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EDITORIAL

T

he fight against the Covid-19 pandemic

At the Institut Louis Bachelier, our contribution to the recovery

continues and is unfortunately not yet

is through academic research. We are working alongside the

won. The latest available figures show

public authorities and businesses to provide science-based

a death toll of nearly 1.2 million people

recommendations and expertise. This latest issue of the

for more than 41 million cases world-

Cahiers Louis Bachelier, focusing on the situation in France,

wide. In Europe, especially France, the situation is no better,

contains top-level academic recommendations to feed and

with the much feared second wave now having an impact,

guide public debate. In the first interview, Brigitte Dormont,

after the heavy toll in the spring of this year.

an economist specialising in health, gives her opinion on
the management of the health crisis and her thoughts on

Faced with this situation, which is both unprecedented and

how to improve the health system. In the second interview,

difficult to manage, new restrictions are being imposed in

Pierre Cahuc, a labour market expert, analyses the labour

France and neighbouring countries. We can only hope that

market support measures introduced by the government.

these measures, which are binding on the population, are

The third contribution is based on new work from the Digital

effective and reduce the transmission of the virus. However,

Finance Chair, co-directed by Marianne Verdier and David

their economic consequences are becoming apparent, given

Bounie, which has collaborated with the Conseil d’Analyse

that 2020 has already been declared to be the worst recession

Economique to study consumption and savings trends since

since the Second Word War.

lockdown, using banking data. The final article is based on
recent work by Guy Meunier, associate researcher at the

To reverse this negative trend and move forward, the European

Energy & Prosperity Chair, who has conducted a survey to

authorities have agreed on a common recovery plan. While

measure people’s motivations for limiting the spread of the

this decision is, of course, a step in the right direction for com-

virus. This work enabled a parallel to be drawn with the beha-

batting the crisis and fostering more robust European integra-

vioural biases that need to be taken account of in environmen-

tion, the funding will only be released next year at best. In the

tal policies.

meantime, European nations must organise themselves and
resist the second wave as best they can. In France, this is

Enjoy your reading!

reflected in particular by support measures for businesses, so
that they can withstand this unprecedented shock.

Jean-Michel Beacco,
Delegate General
of the Institut Louis Bachelier
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THE HEALTH SYSTEM:
“ONE OF THE MAIN
SHORTCOMINGS IS IN TERMS
OF ORGANISATION”
The health crisis caused by the Covid-19 epidemic has highlighted the weaknesses
of the French health system. Among its shortcomings are organisational complexity, insufficient
resources and staff in hospitals, and regional inequalities. These organisational problems
coincide with expenditure on health of more than 11% of GDP, with patients contributing
only 7%, the lowest rate in the countries of the Organisation for Economic Cooperation
and Development (OECD). In the following interview with the Institut Louis Bachelier (ILB),
health economist Brigitte Dormont (see biography) shares her views and recommendations
regarding this situation.

ILB: T he French health system was very
much under pressure during the first
months of the Covid-19 pandemic, but
still coped despite obvious shortages of
financial, human and material resources.
What is your analysis on how this situation
was managed?
Brigitte Dormont: W
 e need hindsight for a

importance of masks for protecting the popu-

relevant assessment, especially as we are ente-

ambulatory care were initially neglected. At the

ring the second wave of the epidemic. It seems

beginning of the crisis, the Directorate General

that we managed to avoid resorting to a drastic

of Health was in charge and instructed people

wholesale triage of patients in hospital emer-

to call the 15 emergency number. But the call

gency rooms, which was observed locally in

centre handling 15 calls is not designed to

some neighbouring countries at the beginning

answer calls from everyone with symptoms or

of the epidemic. Nevertheless, France was not

concerns. The 15 system soon became over-

fully up to the task, for a number of reasons.

loaded, which may have led truly urgent cases

Firstly, triage did in fact take place on occasion,

being missed. Finally, the inability to carry out

with the refusal to admit elderly people from

a sufficient number of tests at the beginning

nursing homes to hospital emergency depart-

of the epidemic – as is still the case, despite

ments. There was also the rapid rise in infec-

their increased availability – was a problem in

tions among residents of retirement homes, in a

containing the spread of the virus. By way of

context where masks for staff were unavailable,

comparison, Germany did not experience the

leading to their dehumanising confinement.

same difficulties, as from the outset it involved

All this raises numerous concerns about the

ambulatory care in the response and used labo-

ethical choices that were made. Secondly, the

ratories to conduct large-scale tests.

