
 

 

Economic Governance Support Unit 
Directorate-General for Internal Policies of the Union 

PE 634.400 - May 2019 

 

EN 
 

External authors: 

Mathias DOLLS, Clemens FUEST,  

Andreas PEICHL, Felix SCHLEEF 

 

Sc 
 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 

Are the current “automatic 
stabilisers” in the Euro Area 
Member States sufficient to 
smooth economic cycles? 

Euro Area Scrutiny 

STUDY 
Requested by the ECON committee 

 



 IPOL | Economic Governance Support Unit  

 

 2 PE 634.400 

 
 

 

 

 

 

 

 

 

 



Are the current “automatic stabilisers” in the Euro Area Member States sufficient to smooth economic cycles? 

 

PE 634.400 3 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

` 

 
 

 

 

 

 
Are the current “automatic 
stabilisers” in the Euro Area 
Member States sufficient to 
smooth economic cycles? 

Euro Area Scrutiny 

Abstract 

This report provides a country-specific stocktaking of automatic 
stabilisers in the Eurozone and analyses the effect of automatic 
stabilisers in preventing pro-cyclical fiscal policies in good and 
bad times. The report shows that the size of automatic stabilisers 
varies greatly across Euro-area Member States. While automatic 
stabilisers have played an important role in the early phase of 
the financial and economic crisis in 2008/2009, their 
countercyclical effect was partly offset in some Member States 
by a pro-cyclical fiscal stance in other years, in particular 
throughout the period 2011-2016. The report concludes that 
Euro-area fiscal governance needs to be improved and that it is 
key to build up fiscal buffers in good economic times so that 
automatic stabilisers can operate freely in prolonged 
downturns.  
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EXECUTIVE SUMMARY 
Recently, the introduction of a supranational fiscal capacity at the Eurozone level has been a topic of 
debate in economic policy discussions. It has been argued that a supranational fiscal risk sharing 
mechanism, for example in form of an unemployment re-insurance scheme, could strengthen national 
automatic stabilisers. Critics have emphasised that macroeconomic shocks can be sufficiently dealt 
with at the Member State level and that national automatic stabilisers in the Euro-area Member States 
play a more important rule in cushioning macroeconomic shocks than in the US, for example. 

The aim of this report is to investigate the current level of automatic stabilisers in the Eurozone, i.e. the 
part of the government budget balance that reacts automatically to business cycle changes, and hence 
to enhance the debate on the necessity of a supranational fiscal capacity in the Eurozone. The report 
contains two approaches to measure the effect of automatic stabilisers. First, we make use of 
EUROMOD, the tax-benefit microsimulation model for the European Union, and study to what extent 
current tax-benefit systems in the Eurozone are able to cushion stylized macroeconomic shocks. We 
consider two scenarios: first, a uniform income shock affecting all households equally and second, an 
idiosynchratic unemployment shock. This analysis provides a country-specific stocktaking of automatic 
stabilisers in each euro-area Member State. 

Second, we rely on the European Commission framework of decomposing the budget balance into a 
cyclical and a cyclically-adjusted budget component and analyse the effect of automatic stabilisers 
over the period 2000 to 2018. We use the latest release of cyclically-adjusted data based on 2018 semi-
elasticities (Report on Public Finance in the EMU, 2018) and focus on the Eurozone aggregate as well 
as some selected Member States (France, Germany, Italy, Spain, Portugal, Ireland). 

The key results of our study are as follows. The microsimulation analysis of the cushioning effect of tax-
transfer systems (based on tax-transfer legislation in force in 2014) in the event of macroeconomic 
shocks reveals a large heterogeneity across Member States. In both scenarios, the largest stabilising 
effect is found for Belgium where 54% (68%) of the income (unemployment) shock is absorbed by 
automatic stabilisers. At the other end of the range, we find a smoothing effect of 23% (19%) for Estonia. 
The average effect for the Euro area amounts to 41% in case of the income shock and to 44% in case of 
the unemployment shock.  

Our analysis of (changes in) net borrowing and its cyclical and cyclically-adjusted components shows 
that automatic stabilisers have played an important role in smoothing business cycle shocks in the 
Eurozone and its Member States especially in the early phase of the economic crisis starting in 
2008/2009. However, automatic stabilisers did not prevent pro-cyclical fiscal policies, with pro-cyclical 
loosing (tightening) in some years/countries before (after) the financial and economic crisis. 

The report concludes that euro-area fiscal governance needs to be improved and that it is key to build 
up fiscal buffers in good economic times so that automatic stabilisers can operate freely in prolonged 
downturns. A better and more credible enforcement of fiscal rules, a strengthening of independent 
fiscal councils and a fiscal stabilisation instrument at Euro-area level, as elements of a comprehensive 
reform package for the Euro-area, could lead to better fiscal policy outcomes.   
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 INTRODUCTION 
Does the Euro area need a supranational fiscal stabiliser? This question has been controversially 
discussed in recent years. Different proposals have been put forward, among others a Euro area 
unemployment re-insurance, a Euro area budget with a stabilisation function or a European Investment 
Stabilisation Function. A critical point in the economic debate is to what extent national automatic 
stabilisers are able to smooth business cycle shocks. The aim of this report is therefore, (1) to provide a 
country-specific stocktaking of automatic stabilisers in the Eurozone, (2) to assess the effect of 
automatic stabilisers in economic good and bad times and (3) to investigate the effect of automatic 
stabilisers in preventing pro-cyclical fiscal policy.1  

The analysis proceeds in three steps. First, we provide a country-specific stocktaking of current 
automatic stabilisers inherent in each Euro area Member State’s tax-benefit system (2014 legislation). 
This analysis is based on household micro data and counterfactual simulation techniques. It provides 
insights about the effectiveness of automatic stabilisers to absorb stylized macroeconomic shocks.  

Second, we conduct a descriptive analysis based on macro data. In this step, we analyse the fiscal 
impulse, i.e. the change in the general government balance, as well as its components over the period 
2000-2018 and focus on the Eurozone aggregate as well as some selected Member States (France, 
Germany, Italy, Spain, Portugal, Ireland). We decompose the fiscal impulse following the standard 
cyclical adjustment framework in the EU (Mourre et al. (2013)). Automatic stabilisers are measures of 
the change in the cyclical component of the budget balance, while the fiscal stance is given by the 
change in the cyclically-adjusted balance. Third, we assess to what extent automatic stabilisers have 
allowed Member States to build up fiscal buffers in good economic times and to avoid pro-cyclical fiscal 
policy in bad economic times. 

The remainder of the report is structured as follows: Section 2 reviews the European fiscal governance 
framework and discusses the role of forecasts of potential output and the output gap in the design and 
execution of fiscal policies. Results are presented in section 3. Section 4 concludes. The theoretical 
framework for analysing automatic stabilisers is presented in sections A.1 and A.2 of the appendix. 

                                                             
1 See e.g. Dolls et al. (2012, 2014) and Mohl et al. (2019) for other recent contributions studying the effectiveness ot 
automatic stabilisers in the EU. 
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 INSTITUTIONAL BACKGROUND AND THE ROLE OF POTENTIAL 
GROWTH AND OUTPUT GAP ESTIMATES 

In this section, we provide a short description of the role of automatic stabilisers and cyclical 
adjustment in the European fiscal governance framework, in particular with regard to the Stability and 
Growth Pact (SGP). We also discuss the role of potential output and output gap estimates in the design 
and execution of fiscal policies over the cycle. 
 
Two parts formed the SGP when it was enacted in 1997: the ‘preventive arm’, which ensured 
compliance with fiscal rules and included a medium-term objective (MTO) “close to balance or in 
surplus” and the ‘corrective arm’, which was introduced to correct excessive deficits, which were 
defined to be in excess of 3% of the GDP deficit limit and the 60% of GDP debt limit.  
 
The cyclical adjustment of public finance variables rose to importance with the 2005 modification of 
the SGP. In this reform, the MTO became country-specific and was formulated in structural terms. In 
practice, this means that the government budget balance is adjusted for revenue and expenditure 
changes that are caused by changes in the business cycle (automatic stabilisers) and one-off and 
temporary measures.  
 
The SGP was revised again in 2011 as a response to the challenges of conducting sustainable fiscal 
policy while under economic stress and the so called Six Pack legislation was enacted. The revised SGP 
requires Member States to improve their structural balance by (at least) 0.5% of GDP per year on their 
adjustment path towards their medium-term budgetary objective. The Six Pack legislation also 
included an expenditure benchmark which requires Member States to limit discretionary expenditure 
growth below the rate of medium term potential GDP growth. 
 
What role do forecasts of potential output and the output gap play in the design and execution of fiscal 
policies? Forecasts of potential output and the output gap are used to determine the state of the 
economy with regard to the business cycle. There are two reasons why the design and implementation 
of fiscal policy is highly dependent on the state of the economy: Firstly, automatic stabilisers react 
immediately to changes in the cycle and thus directly impact the government’s budget balance. 
Secondly, policymakers may use discretionary fiscal policy in order to stabilise the economy in the case 
of a cyclical shock. However, since budgetary decisions are made long before the execution of the 
budget, policymakers have to rely on forecasts of the economies’ cyclical position to design the budget.  
 
In light of the fact that fiscal policy in Europe has frequently been criticised for being pro-cyclical and 
that potential output and output gap estimates are often subject to large revisions, a literature 
emerged that makes use of ‘real-time data’, i.e. data that is supposed to imitate the information that 
was available to policymakers at the time that they decided on the budget.2 
 
Forni and Momigliano (2004) use real time data on the business cycle and ex post data for the fiscal 
outcome for a set of 19 OECD countries over the period 1993-2003 and find that fiscal policy was 
counter-cyclical in economic downturns. In a subsequent study including more controls and real-time 
data for both the output gap and the previous-year budget balance, Golinelli and Momigliano (2006) 
find that fiscal policy has reacted counter-cyclically in both recessions and expansions.  
 

                                                             
2 See Cimadomo (2016) for an in-depth discussion about the different aspects of the literature concerned with real time data 
and fiscal policy, such as statistical properties of revisions, political and institutional determinants of revisions, and the use of 
foreward looking data in the identification of shocks using VAR models. 
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Using a sample of 14 European countries over period 1994-2006, Bernoth et al. (2008) investigate the 
relationship between the output gap measurement error and fiscal policy. The authors find that while 
the fiscal stance is pro-cyclical using ex post data, it is often counter-cyclical when assessed on the basis 
of real-time data. This indicates that policymakers try to run counter-cyclical fiscal policy, but are unable 
to do so because of limited data availability and limits to forecasting. Pina (2009) analyses budgetary 
plans for 15 EU countries during the period 1987-2006. The author finds, in line with the existing 
literature, that a counter-cyclical fiscal stance is more pronounced in the planned budgets compared 
to ex post data.  

Darby and Mélitz (2011) analyse automatic and discretionary fiscal policy based on a sample of 20 OECD 
countries over the period 1981-2003 using real-time values of the output gap. The authors find little 
difference in their assessment of fiscal reaction compared to their baseline estimation using ex-post 
data only. While in the previous literature unemployment benefit expenditure are regarded as the only 
‘automatic’ expenditure item, the authors include additional expenditure types such as social 
expenditure in their analysis3, leading to a higher estimate of the automatic stabilisation effect. 

Rather than analysing the relationship between output gap estimates and realized fiscal policy, 
Cimadomo (2012) uses real time data for both the output gap and the fiscal outcome to investigate the 
relationship between output gap estimates and planned fiscal policy. Using a sample of 19 OECD 
countries over the 1994-2006 period and projections for the cyclically-adjusted budget balance 
sourced from the OECD Economic Outlook publications, the author finds that policy-makers plan to 
enact counter-cyclical fiscal policy. 

