


The reforms pursued in recent years by France have
improved the business climate and increased corporate
competitiveness.

In the Ernst & Young 2011 “France attractiveness
survey”, 62% of foreign company executives indicated
that the “National Investment Program” has improved
France’s attractiveness, while 51% said the same of the
decision to abolish the former local business tax (taxe
professionnelle).

In the 2010 AmCham-Bain survey, American investors
located in France cited the positive impact of France’s
research tax credit (64%), the “Greater Paris” project (56%)
and the “Green New Deal” enshrined in the “Grenelle”
environment laws (37%).

How attractive is France for foreign investment
with respect to the following criteria?

Il Attractive

1 1 0 1 0 2 2

Not attractive

29 28 26 25

Experience of investing in France

How would directors in your company describe the experience
of your investment in France?

Very positive 20%
Verynegative 1% _4

Fairly negative14% ——

~ Fairly positive 65%

Source: TNS-Sofres/IFA Opinion Poll (2010)
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Don't know

Source: TNS-Sofres/IFA Opinion Poll (2010)

The 2010 AmCham-Bain survey revealed that the primary
factors influencing the decisions of American investors
in France are location, quality of infrastructure and a
well-qualified workforce. These are followed, in order of
importance, by energy policy, availability of the workforce
and the focus on innovation and R&D. Of those surveyed,
48% cited the robustness of the banking system as one
of the key reasons behind their investment decisions.

Moreover, 85% of CEOs polled by TNS-Sofres in October
2010 reported that their investment in France had been a
positive experience (compared with 77% in June 2009).

France is recognized as a country that is actively passing
reforms to modernize its economy (69% of investors
surveyed).

Investment support in France

How would you rate the impact of... ?

- Positive

Indifferent Negative - Don't know

100

|

France's research tax credit

The "Greater Paris” project France's "Green New Deal"

First conducted in 1997, the American Chamber of
Commerce in France AmCham-Bain Survey gauges the
mood of American investors in France. The principal aim is
to determine how satisfied American investors are and what
they perceive to be the advantages and drawbacks of the
country’s business environment.

In the autumn of 2010, questionnaires were sent out to the
top executives at French subsidiaries of American compa-
nies. Responses were gathered from more than 70 companies
accounting for a total of over 60,000 employees in France
and a combined turnover of more than €27 billion.

Source: TNS-Sofres/IFA Opinion Poll (2010),









APPENDIX B

THE DYNAMICS
OF FRANCE’S REGIONS

The French Interministerial Delegation for Regional Development
and Economic Attractiveness (DATAR)



Over the last two decades, France’s regions have undergone profound changes, wrought by the combined
effects of a variety of factors, most notably globalization, the expansion of the European Union and the
development of new information and communication technologies. These regions now operate as a
network of ever more numerous business, science, technology, culture and tourism partnerships which
are seeking to increase their attractiveness, improve their competitiveness and play a full part in France’s

open and globalized economy.

1- With this objective in mind, national government
policies on economic attractiveness seek to find ways for
each region to amass a sufficient quantity of business
and research activity, companies and services to ensure
their competitiveness.

This ‘concentration’ or ‘polarization’ model is crucial in
fostering a strategy of innovation and growth. It applies
first and foremost to France’s large cities throughout
the country. These large cities are already home to high
value-added business activities along with national
and multinational corporations, which in turn serve to
increase the number of high value-added services in the
area and help form ties with other regions, notably by
establishing branch offices.

Boosting the potential attractiveness and competitiveness
of large cities is a priority for French regional development
policy. Consequently, these cities are expected to
contribute to national growth, not only through their
high-level business activities and impact on national
cohesion, but also through the economic development
they can spur in the surrounding region.

Regional attractiveness policies also facilitate contact
between individuals and companies. This second model
complements the first by focusing on partnerships, with
a particular focus on transport, innovation clusters and
business mini-clusters.

The new paradigm for attractiveness and competitiveness
lies in the development of innovation clusters and
business mini-clusters, research and higher education
hubs and the emergence of internationally renowned
universities.

By encouraging and accelerating partnerships
amalgamating the country’s economic, scientific and
technological potential, these nationally led policies
lend France’s regions greater visibility in Europe and
around the world.
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2- France’s cluster policies (innovation clusters and business
mini-clusters) generate and support initiatives set in
motion by corporate and academic stakeholders in a
region.

Innovation clusters are partnerships formed around
a joint development strategy by companies, research
centers and educational institutes in a given region.
This partnership approach gives rise to synergies for
innovative joint projects targeting one or more specific
markets.

