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KEY INSIGHTS 

◆ France’s fiscal reckoning is a warning about delayed adjustment. Its present strain did not arise 

because social protection lacked value, but because decades of pensions, health benefits, transfers and 

public-service commitments hardened into permanent expectations while growth, recurring revenue and 

the political room for reform weakened. France is now confronting the difficult arithmetic of redesigning 

protections after the social compact has already outrun the fiscal base. 

⌁ The lesson is not austerity; it is financing discipline before expectations harden. Social protection 

remains essential, but permanent benefits must be matched by productivity, durable revenue and a 

credible capacity to fund them across economic cycles. Once temporary support becomes an assumed 

entitlement, even necessary reform is experienced as a loss. 

▦ Guyana is not France—but France shows what Guyana should avoid. Guyana enters this period 

with exceptional growth, petroleum income, the NRF, concessional financing and a comparatively 

balanced support framework. The risk is not today’s fiscal position; it is allowing temporary oil-funded 

measures, subsidies and recurrent commitments to become permanent claims that the non-oil economy 

cannot sustain after petroleum revenues taper. 

◇ Guyana’s headline debt-to-GDP ratio does not tell the whole story. The petroleum sector greatly 

enlarges total GDP, but only royalties, profit oil, taxes and NRF transfers flow to the State. With public debt 

of US$10.3 billion against non-oil GDP of about US$10.0 billion, the debt-to-non-oil-GDP ratio already 

stands near 103 per cent—a measure of structural exposure, not evidence of an immediate debt crisis. 

↗ The 2045 pressure test converts that lesson into a practical fiscal rule. If debt and non-oil GDP 

both grow at 7 per cent, the ratio remains near 103 per cent; if the recent US$2.6 billion annual debt 

increase continues, it rises to about 165 per cent. Strong growth alone therefore produces no 

deleveraging. Oil can finance the transition, but durable fiscal space requires the non-oil economy and 

recurring revenue to grow persistently faster than debt and permanent commitments. 

France: when the social compact outruns the fiscal base 

France’s present instability sits within a wider fiscal and economic strain: a large public-debt burden, 

weak growth, rising interest costs and mounting expenditure pressures are forcing reforms that 

successive governments have struggled to advance. 

This is not simply a story about one budget, protest or administration. It is the collision between a long-

established welfare model, a constrained fiscal position and a political system unable to agree on who 

should bear the adjustment. 

France is not undergoing a formal sovereign debt restructuring. But it is facing a serious fiscal-

consolidation problem. The IMF has warned that high deficits and debt, combined with modest growth 

and spending pressures from ageing, defence, the green transition and other demands, require a 

credible multi-year adjustment strategy. imf.org The OECD similarly notes that higher interest rates are 

putting debt sustainability under pressure, while political uncertainty and a hung parliament have made 

consensus on fiscal reform increasingly difficult. OECD. France’s present difficulty is rooted in the 

accumulated scale of its social compact.  

 

https://www.imf.org/en/publications/cr/issues/2026/07/21/france-2026-article-iv-consultation-press-release-staff-report-and-statement-by-the-577911?utm_source=chatgpt.com
https://www.oecd.org/en/publications/oecd-economic-surveys-france-2026_e88a1716-en/full-report/putting-public-finances-on-a-sustainable-path-while-boosting-long-term-growth_a7381159.html?utm_source=chatgpt.com
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Over decades, the country built comparatively generous public pensions; universal health insurance 

with extensive reimbursement; unemployment insurance; paid sick leave and daily sickness 

allowances; family and child benefits; housing assistance; minimum-income and disability support; 

subsidised childcare and parental leave; and a large public-service apparatus delivering education, 

transport and other social services. Each programme has a defensible social purpose.  

The difficulty is cumulative: when entitlement growth, demographic ageing and service expectations 

persistently outrun the productive base and revenue capacity, the State eventually has to ration, reprice 

or redesign benefits that citizens have come to regard as permanent. 

“The danger is not social protection itself. It is allowing permanent 

promises to outrun the productive and revenue base that must finance 
them.” 

The welfare commitments now under pressure 

• Public pensions and indexation. The 2023 reform sought to raise the minimum retirement 

age progressively to 64 and lengthen contribution requirements. The 2026 social-security law 

suspended part of that timetable through 2027, while providing for reduced pension increases 

during 2027–2030. The draft consolidation package also proposed freezing pensions and other 

benefits at 2025 levels—a real reduction through non-indexation rather than formal abolition. 

• Healthcare and sickness benefits. Measures included higher patient deductibles and fixed 

contributions for medicines, consultations, procedures and transport; tighter certification and 

duration rules for sick leave; and closer control of daily allowances. 

