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Privatised Keynesianism and the state-enhanced
diversification of credit: the case of the French
housing market

Gertjan Wijburg

Department of Geography & Tourism, KU Leuven/University of Leuven, Leuven, Belgium

ABSTRACT
In 2008, it became clear that the pre-crisis growthmodel of privatised Keynesianism
was at least temporarily undermined by the global financial crisis. Instead, housing
scholars started pointing out that the combination of reduced home ownership
and the resurgence of private landlordism indicated a shifting approach to housing
wealth in capitalist societies. However, this research on the housing market of
France demonstrates that the rise of private landlordism does not necessarily
undermine home ownership. Unlike in many other European countries, pre-crisis
credit expansion in France was not only targeted at homeowners, but also at
private landlords and buy-to-let investors that used state-authorised credit loans to
fund investments in the private rental sector. Because the rise of private
landlordism in France has rather complemented than undermined home
ownership, this paper shows that privatised Keynesianism in France has both
linked homeowners and private landlords to extensive housing debt.

KEYWORDS Privatised Keynesianism; private landlordism; home ownership; asset-based welfare; France

Introduction

Over the past decade or so, various housing scholars have addressed how
housing markets in Western Europe, the United States and emerging econo-
mies have become widely integrated in and through global financial markets
(Aalbers, 2016; Jord�a, Schularick, & Taylor, 2014). Privatised Keynesianism has
become a central concept for understanding this development and refers to
a ‘system of markets alongside extensive housing and other debt among low-
and medium-income people linked to unregulated derivatives markets’
(Crouch, 2009, p. 382). Although privatised Keynesianism is typically perceived
as a finance-led growth regime in which public debt of governments is
replaced by private debt of corporations and households (Crouch, 2011),
housing scholars have pointed out that the extensive growth of mortgage
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debt associated with this regime is often fiscally and financially encouraged
by governments that seek to switch households from the public housing sec-
tor into the private sector (see e.g. Jacobs & Manzi, 2017; Watson, 2010).
Therefore, privatised Keynesianism or ‘house price Keynesianism’ can also be
perceived as a partially state-enhanced asset-based welfare regime in which
households can compensate for reduced income and welfare by continually
trading up the value of their housing assets (Aalbers & Christophers, 2014;
Watson, 2010).

Nonetheless, various housing scholars have started pointing out that the
pre-crisis growth regime of privatised Keynesianism was at least temporarily
undermined in the aftermath of the global financial crisis (GFC) (Aalbers,
2015; Crouch, 2011). While housing markets across the advanced, capitalist
world collapsed and wider access to home ownership decreased, asset-based
welfare through owner-occupied housing seemed to be out of reach for wide
strata of the population (Forrest & Hirayama, 2015; Ronald, Lennartz, & Kadi,
2017). Instead, the combination of reduced homeownership and the resur-
gence of private landlordism was seen as a shifting approach to housing
wealth and welfare security (Forrest & Hirayama, 2009; Ronald & Kadi, 2016).
Furthermore, the shift to private landlordism was accompanied by a rather
extreme intergenerational housing wealth polarisation between older genera-
tions and younger adults (Arundel, 2017; Kemp, 2015). Or, as Ronald et al.
(2017, p. 174) put it: ' the resurgence of private renting [is] driven by growing
demand among younger adults excluded from home ownership, and the
buying up of housing to let by those already embedded in the market’.

Although this paper recognises this regressive trend in advanced, capitalist
societies, it still considers the rise of private landlordism as an integral part of
the pre-crisis growth regime of privatised Keynesianism. First, this paper calls
for a more holistic conceptualisation of privatised Keynesianism as a regime
that not only turns homeowners into ‘modern investment subjects’ (Watson,
2010). Far more than a policy regime that merely promotes mortgaged home
ownership, privatised Keynesianism is a flexible regime of accumulation,
which potentially links different kinds of households to housing debt, includ-
ing private landlords (Crouch, 2011; Fernandez & Aalbers, 2016). Second, this
paper argues that the resurgence of private landlordism must not be per-
ceived as a undermining, but rather as a deepening of privatised Keynesian-
ism, even though it is accompanied by reduced asset-based welfare
opportunities (cf. Ronald et al., 2017). While previous generations of home-
owners that have benefited from rising house prices in the past are now
switching their previously accumulated housing wealth into the private rental
sector, privatised Keynesianism is essentially reconstituting itself by expand-
ing into another segment of the market (Kemp, 2015). However, since
national housing markets are unevenly developed ‘systems in motion’, this
more regressive phase of privatised Keynesianism is not as strong in all
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national housing systems, i.e. is variegated across time and space (cf. Fernan-
dez & Aalbers, 2016).