In building networks between innovation stakeholders,
France’s innovation clusters are targeting the following
goals:

¢ Improving the competitiveness of the French economy
by stepping up innovation efforts;

¢ Strengthening businesses which have a strong focus
on technology or creation in French regions, primarily
in the industrial sector;

¢ Increasing France’s economic attractiveness through
heightened international visibility;

e Encouraging growth and employment.

Business mini-clusters are clusters mainly comprising
very small independent businesses and SMEs. They
provide companies with material services and, more
specifically, help them develop their competitiveness
and position themselves in new markets, particularly by
offering every opportunity to benefit from innovation.
The regional commitment made by these business
mini-clusters underpins the strategies undertaken by
local authorities to encourage the emergence of these
types of clusters.

This policy helps to include business sectors that are
either not part of the innovation clusters setup or
which have not yet gained sufficient critical mass to be
considered as an innovation cluster.



3- Another essential aspect of France’s economic
attractiveness policy is the development of key transport
and digital technology infrastructures.

High-speed motorways and TGV rail lines are one of
the most effective components of France’s regional
development. They connect major and minor cities
throughout the country to Paris and to each other, forming
part of an integrated pan-European network.

Plans call for major new undertakings: tripling the number
of high-speed rail lines and a new international airport
in western France.

71 innovation clusters
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The same approach is being implemented for very high-
speed broadband connections. These physical and virtual
infrastructures play a vital role in the attractiveness of
France’s regions.

From now on, France’s infrastructure must embrace every
opportunity for high speed. The challenge is to increase
the potential for competitiveness within companies
and in the French economy as a whole, by making the
circulation of people, information, capital and goods
both easier and faster.
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Business sectors

wm Agriculture, agribusiness and fishing e (reative and cultural industries

wmmm  CONStruction and housing e Healthcare industries

e Miscellaneous industries e Mechanical equipment and metalwork

e Digital economy Services

ey Cleantech, bio-resources, water management m— [0gistics

1 Business mini-clusters accredited in the 1¢ call for projects
A\ Business mini-clusters accredited in the 2" call for projects

REGIONAL DISTRIBUTION OF FOREIGN INVESTMENT PROJECTS

IN FRANCE

As of January 1, 2008, 12.5% of employees in France’s private-sector economy (all business activities
not related to the government or defense sectors) were working for companies under majority foreign
ownership. These foreign-owned groups have a considerable presence to the north of a line running
from the north-west of Bretagne (Brittany) down to the south-east of France, but are also present in other
employment areas (cf. the map p59).

In fact, this geographic distribution of foreign direct Today, more than one-third of manufacturing-sector
investment stock corresponds closely to conventional employees (nearly one million people) are employed by
locations for industry in France. manufacturing subsidiaries of foreign groups.

This is largely a consequence of industry being the first These foreign group subsidiaries contribute up to 40% of
sector to be opened up to foreign investment. the turnover and value added in French industry.
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Service-sector businesses are particularly concentrated
in the southern half of the country and still remain less
open to foreign investment, although this situation is
constantly improving. Services make up alarge proportion
of the foreign investment flows recorded each year by
the IFA and the Banque de France.

Share of employees working for multinational groups* in 2008

Raatkarion: Car- ERRRARONS desYerticiees - 11

Share of employ in company i controlled by multinational groups*
[by employment areas, %)

09067
- 32.3t040.9
- 25.8t0 37.6
= 18.2 10 25.7
10.2 o0 18.1
B 5300101

France: 38.0%
Mainland France: 38.3%

Source: INSEE, CLAP, DGCIS calculations

This increase in foreign investment should help to
improve the presence of the service sector nationwide
in view of the more equal distribution of businesses
owned by multinational groups, most of which are under
majority French ownership and have a large service-sector
component (map on left).

Share of employees working for foreign-owned groups in 2008

Share of employ in company li controlled by foreign-owned groups
[by employment areas, %)

B 090467
32.31040.9
. 258
18.2t0 25.7
L RTPTIe

5.3t0 10.1
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France: 12.5%
Mainland France: 12.7%

Source: INSEE, CLAP, DGCIS calculations

* A multinational group is a group with headquarters located abroad, or a French group which has at least one subsidiary abroad.

The dynamics of France's regions - APPENDIX B 59






A number of conclusions can be drawn from this analysis of
investment attractiveness indicators and criteria.

The first involves the exercise itself. Despite the wealth of
international reports on economic competitiveness - the
World Bank’s Doing Business, the World Economic Forum’s
Global Competitiveness Index and the IMD’s World Competitiveness
Yearbook, among others - few analyses focus on either a country’s
openness to foreign investment or factors in its attractiveness
to investors.

