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The meeting, which was well attended, was chaired by Jean Pisani-Ferry, who highlighted the 

relevance of the subject at stake as well as the depth of the on-going debate, and introduced two 

presenters and the discussants. 

 

Part I: 

Is Lisbon far from Maastricht? Trade-offs and complementarities between fiscal discipline 

and structural reforms 

Marco Buti, Werner Roeger and Alessandro Turrini (DG ECFIN) 

 

Marco Buti specifically addressed the question of the coordination of fiscal discipline (necessary 

to ensure macroeconomic stability) and structural reforms (needed to raise growth potential). The 

main issue was to find out the degree to which the two constraints – the Maastricht Treaty and the 

Lisbon Agenda – are substitutes rather than complements.  

 

After a brief review of the literature, the authors developed a simple model and provided 

empirical evidence. They concluded that a complementarity between fiscal discipline and reforms 

is indeed possible, but it also depends on governments’ time horizon as well as on the debt size. 

They highlighted that, as structural reform brings higher growth, high short-term reform 

multipliers increase the complementarity between fiscal discipline and reforms. In other words, if 

reforms have short-term gains, then ‘forcing’ a myopic government to limit its deficit – through 

budgetary consolidation - can encourage reforms. Finally, they stressed that the EMU had a 

different impact on the euro-area member states according to the timing of the political cycle of 

the countries involved. 

 

Part II: 

End of Privileges, Pay to reform 
Jacques Delpla (BNP Paribas & CAE), Charles Wyplosz (Graduate Institute of International 

Studies - Geneva) 

 

Delpla and Wyplosz started from the observation that, in France, reforms seem to be particularly 

difficult to implement, and that lack of consistent and comprehensive reforms may account for 

the poor economic performance (high unemployment and slow growth). They claimed that 

reforms are so urgent that the issue is no longer whether to reform, but rather how. They argued 

that removing rents cannot be achieved through simple expropriation of rent-owners or through 

consensus but, rather, through Pareto transfers: identifying the losers of the reforms and offering 

ex ante compensation.  

 

Their exercise focused on several categories of reform: taxis, retail trade, labour market, 

pensions, public administration, university and research, and agriculture. The estimated cost of 

this reform strategy through Pareto transfers was of €380 billion, or 20.9 percent of the current 

French GDP. 

 

After a brief description of the way in which these reforms should be implemented in each of the 

sectors referred to, the authors discussed the potential loopholes of such an approach: mainly the 

possibility that rents could again be lobbied for by the old rent-owners, and the incompatibility 

between the Stability and Growth Pact (SGP) and this type of reform strategy. However, the 



authors argued that the SGP should be relaxed to allow for these types of growth-stimulating 

reform. 

 

Part III (Discussion of the first two presentations): 

Structural reforms in Europe: Champagne for All and Caviar for the Losers 
Xavier Debrun (Bruegel and Graduate Institute of International Studies, Geneva) 

 

Xavier Debrun made a detailed analysis of the first two presentations. He investigated the 

possibility of a Public Finance Trilogy: congruity between the Maastricht Treaty, the Lisbon 

Agenda and the Stockholm Pillar (income redistribution to guarantee social cohesion). Debrun 

carefully examined the theoretical underpinnings of the two presented papers and pinpointed 

some inconsistencies. As to Buti et al., Debrun agreed with the principle that a government may 

use structural reforms (positive supply shock) to make up for the adverse Keynesian effects of a 

‘forced’ fiscal contraction, while suggesting that this outcome is rather optimistic. Debrun argued 

that reforms have macroeconomic costs in the short-run and, as a result, the positive effect on 

output, in the short run, is rather uncertain. He accompanied his theoretical arguments by 

simulation-based results, showing that whereas tax reforms have positive effects on outcome in 

the short run, the same does not also apply to labour market reforms.  

 

As to Delpla and Wyplosz, the discussion of Debrun focused more on the implementation 

strategy, as he agreed with the principle that transfer schemes can make reforms a Pareto-

improving move. Therefore, Debrun addressed the issues of time-inconsistency (how to ensure 

that reforms will be sustained), asymmetric information (as losses often depend on individual and 

asymmetric characteristics), as well as the difficulties involved in the estimation of the right 

transfer.    

 

Part IV (Re-launching the debate): 

Re-launching 
Jens Henriksson (Bruegel) 

 

The aim of this last session was to re-launch the debate, after the more detailed and technical 

aspects provided by Xavier Debrun. Hence, Henriksson adopted a broader analytical perspective, 

addressed the prioritisation of governments tasks, and drew conclusions from the experience of 

Scandinavian countries (Henriksson was a state secretary during the 90s’, in the years of the 

Swedish budgetary consolidation). In his view, macroeconomic fundamentals are of key 

importance, as the relative performance of European countries is closely linked to them. In 

addition, besides the final aim and result of reforms, he argued that great importance should be 

given to the way in which reforms are carried out, on the political language of reforms, as this 

may have a large impact on the final result. 

 

General Discussion 

 

The originality of the two presentations and the thoroughness of the two discussions spurred a 

lively and interesting debate, with comments, remarks and suggestions coming from a large 

number of participants. Comments were made about the underlying assumptions adopted by 

Buti’s model, and on the limited validity of its policy implications, as previously highlighted by 

Xavier Debrun. As to the idea presented by Delpla and Wyplos, several participants highlighted 

the technical difficulties involved in the implementation of the Pareto transfers (mostly linked to 

the identification of rent-owners, the evaluation of rents and the phenomenon of adverse 

selection). Doubts were also cast on the likelihood that transfer schemes (which imply a tax on 

future generations) would indeed ensure reforms or rather bolster opposition to them.    