In order to make this argument, this paper revolves around a national case
study of the French housing market which is traditionally known for state-
developmentalism, a hybrid housing structure and relatively low mortgage
debt and home ownership levels (Driant, 2010; Schwartz & Seabrooke, 2009).
Nonetheless, the French housing system can be seen as an perfect example
of how privatised Keynesianism can link both homeowners and private land-
lords to extensive housing debt (Trouillard, 2014). Following various housing
reforms in the 1970s and the 1980s, the French developmental state progres-
sively reduced its subsidies to the social housing sector and introduced new
housing policies to boost the private housing sector (Driant, 2010; Gobillon &
le Blanc, 2008). Rather than merely supporting home ownership, French-style
privatised Keynesianism also promoted private landlordism in the private
rental sector. Therefore, pre-crisis debt expansion in France was not mainly
targeted at homeowners, but also at private landlords and buy-to-let invest-
ors that funded the production of new private rental homes (Gobillon & le
Blanc, 2008; Pollard, 2010b). Or, as the French economist Alain Lipietz (2013,
p. 11) puts it: ‘the real estate bubble occurs… but its mechanism is much
more “monopolistic”, that is to say, controlled. The loans come from banks,
not from brokers, and go to owner-occupiers, but also to private landlords’.1

First, by reconstructing France’s pathway to privatised Keynesianism and a
diversified credit system, this paper contributes to the ongoing yet loosely con-
nected debates on privatised Keynesianism, private landlordism and the financi-
alisation of housing in advanced, capitalist societies (see e.g. Aalbers, 2016;
Crouch, 2009; Ronald et al., 2017; Wijburg & Aalbers, 2017a). In doing so, it not
only shows that privatised Keynesianism can link different kinds of households
to extensive housing debt, but also that the regressive turn to private landlord-
ism in post-crisis housing systems is variegated across time and space (Fernan-
dez & Aalbers, 2016; Schwartz & Seabrooke, 2009). Second, by highlighting how
commercial banks and private property developers use the money from private
landlords to construct new housing units, this paper also highlights an important
supply-side characteristic of privatised Keynesianism that is often disregarded by
the literature (but see Romainville, 2017; Sanfelici & Halbert, 2016). In other
words, this paper presents a national case study where besides commercial
banks also private property developers play a key role in sustaining privatised
Keynesianism (see also Pollard, 2011; Van Loon, 2016).

In the next section, this paper develops the argument that, rather than two
fundamentally different approaches to housing wealth, home ownership and
private landlordism are crucial part of the same growth regime: privatised
Keynesianism (cf. Fernandez & Aalbers, 2016). Subsequently, this paper recon-
structs the advent of privatised Keynesianism in France by reflecting on the
legacy of housing policies and on the increased connections between French
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commercial banks and the domestic property sector (Pollard, 2007; Tutin &
Vorms, 2014). Thereafter, this paper concludes that for the moment private
landlordism and home ownership in France do not undermine, but rather
complement each other. Nonetheless, it is not inconceivable that the French
housing system will move in the same direction as the United Kingdom in the
near future: the number of private landlords is increasing faster than the num-
ber of new homeowners that take mortgages.

Privatised Keynesianism as a flexible regime of accumulation

Privatised Keynesianism has become widely known as the unacknowledged
but neoliberal successor of Keynesianism–Fordism: a policy regime in which
households, rather than the state, take up credit to stimulate the economy
(Aalbers & Christophers, 2014; Crouch, 2009). While the advent of privatised
Keynesianism was strongly tied to national housing systems, the literature
has shown that a secular tendency towards higher mortgage debt levels and
house price inflation can be observed in most advanced, capitalist societies
(Andrews, S�anchez, & Johansson, 2011; Jord�a et al., 2014). Yet, the extensive
growth of mortgage debt among households cannot be attributed to ‘finan-
cial deregulation’ alone. In practice national governments still provide fiscal
and financial support to the promotion of home ownership as they aim to
shift tenants from the public to the private housing sector (Watson, 2010).
Privatised Keynesianism or ‘house price Keynesianism’ has a potential advan-
tage: increasing housing wealth through debt-fuelled house price inflation
can compensate households for reduced income as long as house prices
remain stable or keep on growing and credit remains available (Crouch, 2011;
Watson, 2010). However, since privatised Keynesianism also links households
to global financial markets, it is not a system without risks (Hay, 2011; Waldron
& Redmond, 2017).

In theory, privatised Keynesianism can link different kinds of households to
extensive housing debt (Crouch, 2011; Wainwright, 2009). Nonetheless, the lit-
erature has barely linked the advent of privatised Keynesianism to develop-
ments in the private rental sector (but see Kemp, 2015; Ronald & Kadi, 2016).
To a large extent, this can be explained by the fact that the private rental sec-
tor is dominantly perceived as a tenure option, and not as a welfare strategy
(Kemp & Kofner, 2010; Soaita et al., 2017). First, rental regulations and tenant
security has made it traditionally more difficult for private landlords to profit
from house price increases, although market reforms across advanced, capi-
talist societies have also liberalised the private rental sector, especially in the
United Kingdom (Kemp, 2015; Ronald, 2008). Second, private landlords have
traditionally funded housing acquisitions with private equity and not with
debt, which suggests that private landlords do not invest in housing with the
intention to profit from capital gains (Kemp & Kofner, 2010).
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However, a burgeoning literature in the United Kingdom and other post-
homeownership societies has shown that private landlords have recently
taken up large sums of housing debt as a means to fund new housing acquis-
itions (Forrest & Hirayama, 2015; Soederberg, 2017). Also, the literature has
highlighted that the number of private landlords, as well as the number of
their activities, have increased significantly from the mid 2000s onward in
countries as varied as the United Kingdom, United States, Japan and Australia
(Arundel, 2017; Forrest & Hirayama, 2015; Ronald et al., 2017). Nonetheless,
the resurgence of private landlordism is often seen as a trend that under-
mines, rather than complements, privatised Keynesianism. Because the resur-
gence of private landlordism in most English speaking countries is
accompanied by reduced home ownership, it is sometimes believed that pri-
vate landlordism indicates a shifting approach to housing welfare character-
ised by a rather extreme intergenerational housing dualisation (Ronald &
Kadi, 2016). In fact, most private landlords are effectively ‘arrived’ homeown-
ers that let out private rental homes to younger adults whose access to
owner-occupied housing has decreased in the wake of the GFC (Arundel,
2017; Ronald et al., 2017).

