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Table A1: Balance Forecast Errors (% of GDP)

	Country
	
	One Year
	Two Year
	Three Year

	Australia
	mean
	-0.2
	-0.3
	1.2

	1985 -2009
	min
	-2.8
	-1.5
	-1.1

	
	max
	4.2
	3.5
	3.4

	
	obs
	25
	14
	2

	Austria
	mean
	0.2
	0.6
	1.1

	1999 -2011
	min
	-1.3
	-1.5
	-2.1

	
	max
	3.7
	3.9
	4.9

	
	obs
	13
	12
	11

	Belgium
	mean
	0.1
	0.6
	1.4

	1999 -2011
	min
	-1.0
	-2.2
	-1.1

	
	max
	2.5
	5.9
	6.3

	
	obs
	13
	12
	11

	Canada
	mean
	-0.9
	-0.5
	

	1985 -2010
	min
	-2.4
	-2.5
	

	
	max
	1.3
	2.7
	

	
	obs
	25
	22
	0

	Chile
	mean
	-1.5
	
	

	1977 -2009
	min
	-8.3
	
	

	
	max
	7.1
	
	

	
	obs
	33
	0
	0

	Denmark
	mean
	-0.5
	-0.1
	0.4

	1999 -2011
	min
	-3.3
	-3.6
	-3.3

	
	max
	2.7
	4.7
	4.5

	
	obs
	13
	12
	11

	Finland
	mean
	-0.6
	-0.6
	0.3

	1999 -2011
	min
	-2.5
	-4.7
	-3.1

	
	max
	4.6
	6.1
	5.3

	
	obs
	13
	12
	11

	France
	mean
	0.4
	1.5
	2.6

	1996 -2011
	min
	-1.1
	-0.8
	-0.1

	
	max
	3.6
	5.8
	6.6

	
	obs
	16
	12
	11

	Germany
	mean
	0.5
	1.0
	1.5

	1991 -2011
	min
	-2.3
	-3.5
	-2.2

	
	max
	7.5
	7.6
	4.8

	
	obs
	21
	20
	11

	Greece
	mean
	4.7
	6.3
	7.6

	2000 -2011
	min
	1.6
	2.9
	4.3

	
	max
	11.9
	14.8
	14.4

	
	obs
	12
	11
	10

	Ireland
	mean
	2.3
	3.5
	5.5

	1999 -2011
	min
	-3.5
	-3.5
	-4.0

	
	max
	19.6
	26.5
	30.2

	
	obs
	13
	12
	11

	Italy
	mean
	0.4
	1.4
	3.1

	1990 -2011
	min
	-4.0
	-3.7
	0.2

	
	max
	3.1
	7.8
	6.8

	
	obs
	22
	21
	11

	Luxemburg
	mean
	-1.8
	-1.6
	-0.4

	1999 -2011
	min
	-5.6
	-4.8
	-4.8

	
	max
	1.9
	2.6
	4.5

	
	obs
	13
	12
	11

	Mexico
	mean
	0.4
	0.3
	0.5

	1995-2009
	min
	-0.1
	-0.6
	0.1

	
	max
	2.3
	1.6
	1.1

	
	obs
	15
	5
	4

	Netherlands
	mean
	0.3
	0.8
	1.7

	1995 -2011
	min
	-2.6
	-3.1
	-2.1

	
	max
	6.8
	6.2
	6.5

	
	obs
	17
	12
	11

	New Zealand
	mean
	0.0
	-0.3
	-0.8

	1995 -2008
	min
	-2.5
	-2.4
	-0.8

	
	max
	2.9
	3.9
	-0.8

	
	obs
	14
	13
	1

	Norway
	mean
	-0.9
	
	