A different strand of literature is concerned with the accuracy of output gap and potential growth 
forecasts. In the context of the design and execution of fiscal policy, biased estimates of the cyclical 
position of the economy may lead to destabilising discretionary fiscal policy.  

Jonung and Larch (2006) investigate the accuracy of potential GDP forecasts. The authors find that 
potential output growth estimates tend to be upward biased. This ‘optimism bias’ in turn will lead to a 
deficit bias if fiscal adjustments do not happen. In other words, the cyclical component of the budget 
balance is overestimated if structural problems are considered as temporary. Using a sample of 15 EU 
countries over the 1996-2011 period, Kemkes (2012) finds that real-time projections of the output gap 
are negatively biased compared to the final estimate after revisions. Both papers suggest, that 
projection results may be biased because of economic incentives within the EU fiscal governance 
framework and its reliance on cyclical adjustment for compliance assessments.  

                                                             
3A previous paper by Darby and Mélitz (2008) provides empirical evidence for OECD countries that also age- and sick- 
related benefits and other kinds of social expenditure increase in downturns and thus have a stabilising effect. 
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 RESULTS 
Section 3.1 reports results of the micro-data analysis of automatic stabilisers in the EU-27. Results of the 
macro-data analysis are presented in sections 3.2-3.3 focusing on the Euro area aggregate and selected 
Member States. 

3.1 Income Stabilisation Coefficients  
In this sub-section, we present income stabilisation coefficients for two shock scenarios, an uniform 
income shock and an idiosyncratic unemployment shock (see Appendix A.1 for more information 
about the data used and the empirical approach as well as a formal derivation of the income 
stabilisation coefficient). The income stabilisation coefficient is a measure of the size of automatic 
stabilisers inherent in the tax-benefit system. Our analysis accounts for the cushioning effect of direct 
taxes, social insurance contributions and cash benefits. The higher the income stabilization coefficient, 
the stronger the stabilising effect of the tax-benefit system. For example, a coefficient of 0.4 implies 
that 40% of an income or unemployment shock is absorbed by the tax-benefit systems. 

Income shock: Figure 1 depicts the change in the income stabilisation coefficient from 2007 to 2014 
on the x-axis and its 2007 level on the y-axis. Focusing first on the levels of the income stabilisation 
coefficients in 2007, we find strong differences across countries with coefficients ranging from 0.22 in 
Cyprus to 0.54 in Belgium. The (population-weighted) average EA-19 (EU-27) income stabilisation 
coefficient amounts to 0.38 (0.39). Table 2 in the Appendix reports income stabilisation coefficients for 
all EU-27 countries and all years of the 2007-2014 period and decomposes the coefficient into its 
components (income taxes, social insurance contributions and benefits). Generally, coefficients tend 
to be higher in Western European and Nordic countries and lower in Baltic, Eastern and Southern 
European countries, with Hungary being a notable exception. 

The largest change occurred in Hungary with a reduction in the income stabilisation coefficient of 0.16 
percentage points from 2007 to 2014. Hungary adopted a flat tax which reduced the stabilising effect 
of the income tax considerably, with a resulting decrease in the income stabilisation coefficient from 
0.34 in 2007 to 0.16 in 2014 (cf. Table 2). On the other side of the spectrum, countries such as Ireland, 
Greece, Portugal and Cyprus raised taxes and/or social insurance contributions which led to an increase 
in the income stabilisation coefficient. The negative slope of the regression line in Figure 1 indicates 
that the dispersion of income stabilisation coefficients across countries has become more compressed, 
that is, countries with a relatively low (high) stabilisation coefficient in 2007 have been more likely to 
raise (reduce) taxes and social insurance contributions. 
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Figure 1: Level and change of income stabilisation coefficients (income shock) 

 

Source: Dolls et al. (2019). Notes: The graph shows the level of the income stabilisation coefficient (denoted as 
TAU) in 2007 following a proportional income shock on the vertical axis and its change from 2007 to 2014 on the 
horizontal axis. The dashed line indicates fitted values of a linear regression of the variable on the vertical axis on 
the variable on the horizontal axis. 

Unemployment shock: Figure 2 shows the relation between the income stabilisation coefficient in 
2007 and its change from 2007 to 2014 for the unemployment shock scenario. Income stabilisation 
coefficients in 2007 range from 0.17 in Cyprus to 0.65 in Belgium. The (population-weighted) average 
EA-19 (EU-27) income stabilisation coefficient amounts to 0.42 (0.44) (cf. Table 3 in Appendix A.3 for 
the full set of results). As in the income shock scenario, we find highest (lowest) coefficients in Nordic 
and Western European (Baltic, Southern and Eastern European countries) and a negative relation 
between the income stabilisation coefficient in 2007 and its change from 2007 to 2014. 
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Figure 2: Level and change of income stabilisation coefficients (unemployment shock) 

 

Source: Dolls et al. (2019). Notes: The graph shows the level of the stabilisation coefficient (denoted as TAU) 
after an unemployment shock on the vertical axis and its change from 2007 to 2014 on the horizontal axis. The 
dashed line indicates fitted values of a linear regression of the variable on the vertical axis on the variable on the 
horizontal axis. 

3.2 Automatic Stabilisers in good and bad times 

3.2.1 Net borrowing, cyclical and cyclically-adjusted components 
The income stabilisation coefficients presented in the previous section are informative about the 
cushioning effect of tax-benefit systems in the event of stylized macroeconomic shocks. In this section, 
we analyse how automatic stabilisers have worked during ‘economic good times’ and ‘economic bad 
times’ since the inception of the euro.  

We start our macro-data analysis by looking at the level of net borrowing and its cyclical and 
cyclically-adjusted components as well as the respective changes in the components from 2000 to 
2018 (see Appendix A.2 for more information about the theoretical framework and the data used; in 
particular, we rely on the standard EU concept for calculating the cyclical (CC) and cyclically-adjusted 
budget balances (CAB), see Girouard and André (2005), Mourre et al. (2013)). While automatic 
stabilisers are measured by the automatic reaction of the government budget to the economic cycle, 
i.e. the cyclical budget balance, discretionary fiscal policy is approximated by the cyclically-adjusted 
budget balance. In addition, we show how cyclically-adjusted total expenditure have evolved over 
the economic cycle. Investigating the evolution of these fiscal variables is interesting because it 
reveals the relative importance of automatic stabilisers vis-à-vis discretionary fiscal policy, as well as 
potential changes over time.  
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We focus on the Euro-area aggregate as well as France, Germany, Italy, Spain, Ireland and Portugal in 
particular.4 Cyclical conditions are measured by the output gap, i.e. the difference between actual and 
potential output. Broadly speaking, years with positive (negative) output gaps can be depicted as 
good (bad) times.  

Figure 3 presents the results for the Eurozone aggregate. The figure shows that the output gap was 
positive in the years 2000-2002, 2004-2008 and then again in 2018. The so-called ‘double-dip’ recession 
stands out with large negative output gaps in the years 2009 and 2013. The following economic 
recovery is reflected by improving output gaps since 2013. In the years before the financial and 
economic crisis, the cyclically-adjusted component of net borrowing stayed consistently at around 3% 
of potential GDP. During the crisis, it peaked at about 5% of potential GDP in 2010, and has steadily 
declined afterwards as the economy has come closer to potential output. Cyclically-adjusted total 
expenditure (measured at the right-hand side y-axis) was relatively stable in the pre-crisis years, but 
rose by roughly 2.5 percentage points from 2007 to 2010. As the cyclically-adjusted budget balance, it 
has declined afterwards, but has still been higher than in the pre-crisis period. The cyclical component 
of net borrowing has played an important role in stabilising the economy, in particular in 2009 and the 
following years when discretionary fiscal policy measures had a contractionary effect. In absolute 
terms, the cyclical balance was smaller than the cyclically-adjusted balance in most years except for the 
period 2013-2015. 

Figure 3: Net borrowing, cyclical and cyclically-adjusted components: Euro area aggregate 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

The results for France are presented in Figure 4. 

• Good times / bad times: In France, the output gap was consistently positive from 2000 until 
2008. After the onset of the financial crisis in 2009, the output gap was consistently negative 
and only turned positive in 2018. 

                                                             
4 The Euro-area average is weighted by potential GDP. 
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• Comparison to EA: Compared to the Euro area as a whole, the evolution of the output gap 
over the 2000-2018 period has been similar. Policy-wise, however, discretionary intervention 
as gauged by cyclically-adjusted net borrowing plays a larger role in France than in the Euro 
area on average, with levels of cyclically-adjusted net borrowing consistently around 4% of 
potential GDP even in times of positive output gaps. Different from the Euro area aggregate, 
there has been an increase in cyclically-adjusted total expenditure in the pre-crisis years and 
no reversal in post-crisis years. 

• Ratio CAB/CC: The relative importance of the cyclical component (automatic stabilisers) 
compared to the cyclically-adjusted component (discretionary fiscal policy) tends to be smaller 
in France compared to other EA Member States.  

Figure 4: Net borrowing, cyclical and cyclically-adjusted components: France 

 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

Figure 5 presents the results for Germany. 

• Good times/bad times: In Germany, the output gap was positive in 2000-2002 and again in 
2006-2008 after the recession in the mid-2000s. The German economy quickly recovered from 
the financial crisis and has been near potential output since 2011. 

• Comparison to EA: There are two major differences between the German economy and the 
EA aggregate. Firstly, the German economy experienced a temporary weakness in the mid-
2000s, and secondly, the German economy quickly recovered after the financial crisis.  

In terms of fiscal policy, discretionary policy tends to play a smaller role compared to the EA 
aggregate and other large Member States such as France, especially during times of positive 
output gaps. German policy has steered toward debt reduction in recent years, with negative 
net borrowing over the last five years. 
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• Ratio CAB/CC: Automatic stabilisers play an important role in German fiscal policy, with 
roughly two-thirds of the immediate fiscal response to the financial crisis in 2009 being due to 
automatic stabilisers.  

 

Figure 5: Net borrowing, cyclical and cyclically-adjusted components: Germany 

 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

Figure 6 shows net borrowing and its components for Italy. 

• Good times / bad times: In Italy, the output gap was consistently positive from 2000 until 2008. 
Since the onset of financial crisis in 2009, the Italian output gap has been consistently negative. 
Following a recovery phase from 2014 up until now, the output gap has reached a level slightly 
below zero. 

• Compared to EA: The development of the output gap matches the development in the EA 
aggregate very closely. From 2000 to 2012, automatic stabilisers and discretionary fiscal policy 
behave similarly to the EA aggregate. However, cyclically-adjusted total expenditure increased 
substantially – albeit with some fluctuations – in Italy, but not in the Euro area as a whole. From 
2012 onwards, discretionary fiscal policy accounts for a much smaller part of net borrowing 
especially when compared to Member States such as France.  

• Ratio CAB/CC: In relative terms, automatic stabilisers play a smaller role until the financial crisis. 
After the financial crisis, the relative importance of automatic stabilisers has (temporarily) 
increased as automatic stabilisers have accounted for a large share of the fiscal response in the 
years 2012-2015, due to large negative output gaps and a reduction in cyclically-adjusted net 
borrowing until 2013/2014. The latter has risen again in more recent years, while the cyclical 
deficit has diminished as the output gap has become smaller. 
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Figure 6: Net borrowing, cyclical and cyclically-adjusted components: Italy 

 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

 

Figure 7 shows the results for Spain. 