Although this paper recognises this regressive element, it still considers the
rise of private landlordism as an integral part of privatised Keynesianism. First
and foremost, private landlordism was along with home ownership an impor-
tant policy objective of pre-crisis privatised Keynesianism (Haffner, Elsinga, &
Hoekstra, 2008; Kemp, 2015). While facing a public budget crisis in the 1970s,
national governments imposed restrictions on public expenditure to the
social rental sector and introduced new housing policies to stimulate the pri-
vate rental sector (Harloe, 1995; Jacobs & Manzi, 2017). For instance, the intro-
duction of buy-to-let loans and tax subsidies to private landlords was an
important political instrument to reduce a tight supply of housing (Aalbers,
2015; Vergriete, 2013). In other words, as it linked housing production to the
agency of private actors, privatised Keynesianism also developed a strong
supply-side component in which private landlords would play a key role
(Gibb & Nygaard, 2005; Pollard, 2010b).

Second, the dominant idea that privatised Keynesianism and the financiali-
sation of housing linked mostly homeowners to extensive housing debt dur-
ing the pre-crisis credit cycle, has proven to be empirically inaccurate (Kemp,
2015). First, while commercial banks sought for new sources of borrowers in
the mid 2000s, credit expansion was also targeted at private landlords and
other private actors (Forrest & Hirayama, 2015; Soederberg, 2017). Second,
while private landlords discovered how to make competitive profits in the pri-
vate rental sector, they were turned into ‘modern investment subjects’ too
(Langley, 2006; Watson, 2010). This is, inter alia, reflected in the financial strat-
egies that private landlords use to trade up the value of their assets and to
increase their rental income (cf. Soaita et al., 2017).
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Third, since it requires expanded home ownership to make the transition
to private landlordism possible, the resurgence of private landlordism across
capitalist societies can be understood as a deepening of privatised Keynesian-
ism, rather than as its necessary end point (Ronald et al., 2017). To put it differ-
ently, the switch from home ownership to private landlordism is de facto a
reconstitution and continuation of privatised Keynesianism, however in
another segment of the market and with reduced asset-based welfare oppor-
tunities (Ronald et al., 2017). Yet, since varieties between national housing sys-
tems persist, the rate and degree of this more regressive phase of privatised
Keynesianism is uneven and variegated across countries (Christophers, 2013;
Fernandez & Aalbers, 2016). Most particularly, in countries where multiple ten-
ure options are prevailing, the increase of private landlordism does not neces-
sarily undermine the home ownership project (see also Schwartz &
Seabrooke, 2009).

To demonstrate this point, the next section will focus on the advent of pri-
vatised Keynesianism in France. Although the French market is known for
moderate mortgage debt levels and a hybrid market structure, strong evi-
dence suggests that the rise of home owners and private landlordism is an
essential characteristic of French-style privatised Keynesianism. For instance,
the number of French homeowners rose from 10.7 million in 1984 to 16.4 mil-
lion in 2013. Although only 4.9 million of these homeowners had a mortgage
in 2013, mortgage debt levels as a percentage of GDP increased from 20% in
1995 to 40% in 2012.2 Similarly, the number of private landlords increased
from 5.4 to 6.5 million between 1984 and 2013. Comparative data show that
the total nominal amount of mortgage debt from private landlords increased
from 2 billion euro to 20 billion euro between 1984 and 2013.

To reconstruct the advent of privatised Keynesianism in France, this paper
focuses on several housing reforms by the French government and also on
the role of commercial banks and private property developers that offer finan-
cial services to homeowners and private landlords. The analysis builds on
housing data from the Compte du Logement that covers the period 1984 to
2014. Figure 1 shows the total amount of government subsidies of the French
state to housing between 1984 and 2014. Here we must distinguish between
the ‘aid to bricks and mortar’, i.e. supply-side subsidies to social housing con-
struction, the ‘personal aid’, which includes demand subsidies to homeown-
ers and tenants in the private and social sector, and ‘fiscal aid’, which includes
subsidies to homeownership and tax incentives to promote buy-to-let invest-
ments and to stimulate private housing construction (Driant, 2010). Although
post-war housing policies historically prioritised the aid to ‘bricks and mortar’,
the ‘personal aid’ and ‘fiscal aid’ gained prominence from the 1980s onward.3

The main part of the ‘fiscal aid’ is made up of various modes of reduced VAT
to support the activity of the construction sector.
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Promoting home ownership in France

With around 400,000 houses in France destroyed and around two million
severely damaged during the Second World War, post-war French housing
politics responded to the need to tackle the housing shortage in the country
(Blanc, 2004). In doing so, the state (re)established a financial network around
the Treasury and the (semi)-public bank of the Caisse des D�epôts et Consigna-
tions (CDC). The CDC collected savings from households through traditional
savings accounts and deposits (Shonfield, 1965). The government used its
public bank to offer favourable loans and monetary support to the social
housing sector, collectively known as the HLM (Habitation �a loyer mod�er�e).
The funding of public housing happened mainly through fiscal subsidies and
mortgage loans with a favourable interest rate (Driant, 2010).

