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France: employment falls less than
expected
The decline in employment remained moderate in France in the fourth
quarter, despite the lockdown. This is good news, which unfortunately
does not erase the worsened outlook for the labour market in 2021
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Good news
Good news in a bad number. In these complicated economic times, when there is a lack of
superlatives to describe the exceptional extent of the shock we are experiencing, some data may
surprise positively despite a negative figure. This was the case last week for French GDP, which had
decreased by "only" 1.3% quarter-on-quarter in the fourth quarter of 2020, against an anticipated
decline of 4%.

It is also the case with the employment figures for the fourth quarter published this morning. Over
the fourth quarter, employment in France fell by "only" 0.2% compared to the previous quarter.
This fall is much smaller than the declines observed during the first half of 2020 (-2.5% QoQ in
1Q and -0.8% QoQ in 2Q). And the slight drop in 4Q does not erase the strong rebound observed in
3Q. In the last quarter of 2020, 39,600 private jobs were lost in France, following the strong
creation of 312,400 jobs in the third quarter. This less unfavourable than expected development is
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attributed to interim employment, which continued its dynamic recovery, agriculture and
construction. Despite the lockdown in place in November, these three sub-sectors created jobs in
the fourth quarter.

The economic shock of the coronavirus has led the French private sector to erase 360,500 jobs over
the year 2020, a 1.8% drop in total private employment over one year. This is much less than the
600,000 job losses that INSEE predicted in mid-December. Compared to the extent of the decline in
GDP (-8.3% over the year), this data shows remarkable stability of employment in 2020. This can
obviously be explained by the employment support measures that have been taken during the
crisis, notably the short-time working scheme. According to the statistical office, DARES, 3.1 million
employees were on short-time work in November and 2.4 million in December (compared to 8.4
million during the peak in April). Also, quite remarkably, some sectors have even created jobs
during 2020. Private employment in the construction sector has increased by 1.4% compared to
before the crisis.

What’s next?
Despite this good news, the prospects for employment are not very bright for the future. As long
as the health crisis persists and health restrictions are imposed, the short-time working scheme
will be maintained, supporting the labour market and strongly limiting job losses.

However, once the economic recovery begins, the gradual disappearance of support schemes will
inexorably lead to a reduction in salaried employment. It is therefore when the economic situation
improves that the labour market is likely to suffer a setback. The extent of it will depend on the
way in which the support schemes, including short-time working but also state-guaranteed loans
and solidarity funds, are gradually phased out. Abandoning these schemes as gently as possible
for the labour market, while taking care not to artificially maintain for too long jobs that have no
chance of continuing after the end of the health crisis, is one of the main challenges facing the
authorities for 2021, not only in France but also in Europe as a whole.

We believe that the consequences of the health crisis will lead employment in France to
deteriorate in 2021 compared to 2020. For employment, 2021 could therefore be more difficult
than 2020. We then forecast an improvement for 2022 thanks to the economic recovery.  A return
to the level of employment that prevailed before the crisis is not envisaged before the end of 2023.
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