• Good times / bad times: Similarly to other Mediterranean Euro area Member States, the output 
gap in Spain was consistently positive from 2000 until 2008, and negative from 2009 onwards. 
There has been a strong economic recovery since 2013 and the output gap turned positive 
according to the most recent estimate for 2018. 

• Comparison to EA: Compared to the Euro area aggregate, the Spanish economy experienced 
a sustained phase of positive output gaps in the early and mid-2000s. The financial crisis 
affected the Spanish economy more severely than the Eurozone aggregate. While the worst 
year for the Eurozone was 2009 with an output gap of close to minus 4 percent of potential 
GDP, the recession in Spain reached its trough only in 2013, coming close to an output gap of 
minus 10 percent.  

• Ratio CAB/CC: Throughout the cycle, automatic stabilisers have played an important role in 
Spain. During the early to mid-2000s, the budget was almost balanced as a result of the 
counter-cyclical effect of automatic stabilisers, with a short period of net lending in the run up 
to the crisis. During the financial crisis and the subsequent economic downturn, automatic 
stabilisers made up for a large part of the counter-cyclical fiscal response. 
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Figure 7: Net borrowing, cyclical and cyclically-adjusted components: Spain 

 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

Figure 8 presents net borrowing and its components for Portugal. 

• Good times / bad times: After several years of positive output gaps in the early 2000s, Portugal 
experienced a period of negative output gaps from 2003 to 2006. After the onset of the 
financial crisis followed a brief recovery in 2010. Similar to other Member States, the following 
years were characterized by negative output gaps, with the trough being reached in 2013. After 
a period of recovery, the output gap was positive again in 2017 and 2018.  

• Comparison to EA: Compared to the Eurozone aggregate, the Portuguese economy was 
affected more severely by the financial crisis. The level of cyclically-adjusted net borrowing is 
relatively high compared to the Eurozone aggregate.  

• Ratio CAB/CC: Throughout the cycle, discretionary policy plays a more important part in 
Portugal than in the Eurozone aggregate or in its Iberian neighbor Spain. The cyclical part of 
net borrowing never makes up more than half of total net borrowing.  
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Figure 8: Net borrowing, cyclical and cyclically-adjusted components: Portugal 

 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

Figure 9 presents the results for Ireland. 

• Good times / bad times: In Ireland, the output gap was consistently positive or close to zero 
from 2000 until 2007. Over this period, the budget has mostly been balanced.  

• Comparison to EA: Compared to the Euro area aggregate, Ireland recovered quickly from the 
financial crisis, having a positive output gap from 2014 onwards.  

In terms of fiscal policy, the large and sudden spike in the cyclically-adjusted balance in 2010 
shines out. A large part of the increase in the budget deficit is accounted for by the burst of a 
property bubble in Ireland and the subsequent need to recapitalize the Irish banking system 
over the period 2008-2010. In the following years, Ireland strongly reduced the cyclically-
adjusted deficit. The fiscal consolidation has led to a balanced budget in more recent years. 

• Ratio CAB/CC: With the exception of the crisis period, automatic stabilisers make up for a large 
part of Irish fiscal policy. 
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Figure 9: Net borrowing, cyclical and cyclically-adjusted components: Ireland 

Source: AMECO. Note: Cyclically-adj. total exp. measured on the right-hand Y axis. Estimate for 2018. 

3.2.2 Changes in net borrowing, cyclical and cyclically-adjusted components 
Analysing the change in net borrowing is interesting for two reasons. Firstly, the change in net 
borrowing is an important policy benchmark in the European fiscal governance framework. Within this 
framework, Member States are required to reduce the structural deficit by (at least) 0.5% of GDP per 
year on their adjustment path towards their medium-term budgetary objective (European Commission 
(2019)). Secondly and more importantly in our context, the change in public finance variables can be 
analysed in terms of their cyclicality based on the fiscal impulse framework (European Central Bank 
(2010)). The fiscal impulse is captured by the change in the general government balance. It can be 
decomposed into the fiscal stance, i.e., the change in the cyclically-adjusted budget balance, and 
automatic stabilisers, i.e., the change in the cyclical budget balance. 

In this framework, a change in net borrowing is classed as pro-cyclical, if in a year with a positive 
(negative) output gap, the change in net borrowing is positive (negative). Vice versa, a change in net 
borrowing is classed as counter-cyclical if in a year with a positive (negative) output gap, the change in 
net borrowing is negative (positive).5 In other words, a fiscal expansion (contraction) in good (bad) 
economic times is defined as pro-cyclical. In contrast, a fiscal expansion (contraction) in bad (good) 
economic times is defined as counter-cyclical. 

This concept applies in the same fashion to changes in discretionary fiscal policy (i.e. the change in the 
cyclically-adjusted balance). In contrast, automatic stabilisers are by design counter-cyclical, i.e., the 
cyclical balance increases with the output gap. In terms of cyclicality, we therefore focus on changes in 

                                                             
5 In addition, one could also look at the change in the output gap as a cyclical indicator which shows whether the output 
gap is widening or closing. 
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net borrowing and only consider changes in the cyclical balance insofar as they have affected the 
cyclicality of overall net borrowing. 

The graphs in this section also include year-on-year changes in cyclically-adjusted total expenditure 
(measured in percentage points of potential output). A positive (negative) value indicates that the 
growth in cyclically-adjusted total expenditure exceeds (falls short of) potential output growth.  

The main results of this sub-section can be summarised as follows. For the Euro area aggregate and 
most of the Member States under consideration, we find pro-cyclical fiscal expansions in the early 
2000s in good economic times and pro-cyclical fiscal contractions in the years 2012-2013 in bad 
economic times. Cyclically-adjusted total expenditure growth exceeding potential growth in good 
economic times in the early-/mid-2000s (e.g. from 2004-2006 in France, in 2001 in Germany, from 2003-
2007 in Italy, in 2000, 2004, 2006-2008 in Spain, from 2000-2001 in Portugal, in 2007 in Ireland) has 
contributed to the pro-cyclical fiscal impulse in some years. There is one year with a strong counter-
cyclical fiscal impulse, namely 2009. In some countries, the fiscal response in that year was mostly 
driven by automatic stabilisers (France, Germany, Italy), while in other countries the (discretionary) 
fiscal stance played a more important role (Spain, Portugal, Ireland).  

Table 1 in the appendix shows changes in the budget balance as well as changes in its cyclical and 
cyclically-adjusted component for all Euro area Member States for the period 2000-2018, separately for 
years with positive and negative output gaps (“economic good and bad times”). The graphs in this 
section focus on the Euro area aggregate as well as some selected Member States. In addition to year-
on-year changes in net borrowing and its components, they also show year-on-year changes in 
cyclically-adjusted total expenditure (again measured in per cent of potential output and shown on the 
right-hand side y-axis). A positive value for the change in cyclically-adjusted total expenditure implies 
that cyclically-adjusted total expenditure growth exceeds potential growth indicating a positive 
discretionary impulse.  

Figure 10 presents results for the Eurozone aggregate. In the period 2000-2008, fiscal policy was pro-
cyclical in some years (2001-2002, 2008) and counter-cyclical in others (2000, 2003-2007). The financial 
crisis was initially met by a large counter-cyclical fiscal impulse (2009-2010). From 2011 onwards, 
however, the fiscal impulse was pro-cyclical in several years. Fiscal consolidation needs led to 
reductions in cyclically-adjusted borrowing as well as cyclically-adjusted total expenditure. Increases 
in cyclical borrowing in the years 2012 and 2013 due to worsening economic conditions were offset by 
fiscal tightening. The effect of automatic stabilisers didn’t prevent the overall fiscal impulse from being 
pro-cyclical in these years.  
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Figure 10: Change in net borrowing: Euro area 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

Figure 11 shows the results for France. As in the Eurozone, fiscal policy was pro-cyclical in some years 
in the early and mid-2000s. It was strongly expansionary in 2009, with the fiscal expansion to a large 
extent driven by an increase in cyclical borrowing, but again pro-cyclical in the following years. 
Increases in cyclical borrowing in 2012 and 2013 were offset by reductions in cyclically-adjusted 
borrowing, despite growth in cyclically-adjusted total expenditure exceeding potential growth in these 
years. 

Figure 11: Change in net borrowing: France 
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Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

The results for Germany are presented in Figure 12. The fiscal impulse was strongly pro-cyclical in 2001. 
In contrast to the Eurozone aggregate, the expansionary fiscal impulse in 2009 was entirely driven by 
automatic stabilisers and the fiscal impulse was counter-cyclical/a-cyclical in the aftermath of the crisis. 

Figure 12: Change in net borrowing: Germany 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

Figure 13 displays the results for Italy. The fiscal stance was pro-cyclical in 2000 and 2001, while it was 
mainly neutral or counter-cyclical in the following years. However, growth in cyclically-adjusted total 
expenditure exceeded potential growth from 2003-2007 and hence had a pro-cyclical effect as the 
output gap was positive (and growing) in these years. As in Germany, the fiscal expansion in 2009 was 
entirely driven by the cyclical component of net borrowing. The fiscal stance was again pro-cyclical in 
2012 and 2013, offsetting the cyclical component of net borrowing. Italy’s fiscal impulse has been 
mostly neutral since 2013. 
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Figure 13: Change in net borrowing: Italy 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

Figure 14 presents the change in net borrowing and its components for Spain. In the years before the 
financial crisis, the overall fiscal impulse was mainly neutral. However, a pro-cyclical impulse can be 
observed through cyclically-adjusted total expenditure growth exceeding potential growth, in 
particular in 2000, 2004 and 2006-2008. The financial crisis was initially met by a large fiscal expansion, 
with the fiscal stance playing a more important role than automatic stabilisers. While automatic 
stabilisers had a stabilising effect in particular in the years 2010-2013 which were characterized by 
worsening economic conditions, the overall fiscal impulse was pro-cyclical in 2010 and 2013.  
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Figure 14: Change in net borrowing: Spain 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

Figure 15: Change in net borrowing: Portugal 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

Results for Portugal are presented in Figure 15. Changes in net borrowing and in its components follow 
a similar pattern as in other euro-area Member States. It is noteworthy, however, that changes in fiscal 
policy are large compared to the Euro area aggregate. More so than in other Member States, the 
cyclicality of fiscal policy is determined by changes in the cyclically-adjusted component of net 
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borrowing. The fiscal contraction in 2011-2012, for example, was to a large extent driven by pro-cyclical 
reductions in cyclically-adjusted total expenditure.  

The results for Ireland are presented in Figure 16. In the early to mid-2000s, fiscal policy was mostly 
neutral. The expansionary response to the crisis was very large compared to other Eurozone Member 
States, driven by the need to recapitalize the banking system. Fiscal tightening from 2011-2013 was 
accompanied by a quick recovery of the Irish economy.  

 

Figure 16: Change in net borrowing: Ireland 

 

Source: AMECO. Note: Change in cycl.-adj. total exp. measured on right-hand Y axis. Estimate for 2018. 

3.3 The effect of automatic stabilisers in preventing pro-cyclical fiscal 
policies 

In this section, we first analyse whether automatic stabilisers have enabled Member States to build up 
fiscal buffers in good times. Next, we turn to the question whether automatic stabilisers have allowed 
Member States to avoid contractionary fiscal policies in bad times. 

3.3.1 Build-up of fiscal buffers in good times? 
Figures 17-23 present output gaps and net borrowing and its components on the y-axis on the left-
hand side and debt-to-GDP ratios on the y-axis on the right-hand side, as in the previous section for 
the Euro area aggregate, France, Germany, Italy, Spain, Portugal and Ireland. 

