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		It is often argued that fiscal stabilisation in the euro area compares unfavourably with the US, not least because of the perceived limitations of the Stability and Growth Pact. This paper qualifies this perception by taking a closer look at fiscal policy making since the mid-1990s. It examines a number of elements which are generally overlooked or not considered in the analysis of fiscal stabilisation. In particular, on top of discretionary fiscal policy, which generally is at the core of existing studies, it also takes into account the size of automatic stabilisers. Moreover, it considers the difference between policy intentions, as formulated or perceived in real time, and actual outturns, and possible reasons for the gap between the two. On the basis of such a more specific analysis, fiscal stabilisation in the euro area appears less dire than commonly assumed. It also suggests a number of points on how to improve the track record, including by strengthening fiscal governance. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: fiscal policy, fiscal stabilisation, euro area, automatic stabilisers, output gap

	
	

	
    

    
	

	
	
		JEL Classification: E61, H3, H6

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Deroose,  Servaas and Schaechter,  Andrea and Larch,  Martin, Constricted, Lame and Pro-Cyclical? Fiscal Policy in the Euro Area Revisited (May 1, 2009). International Journal of Sustainable Economy, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=1531579
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Servaas Deroose

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				European Commission  ( email )

			

			
			
				
				
				
					Office BU1 0/201
B-1049 Brussels
Belgium
+32 2 299 4375 (Phone)
+32 2 299 3505 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Andrea Schaechter

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street NW
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Martin Larch (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				European Fiscal Board  ( email )

			

			
			
				
				
				
					Belgium
0032 2 2969244 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       59

			

		
		
		
			Abstract Views

			      528

		

		
		 
		
			Rank

			  651,593

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       41 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Monetary & Fiscal Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Monetary & Fiscal Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,563

                                    

                                    
                                        PAPERS

                                           18,575

                                    

                                

                                
                            

                        

                    

                
	
                    European Economics: Political Economy & Public Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Political Economy & Public Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,115

                                    

                                    
                                        PAPERS

                                           11,457

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Fiscal Policy and Monetary Integration in Europe

                        
                            By
                                
                                
                                    
                                    Jordi GalÃ
                                     and 
                                
                                    
                                    Roberto Perotti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Fiscal Policy and Monetary Integration in Europe

                        
                            By
                                
                                
                                    
                                    Jordi GalÃ
                                     and 
                                
                                    
                                    Roberto Perotti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Revisiting the Stability and Growth Pact: Grand Design or Internal Adjustment?

                        
                            By
                                
                                
                                    
                                    Marco Buti, 
                                    
                                
                                    
                                    Sylvester C. W. Eijffinger, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Patching Up the Pact: Some Suggestions for Enhancing Fiscal Sustainability and Macroeconomic Stability in an Enlarged European Union

                            
                                By
                                    
                                    
                                        
                                        Willem H. Buiter
                                         and 
                                    
                                        
                                        Clemens Grafe
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Policy: Institutions Versus Rules

                            
                                By
                                    
                                    
                                        
                                        Charles Wyplosz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Rules: Useful Policy Framework or Unnecessary Ornament?

                            
                                By
                                    
                                    
                                        
                                        George Kopits
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Improving the Sgp Through a Proper Accounting of Public Investment

                            
                                By
                                    
                                    
                                        
                                        Olivier J. Blanchard
                                         and 
                                    
                                        
                                        Francesco Giavazzi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Consumption Smoothing Through Fiscal Policy in OECD and EU Countries

                            
                                By
                                    
                                    
                                        
                                        Adriana Arreaza, 
                                        
                                    
                                        
                                        Bent E. SÃ¸rensen, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

