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deux hommes chauves se disputant un 
peign 
(“two bald men fighting over a comb”) 
there is no place for shadenfreude in troubled Europe 

Cross-channel name-calling is unhelpful at a time when most European 

economies are in very deep trouble. The statistics which Britain and France can 

fire at each other simply prove mutual distress. 

The fundamental difference between the neighbours is that, whilst most of 

Britain’s problems are self-inflicted, France is the victim of forces outside her 

control. The Eurozone, which combines a single currency with a multiplicity of 

budgetary processes, is fundamentally flawed, and may well be heading for 

catastrophe. But Britain would suffer, too, if this happened, and this is a time for 

co-operation, not argument. 

We reflect on noisy neighbourliness on both sides of La Manche.  

Over the last week, French leaders (including the finance minister, and the chairman of the central 

bank), have argued that the British sovereign credit rating should be downgraded before that of 

France. Looking simply at the facts, the French do seem to have a point. Public debt in France (81% 

of GDP) may be bigger than in Britain (73%), but the British deficit is both larger (10.2%) and more 

intractable than that of France (7.1%).  

In any case, Britain is far more indebted than France when the combined total of individual, corporate 

and public debt is taken into account. The British economy has grown by more than the French 

economy over the last ten years, but Britain’s slightly superior growth record largely reflects a 

combination of devaluation and reckless borrowing.  Because of the sharp fall in the value of sterling 

since 2007, inflation is higher in Britain than in France. 

All of this, Britain can retort, is beside the point because France, unlike the UK, is mired in a 

Eurozone debt crisis which looks intractable despite the recent agreement reached by the seventeen 

Eurozone member countries. 

This would be a valid argument if Britain were immune from Eurozone problems, which manifestly 

she is not. Britain’s status as an out-of-euro safe haven is something of an illusion given cross-border 

debt obligations and trade dependency. There is a strong case for co-operation between Britain and 

France, which have common interests in European stability and the promotion of growth. 
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Fig. 1: comparative statistics, France and Britain* 

France       

€bn 2010 2011 2012 2013 2014 2015 

Nominal GDP € 1,931 € 1,988 € 2,047 € 2,120 € 2,204 € 2,293 

GDP at 2010 values € 1,931 € 1,963 € 1,991 € 2,028 € 2,071 € 2,113 

Real growth +1.4% +1.7% +1.4% +1.9% +2.1% +2.1% 

Deficit € 137 € 117 € 95 € 84 € 69 € 52 

Deficit as % GDP 7.1% 5.9% 4.6% 4.0% 3.1% 2.3% 

Public debt € 1,479 € 1,611 € 1,711 € 1,801 € 1,873 € 1,924 

Public debt as % GDP 77% 81% 84% 85% 85% 84% 

Inflation 1.4% 2.3% 3.4% 3.1% 3.0% 3.0% 

Britain       

£bn 2010 2011 2012 2013 2014 2015 

Nominal GDP £1,455 £1,532 £1,603 £1,687 £1,778 £1,874 

GDP at 2010 values £1,455 £1,472 £1,495 £1,531 £1,571 £1,612 

Real growth +1.4% +1.1% +1.6% +2.4% +2.6% +2.7% 

Deficit £149 £130 £112 £86 £62 £43 

Deficit as % GDP 10.2% 8.5% 7.0% 5.1% 3.5% 2.3% 

Public debt £985 £1,116 £1,232 £1,317 £1,373 £1,408 

Public debt as % GDP 68% 73% 77% 78% 77% 75% 

Inflation 3.3% 4.5% 2.4% 2.0% 2.0% 2.0% 

*Source of data and forecasts: International Monetary Fund, World Economic Outlook 

Angry words 

If, as George W. Bush famously didn’t say, “the French don’t have a word for entrepreneur”, perhaps 

the Germans don’t have a word for shadenfreude either. Be that as it may, the German authorities’ 

perfectly korrekt silence over the spat between France and Britain probably owes much more to 

exasperation than to a delight in the misfortunes of others. At a time when the European economies 

collectively are in very grave danger, the last thing that anyone really needs is a bout of cross-

Manche name-calling. 

The reality is that both Britain and France are in extremely deep economic and fiscal trouble, albeit 

for very different reasons. Where Britain is concerned, we have long warned that the officially-

expected economic recovery is most likely to prove very protracted, if indeed it materialises at all, 

which in turn means that the fiscal reform plan may not work either. The essential problem facing 

France is that she is at the fulcrum of the unworkably idealistic and faulted single European currency.  