lation and avoiding economically damaging
lockdown. France was not sufficiently equipped in this regard, for reasons of administrative
disorganisation in a climate of across-the-board
budgetary cutbacks in which penny-pinching
economies are systematically made. Thirdly,
it is striking to note that primary care and

lack of protective clothing, particularly masks,

to the administration in view of various reports

What are your observations on giving up on
medical care during this crisis?
BD: D
 emand for care fell considerably

concerning the risk of a pandemic and the

in the first half of the year, especially for

for healthcare workers was unacceptable, as
the need for a large stock of masks was known
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Brigitte Dormont is Professor of Economics at the Université Paris Dauphine-PSL and
Director of the Laboratory of Economics and Management of Health Organisations (LEDa-LEGOS).
She also holds the Dauphine Health Chair at the Institut Louis Bachelier and is co-director of the
Public Economy and Redistribution Programme (CEPREMAP). Her research topics include health
care provision, the income of self-employed doctors, the regulation of health care provision,
hospital pricing and competition in health insurance.

chronic illnesses. While hospitals and emergency departments were flooded with new
Covid cases, consultations by general practitioners fell by 30% and those by specialists by
60%, even if remote consultations are included
in these figures. Another worrying finding,
which still needs to be interpreted, is the obser-

In a way, austerity in the hospital
system can be seen as a consequence
of the uncontrolled spending for
ambulatory care.

ved drop in emergency room visits of 40% for
coronary heart disease and 30% for strokes!

What is the situation regarding inequalities?
BD: U
 sing data collected under the Covid-19

on a principle of equity with a guarantee of

with preventive measures, as we know that

Do French hospitals have sufficient
resources to cope with the coming second
wave of the epidemic?
BD: I would say not, because the mecha-

there are differences in exposure to Covid-19

nisms for deprogramming elective surgeries are

to the Social health insurance (called Sécurité

by commune and department. In addition to

already in place in many cities. We’re back to the

sociale) budget. This high level of solidarity,

healthcare staff, the people most exposed are

situation of the first wave, when a lot of care not

which can be measured by the share of the

most often women with low qualifications and

linked to Covid-19 was stopped. We are ente-

public contribution in health expenditure,

low incomes who are unable to work remotely

ring the second wave under worrying conditions,

is however no greater than in many of our

like upper management.

with the failure of the test, trace and isolation

European neighbours.

strategies. Even though the intensive care bed

Returning to the initial question, one of the main

The Ségur de la Santé introduced an
increase in the pay of hospital healthcare
staff. is this enough to restore the
attractiveness of these professions?
BD: T he financial effort made to increase the

capacity has in principle increased, the number

shortcomings is the separate management of

of staff available has not risen and the many field

hospital care and ambulatory care. On the one

workers say that it will not be possible to have

hand, the Ministry of Health and the Directorate

more beds due to a lack of staff. Added to this is

General of Health regulate hospitals, while on

the fact that the whole of France is now affected,

the other, the CNAM (Social Health Insurance

salaries of hospital nursing staff was neces-

and this will prevent the transfer of patients, a

Fund) monitors ambulatory care. This dichot-

sary, but the attractiveness of these profes-

system that worked well during the first wave.

omy, which was particularly apparent during the

Barometer initiative, we analysed inequalities
in the constraints experienced in complying

equal access to care according to each person’s needs. Funding is based on a high level
of solidarity, through compulsory contributions

first wave when ambulatory care provision was

sions is not just a question of remuneration.

set aside, exists in the organization of payments

in staffing, resulting in working patterns that

More generally, what are the structural
shortcomings of our health system, which
has long been considered the best in the
world?
BD: T he study you refer to comes from the

raise problems for the safety of patients. For

World Health Organization (WHO) and dates

gets: one for hospital expenditure and the other

several years, it has been hard to recruit hospi-

from the year 2000. It was widely taken up and

for ambulatory care. On the one hand, hospital

tal staff in certain areas, including nursing. An

exploited in France by politicians and stakehol-

expenditure is fully controlled, because it is the

emblematic case was that of paediatric beds in

ders, who made use of this flattering assess-

Ministry that allocates the funding, using a float-

the Île-de-France region last year, well before

ment to prevent any change in anything. But it

ing point mechanism that means that the rates

the Covid crisis, 25% of which were unavailable

was clear to all serious experts that the metho-

for treatment decrease if hospital admissions

due to a lack of staff for the provision of care.

dology of the study was open to criticism and

rise more during the year than was foreseen

As a result, mothers and their babies had to be

that the conclusion was largely unwarranted.

in the ONDAM calculation. In this way, hospi-

transferred by ambulance to outlying hospitals

Leaving aside scores and rankings, which are

tal budgets cannot be exceeded. On the other

– which was both inefficient and inconvenient

all that the media are interested in, it should be

hand, it is impossible to control expenditure in

for patients.

