 2018, 84 pages

Les géants du numérique (1] : magnats de la finance
Paul-Adrien Hyppolite et Antoine Michon, novembre 2018, 80 pages

L'intelligence artificielle en Chine : un état des lieux
Aifang Ma, novembre 2018, 60 pages

Alternative fiir Deutschland : établissement électoral
Patrick Moreau, octobre 2018, 72 pages

Les Frangais jugent leur systéme de retraite
Fondation pour I'innovation politique, octobre 2018, 28 pages

Migrations : la France singuliére
Didier Leschi, octobre 2018, 56 pages

La révision constitutionnelle de 2008 : un premier bilan
Hugues Hourdin, octobre 2018, 52 pages
Préface d’Edouard Balladur et de Jack Lang

Les Frangais face a la crise démocratique : Immigration, populisme, Trump, Europe...
AJC Europe et la Fondation pour I'innovation politique, septembre 2018, 72 pages

Les « Démocrates de Suéde > : un vote anti-immigration
Johan Martinsson, septembre 2018, 64 pages

Les Suédois et 'immigration (2] : fin du consensus ?
Tino Sanandaji, septembre 2018, 56 pages

Les Suédois et I'immigration (1) : fin de ’lhomogénéité ?
Tino Sanandaji, septembre 2018, 56 pages

Ethiques de I'immigration

Jean-Philippe Vincent, juin 2018, 56 pages


http://www.fondapol.org/etude/les-apports-du-christianisme-a-lunite-de-leurope/
http://www.fondapol.org/etude/les-apports-du-christianisme-a-lunite-de-leurope/
http://www.fondapol.org/etude/la-crise-orthodoxe-2-theologie-et-geopolitique-les-convulsions-du-xixe-siecle-a-nos-jours/
http://www.fondapol.org/etude/la-crise-orthodoxe-2-theologie-et-geopolitique-les-convulsions-du-xixe-siecle-a-nos-jours/
http://www.fondapol.org/etude/la-crise-orthodoxe-1-theologie-et-geopolitique-les-fondations-des-origines-au-xixe-siecle/
http://www.fondapol.org/etude/la-crise-orthodoxe-1-theologie-et-geopolitique-les-fondations-des-origines-au-xixe-siecle/
http://www.fondapol.org/etude/commerce-illicite-de-cigarettes-les-cas-de-barbes-la-chapelle-saint-denis-et-aubervilliers-quatre-chemins/
http://www.fondapol.org/etude/commerce-illicite-de-cigarettes-les-cas-de-barbes-la-chapelle-saint-denis-et-aubervilliers-quatre-chemins/
http://www.fondapol.org/etude/commerce-illicite-de-cigarettes-les-cas-de-barbes-la-chapelle-saint-denis-et-aubervilliers-quatre-chemins/
http://www.fondapol.org/etude/la-revision-constitutionnelle-de-2008-un-premier-bilan/
http://www.fondapol.org/etude/la-revision-constitutionnelle-de-2008-un-premier-bilan/
http://www.fondapol.org/etude/la-revision-constitutionnelle-de-2008-un-premier-bilan/
http://www.fondapol.org/etude/europe/les-democrates-de-suede-un-vote-anti-immigration/

Les addictions chez les jeunes (14-24 ans)

Fondation pour I'innovation politique, juin 2018, 56 pages

Enquéte réalisée en partenariat avec la Fondation Gabriel Péri et le Fonds
Actions Addictions

Villes et voitures : pour une réconciliation
Jean Coldefy, juin 2018, 60 pages

France : combattre la pauvreté des enfants
Julien Damon, mai 2018, 48 pages

Que pésent les syndicats ?
Dominique Andolfatto, avril 2018, 56 pages

L'élan de la francophonie : pour une ambition frangaise (2)
Benjamin Boutin, mars 2018, 48 pages

L'élan de la francophonie : une communauté de langue et de destin (1]
Benjamin Boutin, mars 2018, 48 pages

L'ltalie aux urnes
Sofia Ventura, février 2018, 44 pages

Lintelligence artificielle : 'expertise partout accessible a tous
Serge Soudoplatoff, février 2018, 60 pages

L’innovation a I'ére du bien commun
Benjamin Boscher, Xavier Pavie, février 2018, 64 pages