However, around the time of the First Oil Crisis in 1973, criticism against
the ‘aid to bricks and mortar’ increased. First, the lacking quality of many
housing estates and the gigantic proportions of many high-rise buildings trig-
gered a debate whether homeownership was preferable to rental housing
(Blanc, 2010). This debate was also inflicted by the enduring problems with
inner city slums and the disappointing results of the social experiments with
high-rise buildings in the grands ensembles around Paris and other metropoli-
tan regions (Driant & Li, 2012; Levy & Fijalkow, 2010). Second, due to the slow-
down of the economy and the First Oil crisis, government expenditure to
welfare and social housing was also widely debated in France (Bourdieu,
2000; Pollard, 2010b). Much like in Great Britain, the gravity in housing poli-
cies shifted to imposing restrictions on public expenditure to social housing

Figure 1. Government subsidies to housing in EUR millions, 1984–2013. Source: Compte
du Logement, 2015.
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and launching private housing construction (Effose, 2003; Jacobs & Manzi,
2017).

It was under the administration of President Giscard D’Estaing and Prime
Minister Barre when a new housing reform was implemented in 1977. While
the French Treasury was traditionally in favour of funding the HLM, a new
elite of state officials in the Ministry of Transport and Planning introduced the
new policies of ‘personal aid’ (Bourdieu, 2000). Rather than extending the con-
struction of social housing through the financial network established by the
CDC, the new state officials actively sought to provide demand subsidies to
homeowners and tenants in the private sector (Pollard, 2010b). The ‘personal
aid’ was implemented to make this group of citizens solvent enough to enter
this market (Driant, 2010). Depending on income and family circumstances,
households would gain financial support to choose between different types
of housing tenure, including the private rental market and the owner-occu-
pied segment (Blanc, 2004; Bourdieu, 2000).4

Although the largest part of the ‘personal aid’ consisted of housing bene-
fits for tenants in the private and social rental sector, homeownership subsi-
dies were also introduced (Driant, 2010). An important component of the
‘personal aid’ was the so-called ‘authorised mortgage loan’ or PC (prêt con-
ventionn�e), which encouraged homeownership among especially low income
households (Blanc, 2004). A specific type of such a authorised mortgage loan
was the PAP (prêt d’accession �a la propri�et�e) which was extended to first-time
home buyers. In this construction, the state financed a share of the interest
payment to the mortgage bank, providing that the mortgage loan was
offered at a fixed rate below market value (Driant, 2010).

In 1995, the French government introduced a new political instrument
which has remained in place until today: the zero-interest loan. The prêt �a
taux-zero (PTZ) replaced the PAP in 1996 and was extended to first-time
home buyers with especially a medium income. Contrary to authorised mort-
gage loans, the zero-interest rate loan is not financed directly by the state,
but rather redeemed through a tax allowance (Pollard, 2010b). The maximum
of the loan depends on family size, income and the geographical location
where the housing unit is located (Gobillon & le Blanc, 2008). The value of the
loan may typically not exceed 20% of the total value of the dwelling and may
not account for more than 50% of the total amount of credit (Gobillon & le
Blanc, 2008). From 2005 until 2011, the PTZ could also be used for the acquisi-
tion of existing housing units, without any obligations to carry out repairs or
renovations (DGTPE, 2010; Pollard, 2010a).

The increased importance of state-authorised mortgage loans over the
years has been displayed in Figure 2. Between 1984 and 1990, the total
expenditure on authorised mortgage loans reached its highest point. Most of
the expenditure on these loans was used by (low-income) households to
fund the acquisitions of new homes. After the abolishment of the PAP and

G. WIJBURG150



other authorised mortgage loans in 1995, the gradual expansion of the PTZ
begins. Overall, the French state has spent between 1 and 2 billion euro annu-
ally on promoting homeownership among households during this period.5

The increased importance of mortgage banks

The advent of privatised Keynesianism in France relied heavily on the capacity
of the French banking sector to provide authorised mortgage loans to house-
holds (Effose, 2003; Trouillard, 2014). In practice, the policies of ‘personal aid’
strengthened the ties of French mortgage banks (Pollard, 2010b). Regarding
market liberalisation, the French government, however, did not choose to
fully liberalise the French mortgage sector but rather opted for a shared risk
model, in which the state subsidised substantial amounts of mortgage credit,
providing that these credit loans would be issued to low-income households
(Gobillon & le Blanc, 2008). Because of this housing policy, French mortgage
banks could expand their mortgage activities to a large group of potential
new homeowners without necessarily being exposed to high default risks,
and simultaneously helping the French government to promote home owner-
ship (Pollard, 2010b).