remembered that our health system is based

ambulatory care so easily, as it involves ex-post ➜

Operating conditions have deteriorated considerably as a result of the budgetary austerity measures implemented over a number of
years. These measures have led to economies

and funding. Without going into too much
detail, every year the French parliament adopts
the national health insurance expenditure target
(ONDAM), which is broken down into two bud-
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reimbursement, both for consultations and for

of contributions lost for social security due to

drugs, goods and services, that have defined

the massive shutdown of activity and measures

and non-floating rates. And we have seen that

to support the economy with numerous social

over the last five or six years, there has been an

security contribution exemption schemes,

overrun of the ambulatory care ONDAM, which

which are weighing on revenue. The measures

has been financed by the reserves of the hos-

to support the economy are a step in the right

pital ONDAM. In a way, austerity in the hospital

direction, but they are leading to considerable

system can be seen as a consequence from the

shortfalls for social security funding. However,

uncontrolled spending in ambulatory care.

the text of the PLFSS is rather worrying, as it
stresses the need to “restore the financial sus-

How can these shortcomings be remedied?
And what are the main measures that need
to be introduced?
BD: W
 e need to get away from the separate

tainability of social security, which has been

organization of hospital and ambulatory care. In

reducing health expenditure. To ensure politi-

other words, the hospital ONDAM, the ambula-

cal transparency in the analysis of the deficit,

tory care ONDAM and the ONDAM for nursing

it is essential today to distinguish the cyclical

homes should be merged, and the resources

from the structural, and to differentiate between

allocated to local bodies. These could be the

what results from expenditure to support eco-

Regional Health Agencies, though the existing

nomic activity and what is involved in managing

regions may be too large. So it would probably

the system. In the case of health, a distinction

need to be at an infra-regional level. These

should also be made between expenditure

bodies would be responsible for organising care

due to the epidemic crisis and more structu-

provision in a given territory and would simul-

ral expenditure linked to the operation of our

taneously coordinate hospital care, ambulatory

healthcare system.

strongly affected by the crisis”, while ruling out
increases in taxes or social security contributions, this will only be possible by drastically

care and nursing homes. For each citizen they

needs. For the entire population whose care

To conclude, what research are you going to
be working on next?
BD: I have several studies underway on health-

they would manage, they would therefore have

care provision behaviour by private practi-

a budget corresponding to all of these alloca-

tioners. One of these evaluates the impact

tions and would be responsible for organising

of the first payment for performance (P4P)

care with respect to ambulatory care, hospitals

introduced in France for doctors, and another

and nursing homes

examines the reception by private practitioners

are responsible for, they would receive a budget
allocation corresponding to their projected care

and dentists of low-income people, for who

How can the financing of our health system
be made sustainable?
BD: T he recently unveiled Social Security

they are not allowed to charge balance billing.

Financing Bill (PLFSS) expects a deficit of

on individuals’ risk aversion time preference.

nearly €45 billion in 2020. This deficit is

We use data from the Covid Barometer to exa-

mainly the result of a loss of revenue for Social

mine whether exposure to a risk shock can

Security: there is 10 billion euros of expenditure

change their psychological traits. l

linked to Covid-19, but above all 27 billion euros
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I am also working with fellow psychologists on
the impact of the emergence of the epidemic

VISIT
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“THE DETERMINATION
OF THE AUTHORITIES
HAS BEEN VERY IMPORTANT
IN LIMITING THE IMPACT
ON THE LABOUR MARKET”
Despite a welcome decrease in unemployment in France in recent years, the coronavirus
pandemic has seriously impacted the French labour market, which in any case is facing
long-term structural problems. In April, under full lockdown, nearly 8.6 million French employees
were working short-time. While this figure declined in the following months as the economy
gradually recovered, the situation is still extremely difficult and is one of the government’s priority
areas, as is evident from the substantial amounts allocated to employment announced in the
government’s stimulus plan in early September. Pierre Cahuc, co-holder of the Chair in Securing
Career Paths (see biography), provides his analysis in this interview for the Institut Louis
Bachelier (ILB).

ILB: I n view of the crisis that France is
going through, what are your observations
on the employment situation here, given
that this is a structural problem?
Pierre Cahuc:Like everywhere else in the

is much smaller compared to the job losses

world, France has experienced a massive

compared to 3.5 per cent before the pandemic.

that might have occurred without the short-time
working measures. By way of comparison, the
United States saw a surge in its unemployment
rate, which peaked at 14.7 per cent in April,

shock. INSEE expects 700,000 jobs to be lost

found to varying degrees in all the countries of

Short-time working was extended for
several months. What are the possible
risks?
PC: The pandemic appears to be very virulent,

the Organisation for Economic Co-operation and

creating a great deal of economic uncertainty.