	2002 -2011
	min
	-5.3
	
	

	
	max
	5.8
	
	

	
	obs
	10
	0
	0

	Portugal
	mean
	1.9
	2.8
	4.0

	1999 -2010
	min
	-0.6
	-2.4
	1.0

	
	max
	6.3
	8.7
	9.4

	
	obs
	12
	12
	11

	South Africa
	mean
	-0.2
	-0.6
	-0.8

	1998 -2009
	min
	-2.9
	-3.9
	-3.8

	
	max
	5.6
	5.5
	4.5

	
	obs
	12
	11
	10

	Spain
	mean
	0.8
	1.6
	2.6

	1999 -2011
	min
	-1.5
	-2.2
	-2.2

	
	max
	5.7
	12.4
	12.1

	
	obs
	13
	12
	11

	Sweden
	mean
	0.0
	0.4
	1.5

	1998 -2011
	min
	-3.7
	-2.5
	-2.7

	
	max
	3.4
	4.6
	4.6

	
	obs
	14
	13
	11

	Switzerland
	mean
	0.8
	1.1
	

	1990 -2005
	min
	-0.6
	-1.1
	

	
	max
	2.7
	3.1
	

	
	obs
	16
	15
	0

	United Kingdom
	mean
	0.3
	1.4
	3.0

	1997 -2011
	min
	-3.4
	-3.9
	-0.6

	
	max
	3.4
	9.1
	9.8

	
	obs
	15
	13
	11

	United States
	mean
	0.4
	1.3
	2.1

	1986 -2011
	min
	-2.2
	-3.1
	-3.6

	
	max
	7.4
	8.9
	8.7

	
	obs
	26
	25
	22


Note: The years refer to the years for which we have data on the one-year ahead budget forecast error.
Table A2: Summary Statistics for Errors in Budget Balance Forecasts (% of GDP) by year


	year
	One year
	Two Year
	Three year

	1997
	-0.12
	-0.11
	-2.38

	1998
	-0.06
	-0.42
	-3.02

	1999
	-0.30
	-0.78
	-2.52

	2000
	-0.83
	-1.59
	-2.32

	2001
	0.62
	0.06
	-0.26

	2002
	1.44
	1.77
	1.85

	2003
	0.96
	1.94
	3.02

	2004
	-0.09
	1.06
	2.59

	2005
	-0.71
	-0.03
	1.01

	2006
	-1.37
	-0.93
	-0.45

	2007
	-0.88
	-1.05
	-0.90

	2008
	0.89
	1.03
	0.78

	2009
	3.88
	6.22
	6.35

	2010
	-0.03
	4.34
	7.57

	2011
	-0.05
	-0.20
	3.48
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Table A3: Mean Budget Forecast Errors
	Country
	BBEt+1
	BBEt+2
	BBEt+3

	Australia
	-0.24
	-0.27
	1.16

	Austria
	0.25
	0.58
	1.11

	Belgium
	0.05
	0.57
	1.45

	Canada
	-0.93
	-0.53
	

	Chile
	-1.54
	
	

	Denmark
	-0.47
	-0.12
	0.44

	Finland
	-0.58
	-0.58
	0.31

	France
	0.36
	1.46
	2.57

	Germany
	0.54
	0.96
	1.52

	Greece
	4.71
	6.32
	7.60

	Ireland
	2.32
	3.54
	5.46

	Italy
	0.36
	1.43
	3.09

	Luxemburg
	-1.82
	-1.58
	-0.37

	Mexico
	0.41
	0.27
	0.46

	Netherlands
	0.26
	0.80
	1.74

	New Zealand
	0.05
	-0.28
	-0.80

	Norway
	-0.93
	
	

	Portugal
	1.90
	2.75
	4.04

	South Africa
	-0.16
	-0.59
	-0.85

	Spain
	0.79
	1.63
	2.60

	Sweden
	-0.02
	0.43
	1.47

	Switzerland
	0.85
	1.05
	

	United Kingdom
	0.31
	1.36
	3.01

	United States
	0.43
	1.35
	2.06

	Average
	0.29
	0.93
	1.90


Table A4: Forecast and Actual Violations of the Excessive Deficit Procedure 3% Limit, 1999-2007

