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Executive summary 

In the aftermath of the global financial crisis and the fiscal stimulus efforts that 

followed, many OECD countries have adopted fiscal consolidation programmes. In fact, 

it is a long time since so many countries have been simultaneously attempting to curb 

their fiscal deficits and debt levels. 

These efforts have had a concrete impact. In general, fiscal balances have improved 

since the peak of the financial crisis. The fiscal deficit of OECD countries shrank by 

1.8 percentage points of GDP from 2009 to 2011. However, the average fiscal deficit was 

still 6.3% of GDP in 2011, and the gross debt of OECD countries is still increasing, from 

92.5% of GDP in 2009 to 103% in 2011, as predicted in last year’s report. Several 

countries have intensified their fiscal consolidation efforts, introducing additional 

measures and extending the time horizon to implement them (Figure 1.10). 

Sub-national governments account on average for 15% of public debt and 13% of 

public deficits in OECD countries, and for above 50% and 70%, respectively, in some 

more decentralised ones. Most countries thus require sub-national governments to 

participate in national consolidation plans, by tightening borrowing and deficit rules, 

imposing spending limits, or tightening the enforcement of existing fiscal rules. 

Most of the fiscal consolidation is taking place through expenditure reduction 

(Figure 1.15). However, as the expansionary fiscal policies in 2007-09 were concentrated 

on the expenditure side and nearly a third of consolidation packages rely on revenue 

enhancement measures, the public sectors of OECD countries are likely to remain above 

their 2007 levels (Figure 1.16). 

After three years of fiscal consolidation, about half of the announced consolidation 

volume in the plans for 2009-15 has already been implemented (Figure 1.11). 

Notwithstanding, compared to last year’s report, the implemented consolidation 

in 2009-11 is somewhat behind the original plan. OECD countries have implemented 

fiscal consolidation by 2.8% of GDP in this period against last year’s planned 

consolidation of 3.3% of GDP, resulting in a slightly more back-loaded consolidation 

effort. The revised planned consolidation in OECD countries in 2012-15 is still 

substantial, with an average of 2.8% of GDP (Figure 1.12). 

Since last year’s report, the background for grouping countries has changed 

somewhat: now, a total of three countries have entered into programmes supported by the 

European Commission, the European Central Bank and the International Monetary Fund; 

several countries with relatively high consolidation needs are experiencing distinct 

market pressure measured by the long-term government bond yields; and most countries 

have adopted new measures and extended the implementation period. Given the different 

pressures and speed of fiscal consolidation, this report categorises countries into 

four groups: 

A. Countries with IMF/EU/ECB programmes: Greece, Ireland and Portugal. 
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B. Countries under distinct market pressure: Belgium, Hungary, Italy, Poland, the 

Slovak Republic, Slovenia and Spain. 

C. Countries with substantial deficits and/or debt, but less market pressure: Austria, 

Canada, the Czech Republic, Denmark, Finland, France, Germany, Iceland, Israel, 

Japan, the Netherlands, New Zealand, the United Kingdom and the United States. 

D. Countries with no or marginal consolidation needs: Australia, Chile, Estonia, 

Korea, Luxembourg, Mexico, Norway, Sweden, Switzerland and Turkey. 

The three countries in category A have extended their consolidation plans since last 

year. Except for Greece, these countries have increased the total volume of their 

consolidation plans for the period 2009-15. The group has increased consolidation on 

average by 1 percentage point of GDP since last year’s report, to 16.2% of GDP. These 

countries have also implemented more than half of the announced volume of their 

consolidation plans for 2009-15. Their planned additional consolidation for the period 

2012-15 ranges from 3.7% of GDP to 8.2%, averaging 6.6% of GDP (Figure 1.12). 

All seven countries in category B have increased the total volume of their 

consolidation plans for the period 2009-15, on average by 2.2 percentage points of GDP 

since last year’s report, to 6.1% of GDP. Except for Belgium, these countries have 

implemented more than one-third of the announced volume of their consolidation plans 

for the period 2009-15. Their planned additional consolidation ranges from 2.3% of GDP 

to 4.6%, averaging 3.7% of GDP. 