Development (OECD).

In some sectors, such as culture and the hospi-

in the commercial sector between now and the
end of the year out of a total in France of some
16 million. This exceptionally serious situation is

tality industry, short-time working is being main-

Partial employment measures have
made it possible to limit the increase in
unemployment following lockdown. What is
your analysis of the situation?
PC: The determination of the authorities has

tained at very high rates, while in other sectors it

been very important in limiting the impact on the

they may not be able to cover all of their costs.

labour market. While many OECD countries have

This situation may become very problematic for

introduced short-time working measures, France

the survival prospects of companies and there-

is in the upper range of the most generous coun-

fore for employment.

has gradually decreased, though still remaining
significant. Businesses may be able to hold on
for a few months with short-time working, but
faced with the current high level of uncertainty,

tries in terms of support. While enrolment in Pôle
Emploi rose sharply, with almost 280,000 more
unemployed (categories A and B combined)
between July 2019 and July 2020, the increase
8 I LES CAHIERS LOUIS BACHELIER I OCTOBER 2020

In your opinion, short-time working is too
broad and not sufficiently targeted. Why is
that?

Pierre Cahuc is Professor of Economics at Sciences Po Paris and co-directs the Chair in
Securing Career Paths. He is a Fellow of IZA (Bonn), where he directs the “Labor Market and
Institutions” research axis and a Fellow of CEPR (London). He was a member of the Conseil
d’analyse économique from 2006 to 2010 and from 2012 to 2016. He is co-editor of the IZA
Journal of Labor Economics, Senior Editor of Economic Policy and member of the editorial boards
of several scientific journals. Pierre Cahuc has published numerous books and papers in the fields
of labour economics and macroeconomics. He is also a columnist for Les Echos and Challenges.

PC: S hort-time working covers a wide range
of wage levels, from the SMIC to 4.5 times the
SMIC, i.e. 95% of employees. However, the better paid categories, generally senior managers,
can more easily resort to working from home.

Businesses may be able to hold
on for a few months with short-time
working, but faced with the current
high level of uncertainty, they may
not be able to cover all of their costs.

From this standpoint, this extended short-time
working scheme is not redistributive and may
lead to optimisation behaviour on the part of
some companies. Compared to other countries,
France is much more generous. In Germany,

is therefore considerable. In addition, in times

per quarter for hiring someone under the age

short-time working is capped at 2,800 euros, a

of recession, training benefits from a lower

of 26, which is favourable to the demand for

much lower figure than France. A more targe-

opportunity cost, because there are fewer jobs

labour on the part of companies. However,

ted system could have been devised and thus

available. It is therefore appropriate to invest

there is a significant threshold effect linked to

redirect funds to other categories such as the

heavily in training during recessions. However,

age to be eligible for this scheme. These hiring

self-employed, which have much lower levels

it is in the implementation of training that limi-

bonuses could have been extended to low wage

of protection compared to employees on per-

tations may be found, particularly in terms of

earners and not only to young people, since

manent contracts, especially high wage ear-

the capacity to support the people to be trained.

these measures are very effective in times of

ners. This said, the main objective has been to

All the more so as the vocational training sec-

recession. Thus, in 2009, the zero-charge

safeguard jobs, so short-time working has been

tor is undergoing reorganisation as a result of

scheme was evaluated: it worked well and at

appropriate.

the reforms of recent years, particularly in the

almost no cost to the community. Finally, there

personal training account (compte personnel

is a need for vigilance with regard to the 60,000

Nevertheless, INSEE expects a significant
rise in the unemployment rate to 9.5% by
the end of the year...
PC: It’s very difficult to forecast, because we

de formation - CPF). A recent report by the

assisted contracts in the non-market sector pro-

Court of Auditors concluded that this reform

vided for young people without qualifications,

was praiseworthy in terms of its objectives, but

who are neither in employment nor in training.

that it would take a long time and be difficult to

If these contracts are not accompanied by cer-

don’t have enough feedback regarding this

implement. In this context, it is essential to be

tified training, they will not improve the inte-

type of major shock. We have never really expe-

able to evaluate which measures are effective

gration of these young people into the labour

rienced it before. But yes, the unemployment

and which ineffective, to monitor and to react to

market, according to several studies carried out

rate may well start to rise again and approach

expenditure, and to redirect certain resources

by the Chair for Securing Career Paths.