Euro v. Non-Euro members, One year EDP violations/forecasts

	Euro
	A.N.V.
	A.V.
	Total
	
	Non-Euro
	A.N.V.
	A.V.
	Total

	F.N.V.
	63
	23
	86
	
	F.N.V.
	102
	8
	110

	F.V.
	1
	7
	8
	
	F.V.
	5
	0
	5

	Total
	64
	30
	94
	
	Total
	107
	8
	115


Euro v. Non-Euro members, Two year EDP violations/forecasts

	Euro
	A.N.V.
	A.V.
	Total
	
	Non-Euro
	A.N.V.
	A.V.
	Total

	F.N.V.
	54
	27
	81
	
	F.N.V.
	80
	8
	88

	F.V.
	0
	1
	1
	
	F.V.
	5
	0
	5

	Total
	54
	28
	82
	
	Total
	85
	8
	93


Euro v. Non-Euro members, Three year EDP violations/forecasts

	Euro
	A.N.V.
	A.V.
	Total
	
	Non-Euro
	A.N.V.
	A.V.
	Total

	F.N.V.
	46
	24
	70
	
	F.N.V.
	41
	10
	51

	F.V.
	0
	0
	0
	
	F.V.
	2
	0
	2

	Total
	46
	24
	70
	
	Total
	43
	10
	53


Notes: F.N.V. denotes a forecast budget deficit smaller than 3% of GDP (“Forecast: No Violation”), F.V. denotes a budget deficit breaking the 3% limit (“Forecast Violation”), A.N.V. denotes a realized deficit smaller than 3% of GDP (“Actual: No Violation”), and A.V. denotes a realized deficit greater than the 3% limit (“Actual Violation”).
Table A5, Panel 1: The Euro, Budget Balance Forecast Errors, and Deficits, One year ahead

	VARIABLES
	BBEt+1
	BBEt+1
	BBEt+1
	BBEt+1
	BBEt+1

	
	
	
	
	
	

	OGt
	0.590***
	0.0604
	-0.274
	0.129
	-0.320

	
	(0.125)
	(0.217)
	(0.332)
	(0.265)
	(0.305)

	Deficitt*BBt
	-0.338**
	-0.357*
	-0.0134
	-0.238
	0.122*

	
	(0.151)
	(0.187)
	(0.0800)
	(0.182)
	(0.0615)

	EDPt
	
	
	
	-0.279
	1.461**

	
	
	
	
	(0.877)
	(0.634)

	Eurot

	0.501
	0.228
	-1.037**
	-0.342
	-0.955**

	
	(0.486)
	(0.341)
	(0.420)
	(0.380)
	(0.374)

	Eurot*OGt
	
	
	0.0329
	-0.207
	0.0585

	
	
	
	(0.165)
	(0.212)
	(0.166)

	Eurot*EDPt
	
	
	
	2.134**
	-1.608

	
	
	
	
	(0.834)
	(1.208)

	Eurot*Deficitt*BBt
	
	
	-0.756***
	
	-0.913**

	
	
	
	(0.200)
	
	(0.334)

	Constant
	-0.557
	0.237
	0.586
	0.518
	3.121***

	
	(0.398)
	(0.227)
	(0.346)
	(1.471)
	(0.836)

	
	
	
	
	
	

	Observations
	219
	219
	219
	218
	218

	R-squared
	0.194
	0.346
	0.469
	0.397
	0.479

	Year FE
	No
	Yes
	Yes
	Yes
	Yes

	
	(1)
	(2)
	(3)
	(4)
	(5)


Table A5, Panel 2: The Euro, Budget Balance Forecast Errors and Deficits, Two years ahead

	VARIABLES
	BBEt+2
	BBEt+2
	BBEt+2
	BBEt+2
	BBEt+2

	
	
	
	
	
	

	OGt
	1.315***
	0.311
	-0.254
	0.0218
	-0.265

	
	(0.290)
	(0.356)
	(0.348)
	(0.243)
	(0.266)