Between 1977 and 1996, only the Cr�edit Foncier de France and other
Soci�et�e anonyme de cr�edit immobilier (SACI) were allowed to distribute state-
authorised mortgage loans to households (Blanc, 2004). However, with the
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Figure 2. Demand subsidies (PAP and PC) and fiscal subsidies (PTZ) in EUR millions,
1984–2014. Source: Compte du Logement, 2015.
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introduction of the PTZ in 1996, the recently privatised French commercial
banks also obtained the rights to do this (Driant & Li, 2012; Hardie & Howarth,
2009). The banking sector in France is relatively unified, despite ongoing liber-
alisation and internationalisation (Hardie & Howarth, 2009; Wijburg & Aalbers,
2017b). At a domestic level, large French banking groups operate at the inter-
section of mortgage lending, mortgage refinancing and property develop-
ment (Tutin & Vorms, 2014). The three largest French banking groups, BNP
Paribas, Cr�edit Agricole and Soci�et�e G�en�erale own large property companies
and are very active in the construction sector (Boccara, 2014). Due to their
close connections with the property sector, commercial banks have the ability
to coordinate their activities of mortgage lending and property development
in a cost-effective way. At the same time, government support and the autho-
risation of credit loans enabled commercial banks to keep a relatively low-risk
profile without becoming overly reliant on new financial practices, such as
mortgage securitisation (Boccara, 2014; Hardie & Howarth, 2009).

Nonetheless, the French housing market experienced an unprecedented
surge in house prices during the pre-crisis housing boom of 1995–2007
(Friggit, 2011). Contrary to the housing boom in the 1980s, the most recent
housing boom was not limited to the Greater Paris region and also mani-
fested itself in metropolitan regions such as Lyon and Marseille (Davezies,
2012; Tutin & Vorms, 2014). Interestingly, the increase in French house prices
was strongly boosted by the fall of global interest rates and the lenghtening
of the duration of mortgage loans (Driant, 2010; Friggit, 2011). Yet, the
French housing system did not experience a bust in house prices when the
crisis hit (Cusin, 2013; Timbeau, 2013). Furthermore, mortgage debt levels
remained comparatively low, despite a strong increase between 1995 and
2012 (Timbeau, 2013). However, the combined debt levels of homeowners
and private landlords indicate that the French housing system has become
more indebted than is commonly understood (Lipietz, 2013). Therefore, next
section will elaborate on the role of private landlords and private property
developers in the French housing system.

Promoting private landlordism and buy-to-let investments in
France

During the 1980s, the French government and local authorities started experi-
menting with the new housing policies of ‘fiscal aid’ (Vergriete, 2013). Against
the background of stagnant economic growth, the policies of fiscal aid were
introduced to further restrict public expenditure to the housing sector, but
also to promote buy-to-let investments (investissement locatif) in France as a
means to boost economic activity and property-led growth (Pollard, 2010b).
Rather than encouraging institutional investors to invest in new private hous-
ing production, the state mobilised private landlords and other investors to
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do this (Trouillard, 2014). This was also done because many institutional
investors were withdrawing from the housing market and were increasingly
orienting themselves in the commercial property sector (Bosvieux, 2011).

Much like in the United Kingdom, the introduction of tax allowances
enabled buy-to-let investors to deduct large amounts of their investments
from their tax income, providing that the housing units invested in are let out
in the private rental sector for a number of years (Bosvieux, 2005). Yet, con-
trary to the United Kingdom, the policies of fiscal aid in France were mainly
introduced to boost the construction sector and the production of new
homes (Vergriete, 2013). That is to say, state-authorised credit loans were
mostly used to fund new housing production and to reduce the tight supply
of housing in French metropolitan regions (Gobillon & le Blanc, 2008). This
supply-side characteristic of privatised Keynesianism is an important and dis-
tinctive component of the French housing model and also indicates that pri-
vatised Keynesianism was never solely about stimulating aggregate demand
(but see Romainville, 2017; Sanfelici & Halbert, 2016).

Between 1996 and 2012, the politics of ‘fiscal aid’ primarily promoted new
housing construction and buy-to-let investments, without imposing substan-
tial requirements on the level of rental charges (Pollard, 2010b). However, a
new tax incentive introduced in 2012 was accompanied by a rental ceiling to
control rental incomes out of private renting (Scellier & Le Bouillonnec, 2008).
The rental ceiling largely depends on the geographical location where the
housing unit is located and seeks to keep buy-to-let rental units accessible for
low and medium-income households (Gobillon & le Blanc, 2008). By making
distinctions between different geographical locations, the buy-to-let tax
incentives have not only been used to encourage private investments in the
French housing system, but also to direct those investments into the most
‘overheated’ segments of the market in order to keep buy-to-let housing
accessible for low and medium income households (Trouillard, 2014).

