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Abstract: This article provides a broad overview of published research in the Economic and
Social Review (ESR) in the broad areas of fiscal policy. It examines the patterns of
publications and citations over time, those sub-areas which have seen the highest rate of
publication and the nature of the data and techniques employed. The broad patterns which
have emerged are that micro policy articles have increased in importance over the years with
the availability of better quality data. Macro policy analysis remains important and has often
concentrated upon episodes of fiscal crisis. In terms of citations, those papers which have been
most heavily cited are overview papers, sometimes delivered by international scholars as
invited presentations. There also seems to be a slight bias towards more recent publications
with much work from the 1970s and 1980s largely ignored in terms of citations.
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The ESR at 50: A Review Article on Fiscal Policy Papers

1. Introduction

This article reviews published work in the Economic and Social Review (ESR) in the area of
what we perhaps loosely define as fiscal policy (we try to be a little more precise in the next
section). We look at trends over time in the type of article published, where by type we mean
not only subject matter, but also the nature of data analysed (where the paper is applied) in
terms of macro aggregate data versus individual level micro data.

We do not carry out a comprehensive bibliometric analysis but we do informally examine
citation patterns (using the Google Scholar “cited by” tab) to obtain a rough measure of the
influence of the articles. The aim is thus to give a broad flavour of work published in this area
in the ESR rather than a comprehensive article-by-article review.

We proceed as follows: the next section is the main part of the paper where we try to be a little
more precise concerning what articles and areas are covered in this review. We provide an
informal mapping onto the well-known Journal of Economic Literature categories of the
American Economic Association and illustrate whether the balance between different
categories has changed over time. We then examine the nature of data analysed and the
statistical techniques employed and give brief accounts of what we think are some of the
representative and influential papers in the area. In section 3 we informally look at another
indicator of relative influence, citation patterns. We conclude by tentatively suggesting what

the future might hold for research in this area in the ESR.

2. What Areas of Economics Are Covered?

The articles reviewed in this paper go back to 1970 predating the introduction of the Journal
of Economic Literature (JEL) classification system so to an extent the assignment of articles to
JEL codes is somewhat arbitrary.! To the extent that we can carry out such a mapping the
overwhelming majority of articles fall into code H (Public Economics). Within JEL category
H the vast majority of papers published in the ESR fall into sub categories H2, H5 and H6,
with one very influential paper also arguably in category H1. Categories H5 and H6 can be
broadly thought of as macro fiscal policy, looking at the developments with respect to broad
fiscal aggregates. H2 on the other hand looks at specific taxes and subsidies. We will first

review some of the work in the H5 and H6 areas

L A full list of articles is provided in the appendix to this paper.



Aggregate Fiscal Policy

Some of the earliest papers in the ESR in this area examined social security payments, where
there was a lively debate on the underlying factors driving such payments (which fall under the
HS5 JEL classification), initiated by Roy Geary and drawing responses from John O Hagan and
Michael O Higgins, which then prompted a rejoinder from Geary (see Geary, 1973a, 1973b, O
Hagan and O Higgins, 1973). Brendan Walsh attempted to provide some adjudication in the
debate in what was to become a relatively heavily cited paper (Walsh, 1974). Walsh was
sympathetic to the aims of Geary’s paper but felt that the points raised by O Hagan and O
Higgins were valid. As can often be the case with empirical work, much of the issue boiled
down to data and what was and was not covered in various National Accounts definitions of
“social security”. What is also noticeable about the debate is how, to modern eyes at least, the
econometric analysis appears primitive. Despite Geary’s deserved renown as a statistician, he
had no option but to carry out regressions with only 24 observations!

Another key area covered in the ESR within public economics in general is what the JEL
describe as “National Budget, Deficit and Debt”. Given Ireland’s troubled history with regard
to public finances it is hardly surprising that this topic has featured regularly. Many general
and reflective pieces on fiscal policy have appeared over the years (e.g. Irvine, 1974, Norton,
1975, Hunt, 2005, Benatrix and Lane, 2009, Galstyan and Lane, 2009 and Cronin and
McQuinn, 2018). Of course there have also been papers covering Ireland’s fiscal crises (of
which we can clearly identify two periods, the 1980s and the post-2008 crash). There is some
difference in the manner in which these two sub-periods were covered in the ESR. For the first
of these crises in the 1980s, perhaps what is most noticeable is the comparative lack of papers
directly addressing the crisis as it happened.? Perhaps the solutions were so clear (though not
easy to implement!) that academic comment was not deemed necessary.