	Deficitt*BBt
	-0.375**
	-0.435*
	-0.108
	-0.179
	0.0759

	
	(0.154)
	(0.205)
	(0.120)
	(0.170)
	(0.128)

	EDPt
	
	
	
	0.589
	1.940*

	
	
	
	
	(0.956)
	(0.948)

	Eurot

	0.985
	0.204
	-0.977*
	-0.549
	-0.922*

	
	(0.578)
	(0.415)
	(0.551)
	(0.463)
	(0.501)

	Eurot*OGt
	
	
	0.446
	0.312
	0.483

	
	
	
	(0.394)
	(0.331)
	(0.387)

	Eurot*EDPt
	
	
	
	2.352*
	-0.232

	
	
	
	
	(1.131)
	(0.840)

	Eurot*Deficitt*BBt
	
	
	-0.684***
	
	-0.595**

	
	
	
	(0.193)
	
	(0.218)

	Constant
	-0.359
	1.275***
	1.865***
	1.947
	3.693***

	
	(0.441)
	(0.371)
	(0.363)
	(1.326)
	(0.860)

	
	
	
	
	
	

	Observations
	211
	211
	211
	210
	210

	R-squared
	0.332
	0.472
	0.525
	0.526
	0.544

	Year FE
	No
	Yes
	Yes
	Yes
	Yes

	
	(6)
	(7)
	(8)
	(9)
	(10)


Robust standard errors in parentheses, clustered at the country level.
***, **, and * denote significance at the level of 1, 5, and 10%, respectively.
Notes: European countries.

Table A6: National Budget Balance rules, Deficits, and the Excessive Deficit Procedure

	VARIABLES
	BBEt+1
	BBEt+1
	BBEt+2
	BBEt+2

	
	
	
	
	

	OGt
	0.138
	0.173
	0.624
	0.685

	
	(0.289)
	(0.295)
	(0.577)
	(0.548)

	Deficitt*BBt
	-0.461*
	-0.240
	-0.538*
	-0.0915

	
	(0.241)
	(0.280)
	(0.260)
	(0.269)

	BBR FRIt
	-0.463
	-0.175
	-0.694
	-0.0941

	
	(0.670)
	(0.507)
	(0.958)
	(0.700)

	BBR FRIt*OGt
	-0.331
	-0.299
	-0.909
	-0.847

	
	(0.454)
	(0.449)
	(0.830)
	(0.786)

	BBR FRIt*Deficitt*BBt
	-0.0986
	-0.405
	-0.148
	-0.548

	
	(0.314)
	(0.461)
	(0.367)
	(0.416)

	EDPt
	
	1.876
	
	3.633***

	
	
	(1.179)
	
	(1.158)

	BBR FRIt*EDPt
	
	-2.974
	
	-4.302**

	
	
	(2.015)
	
	(1.886)

	Constant
	-4.271
	-2.610
	-4.321
	-0.815

	
	(3.853)
	(3.867)
	(4.167)
	(3.865)

	
	
	
	
	

	Observations
	204
	204
	196
	196

	R-squared
	0.391
	0.412
	0.516
	0.556

	Year FE
	Yes
	Yes
	Yes
	Yes

	
	(1)
	(2)
	(3)
	(4)


Robust standard errors in parentheses, clustered at the country level.
***, **, and * denote significance at the level of 1, 5, and 10%, respectively.
Notes:  EC data set countries.

Table A7: National Budget Balances Rules, the Euro Area and the EDP

	VARIABLES
	BBEt+1
	BBEt+1
	BBEt+1
	BBEt+2
	BBEt+2
	BBEt+2

	
	
	
	
	
	
	

	OGt
	0.0402
	0.0571
	0.0266
	0.567
	0.583
	0.590

	
	(0.290)
	(0.289)
	(0.290)
	(0.586)
	(0.574)
	(0.558)

	Deficitt*BBt
	-0.513**
	-0.290
	-0.327
	-0.578**
	-0.173
	-0.162

	
	(0.224)
	(0.216)
	(0.274)
	(0.237)
	(0.248)
	(0.257)