• Long-term illness coverage. Proposed changes to the affection de longue durée framework 

would review eligibility and allowance rules, narrow some exceptional treatment and place 

greater emphasis on prevention and standard insurance limits. 

• Family, housing and income support. Proposals would tighten enhanced family allowances, 

freeze housing assistance, disability benefits and other transfers, even as a new targeted birth-

leave benefit is introduced. 

• Tax concessions linked to the social settlement. The consolidation debate has targeted 

pensioner deductions, school-fee relief and other exemptions, while a freeze in income-tax 

thresholds was proposed to raise revenue through fiscal drag. 

The precise mix has shifted through parliamentary bargaining, with several measures softened, rejected 

or delayed. France is not dismantling its welfare state in one stroke; it is trying to slow expenditure 

growth, increase household contributions, tighten eligibility, reduce indexation and raise revenue 

around a still-large social model. The narrow passage of the 2026 social-security budget and partial 

suspension of the pension reform show why delayed adjustment becomes harder: the arithmetic 

requires change while the politics resists almost every instrument. 

The protests cannot be reduced to fiscal reform. They also reflect cost-of-living pressures, education 

conditions, youth frustration, labour discontent, political fragmentation and declining confidence in 

institutions. On 17 October, French authorities estimated 550,000 demonstrators nationwide, while 

organisers estimated 800,000; violence, looting and damage accompanied major demonstrations in 

several cities. lemonde.fr 

But fiscal pressure is unmistakably part of the background. When the public balance sheet becomes 

constrained, every social and political question becomes harder. The State can no longer finance every 

demand, cushion every shock, subsidise every sector or postpone every reform. The political economy 

becomes a contest over distribution: who loses support, whose benefit is cut, whose tax is raised, and 

whose interests are protected. 

https://www.lemonde.fr/en/france/article/2026/10/18/october-17-french-protests-crowds-marched-through-the-streets-before-violence-looting-and-chaos-broke-out_6758725_7.html?utm_source=chatgpt.com
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The SphereX reading: social protection requires a financing architecture 

This SphereX analytical note is not an argument against social protection. It is an argument about cost, 

design and financing. France shows how socially defensible protections can become open-ended 

commitments whose growth outpaces productivity, revenue and fiscal capacity; once embedded as 

expectations, reform is experienced as loss even when the model is no longer financially sustainable. 

Guyana is not a welfare state in the French sense and does not face France’s fiscal predicament. Its 

more balanced mix of targeted transfers, subsidies, public services, pensions, grants and cost-of-living 

support is underpinned by strong growth, petroleum revenues, rising national savings and favourable 

debt metrics. Properly calibrated, these measures are affordable, socially necessary and supportive of 

cohesion. The lesson is not to withdraw support, but to preserve the balance that keeps it sustainable. 

That lesson applies to policymakers and the wider public. In an era of abundance, expectations can 

rise faster than permanent fiscal capacity: citizens reasonably expect oil wealth to improve incomes, 

services and living standards, while governments may respond through larger transfers, subsidies, 

public employment and recurrent spending. Yet petroleum income is temporary and entrenched 

obligations are difficult to reverse. The national compact must therefore combine meaningful support 

and ambitious development investment with recognition that not every demand can become a 

permanent claim on the Treasury. 

The Guyana lesson is not restraint for its own sake. It is to distinguish what oil can finance temporarily 

from what the non-oil economy can sustain permanently. A headline debt-to-GDP ratio compressed by 

a large petroleum sector may indicate near-term borrowing space, but it does not measure the burden 

that survives the oil cycle. The more relevant test is whether debt, debt service and recurrent 

commitments remain manageable relative to non-oil GDP and non-oil revenue—the productive and 

taxable base that must carry the State when petroleum output and transfers taper. France is confronting 

this question after expectations hardened; Guyana can address it before they do. 

“Oil can finance the transition. Only the non-oil economy can sustain 
the settlement.” 

 

Guyana: fiscal discipline in an era of abundance 

Guyana’s exceptional growth, a current-account surplus, rising petroleum income, an accumulating 

Natural Resource Fund, substantial multilateral and concessional financing, and a liquid, well-

capitalised banking system provide genuine fiscal and external buffers. But strength should sharpen 

discipline. The question is not simply whether Guyana can borrow more today, but whether each 

additional obligation expands the productive capacity of the non-oil economy that will ultimately service 

it. 

