
Contents

Acknowledgments ix

Foreword by Christine Lagarde xi

Introduction 1

Carlo Cottarelli, Philip Gerson, and Abdelhak Senhadji

Part I

1 Fiscal Sustainability and Fiscal Risk: An Analytical
Framework 15
carlo cottarelli

2 Debt Dynamics and Fiscal Sustainability 31
Carlo CottarelIi and Julio Escolano

3 The Determinants of the Interest-Rate-Growth Differential 49
Julio Escolano

4 Determinants of the Primary Fiscal Balance: Evidence from a Panel
of Countries 67
LiZeng

5 The Relationship between Debt Levels and Growth 97
Manmohan S. Kumar and |aejoon'§7oo

Part II

6 Fiscal Tiends and Fiscal Stress Prior to the Crisis 129

Jiri Jonas and Iva Petrova



ui contents

7 Current Debt Crisis in Historical Perspective 161
S. Ali Abbas, Nazim Belhocine, Asmaa El-Ganainy,
and Anke'§feber

8 The Other Crisis: Sovereign Distress in the Euro Area 793
S. Ali Abbas, Nathaniel Arnold, Petra Dacheva, Mark De Broeck, Lorenzo
Forni, Martine Guerguil, and Bruno Versailles

9 Has Taxation Contributed to the Crisis? 227
John Norregaard, Aqib Aslam, Dora Benedek, and Thornton Matheson

Part III

10 Fiscal Policy Response in Advanced and Emerging Market
Economies ż55
Elif Arbatli, Thomas Baunsgaard, Alejandro Guerson, and Kyung-Seol Min

11 Fiscal Poliry Response during the Crisis in Low-Income African
Economies ż87
Martine Guerguil, Marcos Poplawski-Ribeiro, and Anna Shabunina

12 Size of Fiscal Multipliers 315
Aiko Mineshima, Marcos Poplawski-Ribeiro, and Anke §(eber

13 Coordination of Fiscal and Monetary Policies 373
Mika Kortelainen, Douglas Laxton, and Jack Selody

14 Financial Sector Support: Why Did Costs Differ So Much? 393
Ceyla Pazarbasioglu, Uffe Mikkelsen, and Suchitra
Kumarapathy

15 Impact of the Crisis and Policy Response at the Sub-national
Level 407
Borja Gracia, Jimmy McHugh, and Tigran Poghosyan

Part IV

16 Fiscal Outlook in Advanced and Emerging Markets 43t
Laura Jaramillo and Pablo Lopez-Murphy

17 Escaping High Debt: The Narrow Path Ahead 455
Lorenzo Forni and Marialuz Moreno Badia



contents uii

18 Institutional Reforms and Fiscal Adiustment 485
xavier Debrun and Andrea schaechter

19 Long-Term Fiscal Challenges 515
Baoping Shang and Mauricio Soto

20 Fiscal Adjustment, Growth, and Global Imbalances 535

Mika Kortelainen, Douglas Laxton, and Jack Selody

27 Policy Lessons from the Crisis and the Way Forward 551

Carlo Cottarelli, Philip Gerson, and Abdelhak Senhadji

Contributors 557

lndex 559