Of course, both sides can fire off statistics to make their point. Britain could argue that her economy 

grew by more (+15%) than that of France (+11.7%) between 2000 and 2010. Mais non, the French 

could retort – in dollar terms, our economy ($2,563bn) is now a lot bigger than yours ($2,250bn) 

whereas, a decade ago, your economy ($1,481bn) was bigger than ours ($1,332bbn). This, France 

could argue, means not only that Britain now counts for less in the world than France (“want to 

borrow an aircraft carrier, mes amis?”), but also that British sterling ‘growth’ was really nothing more 

than a function of devaluation, boosted, of course, by reckless borrowing.  
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Figs. 2 & 3: French public debt is bigger…        …but the British deficit is worse 

  

*Source of data and forecasts: International Monetary Fund, World Economic Outlook 

 

French public debt, at 81% of GDP, may be even bigger than that of Britain (73%), but the British 

deficit (10.2% of GDP) is a lot worse than that of France (7.1%)
[1]

. And so on.        

Statistically, there is much of a muchness between the two economies, but the underlying dynamics 

could hardly be more different. Whilst Britain’s problems are to a large extent self-inflicted, France 

can be forgiven for feeling frustration about the fact that her economic fate lies largely outside her 

own hands. If we are in little doubt that the Eurozone, and France with it, is heading for catastrophe, 

we are equally concerned that Britain may prove unable to implement the reforms which could alone 

prevent a re-run of the Great Depression of the 1930s.   

With friends like these…… 

The French are Britain’s closest continental neighbours and, as such, the two nations are bound 

together by historic ties of mutual suspicion and animosity
[2]

. Anyone who may have forgotten, in the 

196 years since Waterloo, that the relationship can sometimes be a fractious one must have been 

reminded of it over the last week, when both the chairman of the Bank of France
[3]

 and the French 

finance minister
[4]

 have made barbed and public remarks about Britain’s economic outlook and fiscal 

creditworthiness.  

Influenced perhaps by stereotypes about their Gallic neighbours, it is probable that very few British 

people recognise that it is the French who may feel that they have more historic grievances to 

nurture than the British. Dunkirk may or may not have proved that the British would “fight to the last 

Frenchman”, and the sinking of the French fleet at its Algerian moorings
[5]

 may have been a painful 

                                                 
[1]

 Source: International Monetary Fund 
[2]

 For background on the Entente Cordiale, Dunkirk, Oran and Suez, see Historical Notes at the end of this report.  
[3]

 Christian Noyer, chairman of the French central bank, said that the ratings agencies ought to downgrade Britain before France, 
because the British economy is weaker. He told Le Telegramme that Britain "has more deficits, as much debt, more inflation, less 
growth than us and….. credit is slumping". http://www.bbc.co.uk/news/world-europe-16207748 
 
[4]

 Finance Minister Francois Baroin told Parliament that "Great Britain is in a very difficult economic situation, a deficit close to the 
level of Greece, debt equivalent to our own, much higher inflation prospects and growth forecasts well under the eurozone average,"  
[5]

 See Historical Notes, #3 

http://www.bbc.co.uk/news/world-europe-16207748
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necessity, but the two incidents were sufficient to prompt the observation that “the entente cordiale 
[6]

 

was buried between Dunkirk and Mers-el-Kebir”. The greatest single French grievance in modern 

times is almost certainly the British withdrawal from the militarily-successful (but politically ill-judged) 

1956 Suez campaign, a let-down which persuaded many French people that Albion, perennially 

perfide, had now become une marionette Americaine 
[7]

 as well.  

The reason for mentioning these past grievances is to highlight the point that the anger caused by 

each incident resulted from misunderstandings. The French soldiers holding the ring around Dunkirk 

in May 1940 might well have believed that the British were reinforcing rather than withdrawing, but 

the British certainly seem not to have misled them about their intentions. Likewise, the British really 

could not afford to risk seeing the French battlefleet fall into German hands. Though the British 

withdrawal from Suez did indeed leave France (and Israel) in the lurch, the British had no real choice 

once the Americans had (or, according to other interpretations, had not) threatened to trash 

sterling
[8]

.  

If a common strand emerges from Dunkirk, Oran and Suez, that strand is composed of 

misunderstanding, poor communication and the lack of a sense of reality either in London or in Paris. 

Perhaps Admiral Somerville, who commanded the Royal Navy at Oran, put it best when he described 

the action as “the biggest political blunder of modern times”. Much the same could be said of Suez.   

Plus ça change. In the present instance, the French are right, factually speaking, to point out that the 

British economy is at least as weak as their own, that public debt levels are comparable, and that 

Britain’s deficit is worse. If the French point is that the British economy is in dire straits, few 

realistically could disagree. But the British retort, which might be that the French ought to look at their 

own economy before criticising anyone else, is equally valid.  

The harsh reality is that most of the European economies, whether inside or outside the 

Eurozone, are trapped in a slow-motion train-crash. Dwelling on ancient animosities, or dredging 

up Dunkirk, Oran and Suez – or, for that matter, Hastings, Creçy, Agincourt or Waterloo – is quite 

beside the point (fun though it might be). To paraphrase Jorge Luis Borges’ comment on the 

Falklands War, the British and French are acting like “deux homes chauves se disputant un peign”
[9]

.  