Debt-to-total-GDP remains useful for international comparison, but it is an incomplete measure of 

Guyana’s fiscal capacity. Its denominator includes the exceptionally large gross value added of a finite, 

substantially foreign-owned offshore petroleum sector, while the Treasury captures only the associated 

royalties, profit oil, taxes and NRF transfers—not each dollar of oil-sector output. Total GDP can 

therefore rise much faster than the permanent tax base, causing the ratio to fall even as debt, interest 

costs and recurrent obligations increase. This denominator effect is not a statistical error, but without 

qualification it can overstate how much debt the domestic economy can carry beyond the oil cycle. 

Debt-to-non-oil GDP applies the durability test by comparing public debt with the agriculture, 

manufacturing, construction, services, commerce and other domestic activity that remains after 

petroleum output declines. It does not imply that non-oil GDP alone services debt today or that 

petroleum revenues should be ignored; oil receipts and the NRF materially strengthen the sovereign 

balance sheet. Rather, non-oil GDP is the more durable proxy for the future income, employment and 

taxable activity supporting principal and interest when exceptional petroleum inflows diminish.  
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Debt service to non-oil revenue is the companion indicator, showing how much recurring domestic 

revenue is committed before salaries, pensions, healthcare, education, maintenance and social support 

are financed. 

The contrast is material. With public debt of approximately US$10.3 billion and non-oil GDP of about 

US$10.0 billion in 2025–26, debt is already roughly equivalent to the current non-oil economy. This 

estimate is, however, based on the existing real GDP series at 2012 prices. The long-overdue rebasing 

of the national accounts, expected in 2027, should raise the measured level of real non-oil GDP and 

therefore mechanically lower the debt-to-non-oil-GDP ratio. The present ratio should consequently be 

treated as a pre-rebasing structural indicator rather than a fixed benchmark; once the rebased series 

is released, the starting value and all related projections should be recalibrated. This is not evidence of 

present insolvency or crisis; petroleum revenues, concessional financing and the NRF materially 

strengthen the sovereign position. It is a structural exposure indicator. The test is whether debt growth 

is matched by productive non-oil assets, exports, incomes and recurring revenue. Borrowing that builds 

this capacity strengthens the denominator; borrowing for consumption, poorly sequenced projects or 

permanent recurrent commitments leaves the liability after the oil denominator recedes. The ratios 

should therefore be read together. Debt-to-total-GDP describes current macroeconomic scale; debt-to-

non-oil GDP tests durability; and debt service to non-oil revenue shows the recurring fiscal claim. 

Together they distinguish borrowing that is affordable during the boom from debt that remains 

sustainable across the resource cycle. 

A practical 2045 stress test 

This screening model starts from a 2026 public-debt endpoint of US$10.3 billion and a 2025–26 non-

oil GDP base of approximately US$10.0 billion. The opening debt-to-non-oil-GDP ratio is therefore 

about 103 per cent: the public-debt stock is already approximately equal to the size of the non-oil 

economy. The model carries non-oil GDP forward for 19 years at 7 per cent real growth—the IMF’s 

approximate medium-term rate—and tests that path against a constant debt stock, debt growth of 7 per 

cent annually, and continuation of the recent US$2.6 billion annual increase in debt, all in constant 2026 

dollars through 2045. 

This is deliberately a pressure test, not an official forecast. It asks a stricter question than whether 

Guyana can service its obligations during the petroleum boom: starting from a pre-rebasing debt burden 

estimated at roughly 103 per cent of non-oil GDP, does the durable economy grow faster than the 

public-debt stock—and by enough to reduce the ratio materially—before Stabroek output moves further 

down the declining side of the plateau? The 2027 rebasing is expected to increase the measured non-

oil GDP denominator and lower the reported ratio. As an illustrative sensitivity range, holding public 

debt at US$10.3 billion, an upward revision of 5–20 per cent to the current US$10.0 billion non-oil GDP 

estimate would reduce the starting ratio from 103 per cent to approximately 98–86 per cent: about 98 

per cent with a 5 per cent uplift, 94 per cent with a 10 per cent uplift, 90 per cent with a 15 per cent 

uplift and 86 per cent with a 20 per cent uplift. These are mechanical sensitivities rather than forecasts 

of the official rebasing outcome; the model’s starting ratio and 2045 scenario values should be 

recalibrated when the rebased series becomes available. Rebasing will improve the statistical 

measurement of the denominator, but it will not by itself alter the underlying fiscal rule that sustainable 

deleveraging requires non-oil output and recurring revenue to grow faster than debt and permanent 

commitments. 