10%, especially with the current uncertainties

when necessary.

surrounding the development of the pandemic.

plan, introduced for the period 2018-2022. The

Also in the recovery plan, the substantial
sum of €6.5 billion, through aid for
recruitment and work-study programmes,
is earmarked for the employment of people
under the age of 26, many of whom are
entering the labour market. Is this a good
solution, given that France is poorly placed
to integrate young people compared to
other developed countries?
PC: This pragmatic plan provides for significant

order of magnitude decided by the government

reductions in social security charges of €1,000

In the 100 billion euro recovery plan
announced by the government at the
beginning of September, 15 billion is
earmarked for employment and training.
Will this be sufficient?
PC: Yes, €15 billion is a substantial amount,
and it will be spread over two years. This figure
is comparable to that of the skills investment

Isn’t there a risk of windfall effects with
companies that were already considering
recruitment?
PC: W
 indfall effects are always a possibility
and are difficult to circumvent. Nevertheless,
time-limited hiring incentives constitute a measure from which the windfall effects are smaller.
Support of this kind only concerns newcomers
to a company and not existing employees.
Moreover, its one-year duration is fairly short
and it is quite possible that the economy will still
be in recession after this period.

➜
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The anti-dismissal shield provides for longterm short-time working. What do you think
of this system?
PC: T his scheme is costly and poorly targeted

Time-limited hiring incentives
constitute a measure from
which the windfall effects are smaller.

at low-wage earners, as is the case with more
general short-time working. It may nevertheless
be worthwhile for supporting companies that
can keep their workforce in sectors that have
suffered substantial temporary shocks, such
as aeronautics and even the catering industry.
Nevertheless, caution will be needed to ensure
that the funds are not used to finance early reti-

could be introduced to avoid or at least reduce

is still problematic. Although the amount of

rement or unviable businesses. This is the main

this pro-cyclicality.

compensation has fallen on average, the rates

problem with this measure, which should not

As regards retraining plans, the exceptional

of appeal have not decreased, according to

be made permanent. We should also remem-

period in which we are living justifies their intro-

the report of the Committee for the Evaluation

ber that business failures are an integral part

duction. However, the existing mechanisms,

of Labour Orders (Comité d’Evaluation des

of the economic cycle and that every year 10%

such as the monitoring of professional transi-

Ordonnances Travail), dated last July. There

of businesses cease trading. And it is mainly

tions, have been little or not at all evaluated.

is an urgent need to put in place measures to

young companies that fuel net job creation and

As a result, it is difficult to know precisely what

mitigate the dichotomy in labour market, which

growth.

works and what does not. And this structural

puts a large proportion of the population in a

evaluation gap needs to be remedied by more

precarious position.

To complement the above measures, the
government has announced an increase
in Pôle Emploi staffing in order to support
the unemployed and the implementation of
retraining plans. Is this relevant given that
similar measures have already been used in
the past?
PC: R
 egistrations with Pôle Emploi have cer-

research.

In conclusion, what work is your Chair
currently engaged in as a priority?
PC: We have several projects underway on

tainly increased. In response to this, fixed-

More generally, you feel that the labour
market is unfair and too favourable to
people on permanent contracts (insiders),
compared to those on temporary and
fixed-term contracts (outsiders). Which
regulations need to be reviewed? And why?
PC: T his dichotomy between permanent

term contract recruitment and increasing Pôle

contracts and fixed-term or temporary contracts

advisors will be able to monitor students dur-

Emploi›s resources make sense in times of cri-

has been noted for a long time and is even

ing their schooling with a view to providing them

sis such as this. All the more so as the number

more pronounced during periods of recession.

with training and job offers when they complete

of unemployed per advisor was already very

The inequalities between the two statuses are

their studies. By getting to know students and

high before the pandemic. But above all it is the

substantial, with fixed-term contracts applying

local companies, the advisors can find the

pro-cyclical funding of Pôle Emploi that needs

more to young people, the least qualified and

right match between candidate profiles and

to be reviewed: two thirds of its budget comes

immigrants. Moreover, the rate of conversion

job offers. We believe that this type of system,

from contributions from UNEDIC and one third

from fixed-term to permanent contracts is very

which exists in Japan in particular, can be effec-

from the state. In times of recession, UNEDIC’s

low. These observations argue for a limitation

tive, as has been shown by studies carried out

contributions decrease, which affects Pôle

of the differences between these two statuses.

by the Chair in recent years on apprenticeships

Emploi’s resources. In the long term, funding

Even though the reforms of 2015 and 2017

and companies supported by Pôle Emploi in

emanating directly from the budget legislation

regulated redundancy payments, the situation

their recruitment. l
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the training of jobseekers and support for them
in their search. We are also going to carry out
a large-scale experimental project on Pôle
Emploi’s support for young people in vocational
secondary schools. The idea is that Pôle Emploi

HOW HAVE CONSUMERS
BEHAVED SINCE LOCKDOWN?
The coronavirus pandemic has led to an economic crisis unprecedented in the modern era.
To assess the impact on consumer spending in France, researchers from the Digital Finance
Chair and the Conseil d’analyse économique conducted an original study using bank data.

