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The Washington consensus

Pursue fiscal discipline to avoid the macroeconomic instability associated with
excessive debt issuance or money creation.

Keep public expenditures focused on basic health, education, welfare, and
infrastructure, and away from sectoral subsidies of dubious social and economic value.

Raise tax revenues from a broad tax base, holding marginal tax rates at moderate
levels.
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The London consensus

Pursue fiscal discipline to avoid the macroeconomic instability associated with
excessive debt issuance or money creation.

Keep public expenditures focused on basic health, education, welfare, and
infrastructure, and away from sectoral subsidies of dubious social and economic value.

Raise tax revenues from a broad tax base, holding marginal tax rates at moderate
levels.

Pursue fiscal activism focused on, first, offsetting uninsured shocks to income via
targeted transfers, and, second, on preserving markets and the flow of credit through
crises, above and beyond standard government purchases meant to regulate
aggregate demand.

Make sure that these larger cyclical budget deficits are sustained by strong
institutions, national and international, which keep debt sustainable and preserve the
safety and liquidity of government bonds.
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The London consensus

Pursue fiscal discipline to avoid the macroeconomic instability associated with
excessive debt issuance or money creation.

Keep public expenditures focused on basic health, education, welfare, and
infrastructure, and away from sectoral subsidies of dubious social and economic value.

Raise tax revenues from a broad tax base, holding marginal tax rates at moderate
levels.

Pursue fiscal activism focused on, first, offsetting uninsured shocks to income via
targeted transfers, and, second, on preserving markets and the flow of credit through
crises, above and beyond standard government purchases meant to regulate
aggregate demand.

Make sure that these larger cyclical budget deficits are sustained by strong
institutions, national and international, which keep debt sustainable and preserve the
safety and liquidity of government bonds.



There is no future for the
EMU, it will involve too
much redistribution!

Using dynamic mechanism
design, there should be a
future for the EMU!



The Luxembourg consensus®

1) Pursue fiscal discipline to avoid the macroeconomic instability associated with
excessive debt issuance or money creation.

2) Keep public expenditures focused on basic health, education, welfare, and
infrastructure, and away from sectoral subsidies of dubious social and economic value.

3) Raise tax revenues from a broad tax base, holding marginal tax rates at moderate
levels.

1) Pursue fiscal activism focused on, first, offsetting uninsured shocks to income via
targeted transfers, and, second, on preserving markets and the flow of credit through
crises, above and beyond standard government purchases meant to regulate
aggregate demand.

2) Make sure that these larger cyclical budget deficits are sustained by strong
institutions, national and international, which keep debt sustainable and preserve the
safety and liquidity of government bonds.

1) Design preventive fiscal policies and institutions to insure forseable
risks, fluctuations and challenges, while keeping debt safe (liquid)
and sustainable, and avoiding undesirable persistent fiscal transfers.

2) Inthe EU, with an Executive Commission it should be
enough with the ECB and the European Stability Fund + EFB et al IFIs



The Luxembourg consensus®

1) Pursue fiscal discipline to avoid the macroeconomic instability associated with
excessive debt issuance or money creation.

2) Keep public expenditures focused on basic health, education, welfare, and
infrastructure, and away from sectoral subsidies of dubious social and economic value.

3) Raise tax revenues from a broad tax base, holding marginal tax rates at moderate
levels.

1) Pursue fiscal activism focused on, first, offsetting uninsured shocks to income via
targeted transfers, and, second, on preserving markets and the flow of credit through
crises, above and beyond standard government purchases meant to regulate
aggregate demand.

2) Make sure that these larger cyclical budget deficits are sustained by strong
institutions, national and international, which keep debt sustainable and preserve the
safety and liquidity of government bonds.

1) Design preventive fiscal policies and institutions to insure forseable
risks, fluctuations and challenges, while keeping debt safe (liquid)
and sustainable, and avoiding undesirable persistent fiscal transfers.
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