Among the 14 countries in category C, there are some differences in the approach to 

fiscal consolidation. Some countries have experienced a faster economic recovery than 

expected one year ago, like Germany. Germany did not provide any new data on 

consolidation from 2012. At the opposite end, Japan and the United States have large 

deficits and large debt-to-GDP levels, but neither has yet adopted a specific fiscal 

consolidation plan to deal with this situation. In between, there are a number of EU 

countries that are under the excessive deficit procedure and that are assessed by the 

European Commission. Of these, the Czech Republic and the United Kingdom have 

announced the largest fiscal consolidation packages (6.1% and 7.1% of GDP, 

respectively). The remaining countries in category C (Canada, Finland, Iceland, Israel and 

New Zealand) have announced very different consolidation packages ranging from 9.1% 

of GDP (Iceland) to 1.6% of GDP (Canada) corresponding to the specific situation in 

these countries. On average, the increase of fiscal consolidation plans for category C 

countries is 0.9 percentage points of GDP, to 4.3% of GDP. These 14 countries have 

planned fiscal consolidation for the years 2012-15 averaging 2.6% of GDP. 

The ten countries in category D do not need substantial consolidation but some of 

them, like Luxembourg, have announced fiscal consolidation measures. 

The consolidation plans are not always specified and quantified, as reported last year 

(Figure 1.14). For example, the United Kingdom provided specified measures, but the 

quantified impact of the operational measures was difficult to assess. 

As reported last year, the countries with quantified expenditure measures continue to 

rely on programme measures over operational ones. This is not a surprise as programme 

expenditures comprise the largest bulk of overall public expenditure. In particular, most 

of the countries with the largest consolidation packages on the expenditure side (Greece, 

Ireland, Spain and the United Kingdom) rely heavily on programme measures 

(Figure 1.21). On average, the countries in category A have quantified programme 
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measures amounting to 4.9% of GDP against 1.6% of GDP on operational measures. The 

averages in category B were 2.3% and 1.6% of GDP respectively. Welfare, health care, 

pensions and infrastructure are the four most frequently targeted programme areas for 

consolidation (Figures 1.24-1.26). 

Among countries with quantified revenue enhancement measures, the countries in 

category A have the highest impact of such measures, averaging 5.3% of GDP 

(Figure 1.31). The countries with revenue enhancement measures rely the most on tax 

measures, of which consumption taxes are the most frequently adopted, followed by 

income taxes and reductions in tax expenditures (Figure 1.30). Consumption tax measures 

focus on excise duties on tobacco and alcohol, VAT and environmental taxes 

(Figure 1.32). Of income-related tax measures, personal income tax measures are the 

most common, followed by corporate income tax measures and social security 

contributions (Figure 1.34). 

Sub-national governments’ consolidation needs are often considerable, but their 

margin of manoeuvre to increase their own revenues is usually limited (for example, 

limited tax autonomy and high reliance on central government transfers). On the spending 

side, sub-national governments represent on average 30% of public spending and 65% of 

public investment, and are often key providers of important public services (they 

represent almost 60% of spending on education, and above 30% in health). To meet their 

consolidation targets (whether self-imposed or required by the central government), 

sub-national governments are taking measures such as: increasing their own taxes and 

fees (when they have sufficient autonomy to do so), fighting tax evasion, seeking 

efficiency gains (for example, by municipal co-operation) and cutting expenditure. 

Consolidation constraints on sub-national governments may create cascade effects on 

local labour markets (mainly through public procurement) and threaten local growth 

possibilities (as investment is cut). Consolidation constraints can also provoke or increase 

inequalities in local public service access and quality. To achieve consolidation targets 

while attempting to mitigate such risks, many countries have adopted (or are discussing) 

fiscal decentralisation reforms (territorial re-organisation, financing system for 

sub-national governments, allocation of responsibilities, etc.). 


