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Abstract

The paper reviews the theoretical and empirical literature that has investigated the conditions under which a contractionary fiscal policy is effective in reducing debt and deficit,
but does not have a negative effect on growth. The issue is central to macroeconomics and policy making, given that many countries are currently facing increasing fiscal
imbalances, with additional pressure coming in the medium term from population ageing. The paper concludes that the theoretical impact of fiscal policy on aggregate demand
and economic activity depends largely on the conceptual framework considered and its assumptions about the world. Empirical studies based on macro-econometric model
simulations find evidence that fiscal consolidations lead initially to production losses, while they can result in a higher output in the medium term. Empirical studies focusing on
episodes of changes in fiscal policies provide in turn evidence that under certain circumstances austerity measures may have an expansionary impact on the economy.

Keywords: fiscal multiplier, fiscal consolidation, non-Keynesian effects, government spending, taxing
JEL Classification: E62, H30
Suggested Citation >

Show Contact Information >

ﬁi Download This Paper (Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1&type=2)

77 References

1. AAndo, F Modigliani
The 'life cycle' hypothesis of saving: aggregate implications and tests

American Economic Review , volume 53 , issue 1 Posted: 1963

2. AAlesina, S Ardagna
Tales of fiscal adjustment, Economic Policy Posted: 1998

Crossref (https://doi.org/10.1111/1468-0327.00039)

3. AAlesina, S Ardagna, R Perotti , F Schiantarelli
Fiscal policy, profits and investment, NBER, WP No 7207

American Economic Review , volume 92 , issue 3 Posted: 1999

A_AL

4 : oo e
. A AICSINTd , K FCTULL

We ugelsccgclkelégﬁﬂ grrésnaerc‘éjssaadr’;/l‘{%tma net%dP sqg%(?rkc.%é‘]%%eysalso use additional cookies to analyze,

impr&9engAtc Sl iy ndrire 34 FastfEdPaRd your digital experience. For more information, see our Cookie
Polic(¢eetpidhiinmiidedsest Re 3083 eS8l /cookienotice)

d
Cookie Settings Accept all cookies



https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=345442
https://doi.org/10.1111/1468-0327.00039
https://doi.org/10.2307/1344590
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID807411_code485639.pdf?abstractid=807411&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice

0 Citations

Fetch Citations

A\
| Do you have a job opening that you would like to promote on SSRN?

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS

955
ABSTRACT VIEWS 3,146
RANK 46,834

77  References

PlumX Metrics

(https://plu.mx/ssrn/a/?
| Relategh glgurnals

European Central Bank Research Paper Series (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=352520)

Follow (0)

History of Finance eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1205671)

Follow ®

| Recommended Papers

Fiscal Adjustments in OECD Countries: Composition and Macroeconomic Effects (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4420&rec=1&srcabs=807411&pos=1)

By Alberto F. Alesina (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205) and Roberto Perotti (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=51655)

Fiscal Adjustments in OECD Countries: Composition and Macroeconomic Effects (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=882968&rec=1&srcabs=807411&pos=2)

By Alberto F. Alesina (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205) and Roberto Perotti (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=51655)

Fiscal Expansions and Fiscal Adjustments in OECD Countries (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=225278&rec=1&srcabs=807411&pos=3)
By Alberto F. Alesina (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205) and Roberto Perotti (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=51655)

View more >

Feedback Co

Submit a Paper > (https://hq.ssrn.com/submission.cfm)

SSRN Quick Links v


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4420&rec=1&srcabs=807411&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=51655
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=882968&rec=1&srcabs=807411&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=51655
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=225278&rec=1&srcabs=807411&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=20205
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=51655
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=807411
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=352520
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1205671
javascript:void(0);
https://hq.ssrn.com/submission.cfm

SSRN Rankings v

About SSRN v

f (https://www.facebook.com/SSRNcommunity/)
in (https://www.linkedin.com/company/493409?
trk=tyah&trkinfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityld%3Acompany_493409%2Cidx%:
W (https://twitter.com/SSRN)

(http://www.elsevier.com/)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/) Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)

Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, Al 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.

(http://www.relx.com/)

https://papers.ssrn.com/sol3/updatelnformationLog.cfm?process=true
ps://pap p g p


https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