Libérer I'islam de I'islamisme
Mohamed Louizi, janvier 2018, 84 pages

Gouverner le religieux dans un état laic
Thierry Rambaud, janvier 2018, 56 pages

Innovation politique 2017 (tome 2)
Fondation pour I'innovation politique, janvier 2018, 492 pages

Innovation politique 2017 (tome 1)
Fondation pour Pinnovation politique, janvier 2018, 468 pages

Une « norme intelligente » au service de la réforme
Victor Fabre, Mathieu Kohmann, Mathieu Luinaud, décembre 2017, 44 pages

Autriche : virage a droite
Patrick Moreau, novembre 2017, 52 pages

Pour repenser le bac, réformons le lycée et I'apprentissage
Faycal Hafied, novembre 2017, 76 pages

0u va la démocratie ?
Sous la direction de Dominique Reynié, Plon, octobre 2017, 320 pages

Violence antisémite en Europe 2005-2015
Johannes Due Enstad, septembre 2017, 48 pages

Pour I'emploi : la subrogation du crédit d’impét des services a la personne
Bruno Despujol, Olivier Peraldi et Dominique Reynié, septembre 2017, 52 pages

Marché du travail : pour la réforme !
Fajcal Hafied, juillet 2017, 64 pages

Le fact-checking : une réponse a la crise de I'information et de la démocratie
Farid Gueham, juillet 2017, 68 pages

Notre-Dame- des-Landes : I'Etat, le droit et la démocratie empéchés
Bruno Hug de Larauze, mai 2017, 56 pages



fondapol | 'innovation politique

46

France : les juifs vus par les musulmans. Entre stéréotypes et méconnaissances
Mehdi Ghouirgate, Iannis Roder et Dominique Schnapper, mai 2017, 44 pages

Dette publique : la mesurer, la réduire
Jean-Marc Daniel, avril 2017, 52 pages

Parfaire le paritarisme par 'indépendance financiére
Julien Damon, avril 2017, 52 pages

Former, de plus en plus, de mieux en mieux. L'enjeu de la formation professionnelle
Olivier Faron, avril 2017, 48 pages

Les troubles du monde, I'islamisme et sa récupération populiste :
I'Europe démocratique menacée
Pierre-Adrien Hanania, AJC, Fondapol, mars 2017, 44 pages

Porno addiction : nouvel enjeu de société

David Reynié, mars 2017, 48 pages

Calais : miroir frangais de la crise migratoire européenne (2]
Jérdme Fourquet et Sylvain Manternach, mars 2017, 72 pages

Calais : miroir frangais de la crise migratoire européenne (1]
Jérdme Fourquet et Sylvain Manternach, mars 2017, 56 pages
L’actif épargne logement

Pierre-Francois Gouiffes, février 2017, 48 pages

Réformer : quel discours pour convaincre ?

Christophe de Voogd, février 2017, 52 pages

De I'assurance maladie a I'assurance santé

Patrick Negaret, février 2017, 48 pages

Hépital : libérer I'innovation

Christophe Marques et Nicolas Bouzou, février 2017, 44 pages
Le Front national face a I'obstacle du second tour

Jérome Jaffré, février 2017, 48 pages

La République des entrepreneurs

Vincent Lorphelin, janvier 2017, 52 pages

Des startups d’Etat a I'Etat plateforme
Pierre Pezziardi et Henri Verdier, janvier 2017, 52 pages

Vers la souveraineté numérique
Farid Gueham, janvier 2017, 44 pages

Repenser notre politique commerciale
Laurence Daziano, janvier 2017, 48 pages

Mesures de la pauvreté, mesures contre la pauvreté
Julien Damon, décembre 2016, 40 pages

L’ Autriche des populistes
Patrick Moreau, novembre 2016, 72 pages

L’Europe face aux défis du pétro-solaire
Albert Bressand, novembre 2016, 52 pages

Le Front national en campagnes. Les agriculteurs et le vote FN
Eddy Fougier et Jérome Fourquet, octobre 2016, 52 pages

Innovation politique 2016
Fondation pour I'innovation politique, PUF, octobre 2016, 758 pages