Blaming the neighbours 

Part of the frustration felt by France – and perhaps played up by her leaders as an election looms – 

lies in the belief that the western economies have been carried to the brink of disaster by Anglo-

American finance capitalism. This is a view which is very difficult to counter. It must be particularly – 

er, galling - for France to see her creditworthiness put on negative watch by the same American 

rating agencies which signally failed to recognise sub-prime mortgage-backed securities (MBSs) for 

the toxic rubbish that they were.  

A great deal of solid logic supports the French belief that reckless deregulation in Britain and the 

United States has dragged the whole of the western economic system into an inescapable debt 

spiral. Whilst America might emerge poorer but wiser from the combination of excessive debt and 

                                                 
[6]

 See Historical Notes, #1 
[7]

 “An American puppet” 
[8]

 See Historical Notes, #4 
[9]

  “two bald men fighting over a comb”. 
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low growth, any comparable escape route for the UK looks more difficult, since British political 

genius, not content with racking up unsustainable private and public debt, managed to graft 

unaffordable social expectations on top of it as well. The British are at least taking appropriate 

measures to prevent a re-run of the excesses of the Brown years by ring-fencing retail banking and 

imposing limits on mortgage issuance.  

France, on the other hand, is very largely the victim of the sins of others. Unlike the Americans and 

the British, the French people did not indulge in excessive debt-fuelled consumption. The French 

fiscal deficit is a great deal better than that of Britain and, whilst the public debt ratios of both 

countries are comparable, the French would seem to be the likelier to restore their public balance 

sheet to sustainability, all other things being equal. 

Malheureusement, all other things are not equal. For better or (predominantly) for worse, France is 

positioned at the axis of a single currency project which now shows every sign of falling apart, quite 

conceivably in the early months of 2012. The position of France is particularly equivocal, having one 

foot in the Germanic fiscal rectitude camp and the other in the economically-looser Club Med.  

The essential point (and one which we make no apology for repeating) is that a single currency is 

workable only where there is a single budgetary process. Within the dollar area, individual States 

have limited tax and spending powers, but the over-arching budget is set in Washington.  

In the absence of a centralised budgetary process, the Eurozone economies have followed an all-

too-predictable path. Countries like Greece took full-advantage of the German-equivalent interest 

rates that Euro membership conferred upon them, running unsustainable deficits and racking up 

huge debts. Meanwhile, labour costs in the southern European countries have escalated, with lethal 

implications for competitiveness. 

Recent efforts to resolve some of these problems look like yet another case of “too little, too late”. 

Movement towards central budgeting, though necessary, look both tepid and tardy, and bail-out 

funds look far too small. 

For Britain, it would be easy to retreat behind the White Cliffs and to view the travails of her 

continental neighbours with shadenfreude and disdain. Given the scale of trans-national debt, and 

the importance of trade with the Eurozone, this would be a grave mistake. 

Britain needs to put her own house in order, but she also needs to seek pro-active co-operation with 

Europe. Which - comme toujours - includes France.       

 

 

 

 

 

Dr Tim Morgan 

Global Head of Research 
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Historical Notes 

1. Entente Cordiale, 1904 

The Entente Cordiale, signed by Britain and France on 8th April 1904, comprised a series of 

agreements covering peaceful relations and colonial demarcation between the two countries. Both 

nations also signed separate agreements with Russia.  

Collectively, these treaties created the Triple Entente, which was to define one side in the First World 

War, the other being the Triple Alliance of Germany, the Austro-Hungarian Empire and, theoretically, 

Italy.   

2. Dunkirk, May 1940 

The prolonged “phoney war” ended on 10th May 1940, when German forces swept into the Low 

Countries and France, side-stepping the Maginot Line in the process. The French and British air 

forces were outnumbered by the Luftwaffe, whilst the static Allied armies, outmanoevered by the 

mobility of the German army, collapsed to defeat in barely a fortnight. By 26th May, when it was clear 

that the Battle of France was lost, British Prime Minister Winston Churchill ordered Operation 

Dynamo, the evacuation of the British Expeditionary Force (BEF) from the beaches and harbour of 

Dunkirk.  

Helped by uncharacteristic vacillation by the Wehrmacht (for which Field Marshall Gerd von 

Rundstedt, rather than Hitler, seems to have been responsible), 338,226 soldiers (198,229 British 

and 139,997 French) were evacuated over a nine-day period, primarily by about 700 of the famous 

“little ships”.  