The main result of this sub-section is that with the exception of Spain and Ireland, the two countries 
subject to a housing “boom and bust” cycle, there was no significant debt reduction in the run-up to 
the financial and economic crisis.  
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Euro-area aggregate (Figure 17) 

Pre-crisis period: In the period 2000-2008, the average debt-to-GDP ratio in the Eurozone was fairly 
stable at around 65%-70%. Years with positive output gaps and cyclical surpluses have not been used 
to reduce the debt-to-GDP ratio below the 60% target, as shown by the cyclically-adjusted deficits.  

Crisis and post-crisis period: Starting in 2008, the debt-to-GDP ratio rose by more than 20 percentage 
points, reaching its peak in 2014 at a level above 90%. There has been a slight reduction in the average 
debt-to-GDP ratio since 2015, caused by the economic recovery and fiscal consolidation needs. In 2018, 
it was still close to 90%.  

 

Figure 17: Net borrowing and the Debt to GDP ratio: Euro area 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

France (Figure 18) 

Pre-crisis period: The debt-to-GDP ratio rose from around 60% in 2000 to around 70% in 2008. Cyclical 
surpluses in this period have not been used to keep the debt-to-GDP ratio below the 60% target.  

Crisis and post-crisis period: High deficits in 2009 and 2010 have contributed to a significant increase 
in the debt-to-GDP ratio in these years. Reductions in net borrowing in the following years have not 
prevented a further increase in the debt-to-GDP ratio to almost 100%. 
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Figure 18: Net borrowing and the Debt to GDP ratio: France 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

Germany (Figure 19) 

Pre-crisis period: The German economy experienced pronounced negative output gaps in the years 
2003-2005 leading to rising debt levels. In 2008, the debt-to-GDP ratio was already above the 60% 
target. 

Crisis and post-crisis period: From 2008-2010, the debt-to-GDP ratio increased from 65% to 80%. 
Since 2012, the debt-to-GDP ratio has continuously fallen and was close to the 60% target in 2018. This 
reduction has been due to the economic recovery and surpluses  in the period 2014-2018. 
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  Figure 19: Net borrowing and the Debt to GDP ratio: Germany 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

Italy (Figure 20) 

Pre-crisis period: When the euro was introduced, the Italian debt-to-GDP ratio was already at an 
elevated level. It improved only slightly in the run-up to the financial and economic crisis. However, 
cyclical surpluses have been offset by larger cyclically-adjusted deficits.  

Crisis and post-crisis period: The debt-to-GDP ratio worsened from slightly above 100% in 2008 to 
more than 130% in 2014 and has remained relatively constant since then. Reductions in the cyclical 
deficit due to improving output gaps in recent years have been accompanied by increases in the 
cyclically-adjusted deficit. 
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Figure 20: Net borrowing and the Debt to GDP ratio: Italy 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

Spain (Figure 21) 

Pre-crisis period: From 2000 to 2007, the debt-to-GDP ratio in Spain steadily declined from around 
60% to below 40%. Automatic stabilisers have contributed to the build-up of fiscal buffers in the pre-
crisis period.  

Crisis and post-crisis period: As one of the countries impacted most severely by the financial crisis, 
the Spanish economy experienced record level unemployment and output gaps in the years following 
2009. The significant reduction in output, together with high fiscal deficits, resulted in a debt-to-GDP 
ratio of around 100% in 2014. Since then, the economic recovery has contributed to a stabilisation and 
slight improvement in the debt-to-GDP ratio. 
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Figure 21: Net borrowing and the Debt to GDP ratio: Spain 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

Portugal (Figure 22) 

Pre-crisis period: From 2000-2007, the debt-to-GDP ratio increased by almost 20 percentage points to 
just below 70% in 2007. Cyclical surpluses in some of the years in the pre-crisis period have not been 
used to build up a fiscal buffer.  

Crisis and post-crisis period: As in the other crisis-hit countries, the debt-to-GDP ratio increased 
significantly in the crisis period and reached its peak in 2014 at more than 130%. In more recent years, 
it declined to roughly 120%.  
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Figure 22: Net borrowing and the Debt to GDP ratio: Portugal 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

Ireland (Figure 23) 

Pre-crisis period: Ireland’s debt to GDP ratio was below 40% in 2000 and further declined to just above 
20% in 2007 backed by a balanced budget and strong GDP growth. In this respect, the situation in 
Ireland was similar to the one in Spain which also experienced an amelioration in the debt-to-GDP ratio 
thanks to a strong economy over this period. Cyclical surpluses only played a minor role in the build-
up of fiscal buffers. 

Crisis and post-crisis period: In the crisis period, the debt-to-GDP ratio increased tremendously and 
was close to 120% in 2012/2013. Since then, the strong economic recovery has accounted for the bulk 
of the (almost) halving of the debt-to-GDP ratio until 2018. 
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Figure 23: Net borrowing and the Debt to GDP ratio: Ireland 

 

Source: AMECO. Note: Debt-to-GDP ratio measured on right-hand Y axis. Estimate for 2018. 

3.3.2 Have automatic stabilisers allowed Member States to avoid contractionary fiscal policies 
in bad economic times? 
Following Deroose et al. (2008) and extending their period under consideration until 2018, Figures 24-
30 plot the discretionary fiscal stance (the change in the cyclically-adjusted budget balance) and 
cyclical conditions (output gap) for the Euro area aggregate and France, Germany, Italy, Spain, Portugal 
and Ireland. Each figure can be partitioned into four quadrants. Data points in the upper left and the 
lower right quadrant indicate a pro-cyclical fiscal stance (pro-cyclical tightening in the upper left 
quadrant and pro-cyclical loosening in the lower right quadrant), while data points in the lower left and 
upper right represent a counter-cyclical fiscal stance. 

These figures suggest that a pro-cyclical tightening was not a one-time exceptional phenomenon. In 
the Euro area, there was pro-cyclical fiscal tightening throughout the period 2011-2016 as well as in 
2005 (Figure 24). The patterns in the Member States follow the broad picture shown for the Euro area 
aggregate, with some differences in the frequency of a pro-cyclical fiscal stance across countries.  
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Figure 24: Fiscal stance and cyclical conditions: Euro area  

 

Source: AMECO 

Figure 25: Fiscal stance and cyclical conditions: France 

 

Source: AMECO 
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Figure 26: Fiscal stance and cyclical conditions: Germany 

 

Source: AMECO 

Figure 27: Fiscal stance and cyclical conditions: Italy 

 

Source: AMECO 
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Figure 28: Fiscal stance and cyclical conditions: Spain 

 

Source: AMECO 

Figure 29: Fiscal stance and cyclical conditions: Portugal 

 

Source: AMECO 
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Figure 30: Fiscal stance and cyclical conditions: Ireland 

 

Source: AMECO 
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 CONCLUSION 
This paper has provided an analysis of automatic stabilisers in the Euro area. In the first part of the 
analysis, we have studied the cushioning effect of tax-benefit systems in the event of (stylized) 
macroeconomic shocks. This analysis has shown that the size of automatic stabilisers varies greatly 
across euro-area Member States. Income stabilisation coefficients measuring which fraction of a shock 
to gross income is absorbed by the tax-benefit system range from 20-30 percent in some Eastern and 
Southern European countries to around 60 percent in Belgium and Germany.  

In the second part of the analysis, we have analysed how automatic stabilisers have worked over the 
period 2000-2018. The analysis has shown for the Euro-area aggregate that years with positive output 
gaps and cyclical surpluses in the early and mid-2000s have not been used to reduce the debt-to-GDP 
ratio below the 60% target. In some Member States, cyclical surpluses coincided with growth in 
cyclically-adjusted total expenditure exceeding potential growth and thereby generating a pro-cyclical 
overall fiscal impulse. 2009 stands out as the year with a strong counter-cyclical fiscal impulse. In some 
countries, the fiscal response in that year was mostly driven by automatic stabilisers (France, Germany, 
Italy), while in other countries the (discretionary) fiscal stance played a more important role (Spain, 
Portugal, Ireland). Rapidly rising debt levels in the course of the financial and economic crisis led to 
fiscal consolidation needs in following years and, as a consequence, to a pro-cyclical fiscal stance in 
several Member States working against the counter-cyclical effect of automatic stabilisers.  

The experience in the Euro area has shown that it is key to build up fiscal buffers in good economic 
times so that automatic stabilisers can operate freely in prolonged downturns and their stabilising 
effect is not offset by a pro-cyclical fiscal tightening. It seems that current Eurozone governance 
emphasises compliance with fiscal rules in bad times, when deficits are high, but fails to induce fiscal 
tightening in good times. Several proposals have been made in recent years how the governance of 
fiscal policy, the role of automatic stabilisers and the enforcement of fiscal rules can be improved. 
Bénassy-Quéré et al. (2018) propose a comprehensive reform package for the Euro area with the aim 
to strengthen both market discipline and risk-sharing (see also Dolls et al. 2016). One of their proposals 
is to enforce fiscal rules via the requirement to finance all excessive spending above the fiscal rule’s 
target by junior sovereign bonds (accountability bonds, see Fuest and Heinemann 2017). Such a 
requirement would be a more credible enforcement device than monetary sanctions and could 
strengthen the commitment to build up fiscal buffers in good economic times. Compliance with fiscal 
rules in general and the commitment to build up fiscal buffers in good times should be monitored by 
independent fiscal institutions whose role at national and EU-level should be further strengthened. 
Finally, a European fiscal capacity for large economic shocks with clearly defined activation and 
contribution rules as well as measures to reign in moral hazard could complement national automatic 
stabilisers. Current policy debates seem to focus on a Euro area budget which is small in size and which 
is active permanently. For stabilisation purposes this is likely to add little value; a fiscal capacity with a 
stabilisation function would not need to be active in normal economic times. It but should rather be 
activated in cases of severe shocks hitting individual Member States, and in these cases its contribution 
should be sizeable (Bénassy et al. 2018, Dolls 2019). 
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 APPENDIX 

A.1 MICRO DATA ANALYSIS OF AUTOMATIC STABILISATION 
In addition to the macro-level analysis, this report provides a country-specific stocktaking of automatic 
stabilisers based on household micro data. The theoretical framework and the corresponding results 
follow Dolls et al. (2012, 2014, 2019). 