By the early 1990s the fiscal problems of the previous decade appeared largely solved and in
1992 a special edition of the ESR examined the factors behind Ireland’s recovery. The rapid
rebalancing of the public finances during the 1987-1991 period had made Ireland a case study
of international interest.> Amongst the factors considered by the special edition were the role
of social partnership and the possibility that Ireland was an example of what is known as

expansionary fiscal contraction. This is the phenomenon whereby instead of a fiscal

2 This can hardly be accounted for by the fact that the crisis came and went in so short a period that there was
not time to address it. The crisis could be dated from 1980 (and Charles Haughey’s famous TV address to the
nation) up till arguably 1989.

3 Interestingly this edition also included, as a comparison, an account of similar attempts by Greece to correct
public finance imbalances. Plus ¢a change!



adjustment being associated with lower growth and higher unemployment, the adjustment
actually causes the non-government sector to expand to such an extent that it offsets the fiscal
contraction. The special edition was agnostic about the role of both of these factors and noted
that the post-1986 adjustment, unlike attempts earlier in the decade had taken place against a
very favourable international background, with strong growth in Ireland’s principal trading
partners and favourable exchange rate and competitiveness developments.

When the next fiscal crisis hit Ireland in 2008 it came accompanied and partially caused by a
banking crisis and articles in the ESR in this instance were more “contemporary” in the sense
that they were published during the crisis rather than afterwards. Papers did not focus just on
the pure fiscal aspects of the crisis but also on the housing market, the banking sector and the
role of the political system. Further papers also looked at the distributional impact of the fiscal
adjustments made in response to the crisis.

In terms of more general analysis of fiscal policy much of it has focussed on the extent to which
policy has been pro or counter cyclical. One of the earlier papers in this area was by Smyth
(1975) who examined the role of automatic stabilisers. His model showed that if tax functions
operated with a time lag, then automatic adjusters could in fact destabilise the economy as they
would become effective just as the economy was recovering of its own nature and thus would
amplify rather than dampen the economic cycle. A comment by Bradley (1975) and a further
rejoinder by Smyth (1976) showed how these results were sensitive to seemingly innocuous
assumptions about lag structure and parameter values.

An important applied contribution in this area iss from Hunt (2006) who provided a
sophisticated analysis of different types of government expenditure in terms of cyclical versus
discretionary spending. Hunt breaks down spending into different categories and finds that
automatic spending acts in the expected stabilising manner, that discretionary consumption
spending seems to be unaffected by the economic cycle, while discretionary investment
spending is pro-cyclical. Shades of “if [ have it, I’ll spend it”. The aggregate effect is to render
overall spending acyclical.

Hunt’s analysis appeared just before the crisis of 2008. The most recent contribution in this
area which takes account of that crisis (Cronin and McQuinn, 2018) finds fiscal policy to
generally be pro-cyclical, particularly on an ex post basis i.e. fiscal policy as it transpires after
the Budget is set out tends to be more pro-cyclical than originally envisaged in the Budget.
They speculate that a brake may apply on this tendency as Ireland enters the preventive arm of
the Stability and Growth pact.

Micro fiscal policy



The work discussed so far has all been in the area of overall fiscal management, but the ESR
has also covered fiscal policy in more specific micro-based areas. The JEL category H2 covers
“Taxation, Subsidies and Revenue” including such areas as the structure of direct and indirect
taxation, externalities, the redistributive effects of taxation and tax evasion and papers in these
areas have featured consistently.

In terms of tax structure one of the very few ESR papers explicitly in the Diamond-Mirrlees
optimal tax tradition is Madden (1989). He uses a combination of macro and micro data to
identify directions of marginal indirect tax reform. The micro data from the Household Budget
Survey (HBS) is used to look at the distributional impact of tax changes while the all-important
demand responses are derived from aggregate data. Results from the paper however are
difficult to interpret as some of the demand response which drive the recommendations appear
quite implausible.

An slightly earlier paper which looks specifically at the efficiency side of the tax system is
Honohan and Irvine (1987). They use a partial equilibrium approach to provide estimates of
the excess burden of taxation and calibrate their model using parameters from various applied
studies. Their results suggest that for a wide range of choice of parameters that the deadweight
costs of taxation, at the margin, are very high, in many cases well in excess of €1 per € of
revenue. The very high costs at the margin of course reflect the fact that the costs of raising
existing (already high) taxes can be considerable and will increase non-linearly. Better instead
to broaden the tax base to include property (on which more below) or other new sources of
revenue or else to reduce tax exemptions. The very high tax rates (and hence high deadweight
loss) of the 1980s reflected the fact that with the macro figures in crisis, policy-makers regarded
micro efficiency effects as of second order importance.