Le nouveau monde de I'automobile (2] : les promesses de la mobilité électrique
Jean-Pierre Corniou, octobre 2016, 68 pages

Le nouveau monde de I'automobile (1) : 'impasse du moteur @ explosion
Jean-Pierre Corniou, octobre 2016, 48 pages

L'opinion européenne en 2016

Dominique Reynié (dir.), Editions Lignes de Reperes, septembre 2016, 224 pages
L'individu contre I'étatisme. Actualité de la pensée libérale frangaise [xx siécle)
Jéréme Perrier, septembre 2016, 52 pages

L'individu contre I'étatisme. Actualité de la pensée libérale frangaise (xix* siécle]
Jéréme Perrier, septembre 2016, 52 pages

Refonder I'audiovisuel public.

Olivier Babeau, septembre 2016, 48 pages

La concurrence au défi du numérique
Charles-Antoine Schwerer, juillet 2016, 48 pages

Portrait des musulmans d’Europe : unité dans la diversité
Vincent Tournier, juin 2016, 68 pages

Portrait des musulmans de France : une communauté plurielle
Nadia Henni-Moulai, juin 2016, 48 pages

La blockchain, ou la confiance distribuée
Yves Caseau et Serge Soudoplatoff, juin 2016, 48 pages

La gauche radicale : liens, lieux et luttes (2012-2017)
Sylvain Boulouque, mai 2016, 56 pages

Gouverner pour réformer : éléments de méthode
Erwan Le Noan et Matthieu Montjotin, mai 2016, 64 pages

Les zadistes (2] : la tentation de la violence

Eddy Fougier, avril 2016, 44 pages

Les zadistes (1] : un nouvel anticapitalisme

Eddy Fougier, avril 2016, 44 pages

Régionales (2] : les partis, contestés mais pas concurrencés
Jérdome Fourquet et Sylvain Manternach, mars 2016, 52 pages

Régionales (1] : vote FN et attentats
Jérdome Fourquet et Sylvain Manternach, mars 2016, 60 pages

Un droit pour 'innovation et la croissance
Sophie Vermeille, Mathieu Kohmann et Mathieu Luinaud, février 2016, 52 pages

Le lobbying : outil démocratique
Anthony Escurat, février 2016, 44 pages

Valeurs d’islam

Dominique Reynié (dir.), préface par le cheikh Khaled Bentounés, PUF,
janvier 2016, 432 pages

Chiites et sunnites : paix impossible ?
Mathieu Terrier, janvier 2016, 44 pages

Projet d’entreprise : renouveler le capitalisme
Daniel Hurstel, décembre 2015, 44 pages

Le mutualisme : répondre aux défis assurantiels
Arnaud Chneiweiss et Stéphane Tisserand, novembre 2015, 44 pages

L'opinion européenne en 2015
Dominique Reynié (dir.), Editions Lignes de Reperes, novembre 2015, 140 pages

47



fondapol | 'innovation politique

48

La noopolitique : le pouvoir de la connaissance
Idriss J. Aberkane, novembre 2015, 52 pages

Innovation politique 2015
Fondation pour I'innovation politique, PUF, octobre 2015, 576 pages

Good COP21, Bad COP21 (2] : une réflexion a contre-courant
Albert Bressand, octobre 2015, 48 pages

Good COP21, Bad COP21 (1) : le Kant européen et le Machiavel chinois
Albert Bressand, octobre 2015, 48 pages

PME : nouveaux modes de financement
Mohamed Abdesslam et Benjamin Le Pendeven, octobre 2015, 44 pages

Vive 'automobilisme ! (2]. Pourquoi il faut défendre la route
Mathieu Flonneau et Jean-Pierre Orfeuil, octobre 2015, 44 pages

Vive 'automobilisme ! (1]. Les conditions d’une mobilité conviviale
Mathieu Flonneau et Jean-Pierre Orfeuil, octobre 2015, 40 pages

Crise de la conscience arabo-musulmane
Malik Bezouh, septembre 2015, 40 pages

Départementales de mars 2015 (3] : le second tour
Jérome Fourquet et Sylvain Manternach, aolit 2015, 56 pages

Départementales de mars 2015 (2] : le premier tour
Jéréme Fourquet et Sylvain Manternach, aolit 2015, 56 pages