 

A.1.1 Theoretical framework 
Gross income, which is equivalent to market income in our context, is defined as: 

𝑌𝑌𝑖𝑖𝑀𝑀 = 𝑌𝑌𝑖𝑖𝐸𝐸 + 𝑌𝑌𝑖𝑖
𝑄𝑄 + 𝑌𝑌𝑖𝑖𝐼𝐼 + 𝑌𝑌𝑖𝑖𝑃𝑃 + 𝑌𝑌𝑖𝑖𝑂𝑂 (5) 

Where 𝑌𝑌𝑖𝑖𝐸𝐸  denotes labor income, 𝑌𝑌𝑖𝑖
𝑄𝑄 business income, 𝑌𝑌𝑖𝑖𝐼𝐼 capital income, 𝑌𝑌𝑖𝑖𝑃𝑃 property income, and 𝑌𝑌𝑖𝑖𝑂𝑂 

other income. Disposable income is equal to market income minus net government intervention, 
which consists of direct taxes 𝑇𝑇(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖 ,𝜒𝜒𝑖𝑖), social insurance contributions 𝑆𝑆(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖) and benefits 
𝐵𝐵(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖), such as unemployment benefits. We define tax payments, social insurance contributions 
and benefit payments to be functions of market income 𝑌𝑌𝑖𝑖𝑀𝑀,6 household characteristics 𝑋𝑋𝑖𝑖  (e.g. number 
of children, marital status, age) and parameters of the tax-benefit system 𝜒𝜒𝑖𝑖 (e.g. tax rate, bracket 
thresholds, deduction). Defining net government intervention as 𝐺𝐺(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖)  =  𝑇𝑇(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖)  +
 𝑆𝑆(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖) −  𝐵𝐵(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖 ,𝜒𝜒𝑖𝑖), disposable income can be written as 

𝑌𝑌𝐷𝐷�𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀,𝑋𝑋𝑖𝑖 ,𝜒𝜒𝑖𝑖� = 𝑌𝑌𝑖𝑖𝑀𝑀 − 𝐺𝐺�𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖�
= 𝑌𝑌𝑖𝑖𝑀𝑀 − �𝑇𝑇(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖) + 𝑆𝑆(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖) − 𝐵𝐵(𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖)� (6)

 

The income stabilisation coefficient is denoted by 𝜏𝜏𝐼𝐼 and measures how changes in market income ∆𝑌𝑌𝑀𝑀 
translate into changes in households’ disposable income ∆𝑌𝑌𝐷𝐷. In the empirical analysis, we will follow 
Dolls et al. (2012) and consider two stylized scenarios where gross incomes are reduced by 5% (cf. 
section A.2.2): 

�Δ𝑌𝑌𝑖𝑖𝐷𝐷 = �(𝑌𝑌𝑖𝑖𝐷𝐷�0.95𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖� − 𝑌𝑌𝐷𝐷�𝑌𝑌𝑖𝑖𝑖𝑖𝑀𝑀 ,𝑋𝑋𝑖𝑖,𝜒𝜒𝑖𝑖�)
𝑖𝑖

= (1 − 𝜏𝜏𝐼𝐼)
𝑖𝑖

�𝑌𝑌𝑖𝑖𝑀𝑀

𝑖𝑖

(7) 

The income stabilisation coefficient can be written as 

�Δ𝑌𝑌𝑖𝑖𝐷𝐷

𝑖𝑖

= (1 − 𝜏𝜏𝐼𝐼)�Δ𝑌𝑌𝑖𝑖𝑀𝑀

𝑖𝑖

⇔ 𝜏𝜏𝐼𝐼 = 1 −
Σ𝑖𝑖ΔYi𝐷𝐷

ΣiΔYi𝑀𝑀
(8)

 

 

                                                             
6 Note that, for simplicity of notation, we write a dependence on market income 𝑌𝑌𝑖𝑖𝑀𝑀 only and not a dependence on each of 
its components (see equation 5), although our simulations based on EUROMOD respect the different income types (see 
section A.2.2). 
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𝜏𝜏𝐼𝐼 can be interpreted as the fraction of a shock that is absorbed by the tax-benefit system. Using (6), it 
is possible to decompose the income stabilisation coefficient into the stabilising effects provided by 
income taxes, social insurance contributions and benefits: 

 

𝜏𝜏𝐼𝐼 = 𝜏𝜏𝑇𝑇𝐼𝐼 + 𝜏𝜏𝑆𝑆𝐼𝐼 + 𝜏𝜏𝐵𝐵𝐼𝐼 =
Σ𝑖𝑖Δ𝑇𝑇𝑖𝑖
Σ𝑖𝑖Δ𝑌𝑌𝑖𝑖𝑀𝑀

+
ΣiΔSi
ΣiΔYiM

−
ΣiΔBi
ΣiΔYiM

(9) 

We will make the assumption that all taxes and transfers are borne by employees and that employers 
have to bear their share of the social insurance contributions. Hence, employers’ social insurance 
contributions are assumed not to be shifted to employees, so that they will not affect employees’ 
wages. The stabilising effects of social insurance contributions will thus only reflect employees’ social 
insurance contributions.7 

A.1.2 Data and empirical approach 
In the empirical analysis, we analyse the workings of automatic stabilisers in the EU-27 over the period 
2007–2014. Our analysis is based on EU-SILC household micro data and the European microsimulation 
model EUROMOD. 

In our simulations, we use EUROMOD (version G4.0) in order to calculate household disposable 
incomes (see Sutherland and Figari (2013); Sutherland (2018)). EUROMOD contains the tax and benefit 
rules present in the EU-27 for different years and takes EU-SILC household micro data as input. EU-SILC 
is a harmonized, cross-sectional household micro dataset for the EU Member States provided by 
Eurostat (2012). In addition, we construct an unemployment benefit calculator that incorporates all 
important policy rules such as replacement rates, eligibility criteria and maximum benefit durations.8 
EU-SILC data contain rich information about the different income sources (e.g. employment income, 
capital income, income from self-employment) and household demographics that may influence tax 
and transfer policies (marital status, number of children or age, for instance). 

The microsimulation approach allows us to separate the dataset containing market incomes and 
demographics from the rules of the tax and transfer systems. We use EU-SILC household data with an 
income reference period of 2007 for the whole analysis, and simulate income taxes, social insurance 
contributions and benefits following the tax-benefit policy parameters of the years 2007–2014.9 That 
is, we hold household characteristics 𝑋𝑋𝑖𝑖  and market income 𝑌𝑌𝑖𝑖𝑀𝑀 constant (through the use of the same 
baseline dataset), and only vary the parameters of the tax-benefit system χ𝑖𝑖  over time, yielding 
counterfactual disposable incomes that would have prevailed if household demographics and market 

                                                             

7 Dolls et al. (2012) calculate income stabilisation coefficients with and without social insurance contributions by employers 
and find that the inclusion of employers’ social insurance contributions does change the country ranking only slightly. 
Results including employers’ social insurance contributions are available upon request. 
8 The EUROMOD version used in this paper does not simulate unemployment benefits, but takes unemployment benefits 
from the input data. As explained below, we aim at simulating counterfactual disposable incomes for different years and 
therefore need to make use of an unemployment benefit calculator. Detailed policy rules are collected from country 
chapters of the OECD series “Benefits and Wages” (http://www.oecd.org/social/benefits-and-wages.htm) and from the EU’s 
MISSOCComparative Tables Database (http://ec.europa.eu/social/main.jsp?langId=en&catId=815). 

9 The EUROMOD version used in this paper allows for some countries the simulation of tax-benefit systems up until 2015. 
For France and Malta, the 2006 and 2008 EU-SILC versions are used, respectively. Croatia is excluded from the analysis as no 
pre-crisis data have been available to us. 
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incomes would not have changed over time.10 This approach provides us – for each EU-27 country – 
with a sample of repeated cross-sections reflecting market incomes and household demographics from 
2007 and disposable incomes based on tax-benefit policies of the period 2007–2014. 

Keeping market incomes and demographics constant at their pre-crisis level allows us to isolate the 
effect of policy changes on the automatic stabilisation effect of tax-benefit systems.11 If both input data 
and tax-benefit policies were changed at the same time, it would not be possible to disentangle the 
effect of changing market incomes and demographics from the effect of changing tax-benefit policy 
parameters 

Following Dolls et al. (2012), we simulate two stylized shocks: First, a proportional decline of household 
gross incomes by 5% affecting all households equally (income shock), and second, an idiosyncratic 
shock affecting only some individuals who lose their job (unemployment shock). The unemployment 
shock is calibrated such that total household income decreases by 5% as well. Thereby, the severity of 
the two shock scenarios is comparable in terms of the aggregate income loss.12  

 

A.2 MACRO DATA ANALYSIS OF AUTOMATIC STABILISATION  
Section A.2.1 describes how the automatic reaction of the government budget balance to economic 
shocks can be assessed at a macroeconomic level, following the EU standard concept of cyclical (CC) 
and cyclically adjusted budget balances (CAB) (Girouard and André (2005), Mourre et al. (2013)).13 In 
section A.2.2 we document the data and sources used for the macroeconomic analysis.  

A.2.1 Theoretical framework 
The cyclical and cyclically adjusted budget balance are commonly used measures for automatic 
stabilisation and discretionary fiscal policy, respectively. The cyclically adjusted budget balance can be 
calculated as follows: 

                                                             
10 Changes in tax-benefit systems include both structural changes and uprating of monetary parameters according to the 
rules in each country (Paulus et al. 2019). 

11 See e.g. Bargain and Callan (2010), Bargain et al. (2015) or Paulus et al. (2017) who use similar simulation techniques to 
estimate distributional effects of changes in tax-benefit systems. 

12 The unemployment shock is modeled by increasing (decreasing) the weight of unemployed (employed) individuals in our 
sample, while the aggregate counts of individual and household characteristics are kept constant (Immervoll et al. (2006)). 
The implicit assumption behind this approach is that the socio-demographic characteristics of the newly unemployed 
correspond to the existing pool of unemployed. This is done on purpose to avoid capturing changes in unemployment 
benefit eligibility over time which are induced by changes in the characteristics of the unemployed, for example a larger 
share of long-term unemployed in some countries in the more recent years of the simulation period. Instead, our results 
solely reflect changes in tax-benefit policy parameters over time. 

 
13 Recent analyses have explored different concepts to quantify and assess the stance of fiscal policy in Europe. Carnot and 
de Castro (2015) introduce a semi-narrative approach, whereby the revenue side is estimated using a bottom-up approach 
and the estimation of the expenditure side follows a top-down procedure. Using this methodology, Braz and Carnot (2019) 
find that since 1997 most of the stabilising impact of fiscal policy in the Euro area can be attributed to automatic stabilisers. 
For the purpose of this report, we use the concept of cyclical and cyclically adjusted balances because of its importance in 
the EU fiscal governance framework. 
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𝐶𝐶𝐶𝐶𝐵𝐵 =
𝐵𝐵
𝑌𝑌
− 𝐶𝐶𝐶𝐶 (1) 

 

In this framework, 𝐶𝐶𝐶𝐶 reflects the part of the budget that automatically changes as a result of changes 
in the economic cycle, 𝑌𝑌 denotes nominal GDP and 𝐵𝐵 the budget balance (nominal government 
revenue minus nominal government expenditure). The cyclical component, 𝐶𝐶𝐶𝐶, can be expressed as: 

𝐶𝐶𝐶𝐶 = 𝜖𝜖 ∗ 𝑂𝑂𝐺𝐺 (2) 

where 𝜖𝜖 denotes the semi-elasticity of the government budget with respect to changes in output.14 

The output gap is expressed as 𝑂𝑂𝐺𝐺 = 𝑌𝑌−𝑌𝑌𝑃𝑃

𝑌𝑌𝑃𝑃
 where 𝑌𝑌𝑃𝑃 denotes potential output. The semi-elasticity 𝜖𝜖 

can be separated into a revenue and an expenditure part:  

𝜖𝜖 = 𝜖𝜖𝑅𝑅 − 𝜖𝜖𝐺𝐺 (3) 

 

The expenditure and revenue semi-elasticities can be further decomposed into a weighted sum of the 
respective budgetary components. Considering the expenditure part, unemployment benefits are 
regarded as the main component that reacts significantly to a change in output.  On the revenue side, 
there are five subcomponents that are affected by the economic cycle: personal income taxes, 
corporate income taxes, indirect taxes, social security contributions and non-tax revenue.  