Because the policies of ‘financial aid’ essentially introduced tax incentives
to invest in buy-to-let housing, private landlords have increasingly perceived
investing in private rental homes as a financial strategy to offset for reduced
income (Pollard, 2011). As a result, the new fiscal policies have not only
boosted new investments in housing but have also contributed to the rein-
forcement of private landlordism in France, which more than before has
become a patrimonial strategy for wealth accumulation (cf. Forrest & Hir-
ayama, 2015; Soaita et al., 2017). Over the years, private landlords have
increased their willingness to take up mortgage debt to finance their housing
acquisitions (Bosvieux, 2005). Figure 3 shows that private landlords in France
had mostly financed their investments with down payments until the intro-
duction of the ‘P�erissol tax allowance’ in 1996 (Bosvieux, 2005). After the intro-
duction of this tax allowance, mortgage loans became the major source of
funding investments in private rental homes (Pollard, 2010a).
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Another outcome of the fiscal aid-policies is that investments in the private
rental sector have become more responsive to global credit cycles (Driant,
2010). Because buy-to-let investments are typically not only financed with pri-
vate equity, the credit availability in the French banking sector has become
an important variable for determining the annual amounts of buy-to-let
investments in France (DGTPE, 2010). Figure 4 shows that buy-to-let invest-
ments are rather cyclic than constant: new housing construction went up
from 20,000 housing units in 1995 to more than 60,000 housing units in 2005
and even to more than 70,000 housing units in 2010. Interestingly, invest-
ments in buy-to-let housing continued to increase after the outbreak of the
GFC when a stimulus package, accompanied with new tax incentives, was
introduced by the administration of President Sarkozy (Pollard, 2010a).

Regarding the rise of private landlordism, it is important to distinguish
between different kinds of private landlords in France. In 2013, around 15%
of French households owned minimal one extra home next to their private
residence (Insee, 2017: 134). The majority of these households consists of
wealthy and aging couples whose children have left the parental home and
who invest in a second home in the Greater Paris region to secure an income
for retirement. Around 16% of the private landlords in France make use of fis-
cal aid and tax incentives to invest in private rental units (Insee, 2017, p. 155).
On average, these private landlords are in their mid forties and earn a annual

Figure 3. Funding of housing acquisitions by private landlords in EUR millions, 1984–
2013. Source: Compte du Logement, 2015.
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income of more than 70,000 euro and invest primarily in smaller studios and
apartments in the south of France (63%) and Paris (19%) (Cr�edit Foncier,
2017, pp. 8–13). Interestingly, private landlords belonging to the latter group
possess in most cases two private rental units, but higher numbers are not
uncommon: around 18% of this group owns more than six buy-to-let homes
(Les Echoes, 2015).

The increased importance of private property developers

Because housing investments are capital-intensive, buy-to-let investments are
rarely made without the intervention of property developers that mediate
between private investors and local housing markets (Bosvieux, 2005). How-
ever, most property companies that offer services to private landlords and
other investors are not ‘ordinary’ developers that specialise in selling and con-
structing individual housing units. On the contrary, most of these property
companies are (partially) owned by financial institutions and/or are listed on
the French stock exchange (Trouillard, 2014; Tutin & Vorms, 2014). Since com-
mercial banks can increase their profitability by combining credit distribution
and property development, they have become known for commercialising
this niche in the market (Bosvieux, 2005). For instance, commercial banks and
sometimes private property developers offer package deals of personal and
financial aid on their websites in an attempt to attract new customers and
investors (Pollard, 2011; Vergriete, 2013).

Over the past few years, a few large property companies owned by French
banking groups have become known for making this business model more
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Figure 4. New tax-exempt housing construction in total numbers, 1995–2015. Source:
FPI France, 2016.
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mainstream. For instance, Nexity, which was partially owned by the banking
group of the Caisse D’Epargne and more recently has become part of the
banking group BPCE, focused around 66% of its market activities in 2007 on
buy-to-let investments and related services (Pollard, 2007). In 2015, this num-
ber was with 43% still considerably high for the largest listed property com-
pany of the country (Nexity, 2015). Other examples of property companies
which have adopted similar investment strategies are BNP Paribas Real Estate
and Sogeprom, a property company owned by Soci�et�e G�en�erale. Bouygues,
the second largest property company of France, has done the same (Ver-
griete, 2013).

While large property companies prioritise financial motives, pre-crisis hous-
ing construction took mostly place in locations where tax allowances pro-
vided the highest return on investments and where substantial rental
increases could be charged (Scellier & Le Bouillonnec, 2008). For instance,
only 11.7% of the total amount of buy-to-let investments during the pre-crisis
boom was concentrated in the most ‘overheated’ Greater Paris region, where
the profit rates are relatively low because of high land prices and a tight sup-
ply of vacant building plots (Scellier & Le Bouillonnec, 2008). However, a
remarkable number of investments was made in southern France: in the
regions of Lyon (16.6%), Montpellier (11.6%) and Toulouse (11.2%), where
housing supply is also tight, but not as tight as in Paris. This geographical
focus on the south of France was both an economic necessity, but also a
financial strategy to locate investments in more profitable regions (Vergriete,
2013).

