






 The experiences of 20 countries which accomplished 
substantial fiscal consolidation in the 1990s are widely diverse. 
A general trend may be that countries which have given priority 
to spending cuts rather than revenue increases and among 
expenditures curbed social security spending have maintained 
fiscal soundness (Figures 1-1-6, 1-1-7 and 1-1-8). 
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Germany 96~2000 4 4 6 1 2 1 3 2000~03 3 ▲ 5 3 ▲ 1 8 ▲ 3 9 ▲ 3 3

France 93~2000 7 4 2 0 6 ▲ 1 5 2000~03 3 ▲ 2 7 ▲ 0 9 ▲ 4 2 ▲ 2 9

Britain 93~2000 7 11 5 1 6 3 8 2000~04 4 ▲ 7 2 ▲ 1 8 ▲ 3 3 ▲ 3 2

Greece 90~99 9 12 4 1 4 ▲ 3 4 99~2004 5 ▲ 3 6 ▲ 0 7 ▲ 7 0 ▲ 4 5

Italy 89~2000 11 10 7 1 0 ▲ 0 9 2000~05 5 ▲ 3 3 ▲ 0 7 ▲ 4 2 ▲ 4 2

Netherlands 90~2000 10 7 8 0 8 2 4 2000~03 3 ▲ 5 5 ▲ 1 8 ▲ 3 1 ▲ 0 3

Portugal 91~99 8 4 8 0 6 ▲ 2 8 99~2005 6 ▲ 3 0 ▲ 0 5 ▲ 5 8 ▲ 5 8

U S 92~2000 8 7 3 0 9 1 7 2000~03 3 ▲ 6 5 ▲ 2 2 ▲ 4 9 ▲ 3 8

Average - 8 0 7 9 1 0 0 1 - 4 0 ▲ 4 6 ▲ 1 3 ▲ 4 5 ▲ 3 5
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Australia 92~99 7 7 9 1 1 2 1 99~2005 6 ▲ 0 5 ▲ 0 1 1 5

Austria 95~2001 6 5 6 0 9 ▲ 0 1 2001~05 4 ▲ 1 5 ▲ 0 4 ▲ 1 6

Belgium 92~2001 9 8 6 1 0 0 6 2001~05 4 ▲ 0 6 ▲ 0 2 ▲ 0 1

Canada 92~2000 8 11 8 1 5 3 0 2000~05 5 ▲ 1 3 ▲ 0 3 1 7

Switzerland 93~2000 7 5 0 0 7 2 4 2000~05 5 ▲ 2 9 ▲ 0 6 ▲ 0 5

Denmark 93~2000 7 6 0 0 9 2 3 2000~05 5 1 6 0 3 3 9

Spain 93~2000 7 5 9 0 8 ▲ 0 9 2000~05 5 2 0 0 4 1 1

Finland 93~2000 7 13 5 1 9 7 2 2000~05 5 ▲ 4 8 ▲ 1 0 2 4

Ireland 92~2000 8 7 5 0 6 4 6 2000~05 5 ▲ 3 6 ▲ 0 7 1 0

Iceland 94~2000 6 6 9 1 2 2 5 2000~05 5 0 9 0 2 3 4

New Zealand 89~93 4 7 9 2 0 3 2 93~2005 12 2 7 0 2 5 9

Sweden 93~2000 7 15 5 2 2 5 1 2000~05 5 ▲ 2 4 ▲ 0 5 2 7

Average - 6 9 8 5 1 2 2 7 - 5 5 ▲ 0 9 ▲ 0 2 1 8
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Average - 7 4 8 3 1 1 1 6

Table 1-1-6 Countries Implementing Fiscal Consolidation in 1990s

(As a percentage of potential GDP)
20-Country Average

(As a percentage of potential GDP)

Countries seeing fiscal deterioration later (8)

Countries maintaining fiscal soundness (12)

(As a percentage of potential GDP)