Weighing the five revenue categories (unemployment benefit expenditure) with their respective share 
in total revenue (expenditure) leads to the following representation of the budgetary semi-elasticity: 

𝜖𝜖𝑅𝑅 − 𝜖𝜖𝐺𝐺 = ��𝜂𝜂𝑅𝑅,𝑖𝑖
𝑅𝑅𝑖𝑖
𝑅𝑅
− 1 

5

𝑖𝑖=1

�
𝑅𝑅
𝑌𝑌
− �𝜂𝜂𝐺𝐺𝑢𝑢

𝐺𝐺𝑢𝑢
𝐺𝐺
− 1�

𝐺𝐺
𝑌𝑌

 (4) 

 

The terms 𝜂𝜂𝑅𝑅,𝑖𝑖 and 𝜂𝜂𝐺𝐺𝑢𝑢denote the elasticity of revenue components and unemployment expenditure, 

respectively. The weights for each item are denoted as 𝑅𝑅𝑖𝑖
𝑅𝑅

 and 𝐺𝐺𝑢𝑢
𝐺𝐺

 (see Mourre et al. (2014) and European 

Commission (2018) for a discussion of the individual elasticities and their weights). 

 

A.2.2 Data  
In the following macro-level analysis spanning the period from 2000 to 2018, we focus on the Euro area 
aggregate as well as on France, Germany, Italy, Spain, Ireland and Portugal. Our sample contains four 
of the largest Eurozone Member States (Germany, France, Italy and Spain), two smaller Member States 
(Ireland and Portugal) and three countries under post-program surveillance (Spain, Portugal, Ireland). 
 
The following data items are sourced from the AMECO online database:  

• Data on the output gap and potential output (Chapter 6) 
• Data on the government budget balance (Chapter 16) 

                                                             
14 Semi-elasticities are estimated only for spefic time-periods and are assumed to be time invariant over this period. For the a 
discussion of estimation issues concerning semi-elasticities see Koester and Priesmeier (2015). 
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• Data on cyclically-adjusted public finance variables (Chapter 17) 
• Data on the public debt to GDP ratio (Chapter 18) 

 
As of March 2019, the data for the year 2018 is forecasted (2018 autumn forecast release).  
The cyclically-adjusted data uses updated 2018 semi-elasticities as per the most current Report on 
Public Finances in EMU (2018).  
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A.3 ADDITIONAL RESULTS 
Table 1: Changes in net balance, cyclical balance and cyclically adjusted balance 

Country   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

AT OG>=0 ∆ NB 0.19 1.74         -0.03 1.18 -0.14     1.89 0.36         0.78 0.46 

AT OG>=0 ∆ CB 0.41 -0.65         0.72 1.01 -0.16     1.11 -0.13         0.43 0.41 

AT OG>=0 ∆ CAB -0.22 2.40         -0.75 0.17 0.02     0.78 0.49         0.35 0.04 

AT OG<0 ∆ NB     -0.72 -0.41 -3.02 2.30       -3.83 0.89     0.24 -0.78 1.68 -0.53     

AT OG<0 ∆ CB     -0.31 -0.69 0.31 -0.02       -2.59 0.52     -0.52 -0.18 -0.07 0.35     

AT OG<0 ∆ CAB     -0.41 0.28 -3.33 2.32       -1.25 0.36     0.76 -0.60 1.76 -0.89     

BE OG>=0 ∆ NB 0.48 0.24     1.60 -2.60 2.98 -0.15 -1.17     -0.19           1.55 -0.11 

BE OG>=0 ∆ CB 0.67 -0.95     0.99 0.08 0.39 0.92 -0.60     0.25           0.17 0.05 

BE OG>=0 ∆ CAB -0.19 1.19     0.61 -2.68 2.59 -1.08 -0.57     -0.44           1.38 -0.16 

BE OG<0 ∆ NB     -0.13 -1.81           -4.28 1.38   -0.04 1.10 0.03 0.65 0.02     

BE OG<0 ∆ CB     -0.18 -0.67           -2.13 0.88   -0.44 -0.36 0.17 0.33 0.09     

BE OG<0 ∆ CAB     0.05 -1.13           -2.15 0.50   0.40 1.47 -0.14 0.32 -0.07     

CY OG>=0 ∆ NB 1.82 0.12 -1.99 -1.85 2.22 1.52 1.14 4.24 -2.35 -6.30               1.44 1.08 

CY OG>=0 ∆ CB 1.16 0.27 0.02 -0.40 0.75 0.71 0.36 0.50 -0.27 -2.52               1.16 0.88 

CY OG>=0 ∆ CAB 0.66 -0.14 -2.01 -1.45 1.47 0.81 0.78 3.75 -2.09 -3.78               0.28 0.20 

CY OG<0 ∆ NB                     0.71 -0.96 0.13 0.42 -3.83 7.63 1.65     

CY OG<0 ∆ CB                     -0.54 -0.63 -1.46 -2.14 0.30 1.40 1.88     

CY OG<0 ∆ CAB                     1.25 -0.34 1.59 2.56 -4.13 6.22 -0.23     

DE OG>=0 ∆ NB 2.56 -3.97 -0.83       1.70 1.91 -0.36     3.26 0.92       0.13 0.13 0.53 

DE OG>=0 ∆ CB 0.66 0.10 -0.64       1.08 0.91 -0.11     1.33 -0.20       0.30 0.26 -0.10 

DE OG>=0 ∆ CAB 1.89 -4.07 -0.19       0.61 1.00 -0.26     1.94 1.12       -0.17 -0.13 0.64 

DE OG<0 ∆ NB       -0.23 0.43 0.32       -3.06 -0.99     -0.11 0.71 0.21       

DE OG<0 ∆ CB       -0.95 -0.05 -0.18       -3.20 1.39     -0.55 0.23 -0.05       

DE OG<0 ∆ CAB       0.71 0.49 0.51       0.14 -2.38     0.45 0.47 0.26       
 
                      



Are the current “automatic stabilisers” in the Euro Area Member States sufficient to smooth economic cycles? 

 
 

PE 634.400 45 

 

Country   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

EE OG>=0 ∆ NB   0.27 0.22 1.38 0.59 -1.27 1.78 -0.19 -5.38       -1.42 0.09 0.86 -0.62 -0.40 -0.06 0.92 

EE OG>=0 ∆ CB   0.91 0.40 0.63 0.08 1.44 2.16 1.61 -4.18       1.24 -0.16 0.10 -0.46 0.39 0.75 0.15 

EE OG>=0 ∆ CAB   -0.64 -0.18 0.75 0.51 -2.70 -0.37 -1.80 -1.20       -2.65 0.25 0.75 -0.15 -0.78 -0.80 0.78 

EE OG<0 ∆ NB 3.25                 0.48 2.37 0.97               

EE OG<0 ∆ CB 2.70                 -7.10 1.21 2.83               

EE OG<0 ∆ CAB 0.55                 7.58 1.16 -1.86               

EL OG>=0 ∆ NB 1.73 -1.40 -0.56 -1.81 -1.00 2.64 0.24 -0.76 -3.47                     

EL OG>=0 ∆ CB -0.12 0.00 -0.07 0.54 0.53 -1.09 1.58 0.66 -0.71                     

EL OG>=0 ∆ CAB 1.85 -1.40 -0.48 -2.34 -1.52 3.73 -1.34 -1.42 -2.75                     

EL OG<0 ∆ NB                   -4.97 3.94 0.92 1.41 -4.29 9.60 -2.05 6.14 0.24 -0.12 

EL OG<0 ∆ CB                   -2.27 -2.28 -3.52 -2.13 -0.21 1.33 0.68 0.59 1.17 1.36 

EL OG<0 ∆ CAB                   -2.70 6.22 4.44 3.55 -4.08 8.27 -2.73 5.55 -0.92 -1.48 

ES OG>=0 ∆ NB 0.22 0.55 0.13 0.05 0.32 1.25 0.99 -0.28 -6.34                   0.41 

ES OG>=0 ∆ CB 1.13 0.31 -0.30 -0.32 -0.18 0.03 0.39 -0.02 -0.99                   0.81 

ES OG>=0 ∆ CAB -0.91 0.25 0.43 0.37 0.50 1.22 0.61 -0.26 -5.35                   -0.40 

ES OG<0 ∆ NB                   -6.53 1.57 -0.26 -0.83 3.48 1.02 0.70 0.80 1.39   

ES OG<0 ∆ CB                   -2.60 -0.64 -0.84 -1.31 -0.56 0.78 1.78 1.38 1.12   

ES OG<0 ∆ CAB                   -3.93 2.21 0.58 0.48 4.04 0.25 -1.09 -0.58 0.27   

FI OG>=0 ∆ NB 5.17 -1.87         1.34 1.20 -0.95                   -0.07 

FI OG>=0 ∆ CB 0.69 -0.90         0.98 1.73 -0.46                   0.65 

FI OG>=0 ∆ CAB 4.48 -0.97         0.36 -0.53 -0.49                   -0.71 

FI OG<0 ∆ NB     -0.91 -1.63 -0.23 0.38       -6.71 -0.08 1.57 -1.14 -0.43 -0.60 0.45 1.03 1.04   

FI OG<0 ∆ CB     -1.02 -0.65 0.58 0.11       -5.05 1.54 1.33 -0.86 -0.43 -0.41 -0.14 0.78 0.71   

FI OG<0 ∆ CAB     0.11 -0.98 -0.81 0.28       -1.66 -1.62 0.23 -0.28 0.00 -0.19 0.59 0.25 0.33   
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Country   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

FR OG>=0 ∆ NB 0.28 -0.06 -1.78 -0.86 0.42 0.24 0.91 -0.19 -0.63                   0.05 

FR OG>=0 ∆ CB 1.13 0.05 -0.38 -0.57 0.63 -0.09 0.45 0.47 -0.80                   0.29 

FR OG>=0 ∆ CAB -0.84 -0.11 -1.40 -0.29 -0.20 0.32 0.46 -0.66 0.17                   -0.24 

FR OG<0 ∆ NB                   -3.91 0.29 1.73 0.17 0.90 0.18 0.28 0.08 0.87   

FR OG<0 ∆ CB                   -2.49 0.53 0.68 -0.43 -0.23 -0.01 0.06 0.07 0.61   

FR OG<0 ∆ CAB                   -1.43 -0.24 1.05 0.60 1.13 0.19 0.22 0.01 0.27   

IE OG>=0 ∆ NB 2.43 -3.90 -1.48   0.96 0.27 1.20 -2.51             2.52 1.70 1.37   0.13 

IE OG>=0 ∆ CB 0.70 -1.04 -0.33   0.64 0.32 0.29 1.01             2.07 0.54 -0.62   0.12 

IE OG>=0 ∆ CAB 1.73 -2.86 -1.14   0.32 -0.04 0.91 -3.51             0.45 1.16 1.99   0.00 

IE OG<0 ∆ NB       0.87         -7.28 -6.81 -18.23 19.24 4.73 1.93       0.29   

IE OG<0 ∆ CB       -1.36         -2.94 -2.37 1.25 1.76 -0.78 -0.77       -0.38   

IE OG<0 ∆ CAB       2.23         -4.33 -4.44 -19.48 17.48 5.51 2.70       0.67   

IT OG>=0 ∆ NB -0.63 -0.95 0.40 -0.34 -0.16 -0.61 0.58 2.06 -1.17                     

IT OG>=0 ∆ CB 1.15 0.20 -0.50 -0.48 0.20 0.09 0.65 0.34 -0.73                     

IT OG>=0 ∆ CAB -1.79 -1.15 0.90 0.13 -0.36 -0.70 -0.07 1.72 -0.43                     

IT OG<0 ∆ NB                   -2.62 1.04 0.53 0.76 0.00 -0.12 0.43 0.07 0.16 0.45 

IT OG<0 ∆ CB                   -2.88 1.03 0.27 -0.98 -0.82 0.10 0.55 0.71 0.70 0.37 

IT OG<0 ∆ CAB                   0.26 0.01 0.26 1.74 0.82 -0.22 -0.12 -0.63 -0.54 0.08 

LT OG>=0 ∆ NB       0.59 -0.13 1.05 0.07 -0.54 -2.27           1.99 0.36 0.52 0.23 0.11 

LT OG>=0 ∆ CB       1.64 0.32 0.81 0.52 1.59 -1.15           0.59 0.00 0.17 0.62 0.05 

LT OG>=0 ∆ CAB       -1.05 -0.45 0.24 -0.45 -2.13 -1.12           1.41 0.36 0.35 -0.39 0.05 

LT OG<0 ∆ NB -0.36 -0.34 1.67             -6.02 2.20 -2.04 5.79 0.54           

LT OG<0 ∆ CB -0.73 0.25 0.20             -6.61 0.57 1.84 0.95 0.62           

LT OG<0 ∆ CAB 0.37 -0.59 1.48             0.58 1.64 -3.88 4.85 -0.08           
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Country   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

