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	Author
	Publication
	Data
	Estimation
	Major result

	Barro
	JPE (1979): Ricardian model
	Theory, no data
	Intertemporal budget constr. and lump sum taxation:  ( sp = -sg
	Deficit and debt have no effect on C, r and NX.

	F. Giavazzi, M.Pagano
	NBER Annual (1990)
	Annual data for  Ireland and Denmark
	Two regressions: DCG is related to DB and DY 
	Consolidation (permanent) helps private  C.

	Baxter-King
	AER (1993)
	Annual US data (1930-85)
	DSGE model
	Purchases can have multipliers >1 if are  permanent and lump-sum financed

	Blanchard
	(1993): new set of fiscal indicators
	FI = fiscal impulse (discretion): g = prim spending/gdp; t = T/gdp

FI = [g(ut-1) – tt ]- [g – t] ;  where g = F(trend, u) [the problem is that neither u nor g are always countercyclical..].

	Galì
	EER (1994)
	Cross section of countries
	Govt size (CG/Y)  reduces gdp volatility 

[CG is..less volatile].

	Alesina, Perotti
	Ec Policy (1995)
	1960-92 Oecd annual panel episodes; FI as in Blanchard
	B/GDP adjusts to large discretionary ‘episodes’ 
	Cutting G is better than rising T.

	Ramey, Ramey
	AER (1995)
	Wider and Oecd data
	Dy(i) = a – b*vol(yi)
	Volatility reduces growth. G spending affects volatility. 

	Fiorito
	IMF (1997)
	G-7 quarterly Oecd (70.1-94.4): detailed data for  taxes and spending variables.
	Stylized facts for leads and lags  gdp comovements.
	Gov.t spending is not countercyclical and does not activate GDP in most cases.

	Ramey, Shapiro
	Carnegie Rochester  (1998)
	US: DSGE and estimates.
	War dummies added to ar(1) gdp since most of DG  are anticipated.
	Exogenous military g  shows   that c falls.  

	Perotti
	QJE (1999) 
	19 Oecd countries: 1965-94 annual panel

[spending is not disaggregated]. 
	In ‘bad’ times , CG has different (negative) effects on C which depends on eG and eT VAR innovations,  multiplied by a subjectve ‘bad times’ dummy: i.e. previous B/Y when exceeding some sample  threshold. 

	Blanchard, Perotti
	QJE (2002)
	Quarterly US

SVAR: T,G, Y;
G = gov.t purchases.
	G responds to Y(t-1) not to Y(t); Tax elasticity from oecd estimates: structural shocks  via TS and DS: G(Y ↑ and T(Y↓.  G multipliers  around 1 (T ones about  -.8). 

	Gali, Perotti
	Ec. Policy (2003)
 d = a1*d(-1)+ a2*B a3*E(gap) + a4*d(-1) 
	Annual EU and  Oecd countries: 


	SGP and TM made more countercyclical discretionary fiscal policies (CAPB = d). Estimated before and after Maastricht.

	Lane 
	JPubEcon  (2003)
	Oecd database: Regression for each country and spending category.
	DG(it) = a+b*DY(it): b is used for a cross section where cyclicality reflects policy dispersion and varies by country and spending category. 

	Fatás, Mihov
	QJE (2003)

Discretion: i) policy changes not reacting to the economy changes. 

 ii) measured as the volatility of the spending shock

[it is not granted that discretion is more volatile since volatility is affected by persistence too]. 
	91 countries  (1960-2000): 3 steps

1: discretion estimated in each country  from the  e(it) [residual s.d. σg ] in:
D(Git) =  a +b*DYit + c*D(Git-1)+ di*Wit+ eit,
where W is a vector of controls including trends (sic!). IV estimates, dlog variables.

2: a panel  estimates volatility in each country σy  (i) [s.d. of the gdp rate of growth] on fiscal discretion σg (i) [sd  of eq1 residuals ] and controls (cg/y, y/pop, nx/y). 

3: Finally, a panel estimates that gdp growth is reduced by fiscal volatility
4. G is real gov.t consumption .
	Two results: 

i)  fiscal discretion is estimated from residuals and makes the economy more volatile. 

ii) volatility induced by discretion reduces gdp growth. 



	Author
	Publication
	Data
	Estimation
	Major result

	Blinder
	In a book (2006).

No data.
	Current views are against fiscal discretion. In long recessions and in special cases, fiscal discretion can be useful.  

Inside lags: time required to take fiscal policy decision

 Outside lags: time required to affect the economy. 

	Alesina, Campante and Tabellini
	JEEA (2008)
	Panel regression

 Oecd and non-Oecd sample
	D(GBAL) = 

f(output gap,  policy; also GC = f(.).
	Procyclical fiscal policy in developing countries.  Little response to  ygap.

	Coricelli, Fiorito
	CASE (2009)
	Annual data, Oecd countries
	Discretionary spending measured by less persistent  components.
	Discretionary spending is about  30% of total spending.

	Romer and Romer
	AER (2010)

Events of large tax adjustments.
	Narrative data to evaluate discretion: President speeches, Laws etc
	VAR
	T(Y↓↓ stronger effects than using standard data.

	Auerbach, Gorodnichenko
	NBER (2010)
	Quarterly  US (47.1 -09.2):  D[CG, T, Y]

Puchases: defense non defense, also. 
	STVAR: smooth transition VAR:  VAR extension of   Granger-Terasvirta AR
	IRF: from outside  expectations. Spending is more effective in recessions and for defense. 

