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Reform of EU fiscal rules according to the European 
Commission orientations: DSAs as an anchor
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inclusive growth. In order for the framework to be consistent across its components and 
deliver effective economic surveillance, there is a need to clarify the objectives of each 
surveillance strand, to better integrate macroeconomic and fiscal policies, and to add 
instruments to monitor progress and meet new objectives. Therefore, in addition to revising 
the EU fiscal framework and the MIP, notably by integrating fiscal, reform and investment 
objectives into a single holistic medium-term plan, the Commission’s orientations call for the 
establishment of a new EU enforcement tool for reforms and investment. This tool would 
ensure the enforcement of Member States’ reform and investment commitments underpinning 
a more gradual fiscal adjustment (see Section 4.1).  

The Treaty reference values of 3% of GDP budget deficit and 60% debt-to-GDP ratio 
remain unchanged. These values are established in a Treaty Protocol and the focus of the 
review is on making sure that those values are adhered to in a more effective manner, 
especially by focusing on an appropriate and credible debt reduction path towards 60% of 
GDP, while at the same time ensuring that the economic governance framework is conducive 
to sustainable and inclusive growth. 

Figure 2: A suggested revised fiscal framework 

 

3.2 National medium-term fiscal-structural plans as the centrepiece of the new governance 
architecture  

National medium-term fiscal-structural plans that bring together the fiscal, reform and 
investment commitments of each Member State, within a common EU framework, 
would be the cornerstone of the proposed revised framework. (7) This would ensure 
consistency and streamline processes and deliverables, while recognising that reforms and 
investments can have a positive impact on fiscal sustainability. The revised EU fiscal 

 
(7) The fiscal-structural plans would merge the current Stability and Convergence Programmes with the National 
Reform Programmes.  
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Reforming the EU’s fiscal rules with DSAs as an anchor

• Four important aspects for upcoming reform debates 
• making judgement calls with regard to DSA assumptions 

• ensuring transparency and democratic legitimacy 

• promoting public investment in the context of climate goals 

• tackling cross-border effects of fiscal policy
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Judgement calls: the role of assumptions
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Source: European Commission (2022): Fiscal Sustainability Report 2021; own calculations.
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Ensuring transparency and democratic legitimacy

• All relevant data and code files should be publicly available 

• Debates in the ECON Committee of the European Parliament on the 

plausibility of the main DSA assumptions 

• Commission could approve member states’ fiscal-structural plans by 

delegated act 
• The European Parliament and the European Council would then both have the possibility 

to overturn the decision within a predetermined period of time 

• National parliaments could be involved after the respective government has 

negotiated expenditure plans with the Commission based on DSA inputs
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Public investment has to increase considerably to meet climate 
targets. Will this be compatible with a focus on falling debt ratios?
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Individual fiscal paths derived from the European Commission’s debt 
sustainability analysis need to make sense for the euro area as a whole. 

 7

21 

 
 

European Fiscal Board 
 

 

FISCAL POLICY DEVELOPMENTS  
Graph 2.1: Drivers of the change in the general government 

budget balance; euro area aggregate 
Graph 2.2: Government revenue and expenditure; euro 

area aggregate 

  
Source: European Commission. 

Note: (1) A decrease in interest payments is shown as an improvement in the headline 

balance. 

Source: European Commission. 

 
Graph 2.3: Fiscal stance, the structural primary balance; euro 

area aggregate 

 
Graph 2.4: Fiscal impulse, change of the structural 

primary balance, euro area aggregate 

  
Source: European Commission. 

Note: Fiscal stance includes the impact of RRF grants (based on cash disbursements). 

Source: European Commission. 

Note: Fiscal impulse includes the impact of RRF grants (based on cash 

disbursements). 

Graph 2.5: Fiscal impulse as measured by net government 
expenditure growth relative to medium-term 
potential growth; euro area aggregate  

Graph 2.6: Contributions of countries to the aggregate 
fiscal impulse 

  
Source: European Commission, own calculations. 

Note: The graph shows the difference between net expenditure growth and medium-

term potential growth (see glossary); it is multiplied by the share of expenditure in GDP 

to be expressed in % of GDP. If net expenditure growth exceeds medium-term potential 

growth, the fiscal impulse is considered expansionary. 

Source: European Commission. 

Notes: (1) The group of high-debt countries includes the euro area countries 

with a debt-to-GDP ratio above 90% in 2021: Belgium, Greece, Spain, France, 

Italy, Cyprus and Portugal. Others: the remaining countries of the euro area.  

  
Source: European Fiscal Board (2022).
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Conclusions

• The European Commission’s power would increase significantly 

• Additional safeguards required 

• Transparency and democratic legitimacy 

• Public investment 

• Cross-border effects of fiscal policy 

• Importance for CESEE countries 
• Currently lower public debt ratios, but: 

• Additional spending: investment in green industries, ageing population
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Thank you for your attention. 

e-mail: heimberger@wiiw.ac.at 
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