Départementales de mars 2015 (1] : le contexte
Jérdéme Fourquet et Sylvain Manternach, aotit 2015, 44 pages

Enseignement supérieur : les limites de la « mastérisation »
Julien Gonzalez, juillet 2015, 44 pages

Politique économique : I'enjeu franco-allemand
Wolfgang Glomb et Henry d’Arcole, juin 2015, 36 pages

Les lois de la primaire. Celles d’hier, celles de demain.
Francois Bazin, juin 2015, 48 pages

Economie de la connaissance

Idriss J. Aberkane, mai 20135, 48 pages

Lutter contre les vols et cambriolages : une approche économique
Emmanuel Combe et Sébastien Daziano, mai 2015, 56 pages

Unir pour agir : un programme pour la croissance
Alain Madelin, mai 2015, 52 pages

Nouvelle entreprise et valeur humaine
Francis Mer, avril 2015, 32 pages

Les transports et le financement de la mobilité
Yves Crozet, avril 2015, 32 pages
Numérique et mobilité : impacts et synergies
Jean Coldefy, avril 2015, 36 pages

Islam et démocratie : face a la modernité
Mohamed Beddy Ebnou, mars 2015, 40 pages

Islam et démocratie : les fondements
Ahmad Al-Raysuni, mars 2015, 40 pages

Les femmes et I'islam : une vision réformiste
Asma Lamrabet, mars 2015, 48 pages



Education et islam
Mustapha Cherif, mars 2015, 44 pages

Que nous disent les élections législatives partielles depuis 2012 ?
Dominique Reynié, février 2015, 4 pages

Lislam et les valeurs de la République

Saad Khiari, février 2015, 44 pages

Islam et contrat social
Philippe Moulinet, février 2015, 44 pages

Le soufisme : spiritualité et citoyenneté
Bariza Khiari, février 2015, 56 pages

L’humanisme et '’humanité en islam
Ahmed Bouyerdene, février 2015, 56 pages

Eradiquer I'hépatite C en France : quelles stratégies publiques ?
Nicolas Bouzou et Christophe Marques, janvier 2015, 40 pages

Coran, clés de lecture
Tareq Oubrou, janvier 2015, 44 pages

Le pluralisme religieux en islam, ou la conscience de I'altérité
Eric Geoffroy, janvier 20135, 40 pages

Mémoires a venir
Dominique Reynié, janvier 2015, enquéte réalisée en partenariat avec la
Fondation pour la Mémoire de la Shoah, 156 pages

La classe moyenne américaine en voie d’effritement
Julien Damon, décembre 2014, 40 pages

Pour une complémentaire éducation : I'école des classes moyennes
Erwan Le Noan et Dominique Reynié, novembre 2014, 56 pages

L’antisémitisme dans I'opinion publique frangaise. Nouveaux éclairages
Dominique Reynié, novembre 2014, 48 pages

La politique de concurrence : un atout pour notre industrie
Emmanuel Combe, novembre 2014, 48 pages

Européennes 2014 (2] : poussée du FN, recul de 'UMP et vote breton
Jérome Fourquet, octobre 2014, 52 pages

Européennes 2014 (1) : la gauche en miettes
Jérome Fourquet, octobre 2014, 40 pages

Innovation politique 2014

Fondation pour Pinnovation politique, PUF, octobre 2014, 554 pages
Energie-climat : pour une politique efficace

Albert Bressand, septembre 2014, 56 pages

L'urbanisation du monde. Une chance pour la France
Laurence Daziano, juillet 2014, 44 pages

Que peut-on demander a la politiqgue monétaire ?
Pascal Salin, mai 2014, 48 pages

Le changement, c’est tout le temps ! 1514 - 2014
Suzanne Baverez et Jean Sénié, mai 2014, 48 pages

Trop d’émigrés ? Regards sur ceux qui partent de France
Julien Gonzalez, mai 2014, 48 pages

L'opinion européenne en 2014
Dominique Reynié (dir.), Editions Lignes de Reperes, avril 2014, 284 pages
49



fondapol | 'innovation politique

50

Taxer mieux, gagner plus
Robin Rivaton, avril 2014, 52 pages

LEtat innovant [2) : diversifier la haute administration
Kevin Brookes et Benjamin Le Pendeven, mars 2014, 44 pages