	EDPt
	
	-0.309
	-0.370
	
	1.259
	1.633

	
	
	(1.007)
	(1.702)
	
	(1.397)
	(1.653)

	BBR FRIt
	2.004
	0.0266
	0.717
	1.370
	-0.0924
	0.217

	
	(1.530)
	(0.662)
	(1.164)
	(1.564)
	(0.903)
	(1.057)

	Eurot
	2.262*
	-0.136
	0.545
	1.757
	-0.243
	0.0544

	
	(1.117)
	(0.484)
	(1.069)
	(1.211)
	(0.660)
	(1.098)

	BBR FRIt*OGt
	-0.262
	-0.318
	-0.296
	-0.867
	-0.886
	-0.877

	
	(0.429)
	(0.449)
	(0.433)
	(0.835)
	(0.805)
	(0.800)

	BBR FRIt*Deficitt*BBt
	0.0328
	-0.288
	-0.155
	-0.0534
	-0.337
	-0.371

	
	(0.282)
	(0.239)
	(0.377)
	(0.323)
	(0.294)
	(0.286)

	Eurot*BBR FRIt
	-3.485**
	
	-1.063
	-3.049*
	
	-0.421

	
	(1.341)
	
	(1.259)
	(1.612)
	
	(1.435)

	Eurot*EDPt
	
	3.132**
	2.853*
	
	2.885*
	2.519

	
	
	(1.101)
	(1.371)
	
	(1.421)
	(1.692)

	BBR FRIt*EDPt
	
	
	0.555
	
	
	-0.659

	
	
	
	(2.268)
	
	
	(2.317)

	Eurot*BBR FRIt*EDPt
	
	-5.000***
	-4.525**
	
	-5.768**
	-5.163*

	
	
	(1.433)
	(1.929)
	
	(2.046)
	(2.862)

	Constant
	-5.097
	-1.223
	-1.761
	-4.960
	0.256
	0.0649

	
	(3.575)
	(2.971)
	(3.279)
	(3.791)
	(3.209)
	(3.343)

	
	
	
	
	
	
	

	Observations
	204
	204
	204
	196
	196
	196

	R-squared
	0.423
	0.456
	0.458
	0.530
	0.576
	0.576

	Year FE
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)


Robust standard errors in parentheses, clustered at the country level.
***, **, and * denote significance at the level of 1, 5, and 10%, respectively.
Notes:  EC data set countries.
Table A8:  Independent Fiscal Institutions and Forecast Errors

	VARIABLES
	BBEt+1
	BBEt+2
	BBEt+1
	BBEt+2

	
	
	
	
	

	OGt
	0.0509
	0.613
	0.0512
	0.649

	
	(0.287)
	(0.530)
	(0.249)
	(0.510)

	Deficitt*BBt
	-0.536**
	-0.594**
	-0.291
	-0.232

	
	(0.207)
	(0.202)
	(0.293)
	(0.235)

	IND FBBt
	1.293
	0.711
	0.379
	-0.0710

	
	(0.752)
	(0.774)
	(0.489)
	(0.635)

	Eurot
	1.659**
	1.367*
	0.285
	0.185

	
	(0.687)
	(0.729)
	(0.598)
	(0.714)

	IND FBBt*OGt
	-0.179
	-0.732
	-0.135
	-0.700

	
	(0.215)
	(0.484)
	(0.174)
	(0.499)

	IND FBBt*Deficitt*BBt
	0.0163
	-0.342
	-0.0455
	-0.427

	
	(0.240)
	(0.257)
	(0.312)
	(0.247)

	Eurot* IND FBBt
	-2.511**
	-2.655**
	-0.944
	-0.916

	
	(1.034)
	(0.995)
	(0.924)
	(0.911)

	EDPt
	
	
	-0.0813
	1.637

	
	
	
	(1.542)
	(1.391)

	Eurot * EDPt
	
	
	2.660*
	1.773

	
	
	
	(1.258)
	(1.631)