The operation concluded on 3rd June, and Paris fell to the Germans eleven days later. Though the 

“miracle” of Dunkirk was regarded quite rightly as a triumph, Churchill warned that “wars are not won 

by evacuations”. The loss of almost all of the BEF’s arms and equipment contributed to Britain’s 

increasing financial dependence on America.      

3. Oran, July 1940 

After the fall of France and the creation of the Vichy regime, Britain was concerned that the powerful 

French navy might fall into German hands. Had this happened, it could have eroded Britain’s naval 

advantage over Germany.  

Some units of the French Navy were in harbour in France, some sailed to Britain or to British-

controlled Eqypt, and the Royal Navy forcibly took over the giant submarine Surcouf in Plymouth.  

But the single most important concentration of French warships, comprising the modern 

battlecruisers Strasbourg and Dunkerque, the elderly battleships Provence and Bretagne, a seaplane 

tender and six destroyers, was at the port of Mers-el-Kebir near Oran in French-controlled Algeria.  

On 3rd July 1940, British Admiral Sir James Somerville presented Admiral Marcel-Bruno Gensoul 

with an ultimatum which proposed that the French ships should either (a) join the British and fight on, 

(b) sail to internment in British ports (the reduced French crews being repatriated), (c) sail with 

reduced crews to French ports in the Caribbean, or (d) be scuttled in Mers-el-Kebir. 
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Admiral Gensoul seems to have vacillated, though the chaos in France meant that he could not 

communicate with his superior officer, Admiral Darlan, who was in transit from Paris to Vichy. 

Eventually, HMS Hood, Resolution, Valiant and Ark Royal attacked the French ships, sinking 

Bretagne and crippling most of the others, with the notable exception of Strasbourg, which escaped 

to France. French casualities totalled 1,297 men killed and about 350 wounded.  

Eventually, Dunkerque, Provence and some smaller vessels were repaired sufficiently to sail to 

Toulon, where they were scuttled before a German attempt to seize them on 27th November 1942. 

Some have argued that the scuttling of these vessels proved that French ships would never have 

fallen into German hands, and that the British action at Mers-el-Kebir therefore was not necessary. 

But this argument ignores the facts (a) that Britain could not know this with any confidence in July 

1940, and (b) that, if the French ships had been seized by the Germans, the course of the war could 

have been very different.             

4. Suez, 1956 

The Suez crisis began when Egytian leader Colonel Gamal Abdel Nasser nationalised the Anglo-

French Suez Canal on 26th July. Simultaneously, Egypt closed both the canal and the Straits of 

Tiran to Israeli shipping. Despite oppositon from Washington, Britain, France and Israel decided to 

launch a military intervention against Egypt. 

On 29th October, Israeli troops moved into Sinai, and captured Sharm-el-Sheikh. Following an 

ultimatum on 30th October, Britain and France implemented Operation Musketeer on the following 

day. France had deployed the battleship Jean Bart and the aircraft carriers Arromanches and La 

Fayette to the region, whilst British forces included the carriers Eagle, Albion, Bulwark, Ocean and 

Theseus, the latter two ships launching the first combat deployment of helicopters. In early 

November, British and French troops occupied the Canal Zone.  

Whilst the military operation was proceeding successfully, significant public protests against the war 

were taking place in Britain. More significantly, international opinion was swinging against the 

intervention, and the United States was concerned that support for the war undermined its protests 

over the Soviet invasion of Hungary. On 30th October, Britain and France vetoed a US motion which 

called upon Israel to withdraw.  

Thwarted in its diplomatic efforts, the US began to exert financial pressure on Britain by preventing 

the IMF from assisting the UK. President Eisenhower ordered Secretary of the Treasury George M. 

Humphrey to prepare to sell part of the American government’s sterling bond holdings. Chancellor of 

the Exchequer Harold Macmillan advised Prime Minister Anthony Eden that America was fully 

prepared to carry out this threat. Macmillan warned that the ensuing devaluation of sterling could 

overwhelm Britain’s meagre foreign exchange reserves, and that Britain might run out of vital oil and 

food supplies. It has subsequently been suspected that Macmillan may have exagerrated the 

dangers of the situation in order to force Eden from office.  

On 6th November, Britain announced a cease-fire without warning France or Israel in advance. 

British and French forces withdrew, being replaced by UN peacekeeping troops. Israel withdrew from 

Sinai in March 1957 after destroying railways, roads and telephone lines.  
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The collapse of the Suez invasion underlined the fact that Britain (and France) were no longer first-

rank powers, and had a fundamental impact on British self-belief. Eden resigned on 9th January 

1957, and was replaced by Macmillan.  

The relationship between France and the US never really recovered from Suez. France also viewed 

British behaviour with something close to contempt, believing that the UK had buckled under 

American pressure, letting down France (and Israel) in the process. Subsequently, President Charles 

de Gaulle endeavoured to prevent the UK from joining the European Economic Community, the 

forerunner of the European Union.                          
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