The revised starting point materially sharpens the result. At 7 per cent annual real growth, a US$10.0 

billion non-oil economy grows to approximately US$36.2 billion by 2045. Holding the debt stock at 

US$10.3 billion reduces the ratio from about 103 per cent to 28 per cent. If debt instead grows at the 

same 7 per cent rate as non-oil GDP, it reaches approximately US$37.3 billion and the ratio remains 

essentially unchanged at about 103 per cent: strong growth alone produces no deleveraging when debt 

expands at the same pace. Under the central pressure case, continuation of the recent US$2.6 billion 

annual increase lifts debt to US$59.7 billion and debt-to-non-oil GDP to approximately 165 per cent. 

The ratio therefore falls decisively only when non-oil growth persistently exceeds debt growth. That is 

the operative fiscal rule obscured by the headline debt-to-total-GDP ratio.  
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EXHIBIT 1. Illustrative public-debt pressure test to 2045 

Constant 2026 US$; US$10.0bn non-oil GDP base; SphereX screening model, not an official forecast1 

Scenario 2045 non-oil 

GDP 

2045 public 

debt 

Debt / non-oil 

GDP 

Debt stock held at 2026 level US$36.2bn US$10.3bn 28% 

Debt grows at 7% annually US$36.2bn US$37.3bn 103% 

Recent annual debt increase of US$2.6bn 

continues 

US$36.2bn US$59.7bn 165% 

 

“At a 103 per cent starting ratio, growth is not enough: the non-oil 
economy must grow persistently faster than the debt stock.” 

 

The NRF materially strengthens the national balance sheet, but should not be netted against gross debt 

without qualification. SphereX’s base case projects a real NRF balance of approximately US$83.9 

billion by 2041 under the stated production, price, return and statutory-withdrawal assumptions. This 

powerful buffer remains a stabilisation and intergenerational asset exposed to oil-price, production, 

withdrawal-rule and market-return risk. It improves debt resilience without making the composition, 

pace or productivity of borrowing irrelevant. The decisive test is whether debt and petroleum transfers 

build energy reliability, logistics, agriculture, industrial capability, human capital, financial-market depth 

and institutions that raise the non-oil tax base before receipts taper. 

A practical policy architecture for Guyana 

01  Protect support, test permanence. Preserve targeted social support, but place every permanent 

benefit, subsidy and payroll commitment against a medium-term non-oil revenue test. Temporary oil-

funded relief should not become an automatic recurrent entitlement. 

02  Use the right fiscal dashboard. Retain debt-to-total-GDP for international comparability, but use 

debt-to-non-oil GDP, debt service to non-oil revenue, the non-oil primary balance and clearly defined net-

debt measures for domestic fiscal decisions. 

03  Make borrowing expand the denominator. New debt should principally finance energy, logistics, 

productive infrastructure, human capital, technology and institutional capacity that enlarge future non-oil 

output and recurring revenue—not substitute for petroleum transfers in routine consumption. 

04  Institutionalise the 2045 test. Publish a rolling fiscal stress test covering debt, interest costs, 

recurrent expenditure, contingent liabilities, oil production, NRF deposits and withdrawals, and alternative 

non-oil growth paths. 

05  Preserve the NRF’s balance-sheet role. Separate the legal withdrawal ceiling from what the 

economy can absorb efficiently, protecting the Fund’s stabilisation and intergenerational functions. 

The objective is neither austerity nor indiscriminate spending. It is disciplined abundance: use 

today’s exceptional fiscal space to build the economy capable of sustaining tomorrow’s social 

compact. 

 

 
1 Assumptions and caveats: Public debt begins at US$10.3 billion and non-oil GDP at US$10.0 billion, giving a 103 per 

cent opening ratio. Over 2026–2045, non-oil GDP grows at 7 per cent annually in constant 2026 US dollars; debt is held 
constant, grows at 7 per cent, or increases by US$2.6 billion a year. The scenarios are illustrative, not forecasts, and 
exclude inflation, exchange-rate effects, financing costs, contingent liabilities and policy or growth feedback. Petroleum 
receipts, concessional financing and the NRF remain material buffers; the ratio is used solely to test fiscal durability 
beyond the oil cycle. 
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ABOUT SPHEREX 

SphereX Professional Services Inc. is a Guyana-headquartered, finance-led advisory firm specialising in 

investment readiness, capital structuring, project finance, economic and market intelligence, governance 

and strategy execution. Founded in 2022, SphereX combines rigorous analysis, regional insight and 

execution discipline to support governments, institutions and private-sector clients in Guyana and the 

Caribbean. Its work is anchored in evidence, confidentiality, integrity and practical outcomes—helping 

clients mobilise capital, strengthen decision-making and build sustainable enterprise value. 

Finance-led advisory. Applied intelligence. Disciplined execution. 

165 Waterloo Street, Regus Building, Georgetown, Guyana  |  info@spherexgy.com  |  +592 652-1995  |  

www.spherexgy.com 
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