L’Etat innovant (1) : renforcer les think tanks
Kevin Brookes et Benjamin Le Pendeven, mars 2014, 52 pages

Pour un new deal fiscal
Gianmarco Monsellato, mars 2014, 8 pages

Faire cesser la mendicité avec enfants
Julien Damon, mars 2014, 44 pages

Le low cost, une révolution économique et démocratique
Emmanuel Combe, février 2014, 52 pages

Un accés équitable aux thérapies contre le cancer
Nicolas Bouzou, février 2014, 52 pages

Réformer le statut des enseignants
Luc Chatel, janvier 2014, 8 pages

Un outil de finance sociale : les social impact bonds
Yan de Kerorguen, décembre 2013, 36 pages

Pour la croissance, la débureaucratisation par la confiance
Pierre Pezziardi, Serge Soudoplatoff et Xavier Quérat-Hément,
novembre 2013, 48 pages

Les valeurs des Franciliens
Guénaélle Gault, octobre 2013, 36 pages

Sortir d’'une gréve étudiante : le cas du Québec
Jean-Patrick Brady et Stéphane Paquin, octobre 2013, 40 pages

Un contrat de travail unique avec indemnités de déPart intégrées
Charles Beigbeder, juillet 2013, 8 pages

L'opinion européenne en 2013
Dominique Reynié (dir.), Editions Lignes de Repéres, juillet 2013, 268 pages

La nouvelle vague des émergents : Bangladesh, Ethiopie, Nigeria, Indonésie,
Vietnam, Mexique
Laurence Daziano, juillet 2013, 40 pages

Transition énergétique européenne : bonnes intentions et mauvais calculs
Albert Bressand, juillet 2013, 44 pages

La démobilité : travailler, vivre autrement
Julien Damon, juin 2013, 44 pages

Le Kapital. Pour rebétir I'industrie
Christian Saint-Etienne et Robin Rivaton, avril 2013, 40 pages

Code éthique de la vie politique et des responsables publics en France
Les Arvernes, Fondation pour innovation politique, avril 2013, 12 pages

Les classes moyennes dans les pays émergents
Julien Damon, avril 2013, 38 pages

Innovation politique 2013
Fondation pour I'innovation politique, PUF, janvier 2013, 652 pages

Relancer notre industrie par les robots (2] : les stratégies
Robin Rivaton, décembre 2012, 40 pages

Relancer notre industrie par les robots (1] : les enjeux
Robin Rivaton, décembre 2012, 52 pages



La compétitivité passe aussi par la fiscalité
Aldo Cardoso, Michel Didier, Bertrand Jacquillat, Dominique Reynié
et Grégoire Sentilhes, décembre 2012, 20 pages

Une autre politique monétaire pour résoudre la crise
Nicolas Goetzmann, décembre 2012, 40 pages

La nouvelle politique fiscale rend-elle I'ISF inconstitutionnel ?
Aldo Cardoso, novembre 2012, 12 pages

Fiscalité : pourquoi et comment un pays sans riches est un pays pauvre...
Bertrand Jacquillat, octobre 2012, 40 pages

Youth and Sustainable Development
Fondapol/Nomadéis/United Nations, juin 2012, 80 pages

La philanthropie. Des entrepreneurs de solidarité
Francis Charhon, mai / juin 2012, 44 pages

Les chiffres de la pauvreté : le sens de la mesure
Julien Damon, mai 2012, 40 pages

Libérer le financement de I'économie
Robin Rivaton, avril 2012, 40 pages

L’épargne au service du logement social
Julie Merle, avril 2012, 40 pages

L'opinion européenne en 2012

Dominique Reynié (dir.), Editions Lignes de Repéres, mars 2012, 210 pages
Valeurs partagées

Dominique Reynié (dir.), PUE, mars 2012, 362 pages

Les droites en Europe

Dominique Reynié (dir.), PUE, février 2012, 552 pages

Innovation politique 2012

Fondation pour I'innovation politique, PUF, janvier 2012, 648 pages

L’école de la liberté : initiative, autonomie et responsabilité
Charles Feuillerade, janvier 2012, 36 pages

