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In 2006, France ranked 3rd in the world for foreign direct investment. Investors target France for its highly

skilled workforce and strategic location in the heart of the Europe. In the past few years, France has

changed significantly by launching reforms (including labor, retirement, health, innovation, etc.) to make

it easier and more profitable than ever for international companies to succeed in France.

With key initiatives expected to be introduced by its recently appointed government, France’s business

environment could become more friendly than ever.

Anticipated to take effect this summer, several of the reforms could be important for the 20,000 foreign

companies currently operating in France and could help drive the country’s attractiveness in the coming

months, right in the midst of strong growth in the European market:

Labor market flexibility:

There are plans to modify France's two-tiered work contract (CDD and CDI) system and introduce a

simplified contract with aligned dismissal procedures. The goal is to improve the hiring —and, 

if necessary, firing— of workers to offer employers greater flexibility.

“Work more to earn more”:

The 35-hour work week should continue to serve as a base, but starting October 1, 2007, all

employees could be paid overtime at 25% of the standard hourly rate, even those who work for

companies with less than 20 people. Employees could be exempt from taxes and social charges on

overtime work. On the employer side, companies could benefit from social charge reductions of

between €1.50 and €0.50 per hour, depending on if they have more or less than 20 employees.

Lower corporate and income taxes:

A lower corporate tax rate could be envisaged in the future for companies, while individuals could

see more estate tax cuts and wealth tax exemptions. Also, those subjected to wealth tax will be able

to invest up to 75% of the tax amount in small-and-medium sized enterprises, with a limit of up to

€50,000. A tax shield is also projected for the start of January next year, with tax expected to drop

to 50% of annual income: including direct taxes, national and local, as well as general social

contribution taxes (CSG). Students under 25 working part-time jobs will not have to pay income tax.
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For more information on the latest changes in France, please visit www.gouv.fr.
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Tax-deductible mortgage interest:

A portion of the interest on new and existing mortgage loans for primary residences could be

deductible from income tax over a period of five years.

Simplified administration for foreigners:

The creation of the Ministry of Immigration, Integration, National Identity and Co-Development is

intended to streamline the process for qualified foreigners to obtain work permits, resident permits

and other immigration documents for skilled foreign professionals.

Once the new measures are adopted, Invest in France will send out more detailed information,

including points on France’s attractiveness for investors and skilled foreign professionals. Kindly

note that the reforms mentioned above are still in progress and could evolve in the near future,

following review by the Parliament.