LU OG>=0 ∆ NB 2.41 0.02 -3.47 -2.25     1.86 2.22 -0.83             0.01 0.30     

LU OG>=0 ∆ CB 1.38 -1.12 -0.22 -1.14     0.65 2.09 -2.02             0.89 0.15     

LU OG>=0 ∆ CAB 1.02 1.14 -3.25 -1.12     1.20 0.13 1.19             -0.88 0.15     

LU OG<0 ∆ NB         -1.47 1.36       -3.99 0.02 1.17 -0.17 0.63 0.34     -0.25 -0.04 

LU OG<0 ∆ CB         -0.24 -0.42       -2.83 1.41 0.21 -1.19 0.62 0.76     -0.43 0.22 

LU OG<0 ∆ CAB         -1.23 1.78       -1.16 -1.39 0.96 1.02 0.01 -0.41     0.18 -0.26 

LV OG>=0 ∆ NB       0.83 0.54 0.55 -0.12 -0.02 -3.69             0.13 1.43 -0.64 -0.27 

LV OG>=0 ∆ CB       0.59 0.29 1.04 1.64 1.16 -2.90             0.25 -0.07 0.60 0.25 

LV OG>=0 ∆ CAB       0.23 0.25 -0.48 -1.76 -1.19 -0.80             -0.12 1.50 -1.24 -0.52 

LV OG<0 ∆ NB 1.00 0.78 -0.33             -4.92 0.44 4.38 3.10 0.05 -0.33         

LV OG<0 ∆ CB -0.23 0.03 0.29             -5.50 -0.68 2.44 1.40 0.63 0.14         

LV OG<0 ∆ CAB 1.24 0.75 -0.63             0.58 1.12 1.94 1.70 -0.58 -0.48         

MT OG>=0 ∆ NB 1.21   0.73 -3.63   1.69   0.37 -2.04           0.68 0.72 1.97 2.58 -2.24 

MT OG>=0 ∆ CB 1.07   0.62 0.07   0.53   0.60 0.43           1.42 1.00 -0.77 -0.07 -0.30 

MT OG>=0 ∆ CAB 0.14   0.11 -3.70   1.16   -0.22 -2.47           -0.74 -0.28 2.74 2.65 -1.94 

MT OG<0 ∆ NB   -0.61     4.71   0.10     0.94 0.85 -0.01 -1.08 1.06           

MT OG<0 ∆ CB   -1.27     -0.86   -0.25     -2.09 0.41 -0.38 -0.13 0.33           

MT OG<0 ∆ CAB   0.66     5.57   0.35     3.04 0.44 0.36 -0.95 0.73           

NL OG>=0 ∆ NB 0.91 -1.64           -0.19 0.29                 1.19 -0.13 

NL OG>=0 ∆ CB 0.48 -0.50           1.07 0.26                 0.69 0.58 

NL OG>=0 ∆ CAB 0.43 -1.14           -1.26 0.03                 0.50 -0.71 

NL OG<0 ∆ NB     -1.65 -1.01 1.32 1.43 0.50     -5.29 -0.16 0.82 0.51 0.99 0.78 0.13 2.05     

NL OG<0 ∆ CB     -1.34 -1.10 0.15 0.27 1.01     -2.88 0.39 0.45 -0.90 -0.28 0.48 0.32 0.47     

NL OG<0 ∆ CAB     -0.31 0.09 1.16 1.16 -0.51     -2.41 -0.55 0.37 1.40 1.27 0.30 -0.19 1.57     
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Country   2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

PT OG>=0 ∆ NB -0.18 -1.57 1.45         1.32 -0.76   -1.37             -0.99 2.22 

PT OG>=0 ∆ CB 0.28 -0.47 -0.69         0.93 -0.19   1.05             0.74 0.28 

PT OG>=0 ∆ CAB -0.46 -1.10 2.14         0.39 -0.56   -2.41             -1.73 1.94 

PT OG<0 ∆ NB       -1.08 -1.77 0.00 1.87     -6.04   3.79 1.72 0.82 -2.32 2.76 2.43     

PT OG<0 ∆ CB       -1.23 0.30 -0.06 0.37     -1.52   -0.66 -1.46 -0.11 0.54 0.75 0.57     

PT OG<0 ∆ CAB       0.15 -2.07 0.06 1.50     -4.52   4.45 3.18 0.93 -2.86 2.02 1.86     

SI OG>=0 ∆ NB -0.66 -0.24 1.48 -0.22 0.65 0.63 0.13 1.12 -1.33                 2.00 0.39 

SI OG>=0 ∆ CB 0.16 -0.19 0.34 -0.19 0.40 0.26 0.91 1.52 -0.14                 1.25 0.77 

SI OG>=0 ∆ CAB -0.83 -0.06 1.14 -0.03 0.26 0.37 -0.78 -0.40 -1.19                 0.75 -0.38 

SI OG<0 ∆ NB                   -4.43 0.21 -1.04 2.63 -10.64 9.17 2.67 0.90     

SI OG<0 ∆ CB                   -4.71 0.20 0.15 -1.24 -0.58 0.97 0.60 0.75     

SI OG<0 ∆ CAB                   0.28 0.01 -1.18 3.86 -10.05 8.20 2.07 0.16     

SK OG>=0 ∆ NB           -0.57 -0.71 1.64 -0.48                 1.44 0.22 

SK OG>=0 ∆ CB           0.45 0.90 1.70 0.02                 0.18 0.20 

SK OG>=0 ∆ CAB           -1.03 -1.61 -0.05 -0.50                 1.26 0.02 

SK OG<0 ∆ NB -4.75 5.62 -1.69 5.39 0.39         -5.38 0.32 3.21 -0.07 1.62 0.02 0.14 0.34     

SK OG<0 ∆ CB -0.79 -0.22 0.14 0.44 0.27         -3.52 0.57 -0.25 -0.33 -0.23 0.27 0.47 0.30     

SK OG<0 ∆ CAB -3.96 5.84 -1.83 4.95 0.13         -1.86 -0.25 3.46 0.27 1.85 -0.25 -0.33 0.04     

EA-19 OG>=0 ∆ NB 1.00 -1.49 -0.70   0.25 0.34 1.12 0.83 -1.49                   0.33 

EA-19 OG>=0 ∆ CB 0.85 -0.03 -0.52   0.24 -0.03 0.74 0.66 -0.56                   0.28 

EA-19 OG>=0 ∆ CAB 0.15 -1.47 -0.17   0.00 0.37 0.38 0.17 -0.94                   0.06 

EA-19 OG<0 ∆ NB       -0.50           -4.07 0.03 1.96 0.57 0.61 0.58 0.44 0.49 0.59   

EA-19 OG<0 ∆ CB       -0.66           -2.84 0.69 0.53 -0.60 -0.45 0.29 0.36 0.44 0.54   

EA-19 OG<0 ∆ CAB       0.16           -1.23 -0.66 1.43 1.17 1.06 0.30 0.07 0.05 0.05   

Source: AMECO, own calculations
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Table 2: Income stabilisation coefficients (income shock) 

Country  2007 2008 2009 2010 2011 2012 2013 2014 2015 
AT 𝜏𝜏 0.48 0.48 0.47 0.47 0.48 0.48 0.48 0.48 0.49 
AT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.33 0.34 0.33 0.32 0.33 0.33 0.33 0.33 0.33 
AT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 
AT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
BE 𝜏𝜏 0.54 0.54 0.53 0.53 0.54 0.53 0.53 0.54 0.55 
BE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.39 0.39 0.39 0.39 0.39 0.39 0.39 0.39 0.41 
BE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 
BE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

CY 𝜏𝜏 0.22 0.21 0.22 0.22 0.23 0.25 0.26 0.27 0.27 
CY 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.17 0.17 0.17 0.17 0.18 0.20 0.20 0.20 0.20 
CY 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.04 0.04 0.04 0.05 0.04 0.05 0.05 0.06 0.06 
CY 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
DE 𝜏𝜏 0.49 0.51 0.50 0.47 0.47 0.46 0.46 0.46 0.46 
DE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.33 0.34 0.34 0.32 0.31 0.31 0.32 0.32 0.32 
DE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.12 0.13 
DE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.03 0.03 0.03 0.02 0.02 0.02 0.02 0.02 0.02 
EE 𝜏𝜏 0.23 0.22 0.22 0.23 0.24 0.24 0.23 0.23 0.22 
EE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.21 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.19 
EE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.02 0.02 0.02 0.03 0.04 0.04 0.03 0.03 0.03 
EE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
EL 𝜏𝜏 0.33 0.32 0.31 0.36 0.39 0.39 0.39 0.40 0.39 
EL 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.23 0.22 0.27 0.30 0.30 0.28 0.28 0.28 
EL 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.09 0.09 0.09 0.09 0.09 0.09 0.10 0.10 0.10 
EL 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.01 

ES 𝜏𝜏 0.29 0.28 0.28 0.30 0.30 0.33 0.33 0.33 0.31 
ES 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.25 0.24 0.23 0.25 0.26 0.28 0.28 0.28 0.26 
ES 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 
ES 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
FI 𝜏𝜏 0.44 0.43 0.43 0.43 0.43 0.43 0.44 0.44 0.45 
FI 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.36 0.36 0.35 0.35 0.35 0.35 0.36 0.36 0.36 
FI 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.06 0.06 0.06 0.07 0.07 0.07 0.07 0.08 0.08 
FI 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
FR 𝜏𝜏 0.34 0.34 0.35 0.35 0.36 0.36 0.37 0.37 0.38 
FR 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.17 0.17 0.17 0.17 0.17 0.18 0.18 0.18 0.18 
FR 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.13 0.13 0.13 0.13 0.13 0.13 0.14 0.14 0.14 
FR 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.04 0.04 0.05 0.05 0.05 0.05 0.05 0.05 0.06 
IE 𝜏𝜏 0.40 0.40 0.45 0.45 0.47 0.47 0.48 0.48   
IE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.32 0.31 0.33 0.33 0.38 0.39 0.39 0.39   
IE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.07 0.07 0.10 0.10 0.07 0.07 0.07 0.07   
IE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02   
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Country  2007 2008 2009 2010 2011 2012 2013 2014 2015 
IT 𝜏𝜏 0.43 0.44 0.44 0.44 0.44 0.45 0.45 0.47   
IT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.32 0.32 0.32 0.32 0.33 0.33 0.33 0.35   
IT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11   
IT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01   
LT 𝜏𝜏 0.28 0.25 0.24 0.24 0.25 0.25 0.25 0.25   
LT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.25 0.23 0.16 0.16 0.16 0.16 0.16 0.16   
LT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.04 0.04 0.09 0.09 0.09 0.09 0.09 0.09   
LT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  -0.01 -0.01 -0.01 -0.01 0.00 0.00 0.00 0.00   