E

conomic activity, particularly physical commerce, was particularly
constrained during the lockdown

between 17 March and 11 May. Household
consumption – which accounts for more than
half of France’s GDP – suffered a double-digit
fall. While this substantial decline put a damper on the country’s growth forecasts, with GDP

Since the end of September
consumption has slowed
and the shortfall accumulated
during lockdown has not been
made up.

expected to fall by around 10% in 2020, the
strength of the rebound after lockdown provides grounds for hope of mitigating this negative trajectory. However, in order to be able to

Based on
Consumption
Dynamics in the
COVID Crisis: Real
Time Insights from
French Transaction &
Bank Data by David
Bounie, Youssouf
Camara, Etienne Fize,
John Galbraith,
Camille Landais,
Chloe Lavest, Tatiana
Pazem and Baptiste
Savatier.

observe and finely measure the post-lockdown

(excluding fixed costs) to be measured. The

economic recovery, the conventional indicators

other was provided by Crédit Mutuel Agence

measured by business and consumer organisa-

Fédérale (CM) and offers important informa-

tions such as INSEE are inadequate, as they are

tion on the flows and balance sheets of bank

time-consuming and costly to calculate. Other

accounts, as well as on the bank’s customers

tools must therefore be mobilised in addition to

liquid savings accounts (Livret A and life insur-

existing sources.

ance) and securities accounts.

BANK DATA IN REAL TIME:
A MINE OF EXPLOITABLE INFORMATION

CONSUMPTION AT HALF MAST…

Using anonymous and de-identified bank data,

were able to measure credit card spending

researchers from the Digital Finance Chair (see

in near real time in comparison to the same

Box) and the Conseil d’analyse économique

period in 2019. Their findings reveal that before

(CAE) worked together to observe the con-

lockdown household consumption using bank

sumption and savings dynamics of the French

cards, measured on an annualized basis, was

population. As Camille Landais, professor at the

at the same level as last year. During lockdown,

London School of Economics and member of

bank card expenditure fell by 6.3%, then after

the CAE, emphasized during the presentation

the end of lockdown rebounded sharply in July

of this study to the press on 12 October, “There

and August to pre-crisis levels. Nevertheless,

is an unprecedented need for real-time fore-

since the end of September consumption has

casts because of the intensity of the crisis.” He

slowed and the shortfall accumulated dur-

continued, “New sources of data are required.

ing lockdown has not been made up. What

They need to be available, representative

is more, the decline in household spending

and granular, so as to accurately observe the

is characterised by very marked disparities.

dynamics involved.” To carry out this scientific

Purchases of durable goods (vehicles, house-

work, which is unprecedented in France, the

hold appliances, etc.) fell by 10.9% during the

researchers used two different sources of data.

period of lockdown, before rebounding by 7%

One consisted of card transactions through the

afterwards. “The level of purchases of durable

consortium Groupement des Cartes Bancaires

goods gives indications of agents’ expectations.

CB, which enabled 60% of consumer spending

Even though the recovery is partial, purchases
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Using the first data source, the researchers

The Digital Finance Chair is hosted by the Risk Foundation, which is supported by the Institut Louis
Bachelier. It is under the scientific direction of David Bounie (see photo), head of the economic and
social sciences department at Télécom Paris, and Marianne Verdier, professor of economics and
director of the master’s degree in finance at Panthéon-Assas University. With financial support from
the Groupement des Cartes Bancaires CB and Banque Postale, the Chair conducts research into
all innovations, services, products and organisations linked to digital technology that are likely to
change the profession of financial intermediaries.

Methodology
Researchers from the Digital Finance Chair and the Conseil d’analyse économique (a body reporting to the Prime
Minister) analysed consumption and savings dynamics, in near real time, in France before, during and after
lockdown. For this purpose, they were given access to two sources of original and unpublished data. The first
came from Groupement des Cartes Bancaires CB, which provided several billion bankcard transactions, enabling
consumers’ behaviour to be compared during the period under study. The second data source of data came from
a random sample of 300,000 households who are clients of Crédit Mutuel Alliance Fédérale. With this data, the
researchers were able to study the savings behaviour of households and their increase in wealth.

did not collapse after lockdown,” says David

households drew on their savings to weather the

Bounie. In contrast, expenditure on eating out

crisis.

and recreation fell 12.6% during lockdown and
this sector has experienced a further decline

