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Increasing number of (numerical) fiscal rules in the EU (EC DB)
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Some “national”, some “supranational” (common) (IMF DB)
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This paper focuses on compliance with “national”

• Different sources (EC, IMF DBs), source of origin are national authorities

- 51 rules, 1995-2014

- 53% introduced since 2008

• Compliance evaluation

- Compliance: yes/no (dummy), computed from ex post data

- Rule-specific and country-specific determinants

- Explanatory variables: output gap, debt, political, etc (ex post)

• Results

- Compliance in 52% of cases (years/rules/countries)

- Some additional, standard results on characteristics
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What do we learn?

The distinction national/supranational is somewhat blurred

- Some countries superseded national by supranational

Supranational: exposure to external auditing – national?

- Evidence of public awareness / political costs of non-compliance

with national rules? (percent of elections lost?)
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Compliance is a real-time issue: relevance of real-time evaluation to

asess who bears the political costs – example: public deficit revisions in EU
All years 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Revision after 4 years: 

r
8

t = d
8

t - d
1

t

Mean -0.34*** 0.02 0.02 -0.33 -0.85* -0.66** -0.59* -0.30 -0.02

Standard deviation 1.05 0.45 0.45 1.01 1.74 1.00 1.11 0.88 0.95

Noise-to-signal ratio 0.43

Nº of observations 119 15 15 14 15 15 15 15 15

Revision after 3 years: 

r
6

t = d
6

t - d
1

t

Mean -0.18** 0.07 0.01 -0.20 -0.61* -0.59** -0.49 -0.08 0.01 0.24*

Standard deviation 0.83 0.48 0.42 0.60 1.26 0.95 1.14 0.44 0.91 0.49

Nº of observations 135 15 15 15 15 15 15 15 15 15

Revision after 1 year: r
3
t 

= d
3

t - d
1

t

Mean -0.02 0.07 0.17 -0.01 -0.23 -0.17 -0.32 0.14 -0.08 0.21* 0.03

Standard deviation 0.62 0.44 0.63 0.24 0.84 0.39 1.06 0.41 0.82 0.42 0.33

Nº of observations 150 15 15 15 15 15 15 15 15 15 15

Revision within the 1st 

year: r
2

t = d
2

t - d
1

t

Mean 0.00 0.07 0.11 0.07 -0.08 -0.02 -0.24 0.19 0.01 0.09 0.01 -0.19

Standard deviation 0.53 0.17 0.56 0.24 0.65 0.24 0.85 0.51 0.74 0.22 0.27 0.72

Nº of observations 165 15 15 15 15 15 15 15 15 15 15 15

ν=1 ν=2 ν=3 ν=4 ν=5 ν=6 ν=7

dt
ν

-0.06*** -0.03*** -0.04** -0.02 -0.01 0.001 -0.002

(0.02) (0.01) (0.02) (0.02) (0.01) (0.007) (0.001)

EH[gH
n
] 0.07*** 0.03** -0.01 -0.03 -0.01 0.002 -0.001

(0.03) (0.01) (0.02) (0.02) (0.01) (0.01) (0.002)

EH[ELECTIONSH
ν
] -0.17** -0.11** -0.11* -0.08 0.001 0.02 0.01

(0.07) (0.05) (0.06) (0.05) (0.05) (0.036) (0.016)

Constant -0.05** -0.02**

(0.02) (0.01)

Redundant fixed effects

test (p-value) 0.00 0.00 0.00 0.01 0.06 0.11 0.13

R
2

0.41 0.43 0.33 0.23 0.16 0.00 0.01

H0: α1=0, β1=0, γ=0, d=0  

(p-value)
0.00 0.00 0.00 0.00 0.00 0.00 0.00

Nº of pool observations 119 119 134 134 149 149 164

r 8,v

ν=1 ν=2 ν=3 ν=4 ν=5 ν=6 ν=7

Eurostat decisions at n=2 -1.1***

Eurostat decisions at n=3 -0.03 0.02

Eurostat decisions at n=4 -0.37 -0.46 -0.54

Eurostat decisions at n=5 -0.45** -0.15 -0.08 -0.11***

Eurostat decisions at n=6 -1.1*** -0.48*** -0.5*** -0.45*** -0.39***

Eurostat decisions at n=7 -0.27 -0.29 -0.75* -0.8* -0.18** -0.18***

Eurostat decisions at n=8 -1.18*** -1.04*** -1.18*** -0.72*** -0.65*** -0.43*** -0.44***

Constant -0.12*** 0.04 -0.03 -0.05* -0.01*

(0.04) (0.04) (0.05) (0.03) (0.01)

Redundant fixed effects

test (p-value) 0.01 0.00 0.26 0.17 0.20 0.21 0.05

R
2

0.60 0.52 0.39 0.31 0.20 0.17 0.32

Nº of pool observations 119 119 134 134 149 149 164
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Compliance as a yes/no?

“Almost compliance”: persistence is relevant for following year’s compliance

or non-compliance

Pooling of compliance with rules of quite different nature (deficit.

expenditure, debt)?

This may bias against explanatory power of macro forecast errors (at odds

with the related literatura on “compliance” with fiscal targets)
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Escape clauses (51% of rules after 2008, 30% with escape clauses): its

activation is not controlled for directly

IMF DB