	Afonso, Agnello, Furceri
	Public Choice (2010)

[refinement of Fatas-Mihov, 2003]
	132 countries (IMF, WEO)

Both G and T estimates:

Responsiveness (a)

Persistence (b), discretion var(u(i)) = usq(i)
	Step 1 : X= (G,T)

X = a*Y + bX(-1) +  other + u

Step2 ; 3 cross section estimates of the 3 parameters:

a(i), b(i), usq(i) = F(macro, political, geo and demographic variables) .
	More persistence ( less discretion; persistence means less reaction to economic conditions.

	Alesina, Ardagna
	In a book (2010)
	Oecd,  1970-2007

Large and subjective episodes are chosen.
	Episode panel: gdp growth depends on fiscal policy changes. 
	Tax cuts are more expansionary than spending increases.

	IMF
	IMF WEO (October 2010), Ch. 3. GIMF  (globally integrated) model.  To avoid arbitrary data choices,   a Romer-Romer  event method is used instead of CAPB (Alesina etc.) which biases instead results toward positive growth. 


	Consolidation is more costly when taxes rise because CB does not finance the economy. Consolidations  imply in the short run G↓  and  UR↑.  This is partially offset by r↓ and NX↑.  Panel estimate:

DY= a0 +a1*DY(-1)+a2*DY(-2)+a3*X(-1) + a4*X(-2) + other + e, where X is the size of  the consolidation variable.

	Ramey 
	QJE (2011)

[she asks why war news are less persistent (p.42): the reason is discretion!]
	US:  spending news are constructed and they Granger cause news  govt VAR shocks 
	VAR (Blanchard-Perotti) does not provide good shocks: they can be predicted by govt new (war periods) and by  professional forecasts. VAR shocks capture real shock too late: this timing affects VAR Keynesian results. 

	Smets-Wouters
	AER (2007, June)
	US
	Bayesian DSGE
	New keynesian: several shocks and frictions are investigated


Legend: Symbols are those typically used in macro textbooks. Also, wide-sense definitions are used since a synopsis cannot be too detailed: D = first difference operator; CAPG = cyclically adjusted primary balance; C = private consumption; CG = government consumption; Y =  GDP; NX = net exports; UR  = unemployment rate;  GBAL = government balance (deficit/surplus);  T = total revenues; G = total government spending, unless differently specified; B = government debt; sp = private savings; sg = government savings; ygap = output gap. Finally, the referred journals should be easily recognized by readers; TM = Maastricht Treaty; SGP =  Stability and Growth Pact.
Most Recent Literature

	Author
	Publication
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	Major result

	Eggertson-Woodford
	BPEA (2003)
	
	When  r=0, fiscal spending is more effective

	Christiano, Eichenbaum, Rebelo
	NBER (2009)


	US
	DSGE
	Bigger multiplier if r (nominal) does not move  or   if  r is ≈ 0. 

	Auerbach; Taylor; Feldstein
	AEA May 2009


	Separate papers discussing the role of fiscal policy (Feldstein),, the new activism (Auerbach) and the lack of rationale for a discretionary fiscal policy (Taylor).

	Eggertson
	NBER Macro (2010)
	Cutting taxes can be contractionary if rshort is zero because this will imply deflation and then a higher real rate.. A temporary budget deficit is better. There is no effect of tax cuts on labor supply. [!!]

	Corsetti-KusterMeier-Muller
	AER  (2010)
	No


	With r = 0 (see other works), spending reversal makes higher real rate. Fiscal adjustment must be gradual

	Cogan, Cwick, Taylor, Wieland
	JEDC (2010)
	US
	Simulates Smets-Wouters and compares with previous lit
	New keynesian models have smaller multipliers than old keynesian [check]

	Barro-Redlick
	QJE (2011)
	Historical US data (1914-WW2) on military spending. There is also a postwar sample
	DGMILIT per capita using Ramey defense news
	Little effect (mult<1) of temporary GMIL .  Postwar data show that GDP decreases because of higher tax rates.

	Caprioli- Momigliano 
	BI (2011)
	Italy 1982-2010 quarterly data. Cash fiscal data 
	SVAR as Blanchard-Perotti, adding   debt definition (det) and world demand (AR) . The var part includes: y (y-CG), infl, r, CG, net spending. Trend also
	GC rises private gdp (Y – CG) for 2 years only. The net revenue has a smaller and less persistent negative effect.

	Ramey
	JEL (2011): Good review of the literature
	US data. From the survey and V. Ramey previous results it is suggested that temporary, deficit financed, gov.t purchases have a multiplier between 0.8 and 1.5.

	Ramey 
	NBER 2012
	Effects of  G on private activity, i.e. gdp less govt spending. [It is interesting that CGNW belongs to private gdp, while CGW not. Employment can be increased (NGOV) witout increasing  NPRIV. News [events] added to VAR: initially private spending rises, then falls. Also adjusting for taxes mult<1.

	Parker
	JEL (2011)
	Stresses that DSGE and VAR models cannot evaluate different states of the economy (recessions) because of linearity.  Some results can be obtained by micro, partial equilibrium responses to fiscal policy.  Recent literature is discussed and presented.

	Taylor
	JEL (2011)
	US data (01q1-11q1) to check if  2001 and 2008 had effect on consumption
	Compares C estimates with and without stmuli there is little difference
	No help from temporary discretionary  spending. 

	DeLong-Summers 
	BPEA (March 2012) presentation
	There is no estimate but some sort of calibration on a very simple US model
	In a contraction and when the interest rate is about zero, increasing gov.t purchases is self financing if the real rate is  at reasonably low levels (<10%, in practice). Output hysteresis affects also futura output and makes more effective the temporary fiscal expansion .

	Fatas-Mihov
	CEPR, 2012
	Bal = CAB + AS;Discretionary policy =  DCAB; AS = automatic stance.  Automatism rises with gov.t size [Galì..].  Panel estimates show  that balance are countercyclical. AS responds to the cycle ; Discretions varies by country [confused but to see it again]