LU 𝜏𝜏 0.40 0.40 0.41 0.41 0.43 0.42 0.43 0.43   
LU 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.28 0.28 0.27 0.28 0.30 0.29 0.31 0.31   
LU 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.11 0.11 0.11 0.11 0.11 0.11 0.10 0.10   
LU 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.03 0.02 0.02 0.02 0.02 0.02   
LV 𝜏𝜏 0.31 0.30 0.29 0.33 0.33 0.33 0.32 0.31   
LV 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.22 0.20 0.24 0.22 0.22 0.21 0.21   
LV 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.08 0.08 0.09 0.09 0.11 0.11 0.11 0.10   
LV 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00   
MT 𝜏𝜏 0.29 0.26 0.26 0.27 0.27 0.27 0.27 0.26   
MT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.22 0.21 0.22 0.22 0.22 0.21 0.20   
MT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.05   
MT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.01 0.01 0.01 0.01 0.01 0.01 0.01   
NL 𝜏𝜏 0.44 0.44 0.43 0.43 0.44 0.44 0.44 0.44   
NL 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.31 0.31 0.31 0.31 0.31 0.32 0.31 0.31   
NL 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.11 0.10 0.09 0.09 0.09 0.09 0.10 0.11   
NL 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.03 0.03 0.03 0.03 0.03 0.02   

PT 𝜏𝜏 0.32 0.32 0.32 0.33 0.35 0.34 0.40 0.40 0.39 
PT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.21 0.21 0.20 0.21 0.24 0.22 0.28 0.28 0.27 
PT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.09 0.09 0.09 0.10 0.09 0.11 0.11 0.11 0.11 
PT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.02 0.02 0.02 0.01 0.01 0.01 0.01 
SI 𝜏𝜏 0.41 0.41 0.41 0.41 0.42 0.42 0.41 0.42   
SI 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.20 0.21 0.20 0.20 0.21 0.21 0.20 0.20   
SI 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19   
SI 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.02 0.02 0.02 0.03 0.03 0.03   
SK 𝜏𝜏 0.29 0.30 0.30 0.30 0.30 0.29 0.32 0.32 0.33 
SK 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.15 0.15 0.14 0.14 0.15 0.15 0.14 0.14 0.14 
SK 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.13 0.13 0.13 0.13 0.13 0.13 0.16 0.16 0.17 
SK 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.03 0.03 0.02 0.02 0.02 0.02 0.02 
EA 𝜏𝜏 0.38 0.38 0.38 0.39 0.39 0.40 0.40 0.41 0.38 
EA 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.26 0.26 0.26 0.26 0.27 0.28 0.28 0.28 0.25 
EA 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.10 0.10 0.10 0.10 0.10 0.10 0.11 0.11 0.11 
EA 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.03 

Source: Dolls et al. (2019). 
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Table 3: Income stabilisation coefficients (unemployment shock) 

Country  2007 2008 2009 2010 2011 2012 2013 2014 2015 
AT 𝜏𝜏 0.55 0.55 0.54 0.54 0.55 0.55 0.55 0.56 0.56 
AT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.19 0.19 0.18 0.18 0.19 0.19 0.19 0.19 0.19 
AT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.16 0.16 0.17 0.17 0.17 0.17 0.17 0.17 0.17 
AT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.20 0.19 0.19 0.19 0.20 0.19 0.19 0.19 0.19 
BE 𝜏𝜏 0.65 0.66 0.66 0.67 0.66 0.68 0.68 0.68 0.69 
BE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.22 0.23 0.22 0.23 0.23 0.23 0.23 0.23 0.24 
BE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 
BE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.29 0.30 0.31 0.31 0.30 0.32 0.32 0.32 0.32 
CY 𝜏𝜏 0.21 0.21 0.22 0.23 0.23 0.26 0.26 0.29 0.29 
CY 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.07 0.07 0.07 0.07 0.08 0.09 0.09 0.09 0.09 
CY 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.06 0.06 0.06 0.06 0.06 0.07 0.07 0.08 0.08 
CY 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.08 0.08 0.09 0.09 0.09 0.10 0.10 0.12 0.12 

DE 𝜏𝜏 0.62 0.62 0.61 0.58 0.58 0.58 0.58 0.58 0.59 
DE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.22 0.23 0.22 0.21 0.21 0.21 0.21 0.21 0.21 
DE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.17 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 
DE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.23 0.23 0.22 0.21 0.21 0.21 0.21 0.21 0.21 
EE 𝜏𝜏 0.18 0.17 0.18 0.19 0.19 0.20 0.19 0.19 0.17 
EE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.17 0.16 0.17 0.16 0.16 0.17 0.17 0.17 0.16 
EE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.02 0.02 0.02 0.04 0.04 0.04 0.04 0.04 0.03 
EE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 -0.02 
EL 𝜏𝜏 0.28 0.28 0.28 0.31 0.35 0.36 0.36 0.41 0.40 
EL 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.13 0.13 0.12 0.15 0.20 0.20 0.20 0.20 0.19 
EL 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.13 0.13 0.13 0.13 0.14 0.14 0.14 0.14 0.14 
EL 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.02 0.02 0.03 0.02 0.02 0.02 0.02 0.07 0.07 
ES 𝜏𝜏 0.41 0.39 0.40 0.41 0.41 0.42 0.42 0.42 0.41 
ES 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.14 0.13 0.13 0.14 0.15 0.16 0.17 0.17 0.15 
ES 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07 
ES 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.19 0.19 0.20 0.19 0.19 0.19 0.18 0.18 0.19 

FI 𝜏𝜏 0.53 0.52 0.52 0.51 0.51 0.54 0.55 0.56 0.56 
FI 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.23 0.22 0.21 0.21 0.21 0.21 0.21 0.22 
FI 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.07 0.06 0.06 0.07 0.07 0.08 0.07 0.08 0.08 
FI 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.23 0.23 0.24 0.23 0.23 0.26 0.27 0.26 0.26 
FR 𝜏𝜏 0.47 0.47 0.48 0.48 0.48 0.48 0.48 0.49 0.49 
FR 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.10 0.10 0.10 0.10 0.11 0.11 0.11 0.11 0.11 
FR 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 
FR 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.21 0.21 0.22 0.22 0.22 0.22 0.22 0.22 0.22 
IE 𝜏𝜏 0.39 0.39 0.41 0.42 0.43 0.44 0.44 0.44   
IE 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.19 0.19 0.21 0.20 0.25 0.26 0.26 0.26   
IE 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.06 0.06 0.09 0.09 0.06 0.06 0.07 0.07   
IE 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.13 0.14 0.12 0.12 0.12 0.12 0.12 0.12   
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Country  2007 2008 2009 2010 2011 2012 2013 2014 2015 
IT 𝜏𝜏 0.32 0.33 0.33 0.33 0.34 0.34 0.35 0.35   
IT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.24 0.24 0.24 0.24 0.25 0.25 0.24   
IT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.12 0.12 0.12 0.12 0.12 0.12 0.12 0.13   
IT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  -0.03 -0.03 -0.03 -0.03 -0.03 -0.03 -0.02 -0.02   

LT 𝜏𝜏 0.26 0.23 0.22 0.24 0.25 0.25 0.25 0.25   
LT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.23 0.21 0.15 0.15 0.15 0.15 0.15 0.14   
LT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.04 0.04 0.09 0.09 0.09 0.09 0.09 0.09   
LT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  -0.01 -0.02 -0.01 0.01 0.01 0.01 0.01 0.01   
LU 𝜏𝜏 0.37 0.37 0.36 0.37 0.39 0.39 0.40 0.40   
LU 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.16 0.17 0.16 0.16 0.18 0.18 0.19 0.19   
LU 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.11 0.11 0.12 0.11 0.11 0.11 0.11 0.11   
LU 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.09 0.09 0.09 0.09 0.10 0.10 0.10 0.10   
LV 𝜏𝜏 0.27 0.24 0.23 0.29 0.29 0.29 0.28 0.27   
LV 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.21 0.20 0.18 0.22 0.21 0.21 0.20 0.20   
LV 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.09 0.09 0.09 0.09 0.11 0.11 0.11 0.10   
LV 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  -0.03 -0.04 -0.04 -0.03 -0.03 -0.03 -0.03 -0.03   
MT 𝜏𝜏 0.26 0.25 0.25 0.25 0.26 0.26 0.26 0.25   
MT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.12 0.11 0.11 0.11 0.11 0.11 0.11 0.11   
MT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.09 0.08 0.08 0.08 0.09 0.09 0.09 0.09   
MT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06   

NL 𝜏𝜏 0.56 0.57 0.56 0.56 0.56 0.57 0.56 0.56   
NL 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.09 0.09 0.09 0.09 0.09 0.10 0.08 0.08   
NL 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.12 0.12 0.10 0.10 0.10 0.10 0.11 0.11   
NL 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.36 0.36 0.37 0.37 0.37 0.37 0.37 0.37   
PT 𝜏𝜏 0.36 0.35 0.35 0.36 0.37 0.35 0.39 0.39 0.38 
PT 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.14 0.14 0.14 0.14 0.16 0.15 0.20 0.19 0.19 
PT 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 
PT 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.11 0.10 0.11 0.11 0.10 0.09 0.08 0.08 0.08 
SI 𝜏𝜏 0.38 0.38 0.38 0.39 0.39 0.38 0.37 0.37   
SI 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.12 0.13 0.12 0.12 0.12 0.12 0.12 0.12   
SI 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.21 0.21 0.21 0.21 0.21 0.21 0.21 0.21   
SI 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.05 0.05 0.05 0.06 0.06 0.05 0.05 0.05   
SK 𝜏𝜏 0.34 0.34 0.33 0.33 0.34 0.33 0.35 0.35 0.35 
SK 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.08 0.08 0.06 0.06 0.07 0.08 0.07 0.07 0.07 
SK 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.15 0.15 0.15 0.15 0.15 0.15 0.17 0.18 0.17 
SK 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.11 0.11 0.11 0.12 0.11 0.11 0.11 0.10 0.10 

EA 𝜏𝜏 0.42 0.42 0.42 0.42 0.43 0.43 0.44 0.44 0.47 
EA 𝜏𝜏𝑇𝑇𝑇𝑇𝑇𝑇 0.16 0.16 0.16 0.16 0.17 0.17 0.17 0.17 0.15 
EA 𝜏𝜏𝑆𝑆𝐼𝐼𝑆𝑆  0.12 0.12 0.12 0.12 0.12 0.12 0.12 0.12 0.13 
EA 𝜏𝜏𝐵𝐵𝐸𝐸𝐵𝐵+𝑈𝑈𝐼𝐼  0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.14 0.19 

Source: Dolls et al. (2019). 
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This report provides a country-specific stocktaking of automatic stabilisers in 
the Eurozone and analyses the effect of automatic stabilisers in preventing pro-
cyclical fiscal policies in good and bad times. The report shows that the size of 
automatic stabilisers varies greatly across Euro-area Member States. While 
automatic stabilisers have played an important role in the early phase of the 
financial and economic crisis in 2008/2009, their countercyclical effect was 
partly offset in some Member States by a pro-cyclical fiscal stance in other years, 
in particular throughout the period 2011-2016.  The report concludes that Euro-
area fiscal governance needs to be improved and that it is key to build up fiscal 
buffers in good economic times so that automatic stabilisers can operate freely 
in prolonged downturns. This document was provided by the Economic 
Governance Support Unit at the request of the ECON Committee.  
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