Politique énergétique frangaise (2] : les stratégies

Rémy Prud’homme, janvier 2012, 40 pages

Politique énergétique frangaise (1] : les enjeux

Rémy Prud’homme, janvier 2012, 48 pages

Révolution des valeurs et mondialisation
Luc Ferry, janvier 2012, 36 pages

Quel avenir pour la social-démocratie en Europe ?
Sir Stuart Bell, décembre 2011, 36 pages

La régulation professionnelle : des régles non étatiques pour mieux responsabiliser
Jean-Pierre Teyssier, décembre 2011, 36 pages

L’hospitalité : une éthique du soin

Emmanuel Hirsch, décembre 2011, 32 pages

12 idées pour 2012
Fondation pour I'innovation politique, décembre 2011, 110 pages

Les classes moyennes et le logement
Julien Damon, décembre 2011, 40 pages

Réformer la santé : trois propositions
Nicolas Bouzou, novembre 2011, 32 pages

51



Le nouveau Parlement : la révision du 23 juillet 2008
Jean-Félix de Bujadoux, novembre 2011, 40 pages

La responsabilité
Alain-Gérard Slama, novembre 2011, 32 pages

Le vote des classes moyennes

Elisabeth Dupoirier, novembre 2011, 40 pages

La compétitivité par la qualité

Emmanuel Combe et Jean-Louis Mucchielli, octobre 2011, 32 pages

Les classes moyennes et le crédit
Nicolas Pécourt, octobre 2011, 32 pages

Portrait des classes moyennes
Laure Bonneval, Jérome Fourquet et Fabienne Gomant, octobre 2011, 36 pages

Morale, éthique, déontologie
Michel Maffesoli, octobre 2011, 40 pages

Sortir du communisme, changer d’époque
Stéphane Courtois (dir.), PUE, octobre 2011, 672 pages

L’énergie nucléaire aprés Fukushima : incident mineur ou nouvelle donne ?
Malcolm Grimston, septembre 2011, 16 pages

La jeunesse dumonde

Dominique Reynié (dir.), Editions Lignes de Repéres, septembre 2011, 132 pages
Pouvoir d’achat : une politique

Emmanuel Combe, septembre 2011, 52 pages

La liberté religieuse
Henri Madelin, septembre 2011, 36 pages

Réduire notre dette publique
Jean-Marc Daniel, septembre 2011, 40 pages

fondapol | 'innovation politique

Ecologie et libéralisme
Corine Pelluchon, aott 2011, 40 pages

Valoriser les monuments historiques : de nouvelles stratégies
Wladimir Mitrofanoff et Christiane Schmuckle-Mollard, juillet 2011, 28 pages

Contester les technosciences : leurs raisons
Eddy Fougier, juillet 2011, 40 pages

Contester les technosciences : leurs réseaux
Sylvain Boulouque, juillet 2011, 36 pages

La fraternité
Paul Thibaud, juin 2011, 36 pages

La transformation numérique au service de la croissance
Jean-Pierre Corniou, juin 2011, 52 pages

L’engagement
Dominique Schnapper, juin 2011, 32 pages

Liberté, Egalité, Fraternité
André Glucksmann, mai 2011, 36 pages

Quelle industrie pour la défense frangaise ?
Guillaume Lagane, mai 2011, 26 pages

La religion dans les affaires : la responsabilité sociale de I'entreprise
Aurélien Acquier, Jean-Pascal Gond et Jacques Igalens, mai 2011, 44 pages

52



La religion dans les affaires : la finance islamique
Lila Guermas-Sayegh, mai 2011, 36 pages

0u en est la droite ? L'Allemagne
Patrick Moreau, avril 2011, 56 pages

0u en est la droite ? La Slovaquie
Etienne Boisserie, avril 2011, 40 pages

Qui détient la dette publique ?
Guillaume Leroy, avril 2011, 36 pages

Le principe de précaution dans le monde
Nicolas de Sadeleer, mars 2011, 36 pages

Comprendre le Tea Party
Henri Hude, mars 2011, 40 pages

0d en est la droite ? Les Pays-Bas
Niek Pas, mars 2011, 36 pages

Productivité agricole et qualité des eaux
Gérard Morice, mars 2011, 44 pages

L’Eau : du volume a la valeur
Jean-Louis Chaussade, mars 2011, 32 pages

Eau : comment traiter les micropolluants ?
Philippe Hartemann, mars 2011, 38 pages