This Scoreboard makes its own contribution by providing
benchmark information in these areas, as well as a comparative
lens through which to determine France’s standing in the
world.

The second concerns the prerequisites in the competition
among countries, regions and cities for foreign investment
and talent. They are stability, to reduce investor risk; visibility,
to meet the need for medium- and long-term prospects; and
simplicity, to make investing cheaper and easier.

The third is about investment attractiveness. Attractiveness is
a result: as much a derivative as a synthesis of a set of factors
as numerous as the expectations and priorities of each foreign
investor. As such, like its relative, competitiveness, it is best
approached ‘in the round’.

One of France’s strengths happens to lie in its strong international
showing on a very broad range of variables that foreign investors
analyze through the use of benchmarks.

Plainly, continued reform is necessary to maintain France’s
international image and position as a self-confident, dynamic
country with unique strengths and advantages.

Our country is sometimes more viewed more favorably from
outside our borders than from within. We hope that the 2011
France Attractiveness Scoreboard will help to provide an
objective basis for debate at home and abroad by facilitating
comparisons with our key trading partners.
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This document was written with assistance from the following French
government departments:

advises on and oversees French
economic policy under the authority of the Minister for the Economy, Industry and Employment.
It also promotes French policy in Europe and throughout the world. It lends its expertise
in matters relating to forecasting and consulting, regulation, international negotiations,
developmental aid, export assistance and foreign investment. The Treasury Directorate
oversees the French government’s accounts and debt management through the French
Treasury Agency (Agence France Trésor — AFT) and monitors government shareholder interests
through the Government Shareholding Agency (Agence des participations de 'Etat — APE).
For further information, please visit www.minefe.gouv.fr

is an administration under the authority of the Prime Minister
which handles interministerial affairs and works on behalf of the Minister for Rural and
Regional Development. The DATAR plans, promotes and coordinates French government policies
on regional development. In this capacity, it organizes the Interministerial Committees for
Regional Development and Growth (CIADT) as well as government meetings for key resolutions
on regional development. The Delegation’s mission is twofold: to increase the attractiveness
of France’s regions and ensure their cohesiveness and stability within an enlarged Europe. It
oversees the Observatory of Regions, which summarizes and interprets data on the regions
issued by government departments, local authorities and public polling and research agencies.
For further information, please visit www.datar.gouv.fr

is a specialist decision-making advisory
body under the authority of the French Prime Minster and the State Secretariat charged
with forecasting. Its mission is to advise the government in defining and implementing its
strategic objectives concerning economic, social, environmental and technological matters.
At the Prime Minister’s request, it provides forecasts for major governmental reforms. It also
initiates its own studies and analyses as a part of an annual work program. It refers to an
11-member steering committee that includes two Members of Parliament, two Senators and
one member of the Economic, Social and Environmental Council (Conseil économique, social
et environnemental). It liaises with the Prime Minister’s main expert and consulting councils.
For further information, please visit www.strategie.gouv.fr

is the national agency responsible for promoting
and facilitating international investment in France. It also coordinates initiatives to
promote France’s economic attractiveness. The IFA network operates worldwide, with
offices in France as well as in North and South America, Europe, the Middle East and
Asia. In France, the IFA works in partnership with regional development agencies to offer
international investors outstanding business opportunities and customized services.
For further information, please visit: www.investinfrance.org



Authors: Estelle Dhont-Peltrault (CAS), Sylvie Montout (IFA)
Publication Director: David Appia, Chairman and CEO (IFA)
Editorial coordination: Alexandra Chabut
English Language Editor: David Williams

Translation: Ubiqus / David Williams

Design and Layout: EEEEEFUE agencel@spherepublique.com - July 2011.



Liberté + Egalit  Fraternité
REPUBLIQUE FRANGAISE

i
DES FINANCES ET DE L'INDUSTRIE

French Ministry for the Economy,
Finance and Industry

Direction générale du trésor
139 rue de Bercy

75572 Paris cedex 12

Tel. +33 140 04 04 04
www.minefe.gouv.fr

Premier ministre

Ministére de Fespace raral
et de laménagement du teritoire

Datar

French Interministerial Delegation for
Regional Development and Economic
Attractiveness (DATAR)

8 rue de Penthiévre
75800 Paris cedex 08
Tel. +33 1406512 34
www.datar.gouv.fr

Centre
d’analyse
stratégique

French Strategic Analysis Center (CAS)

18 rue de Martignac
75700 Paris cedex 07
Tel. +33 14275 60 00
www.strategie.gouv.fr

Invest in France
Agency

The Invest in France Agency (IFA)

77 boulevard Saint-Jacques
75680 Paris cedex 14

Tel. +33144 8717 17
www.investinfrance.org





