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Evaluation of the SGP

Basis: criteria of good practice

Criterion Original version Present version

Definition +++ F++
Transparency +++ ++
Simplicity ++

Flexibility ++ 4+
Adequacy ++ ++
Enforceability ++ +
Consistency ++ ++
Efficiency ++ ++

Key: +++very good; ++good; + fair.

Source: Buti and Giudice (2002) and update.



Options for reform

1. Consolidation of SB/MTO and debt reduction

[roots: Sweden, Brazil]
* Convergence to debt reference value

d, < d, > s> (%) d,_, + Ad;

* Retain expenditure benchmark
* Commission: technical surveillance role only
* Council: political role, policy recommendations

* Junior sovereign bonds to finance unjustified excess deficits



Options for reform

2. Operational real debt rule
[roots: Hungary, US]

* Convergence to (nominal) debt reference value

in year t: Sii3 = r{+3D{+2 + AD;. 4
in year t+1: B;.3 = S;.3 —M{+3

* Commission: technical surveillance role only
* Council: political role, policy recommendations

* Junior sovereign bonds to finance unjustified excess deficits



Options for reform

3. Market-based autonomous approach
[roots: Canadian, Swiss, US subnational gov’ts]

* Member states choose own national fiscal rules
* IFls: monitoring compliance with national rules
« Commission: overall surveillance and guidance

* Effective enforcement of no-bailout principle
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