Climate change and carbon emissions had yet to achieve prominence in the late 1980s but 20
years later they were very much to the fore. The corrective role of carbon taxes in reducing
emissions implied that there was little analysis of their efficiency effects as these were taken to
be positive (as they were correcting a market failure). Instead analysis focussed on the
distributional impact of their introduction, given that fuel tends to be a necessary rather than
luxury good and so the introduction of fuel taxes might well place a disproportionate burden
on the less well-off.

The analysis of distributional effects was also aided by the availability of large scale micro
datasets such as the HBS and the EU Survey of Income and Living Conditions (EU-SILC),

data which was unavailable to earlier researchers. Analysis was further enriched with the



introduction of the microsimulation model SWITCH.* Prior to the availability of such data and
the SWITCH model, analysis of the distributional impact upon families was typically carried
out in an informal way, for example by looking at the effect of budgetary changes upon
“standard” families such as the traditional one-earner two-children family. The drawbacks of
this approach is that such families may be highly unrepresentative e.g. the one-earner, two-
children example accounts for less than 5% of Irish households (Callan et al., 2010). A
microsimulation model which is based upon a nationally representative survey of the
population can give a far more accurate and comprehensive measure of the first round
distributional impact of tax and budget changes and allows for the simulation of various tax
and welfare “packages”.” Examples of this type of analysis, which we can expect will become
more common, are Verde and Tol (2009), Callan et al. (2010), Leahy et al (2011) and Savage
(2017). We will take a slightly closer look at two of these papers to give a flavour of the
analysis.

Callan et al. (2010) addressed the age-old question of the impact upon the tax base of the
introduction of a property tax. The seminal Commission on Taxation Report in 1985 had
identified the narrowness of the tax base as probably the single feature of the Irish tax system
most in need of reform. An obvious candidate to expand the tax base was the introduction of
a property tax. However, amongst the principal objections to such a tax was the extent to which
it would be related to “ability to pay” and how it might in some sense be unfair. The use of a
model such as SWITCH in line with the data available in SILC provided the ideal means to
assess such a claim. Callan et al. showed that a property tax levied at a rate of 0.4% of a
property’s value had the potential to raise up to €1 billion in revenue and that a combination of
exemptions and marginal reliefs could eliminate a large degree of any perceived “unfairness”.
Three years after the publication of the Callan et al. paper such a tax was introduced. However
the central rate, 0.18%, was considerably lower than the examples investigated by Callan, so
that revenue collected was only about half their estimated sum of €1 billion. The political and
practical difficulties of revaluing properties given the recovery in the property market has
further diluted the usefulness of the tax but should it be revisited then the SWITCH-SILC type
analysis is an ideal place to start.

Verde and Tol (2009) focussed on the distributional implications of the introduction of a carbon

tax. In this case the SWITCH model was used in conjunction with the HBS. The latter provides

4 Simulating Welfare and Income Tax CHanges
5 Alas these models are currently unable to take account of behavioural changes which may arise following the
introduction of tax/welfare changes but of course neither was the “traditional” informal approach.



the most accurate distributional measure of the first-round effects of the introduction of such a
tax.® Fears had been expressed of adverse distributional effects from a carbon tax as the
consequent increase in fuel prices would disproportionately hit less well-off families. In this
case the advantage of combining the SWITCH model with the HBS is that SWITCH can be
used to model the effect of various options regarding the recycling of the revenue from the
carbon tax as such options could be used to mitigate the worst of the adverse distributional
effects.

Their results show that the impact of the carbon tax (both direct and indirect) is regressive.
Since the impact per household is approximately uniform this clearly represents a greater
proportionate burden on poorer households. However, they investigate three possible recycling
options: an increase in all welfare payments, an increase in tax credit and finally a per child
increase in welfare payments. Their results suggest that any of these options (or indeed a
combination) would mitigate the adverse distributional effects of the carbon tax and hence

distributional factors should not act as a barrier to the introduction of such a tax.

