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How Can France Reduce Its Budget Deficit While Protecting Essential Public Services?

Summary


KEY POINTS

1. Social stability and fiscal credibility must be addressed together.
2. Priority services need measurable protections alongside efficiency reforms.
3. A transparent plan should specify who contributes, what is protected and how progress is assessed.


A credible plan is needed in France to reduce its budget deficit and maintain access to essential public services. Distribution of the burden of a reduction in expenditure of France’s public services will need to be carefully managed as social discontent relating to cost of living and education already is a cause for concern. Dismal cuts in front line services are likely to prompt growing disillusionment with public services while continued financing of all new commitments through borrowing threatens to increase the already burdensome budgetary strain in the future. The brief sets out three priorities for budget management: the protection of clearly defined service priorities; a root and branch analysis of all current andksam expenditure and all tax exemptions; and a transparent fiscal plan covering a number of years. As has already been set out elsewhere, temporary assistance is best targeted at those of lowest income in situations of greatest hardship. Revenue, service and distribution impacts on all income groups must be set out by all ministries in support of each measure. A measurable and socially workable attempt to ensure that finances of state are sustainable is needed and public consultation and independent monitoring must support the process of implementation as opposed to substituting for these crucial functions of government in relation to funding and priorities of expenditure.






FRANCE’S FISCAL AND SOCIAL PRESSURES

A wave of demonstrations by students and other groups took to the streets on 17 October 2026 to denounce rising costs of living and of a decreasing number of quality public services. Education was a major catalyst for these protests. (1) For how to distribute the burden of fiscal adjustment?

The updated State debt-service estimate for 2026 is €62.6 billion (compared with €59.3 billion as initially budgeted) and €72.9 billion for 2027. These numbers refer to State debt service, not to total public expenditure and therefore necessitate a realistic financial framework for future commitments.

FISCAL PRESSURE LIMITS ROOM FOR NEW COMMITMENTS

The IMF issues a twice-yearly report on member countries. Its July 2026 assessment of France noted a budget deficit of 5.1% of GDP in 2025, with growth of 0.6% in 2026. It calls for credible consolidation while protecting the most vulnerable and leaving room for planned current expenditures. It is also necessary to define a strategy for both the level of and the composition of spending cuts: reducing the deficit too much by delaying certain maintenance spending will ultimately cost more.

Budget allocations to serve debt servicing face off against other priorities. The average yield on medium- and long-term securities issued by Agence France Trésor in 2026 was 3.55% as an average, against 3.14% in 2025 (2). The whole of the debt is not immediately reset to the new rate. It is, however, necessary to take into account the cost of new borrowings and of the various refinancings.











GENERAL CUTS CAN MISS THE SOURCE OF INEFFICIENCY

Reducing an identical percentage across all ministries is to treat the most efficient programs and the least efficient programs the same. This brief describes the negative consequences of such action on frontline services as well as failure to tackle duplication, ineffective targeting and ineffective procurement. On the other hand, protecting all programs in existence could divert funds away from where they are most needed. The choice will be between different programs, not between more and less spending.

The IMF’s May mission comments note that IMF recommends that France review inefficient expenditure with a view to redistributing funds to priority areas. In view of France’s already high revenue ratio, scope for further increases in taxes is limited, and in particular that there is scope for reviewing inefficient tax expenditures and for improving tax compliance. Review of both current expenditure and tax expenditures is required to bring about necessary adjustment.

SOCIAL ACCEPTANCE REQUIRES A CLEAR DISTRIBUTION OF COSTS

Even though the October mobilisation primarily focused on service quality and purchasing power, it does not necessarily mean that all protesters support the same economic programme. The government should hold consultations with students, trade unions, municipalities and consumers about the respective trade-offs of different measures. However, the elected government should still remain the authority to decide on the budget.
Separating quick wins from changes that need time to bed down to be as effective as possible as well as laying out a clearly specified strategy over several years including a number of different scenarios as suggested in the July IMF assessment (3) and then adding a number of key indicators including a specific time-line, the relevant institution and a realistic forecast as to the likely impact.





PROTECT ESSENTIAL SERVICES THROUGH TARGETED REVIEWS


Prior to setting savings targets, the government should define minimum service objectives for the sectors of education and health. Within the ministries those objectives have to be translated into staffing and maintenance needs and subsequently into requirements for procurement, overlapping programs and administrative costs. By that, the spending efficiency and the priority of needs as demanded by the IMF can be put into practice (3). Protection of individual programs needs to be in line with required services as opposed to the mere protection of already allocated budgets. And in order to control the decrease in costs and the resulting decrease in services, indicators on e.g. the number of vacancies among teachers and the access to health care should be published.

REVIEW TAX RELIEFS AND TARGET HOUSEHOLD SUPPORT

(4) Information on major tax exemptions should include cost, beneficiaries and objectives. Relief(s) lacking evidence of beneficial impact should be reviewed with a specified time frame for implementation or sunset clause and that implementation should be announced well in advance. This is another of the recommendations from the IMF mission to reduce inefficient tax expenditures and increase tax compliance. Temporary relief of cost of living measures should be targeted towards individuals with low incomes. Clearly define who is eligible for assistance and for how long it will be provided. In developing revenue estimates, allow for impact on behavior and do not make permanent commitments on the basis of one-time or uncertain receipts.













ADOPT A TRANSPARENT FISCAL PLAN WITH SOCIAL DIALOGUE

A multi-annual plan with annual targets for the deficit, concrete measures and scenarios for negative developments should be presented to the population and parliament in time. The way the burden is to be shared should be debated with parliament prior to the implementation. A quarterly overview of income, expenditures and service delivery indicators should be published and scrutinized by independent third parties. Should growth fail to materialize, first ineffective expenditures should be cut, before front line services are reduced. This brief describes a predictable sequence of reforms that can maintain the connection between fiscal responsibility and access to essential services for vulnerable households on a temporary basis.


STRENGTHEN TAX ADMINISTRATION

Treasury departments should establish a number of specialist teams dealing with related-party transactions. These teams should receive training in accounting, in valuations and in international tax. Initially audits should focus on the biggest revenue at risk transactions. Governments’ enforcement work should be accompanied by guidance and by compliance requirements that are proportionate to the obligations imposed on companies. The success of the brief should be measured in terms of additional revenue, speed of resolution and the costs of compliance to companies. These are the brief’s implementation proposals and not the findings of the three above sources.
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