Eau : défis mondiaux, perspectives frangaises
Gérard Payen, mars 2011, 62 pages

Lirrigation pour une agriculture durable
Jean-Paul Renoux, mars 2011, 42 pages

Gestion de I'eau : vers de nouveaux modéles
Antoine Frérot, mars 2011, 32 pages

0u en est la droite ? L'Autriche
Patrick Moreau, février 2011, 42 pages

La participation au service de 'emploi et du pouvoir d’achat
Jacques Perche et Antoine Pertinax, février 2011, 32 pages

Le tandem franco-allemand face a la crise de I'euro
Wolfgang Glomb, février 2011, 38 pages

2011, la jeunesse du monde
Dominique Reynié (dir.), janvier 2011, 88 pages

L'opinion européenne en 2011
Dominique Reynié (dir.), Edition Lignes de Repeéres, janvier 2011, 254 pages

Administration 2.0
Thierry Weibel, janvier 2011, 48 pages

0d en est la droite ? La Bulgarie
Antony Todorov, décembre 2010, 32 pages

Le retour du tirage au sort en politique
Gil Delannoi, décembre 2010, 38 pages

La compétence morale du peuple
Raymond Boudon, novembre 2010, 30 pages

L’Académie au pays du capital
Bernard Belloc et Pierre-Frangois Mourier, PUE, novembre 2010, 222 pages

53



Pour une nouvelle politique agricole commune
Bernard Bachelier, novembre 2010, 30 pages

Sécurité alimentaire : un enjeu global
Bernard Bachelier, novembre 2010, 30 pages

Les vertus cachées du low cost aérien
Emmanuel Combe, novembre 2010, 40 pages

Innovation politique 2011
Fondation pour I'innovation politique, PUF, novembre 2010, 676 pages

Défense : surmonter I'impasse budgétaire
Guillaume Lagane, octobre 2010, 34 pages

0u en est la droite ? L’Espagne
Joan Marcet, octobre 2010, 34 pages

Les vertus de la concurrence
David Sraer, septembre 2010, 44 pages

Internet, politique et coproduction citoyenne
Robin Berjon, septembre 2010, 32 pages

0d en est la droite ? La Pologne
Dominika Tomaszewska-Mortimer, aolt 2010, 42 pages

0u en est la droite ? La Suéde et le Danemark
Jacob Christensen, juillet 2010, 44 pages

Quel policier dans notre société ?
Mathieu Zagrodzki, juillet 2010, 28 pages

0d en est la droite ? L'ltalie
Sofia Ventura, juillet 2010, 36 pages

Crise bancaire, dette publique : une vue allemande
Wolfgang Glomb, juillet 2010, 28 pages

Dette publique, inquiétude publique

Jérome Fourquet, juin 2010, 32 pages

fondapol | 'innovation politique

Une régulation bancaire pour une croissance durable
Nathalie Janson, juin 2010, 36 pages

Quatre propositions pour rénover notre modéle agricole
Pascal Perri, mai 2010, 32 pages

Régionales 2010 : que sont les électeurs devenus ?
Pascal Perrineau, mai 2010, 56 pages

L'opinion européenne en 2010
Dominique Reynié (dir.), Editions Lignes de Repéres, mai 2010, 245 pages

Pays-Bas : la tentation populiste
Christophe de Voogd, mai 2010, 43 pages

Quatre idées pour renforcer le pouvoir d’achat
Pascal Perri, avril 2010, 30 pages

0u en est la droite ? La Grande-Bretagne
David Hanley, avril 2010, 34 pages

Renforcer le réle économique des régions
Nicolas Bouzou, mars 2010, 30 pages

Réduire la dette grace a la Constitution
Jacques Delpla, février 2010, 54 pages

54



Stratégie pour une réduction de la dette publique frangaise
Nicolas Bouzou, février 2010, 30 pages

Iran : une révolution civile ?
Nader Vahabi, novembre 2009, 19 pages

00 va la politique de I'église catholique ? D’une querelle du libéralisme a I'autre
Emile Perreau-Saussine, octobre 2009, 26 pages