For similar reasons, medium and smaller property developers were also
notorious for investing in smaller cities and mid-sized towns as they ‘reasoned
in terms of tax gains without looking at the characteristics of housing and its
location’ (Scellier & Le Bouillonnec, 2008: 29).6 With relatively low land prices
and rent structures not yet fully exploited, buy-to-let investments in these
locations provided higher tax returns than in more overheated markets (Scel-
lier & Le Bouillonnec, 2008). However, local demand for private rental housing
units was not always as high as these developers had hoped during the pre-
crisis property boom (Vergriete, 2013, Chapter 8). The local crises of over-pro-
duction in rural towns such as Albi, Saint-Gaudens, Montauban, Bergerac,
Castres and Angoulême illustrate this (Scellier & Le Bouillonnec, 2008, p. 32).
In response to the crisis, the French state introduced a new system of rental
ceilings in 2012 to prevent future crises of over-production in smaller cities
and regions (Pollard, 2011).

Against this background, it remains a challenge for the French government
to stimulate the production of housing and to stabilise the rental levels in
overheated market segments (Vergriete, 2013). Since the house prices in met-
ropolitan areas of France are currently increasing beyond pre-crisis levels, an
increasing part of the population becomes more reliant on private renting in
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the absence of available alternatives and affordable housing (Lipietz, 2013). In
some locations, buy-to-let investments may satisfy both private landlords and
renters as financial expectations and demand for new private rental homes
can be reconciled. However, buy-to-let investments in other locations may
encourage rentierism as private landlords and the real estate industry know
how to ‘game’ rental and fiscal regulations and make renters pay for their
investment schemes (Bosvieux, 2011; Pollard, 2011). In case of the latter, little
may remain of the democratic promise of privatised Keynesianism as renters
are locked out of the benefits of it (Lipietz, 2013).

In sum, these examples show that large amounts of state-subsidised mort-
gage credit via private landlords and private property developers have been
funnelled into the built environment (Lipietz, 2013). Mortgaged homeowner-
ship in France may have remained comparatively low with only 40% as a
share of GDP. This number, however, conceals that a large proportion of mort-
gage credit of commercial banks was actually issued to private landlords
and – indirectly – to private property companies and the construction sector.
Interestingly, the ascent of private landlordism has hitherto not resulted in a
decline of homeownership rates, a trend that can be observed in many post-
homeownership societies such as the United Kingdom (Forrest & Hirayama,
2015; Ronald, Kadi, & Lennartz, 2015). To the contrary, homeownership rates
in France have stabilised and mortgage debt levels are still increasing (Driant,
2010). However, while the number of new private landlords is increasing
faster than the number of new homeowners that take up mortgages, it is not
unlikely that French-style privatised Keynesianism will evolve into a more
regressive phase in the near future: reinforced private landlordism and
reduced home ownership.

Discussion and conclusion

While the resurgence of private landlordism in advanced, capitalist societies is
generally accompanied by reduced home ownership and uneven housing
opportunities, private landlordism is sometimes perceived as a trend that
undermines an important aspect of privatised Keynesianism: asset-based wel-
fare through home ownership (Kemp, 2015; Ronald et al., 2017). Although
this paper has recognised this regressive trend in advanced, capitalist socie-
ties, it has mobilised the idea that private landlordism is nonetheless an inte-
gral part of privatised Keynesianism. First and foremost, this paper has shown
that private landlordism was already an important component of pre-crisis
privatised Keynesianism as national governments introduced various supply-
side subsidies to boost the private rental sector and new housing production
(cf. Fernandez & Aalbers, 2016). Second, it has mobilised the idea that while
established homeowners are switching already accumulated housing wealth
into the private rental sector, the resurgence of private landlordism is de facto
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a deepening of privatised Keynesianism in another market segment (Kemp,
2015).

In making this argument, this paper has focused on a national case study
of the housing system of France. Much like in other European countries, the
French government started promoting home ownership in the late 1970s,
first among low-income households, later among medium-income house-
holds (Aalbers, 2015). However, a more distinctive element of French-style pri-
vatised Keynesianism is that the state also encouraged private landlords to
invest in the private rental sector and buy-to-let housing (Pollard, 2010b).
As such, French-style privatised Keynesianism can be understood as a flexible
regime of accumulation that both stimulates housing demand and housing
production by linking different kinds of actors and households to each other
(Lipietz, 2013). Rather than claiming that the diversified credit model of
France was purely emphasized by the state, this paper has also shown that
the diversification of credit was a business model which enabled commercial
banks and property developers to optimise their profit rates by alternating
strategically between mortgage lending and property development (Tutin &
Vorms, 2014).

Although the French housing system appears to be resilient and relatively
unexposed to the crisis of 2007–2008 (Tutin & Vorms, 2014), this paper con-
cludes that French-style privatised Keynesianism is not necessarily a stable
growth regime. Overall, it is striking that during the decades of privatised
Keynesianism the tight supply of housing units in ‘overheated’ French metro-
politan regions is still prevalent (Trouillard, 2014; Vergriete, 2013). Further-
more, while combined debt levels of homeowners and private landlords are
quite high and still increasing, household indebtedness in France is signifi-
cantly higher than commonly understood (Lipietz, 2013). Also, the French
programme of stimulating home ownership and buy-to-let housing has spe-
cifically been targeted to medium-income households (Driant, 2010). That is
to say, an increasing number of low-income households are excluded from
‘trading up the value of their housing assets’ in both the owner-occupied and
the private rental segment (Watson, 2010). Last but not least, the case of
France also shows one of the contradictions of privatised Keynesianism or
‘house price Keynesianism’: little remains of the initial policy goal to reduce
public expenditure to the housing sector now that the expenses of ‘personal
aid’ have reached such heights and now that the state is receiving less tax
income due to the provision of ‘fiscal aid’ (Driant, 2010).