LOW-INCOME HOUSEHOLDS
IN THE FRONT LINE

since early September, due to new restrictions,

In addition to consumption and savings, the

particularly on bars and restaurants. In terms of

researchers also studied the redistributive

international comparisons, however, France has

impacts of the crisis by analysing consump-

nothing to be ashamed of. Admittedly, it saw a

tion by income level. To compensate for the

greater decline during the period of lockdown,

lack of a precise income indicator, they classi-

which was stricter than in other countries such

fied consumption levels in 2019 and compared

as the United Kingdom and the United States.

them with those in 2020. The results show that

But the recovery has been much more vigor-

the fall in consumption was less pronounced

ous in France, whereas there are few signs of

among the lowest income households. The rea-

recovery on the other side of the Channel and

son for this is that the structure of consump-

across the Atlantic.

tion differs according to income, with better-off

7% afterwards. Despite an upturn in August,

… AND A SHARP INCREASE IN SAVINGS

households eating out and going on holiday less
than last year. On the other hand, the indebted-

After analysing consumption, the researchers

ness of the least well-off households regrettably

focused on household savings, which increased

increased. More generous transfers to lower-

sharply during the crisis, according to several

income households will therefore be necessary,

organisations including the Banque de France.

the study recommends. Finally, to complete this

For the analysis the researchers used their sec-

original and valuable scientific work for guid-

ond database, a random sample of 300,000

ing economic policies in a responsive manner,

CM customers, in which they were able to

the researchers examined the mechanisms

observe the accumulation of net savings made

potentially at work. With regard to the health

by households since lockdown. Between March

risk from the pandemic, the results suggest this

and the end of August 2020, the researchers

is still relatively low, but the threat of a second

observed excess savings of 50 billion euros. It

wave could change the situation. Administrative

should be noted that this estimate is partial and

measures (restrictions, closures) have had a

is not in conflict with the figure of 100 billion

very big impact. Lastly, the marginal propensity

euros calculated by other public institutions.

to consume – which measures additional con-

However, this increase in savings is unevenly

sumption following an increase in income – is

distributed and has mostly accrued to wealthier

very high among the least well-off households,

households, which in fact accounted for 50 per

indicating that these households are the most

cent of the excess savings accumulated during

vulnerable to the crisis and will need additional

the period under review, whereas low-income

support from the authorities. l

Key points
After a significant rebound
during the summer,
the dynamics of household
consumption have again
been disrupted since the end
of September.
Although household
savings increased sharply
during the crisis, the excess
savings are very unevenly
distributed among the population,
with the wealthiest 10%
of households accounting
for nearly 50% of the excess.
The lowest-income
households no longer have
any savings available and have
suffered an increase in debt.
An augmentation in transfers
is recommended for this section
of the population, which is most
affected by the crisis.
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ENVIRONMENTAL POLICIES
MUST TAKE ACCOUNT
OF BEHAVIOURAL BIASES
While the Covid-19 global pandemic during lockdown slightly mitigated some negative
(especially environmental) externalities related to economic activity, it also provides an instructive
case study for examining individual motivations to reduce externalities. Research carried out on
this topic could help the authorities to introduce more effective environmental policies.

T

o limit the spread of the Covid-19
pandemic, social distancing has been
prioritised by the authorities in many

countries, particularly France. In France this
resulted in a period of lockdown lasting almost
two months (from 17 March to 11 May), the closure of public places (concert halls, bars and
restaurants, etc.) and increased working from

A parallel can be drawn between
the practice of social distancing,
which protects other individuals,
and efforts to reduce its
environmental impact.

home in certain sectors. This unprecedented
situation clearly changed individual motivations
and the behaviour of the population, while raising many research questions. Why are distancing rules adhered to? How do individuals

to better understand the individual motivations

view other people’s efforts? What influence do

underlying certain decisions to combat or not to

the social context and regulations have on the

combat negative externalities.

motives for respecting social distancing? Are

“Externalities have an impact on people irre-

people willing to spend more on behalf of the

spective of their views,” Guy Meunier reminds

environment?

us. A parallel can be drawn between social

A SURVEY FOR STUDYING
INDIVIDUAL MOTIVATORS

efforts to reduce environmental impacts (such
as cycling, eating less meat, reducing energy

To address the above questions (among others),

consumption). In both cases, contrary to what

the researchers carried out an online survey.

is usually assumed by economists, individuals

Conducted during the lockdown, this enabled

are not motivated solely by the benefit to them-

them to obtain responses from 1,356 people in

selves. “The parallel between social distancing

France and Luxembourg. The survey included

and pollution suggests that understanding the

a series of questions on people’s personal situ-

psychological drivers of the practice of social

ation (age, gender, income), their reasons for

distancing should inform broader thinking on

social distancing, their perceptions of other

environmental policies.”