	IND FBBt * EDPt
	
	
	1.094
	3.413**

	
	
	
	(1.871)
	(1.426)

	Eurot* IND FBBt* EDPt
	
	
	-3.291**
	-6.633***

	
	
	
	(1.508)
	(1.510)

	Constant
	-5.460
	-5.206
	-1.473
	-1.071

	
	(3.294)
	(3.234)
	(3.550)
	(2.985)

	
	
	
	
	

	Observations
	204
	196
	204
	196

	R-squared
	0.439
	0.570
	0.476
	0.613

	Year FE
	Yes
	Yes
	Yes
	Yes

	
	(1)
	(2)
	(3)
	(4)


Robust standard errors in parentheses, clustered at the country level.
***, **, and * denote significance at the level of 1, 5, and 10%, respectively.
Notes:  EC data set countries.
Data Appendix

Budget Balance and Growth Data Forecasts

Australia:  1985-2005 from Mühleisen et al. (2005).  2006-2010 updated with government documents available at http://www.budget.gov.au/
Canada: 1985-2005 from Mühleisen et al. (2005).  2006-2010 updated with government documents available at http://www.budget.gc.ca.
Chile:  Data provided by the Banco Central de Chile.

France: 1996-1998 from Mühleisen et al. (2005). 1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

Germany:  1991-1998 from Mühleisen et al. (2005).  1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

Italy:  1990-1998 from Mühleisen et al. (2005).  1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

Mexico:  Data from national sources.

Netherlands :  1995-1998 from Mühleisen et al. (2005).  1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

Norway:  Data collected from Norwegian budgets available at http://www.statsbudsjettet.no/Statsbudsjettet-2012/English/
New Zealand : 1995-2005 from Mühleisen et al. (2005).  2006-2010 updated using government documents.  Available at http://www.treasury.govt.nz/budget/archive
Sweden :  1998 from Mühleisen et al. (2005). 1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

Switzerland:  1990-2005 from Mühleisen et al. (2005)

United States:  1986-2005 from Mühleisen et al. (2005).  2006-2011 updated from government documents (Historical Tables). Available: http://www.gpoaccess.gov/usbudget/
United Kingdom:  1997-1998 from Mühleisen et al. (2005).  1999-2007 from Beetsma et al. (2009).  2008-2011 updated using Annual Stability and Convergence programs.

S.Africa:  Data from government documents. Available at: http://www.treasury.gov.za/documents/national%20budget/default.aspx
Data only from Stability and Convergence Programs: Austria , Belgium,  Denmark, Finland, Greece, Hungary, Ireland, Luxemburg, Portugal, Spain.  European Union Stability and Growth Pact convergence programs are available at: http://ec.europa.eu/economy_finance/sgp/convergence/programmes/index_en.htm.

Budget Balance and Growth Data Realizations

European countries: All realizations from Eurostat.  For 1999-present, budget balance is Eurostat series EDP B.9, net lending/net borrowing under the excessive deficit procedure, as this is the exact budget balance the European countries forecast in their stability and convergence programs.  Prior to 1999, the deficit is defined according to ESA95 (series B.9).  The difference between the two series differs in their treatment of interest relating to swaps and forward agreements.  In practice, the differences between the series are very small, but the ESA95 calculation generally extends farther back than EDP B.9, which only goes back through 1995. See http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/en/gov_dd_esms.htm for more information.
For Australia, Canada, Chile, Mexico, New Zealand, South Africa, budget balance realizations are taken from the World Bank World Development Indicators.  Budget balance realizations for the United States are taken directly from the Historical Tables included in the annual budget documents.

Similarly, all real GDP growth realizations for European countries come from Eurostat and from World Development Indicators for the remaining countries with the exception of the United States.  Because the United States reports fiscal year GDP growth forecasts in the budget, US real GDP growth rate realizations are calculated using the annual change in real GDP from Q3 over Q3 using data from Global Financial Data.  Data on the level of real GDP used to compute the output gap are from the same sources as real GDP growth.
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