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Box 1. The impact of aggregate fiscal policy on growth 
in the euro area 

After the phase of synchronized fiscal consolidation observed between 2011 
and 2015 that held back growth in the euro area, the aggregate fiscal policy 
became slightly expansionary in 2016 and in 2017. Fiscal policy will remain 
expansionary in 2018 and will once again become slightly restrictive in 2019. 
This assessment is consensual among ECFIN, the IMF and the OECD for 2018 
(Table 4).3 

Table 4. Euro area Aggregate Fiscal Stance 

In potential GDP points 

2016 2017 2018 2019 

Discretionary Fiscal Effort (bottom-up approach) 

iAGS -0.2 -0.2

Change in primary structural balance (top-down approach) 

iAGS -0.2 -0.2 
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Source: ECFIN (Autumn Forecast), IMF (World Economic Outlook), OECD (Economic Outlook). 

However, a decrease of the (primary) structural balance or the discretional 
fiscal effort are not enough to ensure that budgetary policy will support 
growth. Economic theory shows that the impact of fiscal policy on output 
depends on the rigidity of prices, the cyclical position of the economy, the 
spill-overs from other countries or the constraints imposed by other actors, like 
the monetary authority. 

It is consensual to say that an expansionary budgetary shock of 1 GDP point 
leads to a rise of GDP during the first year after the policy shift. However, 
empirical estimates diverge about the Jong term impact of fiscal policy. For 
example, Leeper, Traum et Walker (201 7) show that in the US, a fiscal impulse 
has no impact on the GDP-level 10 years after the policy shock if monetary 
policy is unconstrained. However, the impact may be significant if the mone
tary authority is constrained (for example, by the ZLB). However, it is not only 
important to assess about the current impact of fiscal policy but of the 
dynamic impact of past choices. The dynamic of multipliers is dependent on 

3. The differences in the aggregate fiscal stance may arise either from different assessment about
fiscal policy either from potential growth estimates. However, between 2015 and 2017 the
analysis converge among all the institutions.