people’s motivations in day-to-day life and their
ing point was to understand why people were

OTHER PEOPLE’S MOTIVATIONS
ARE MISPERCEIVED

willing to accept social distancing,” says Guy

In constructing their questionnaire, the

Meunier. “Was it for their own health or that of

researchers distinguished four types of possible

others? How do social norms (what other peo-

individual motivator: selfishness, altruism, social

ple do) and moral norms (what is right) affect

and moral norms, and regulation. “In psychol-

individual motivations and behaviour?” Against

ogy, there are other possible classifications

this backdrop, the researchers’ objective was

that we could have based our study on, but we

views on environmental policies. “Our startBased on Behavioural
perspectives for
post-pandemic
environmental policy
by Guy Meunier and
Ingmar Schumacher,
and on an interview
with Guy Meunier

distancing, which protects other people, and

14 I LES CAHIERS LOUIS BACHELIER I OCTOBER 2020

Guy Meunier is a research fellow at the National Research Institute for Agriculture,
Food and the Environment (INRAE), an associate researcher at the Energy & Prosperity Chair,
and professor at the Ecole Polytechnique. His doctoral thesis, carried out at CIRED, focused
on incentives to invest in electricity markets. Since then he has been working on climate policies:
the design of emissions allowance markets and the dynamics of transitions.

Methodology
Guy Meunier and Ingmar Schumacher (IPAG Business School) conducted a survey to measure people’s
motivations for avoiding two negative externalities, namely the spread of the virus and pollution. Accordingly, they
constructed a survey based on four types of motivator – altruism, selfishness, social and moral norms, regulation
– which was carried out during lockdown. Using the responses, they carried out statistical regressions and
established respondents’ personality traits on the basis of the four dimensions. They then analysed their numerical
results and made recommendations for the implementation of environmental policies.

decided to adopt this one,” says Guy Meunier.

can be drawn for public policy? The existence

The classification enabled the researchers to

of these two misperceptions, whether linked

establish respondents’ personality traits and to

to one’s own or other people’s motivations or

explain the differences in their distancing prac-

to the social context, makes optimal coordina-

tices on the basis of these traits. The research-

tion between individuals difficult. At a national

ers also simply asked the respondents what

level, for example, this finding may limit the

their and other people’s main motivation was.

ambitions of countries in their nationally deter-

Are these predominantly selfish or altruistic?

mined contributions to reducing greenhouse

The results show that half of the respondents

gas emissions, because each country expects

said that they adhere to social distancing in

other countries to be more selfish than they

order not to spread the virus to people in their

really are. Moreover, the current polarisation of

vicinity and, more generally, to society. While

the debate around certain societal issues (e.g.

this rather altruistic motivation seems positive,

nuclear power, pesticides, GMOs) is probably

it is probably overestimated. Furthermore, it

exacerbated by participants’ biased perceptions

is in conflict with the perception that individu-

of the motivations of others (such as suspected

als have of other people’s motivations: half the

conflicts of interest). Finally, it is well known that

sample considers that other people’s adherence

the practice of certain environmental actions

to social distancing is motivated by selfishness

(recycling, vegetarianism) is strongly influenced

or by regulation. This discrepancy suggests that

by what other people do, even though we are

“motivational misperception” – as the research-

scarcely aware of it. The researchers’ work

ers call it – affects behaviour. “Misperceptions

thus advocates taking behavioural biases into

about other people’s motivations can affect

account in implementing environmental poli-

one’s own tendency to be altruistic (or not). And

cies. Further research is planned with a view to

this type of bias should be taken into account in

determining effective measures. l

the incentives needed to improve environmental
policies,” says Guy Meunier.

THE SOCIAL CONTEXT INFLUENCES
INDIVIDUAL BEHAVIOUR
In addition to the misperception of motivations,
the researchers also detected another bias:
misperception of the social context. “Only 5% of
respondents said that they respected distancing
for reasons of social and moral norms. However,
our statistical work shows that this type of motivator is, in fact, underestimated and is even
the main reason for adhering to social distancing,” says Guy Meunier. So what conclusions

Key points
The results of the survey
show that people tend to be
altruistic with regard to their family
and friends and to society in
general. On the other hand, the
respondents feel that other people
are more selfish than themselves
– a misperception of the
motivations of others.
These findings have
important implications with
regard to behaviour and need to be
taken into account in formulating
environmental policies.
The social context strongly
influences behaviour,
though people are largely unaware
of this influence. This
misperception should also be taken
into account into thinking about
the optimal environmental policies
to be implemented.
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