It is noticeable that the above papers (and others in this area) have tended to use the SWITCH
model in combination with either HBS or SILC data. The HBS is the only detailed source of
expenditure data in Ireland but reservations have been expressed about the quality of its income
data (particularly in the lowest decile), whereas SILC is seen as the gold standard for income
data but has no information on expenditure. The most recent paper in this general area by
Savage (2017) investigates the imputation of HBS expenditure data into SILC income data.
Further developments in this area could lead to more detailed modelling of direct, indirect and

welfare reforms.
Other work

So far our concern has been with work addressing macro concerns and specifically the various
macro crises which have arisen, or alternatively looking at the structure of the tax system and
detailed distributional analysis of tax and welfare reforms. But there has been plenty of other
work in the overall fiscal policy area which does not fit exactly into either of those two
categories. One area which has attracted attention at various times over the 50 years of the
ESR has been a broader view of how fiscal systems operate in general, a topic which might fall

under the “political economy” heading. An early example of such work was O’ Hagan’s

5 This paper also takes into account the indirect effect of the carbon taxes across all goods and services.



analysis of the relative size of the government sector in the first 30 years of the state. He
identifies two periods of growth, in the early 1930s with the arrival of Fianna Fail in
government, and again in the late 1940s and early 1950s coinciding with the introduction of
the public capital programme. Perhaps curiously the war years saw a reduction in the size of
the public sector. This however is explained by a reduction in capital spending owing to

shortages of raw materials.

More recent papers in this area have taken a broader, global perspective and in many cases
these papers were the plenary addresses delivered at various conferences/meetings. These
papers have typically been discursive reviews of the current state of research in a topic with
some reference usually made to the Irish experience in the area. Notable examples here include
Van der Ploeg (1997), Von Hagen (2002), Poterba (2010) and Besley (2013). Indeed, the Von
Hagen paper is by far the most heavily cited of all ESR papers, of which more anon.

One noticeable feature of the historic pattern of research in the fiscal area in general has been
the gradual shift from macro topics, using macro data, to a greater incidence of micro topics.
This has reflected both the availability of data and also the development of statistical techniques
suited to the analysis of large cross-sectional data sets. Applied work in fiscal policy in Ireland
up until the 1990s typically involved analysis of macro fiscal aggregates often using relatively
“simple” time series regressions (as reflected in the social security debate discussed above).
One sign of the changing times in terms of macro fiscal policy analysis is the use of Vector

Auto Regression (VAR) models in papers such as Benatrix and Lane (2009).

One of the earliest micro based papers in fiscal policy was Nolan (1981) which looked at the
impact of the tax and benefit system on the redistribution of household income. Even so, while
this is clearly a micro topic, Nolan’s analysis was in terms of the impact upon different deciles
(which were based upon the underlying HBS data) rather than using the micro data itself. This
was also true of Madden (1989) where the distributional impact of indirect tax reform was
based upon deciles gleaned from the HBS.

Two other issues are perhaps worth mentioning in passing. First of all is the extent to which
articles have focussed on local as opposed to international concerns. As perhaps is
understandable given that the articles reviewed here are mostly policy based, the focus has been
overwhelmingly local. For the articles under review in this paper, only two carry out applied
work using non-Irish data (Kaplanoglou, 2004 and de Castro and Fernandez, 2013), although

some articles do analyse issues on a EU basis (e.g. Mourre, 2013). We also have the papers



based on plenary addresses to a conference and meeting which take an “overview” approach
and which tend to pay only passing heed to Irish concerns. But overall, as is understandable,
and arguably fitting, for a local journal, the subject matter for research rarely ventures too far
away from home.

One area where some degree of globalisation can be observed is the nationality of authors. A
casual inspection of the surnames of authors over time suggests an increasing fraction of non-
Irish names, and it is noticeable that many of these authors carry out applied work on the Irish
economy. Globalisation is thus exerting an influence but more in terms of those carrying out
the analysis rather than the subject matter of the analysis.

Finally, have the papers in this subsection of the ESR followed the pattern visible in other
journals within economics whereby jointly authored papers have become the norm, as opposed
to single authored papers (see Kuld and O’ Hagan, 2017)? The answer is only partly. For the
papers covered in this review, the average number of authors in the 1970s was 1.2 climbing to
1.45 in the 1980s. The 1990s saw a dip back to 1.2 but it picked up again in the first decade of
the new millennium to 1.4. At time of writing the current decade has seen the average pick up
to 1.65 and the process seemed to accelerate in the years since 2015. Overall, for this
subsection of papers at least it seems as though the ESR is moving with the times but at quite

a sedate pace!

