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• At public debt above 75% of GDP, private saving may 
offset a fiscal stimulus (Röhn, 2010) 

• Overall (short and long-run) effect of spending shocks 
can become negative beyond debt ratios of 65% to 70% 
(Nickel and Tudyka, 2014) .

 Keeping public debt dynamics under control is key to 
achieve the stabilization objective

• Squaring the circle: fiscal rules need to ensure that
public debt reaches a reasonnable target, while
allowing the use of fiscal policy to stabilise the 
economy
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Debt dynamics needs to be kept under 

control

𝑑𝑡 = (𝑟𝑡−𝑔𝑡)
𝑚𝑎𝑐𝑟𝑜

𝑑𝑡−1 −  𝑝𝑏𝑡
𝑓𝑖𝑠𝑐𝑎𝑙
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Implementation of a deficit rule

is far from straightforward
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The trade-off between counter-cyclical

policies and debt dynamics
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• Targeting the debt-to-GDP ratio

• Introduce a spending rule

• Simplify the rules (e.g. merging the 
preventive and the corrective arms)

• Consider an incentive to issue GDP-linked
bonds
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Revisiting fiscal rules to achieve both debt 

and economic stabilization objectives

𝑑𝑡 = ( 1 − 𝛼
𝑠ℎ𝑎𝑟𝑒 𝑜𝑓 𝑛𝑜𝑚. 𝑏𝑜𝑛𝑑𝑠

)(𝑟𝑡−𝑔𝑡)
𝑚𝑎𝑐𝑟𝑜

𝑑𝑡−1 −  𝑝𝑏𝑡
𝑓𝑖𝑠𝑐𝑎𝑙
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Further information

Disclaimers: 

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of 

such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in 

the West Bank under the terms of international law.

This document and any map included herein are without prejudice to the status of or sovereignty over any territory, to the 

delimitation of international frontiers and boundaries and to the name of any territory, city or area.
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