Beyond the French context, this paper concludes that a more fine-grained
analysis is required to understand what qualitative transformation post-crisis
privatised Keynesianism has undergone in advanced, capitalist societies. In
this regard, a preliminary working hypothesis can be that in more liberal
countries such as the United Kingdom, the reconstitution of privatised
Keynesianism is strongly accompanied by reduced home ownership and
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uneven housing opportunities among generations and families (Kemp, 2015;
Ronald et al., 2017). Yet, in more non-liberal countries such as France, home
ownership and private landlordism are still co-evolving and rather comple-
ment each other. Nonetheless, this paper also acknowledges that once a
housing systems reaches the stage of expanded home ownership, arrived
homeowners tend to switch their housing wealth into the private rental sec-
tor (cf. Arundel, 2017; Lipietz, 2013). Although we can see this second phase
of privatised Keynesianism only slowly advancing in France, the ongoing
transformations in the UK housing system certainly hold a mirror up to France
and other countries (cf. Fernandez & Aalbers, 2016). The emergence of a new
class of property owners that actively engages in the letting out of state-
subsidized private rental homes is an important phenomenon that deserves
more attention in France (Bosvieux, 2011).

In further investigating the advent and reconstitution of privatised Keynes-
ianism, this paper also points out that it is important not to disregard the leg-
acy of housing policies and domestic policy-making (cf. Jacobs & Manzi,
2017). As the French case shows, the advent of privatised Keynesianism does
not necessarily coincide with a neoliberal restructuring of global finance, but
rather relates to fundamental shifts in domestic housing policies that were at
first implemented in the 1970s (Driant, 2010). Another important conclusion
is that the literature should not only address how global finance pushes
homeowners into more debt, but also explore how credit expansion affect
the supply-side of housing production, private landlords and private property
developers (cf. Romainville, 2017; Van Loon, 2016). Furthermore, the French
case shows that as long as a credit supply is targeted at different sectors of
the housing economy, credit expansion can unfold in a more balanced and
controlled way without necessarily over-leveraging the credit system (Tutin &
Vorms, 2014). Therefore, this paper also calls for more research on ‘moder-
ately financialised’ national housing systems.

In conclusion, this paper addresses an important issue for future research.
In 2009, the French state introduced a new Securitisation Act to boost the sec-
ondary mortgage market (Wainwright, 2015). This new investment act lifted
previous restrictions to the issuance of securitised debts and also allowed
mortgage banks to securitise insurance risks (Birouk & Cassan, 2012; Sego-
viano, Jones, & Lindner, 2015). With a total value of 47 million euro in 2014,
the amount of issued real estate-backed securities in the European Union was
the highest in France (Hypostat, 2015, p. 106). The Securitisation Act of 2009
may be understood as a new measure to make the French banking sector
more competitive (Hardie & Howarth, 2009; Wainwright, 2015). However, it
can also be perceived as a new housing policy of ‘liquid aid’, where mortgage
securitisation is used is as a new political instrument to boost mortgage loans
to home owners and private landlords (Segoviano et al., 2015). To what extent
this evidence indicates that French-style privatised Keynesianism is currently
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moving faster into the direction of the housing systems of English speaking
countries needs to be examined further.

Notes

1. Translation from French by the author.
2. While in an aging society such as the French a majority of homeowners has

already paid off a mortgage, only 30% of the total number of homeowners was
paying an actual mortgage in 2013. The increase of mortgage debt as a percent-
age of GDP from 20% in 1995 to 40% in 2012 is quite substantial in France. Yet,
the actual number is still small in comparison with countries such as the Nether-
lands (110%), the United Kingdom (85%), Ireland (85%) and Sweden (65%).

3. The temporary increase of ‘aid to bricks and mortar’ between 2003 and 2010 can
be explained by the fact that public housing providers (HLM) in France were
allowed to purchase new housing units from private developers. While this
increase may appear as a return to post-war housing subsidies, it is rather a form
of marketisation not discussed in this paper.

4. Effose (2003) and Blanc (2004) have highlighted that many trends towards mar-
ketisation and liberalisation have not solely been induced by the housing reform
of 1977, but were already part of the policy agenda from the 1960s onward.

5. Between 2010 and 2011, the PTZ had no income conditions, which explains the
curve in Figure 2. The decline of the PTZ in 2013, however, was temporary. After
the post-GFC stimulus package had achieved its policy goals between 2009 and
2012, the expansion of the PTZ was halted. However, the introduction of a new
tax decree in 2014, the ‘Pinel tax allowance’, again puts a strong emphasis on the
PTZ as a policy instrument. This effect can be seen in Figure 4, which contains
more recent data on the PTZ and housing transactions.

6. Translation from French by the author.
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