Agir pour la croissance verte
Valéry Morron et Déborah Sanchez, octobre 2009, 11 pages

L’économie allemande a la veille des Iégislatives de 2009
Nicolas Bouzou et Jérome Duval-Hamel, septembre 2009, 10 pages

Elections européennes 2009 : analyse des résultats en Eurape et en France
Corinne Deloy, Dominique Reynié et Pascal Perrineau, septembre 2009,
32 pages

Retour sur I'alliance soviéto-nazie, 70 ans aprés
Stéphane Courtois, juillet 2009, 16 pages

L’Etat administratif et le libéralisme. Une histoire frangaise
Lucien Jaume, juin 2009, 12 pages

La politique européenne de développement :
une réponse a la crise de la mondialisation ?
Jean-Michel Debrat, juin 2009, 12 pages

La protestation contre la réforme du statut des enseignants-chercheurs :
défense du statut, illustration du statu quo.

Suivi d’une discussion entre I"auteur et Bruno Bensasson

David Bonneau, mai 2009, 20 pages

La lutte contre les discriminations liées d I'dge en matiére d’emploi
Elise Muir (dir.), mai 2009, 64 pages

Quatre propositions pour que I'Europe ne tombe pas dans le protectionnisme
Nicolas Bouzou, mars 2009, 12 pages

Aprés le 29 janvier : la fonction publique contre la société civile ?

Une question de justice sociale et un probléme démocratique

Dominique Reynié, mars 2009, 22 pages

La réforme de I'enseignement supérieur en Australie

Zoe McKenzie, mars 2009, 74 pages

Les réformes face au conflit social

Dominique Reynié, janvier 2009, 14 pages

L'opinion européenne en 2009

Dominique Reynié (dir.), Editions Lignes de Repéres, mars 2009, 237 pages

Travailler le dimanche : qu’en pensent ceux qui travaillent le dimanche ?
Sondage, analyse, éléments pour le débat
Dominique Reynié, janvier 2009, 18 pages

Stratégie européenne pour la croissance verte
Elvire Fabry et Damien Tresallet (dir.), novembre 2008, 124 pages

Défense, immigration, énergie : regards croisés franco-allemands
sur trois priorités de la présidence frangaise de 'UE
Elvire Fabry, octobre 2008, 35 pages

Find our current events and publications on fondapol.org



THE FONDATION
POUR LINNOVATION POLITIQUE
NEEDS YOUR SUPPORT

To reinforce its independence and carry out its mission, the Fondation
pour Pinnovation politque, an independent organization, needs the
support of private companies and individuals. Donors are invited
to attend the annual general meeting that defines the Fondation
orientations. The Fondation also invites them regularly to meet its staff
and advisors, to talk about its publication before they are released, and
to attend events it organizes.
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WHOEVER PAYS OFF THEIR DEBT GETS RICH
By Christian PFISTER and Natacha VALLA

Questions about the usefulness of repaying one’s debts have recently multiplied
in public debates. This study shows that paying off one’s debts actually allows
us to avoid significant costs down the road. It opens with an observation: in
France, between 2009 and 2019, both the private and public sectors have
become more indebted. Although the situation has not become serious, our
country is nevertheless an exception among the major developed economies. The
study then explores the outlook. An increase in debt-to-GDP (gross domestic
product) ratios is occurring in 2020, particularly for public administrations.
With the exception of some emerging economies, however, the likelihood that
governments will not be able to access markets remains generally low.
Nevertheless, there have been calls to alleviate the debt burden through various
subterfuges, often involving the central bank. This is a dangerous illusion.
Rather than engaging in a game of sorcerer’s apprentice, it would seem more
reasonable, where public debt has reached very high levels, to control it through
traditional adjustment mechanisms.

Private agents will have to adapt their asset management to the changing context.
In the wake of the health crisis, access to bank credit can be expected to become
more difficult for businesses and households. Beyond this, two contrasting
scenarios are envisaged. The first, which is based on the implementation of
adjustment policies in the most indebted countries coupled with structural
reforms, leads to a preference for shares. In the second scenario, with inflation
at the level of the 1950s and 1970s, recourse to debt benefits the wealthy.
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