Source: OECD
Notes: 1  The analysis covers 20 countries that improved fiscal balances by 4% or more of GDP in the 1990s (including a few years before and
                after that decade)  Countries that saw their fiscal balances deteriorating by 2% or more of GDP with annual deficits exceeding 3% of
                GDP are classified as those seeing budgetary deterioration later  The others are interpreted as those maintaining budgetary soundness
            2  The period after fiscal consolidation for a country seeing budgetary deterioration later is between the final year of the fiscal consolidation
                period and the year for the budget balance bottom (or 2005 for a case of continuing deterioration)  Such period for a country maintaining
                budgetary soundness is between the final year of the fiscal consolidation period and 2005
            3  Of the 30 OECD member countries, 10 countries were excluded from the analysis – two lacking sufficient data (Mexico and Turkey),
                four former socialist countries (including Poland), three maintaining fiscal soundness (fiscal surplus) almost throughout the 1990s,
               (Korea, Luxemburg  and Norway) and two failing to implement fiscal consolidation meeting the above standard (Japan and Poland)
               See Appended Note 1 (only in Japanese) for details
            4  See Appended Note 1-1 for details  

























 
Key Points of Part II 
 
World economic growth in 2007 expected to slightly slow down 
from 2006 
 
  The world economy (based on 22 countries and regions with 
a close relationship with Japan) has been recovering. The 22 
economies are expected to grow 3.8% in 2006, a little faster 
than in 2005. 
  The world economy is expected to grow some 3.2% in 2007, a 
little slower than in 2006, as the U.S. growth moderates along 
with the eurozone’s recovery (Table 2-1). 
 

Real GDP growth
 (% change from previous year)

2004 2005 2006 2007
(Results) (Results) (Forecast) (Forecast)

World economy 3.9 3.3 3.8 3.2
U.S. 3.9 3.2 3.4 2.6

8.4 8.1 8.3 7.5
China 10.1 10.2 10.4 9.3

6.3 5.3 5.3 5.1
Europe 4 1.9 1.1 2.2 1.8
(Ref.) Eurozone 1.9 1.4 2.4 1.9
(Ref.) Japan 1.7 3.3 2.5 2.0

Note: Results are from statistics of each country. Forecasts are averages of forecasts made by private institutions.

Table 2-1 Region-by-Region Economic Forecast by Private Institutions
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1. U.S. economic growth in 2007 to slightly decelerate from 
2006 
 
  The U.S. economy has slowed its expansion. After growing at 
an annualized rate of 5.6% in the first quarter of 2006, the U.S. 



growth slowed to 2.6% in the second quarter. In the third 
quarter, its growth decelerated to 1.6% on a residential 
investment drop in spite of faster rises in personal 
consumption and business investment. Moderate growth is 
expected for the fourth quarter as well. U.S. economic growth 
in 2006 is thus expected at around 3.4%. Its growth in 2007 is 
projected at around 2.6%, a little slower than in 2006, on the 
cooling of the housing market. 
  Behind this economic situation, the policy interest rate has 
been kept unchanged since August 2006 following incremental 
hikes since mid-2004. Consumer and producer prices firmed as 
crude oil prices rewrote record highs. But their rises have 
slowed down on a decline in crude oil prices. The core price 
rises are accelerating moderately. 
 
2. Asian economy to remain firm though with slower growth 
 
  Northeast Asia has continued an economic expansion led by 
China. Rapid economic growth has continued in China in spite 
of the government’s stringent policy employing direct 
regulations, interest rate hikes and other control measures. In 
2006, it is expected to post a 10.4% economic expansion for the 
fourth straight year of double-digit growth. 
  The Asian economy is expected to remain firm in 2007, 
though slowing growth on deceleration of world economic 
growth. China’s economic growth is projected to slightly 
decelerate to around 9.3%. 
 
3. Eurozone to moderately decelerate growth in 2007 
 
  The eurozone has accelerated its economic recovery since 
early 2006 as production, exports and capital investment have 
expanded on the world economy’s recovery. The eurozone (12 
countries) is expected to grow some 2.4% in 2006. Its growth in 
2007 is projected to slow to 1.9% on deceleration of world 
economic growth.  
  Consumer price hikes have slowed as energy prices’ rise has 
been eliminated. But the European Central Bank views prices 



as having a clear upside risk due to such factors as past crude 
oil price hikes’ impact and indirect tax increases. The ECB 
expects the average inflation rate to exceed 2% from the 
second half of 2006 to 2007. 
 
4. Risk factors for world economy 
 
  Against the above main scenario, downside risks facing the 
world economy include (1) the U.S. economy’s faster-than- 
expected deceleration on the housing market’s substantial 
decline and its spillover effects, (2) growing price-boosting 
pressure on a possible re-rally in crude oil prices, and (3) rapid 
exchange rate realignments and long-term interest rate rises 
emerging from doubts about sustainability of the U.S. twin 
deficits in budget and current account. 
 