3. Citation Patterns

As stated in the introduction we do not attempt to carry out a comprehensive bibliometric
analysis of citation patterns for the ESR articles. Instead we carry out a more informal analysis
by looking at the number of times an article is listed as having been cited according to Goggle
Scholar. We stress that we do not view this measure as an indicator of the quality of a paper.
Nevertheless, it does give some indication of how influential a paper has been.

On the basis of information gathered in summer 2019, the median number of citations for the
articles under review here is 4. 10 articles have received no citations at all, although two of
these were published in 2018 so it is to be expected that their citations will rise. At the other
end of the spectrum one article alone accounts for a staggering 57% of all cites. This is “Fiscal
Rules, Fiscal Institutions and Fiscal Performance” by Jurgen Von Hagen dating from 2002
(Von Hagen, 2002) with almost 700 citations. This paper was the inaugural Edgeworth lecture
at the 2002 Irish Economics Association and examined the role of institutions in addressing
some of the problems associated with public spending, such as principal-agent problems,

accountability and fiscal waste. The combination of what we have termed an “overview” paper



in a topical area, delivered by a well-known international name in the field is clearly a winning
one in terms of citations. However, it appears that within Google Scholar citations for this paper
are confused with citations for a book by Von Hagen and Poterba with a very similar title, so
that the 682 citations listed are almost certainly an exaggeration.

Leaving aside this outlier, the most cited ESR paper in our area is “Understanding Taxpayer
Behaviour” by Keith Walsh from 2012. Interestingly, this is also predominantly a review style
paper, in this case looking at how insights from behavioural economics might contribute to
better tax administration. The other highly cited papers are more conventional applied papers,
looking at fiscal shocks and also the distributional impact of carbon taxes and VAT. Leaving
aside the most recently published papers which have not yet had time to build up citations,
there seems to be a clear pattern whereby more recent papers are more highly cited. Excluding
the Von Hagen paper, the top five cited papers all date from 2009 or later. Sadly, much of the
work from the 1970s and 1980s on areas such as social security payments and the tax structure

seems relatively neglected, from the viewpoint of citations at least.

4. Conclusion

This paper has given an impressionistic account of developments in the ESR in the last 50 years
in what we have loosely described as the fiscal policy area. Perhaps the main theme identified
is an increasing share of papers in what might be regarded as micro as opposed to macro fiscal
policy (mainly reflecting the availability of more and better quality micro data). But that is not
to say that micro based papers are taking over the ESR. Macro based fiscal policy papers still
figured prominently in the last decade and even though overall budgetary parameters are
heavily influenced by the EU there is no reason to believe that macro fiscal policy will
disappear as a research topic.

Other patterns which we note is a focus on local issues which has not changed too much over
time, even if such analysis is also carried out by non-Irish as opposed to Irish researchers.
There also seems to be a gradual move towards more multi-authored papers but at a pace which
is slower than elsewhere in the economics profession. We also note that even allowing for
some uncertainty in citation patterns (as represented by Google Scholar) that more recently
published papers and those of an “overview” type tend to do best.

So far we have looked at the past. Like Janus, can we now look to the future and what the next
50 years might bring? It seems almost certain that the share of micro based papers will grow.
The bulk of this work so far has used standard, representative data sets such as SILC and the

HBS. It is likely that Ireland will go down the path taken by the Nordic countries and there



will be a greater use of administrative data. The availability of such data is at the whim of
government departments and the CSO but it is hoped that they are not overly conservative or
restrictive in terms of making such data available to scholars. This data will vastly increase
sample sizes and also broaden the nature of analysis permitted. For example, it is generally
believed that very high earners are under-represented in survey data which can be problematic
for income distribution analysis. The availability of administrative tax data would greatly
alleviate this problem. Administrative data would also widen the range of policy evaluation
studies which could be undertaken. In terms of advances in statistical and econometric analysis
it is much more difficult to predict what will happen, but it seems a reasonable bet that machine
learning techniques will play an increasing role.

As we have seen, much of the macro policy analysis has been prompted by fiscal crises. While
we all certainly hope that the crises of the 1980s and 2008 are not revisited, the likelihood is
that the future is unlikely to proceed completely smoothly and there will be plenty of
substantive issues and challenges to examine! The Stability and Growth pact may act to
provide some brake to some of the more volatile swings in the public finances which have been
witnessed but unexpected shocks almost certainly will occur in the future.

Overall, it seems fair to say that fiscal policy has been a rich and vibrant area for research in
the ESR in the first 50 years of its existence. There is every reason to have confidence that this

will continue!
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