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Abstract 

German infrastructure has been subject to sustained underinvestment. The 

investment backlog is estimated at around €600 billion. Fiscal rules are linked to 

underinvestment by a number of researchers, while others dispute this causal 

connection. This Thesis thus aims to determine whether fiscal rules are 

responsible for reducing public investment levels. A systematic literature review is 

employed, to critically assess all available evidence. Search strategy includes use 

of three databases and citation tracking. Risk of bias and Maryland Scientific Scale 

are used for quality appraisal. Fiscal rules show a slight negative effect on national 

public investment levels and may account for one-fifth of the German investment 

backlog. Negative effects may be mitigated by specific design features and 

investment efficiency, although evidence is inconsistent. On the subnational level, 

results similarly suggest slight negative effects.  
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1 Introduction 

The topic of this thesis is the effect of fiscal rules on public infrastructure 

investments, with a focus on the German context. The review is needed, because 

no consensus has been reached by prior research. Additionally, the issue of fiscal 

policy reform is imminent, with pressure on policymakers increasing due to domestic 

and international developments requiring high expenditure. The main objective of 

the review is to determine whether fiscal rules have an effect on public infrastructure 

investments, and if so, the magnitude of this effect. Secondary research domains 

are the international comparison of different fiscal rule regimes, the context for 

German fiscal conservatism and the debt brake, and specific areas of public 

infrastructure most affected. 

The research will be approached by conducting a Systematic Literature Review, to 

synthesize the findings of all recent publications that are relevant to the subject 

matter. Thus, the review contributes to the existing understanding, by highlighting 

effects for the national and subnational scale and elucidating the role of different 

design features and secondary aspects such as investment efficiency and system 

of accounting. 

The thesis uses endogenous growth theory to explain the importance of 

infrastructure for productivity and economic growth. Political economy aspects 

specific to infrastructure are discussed. Furthermore, the technical aspects of bond 

emission and the role of government spending in money creation are elaborated. 

The structure of the Thesis is as follows. Firstly, chapter 1 includes an outline of the 

motivation for the research, the problem is stated and important terms are defined, 

before situating the primary and secondary research questions within the state of 

research. The rest of the thesis is organized as follows. Chapter 2 provides 

background information. Chapter 3 contains theoretical considerations. Chapter 4 

describes the methodology in detail. Chapter 5 shows the results of the review, with 

estimates of the average effect of fiscal rules on public infrastructure investments. 

Chapter 6 discusses the findings and explores several possible concepts of reform. 

Lastly, chapter 7 concludes. 
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1.1 Motivation 

European fiscal rules and their national implementations aim to restrict public 

spending. In Germany the specific national correlate to European guidelines is the 

so-called debt brake, a legal amendment to the Basic Law (Article 109 (3) GG) that 

was passed in 2009 (Fuest et al., 2019, p. 307). This amendment may be seen as 

potentially conflicting with the obligation of the state to provide necessary basic 

public services to its citizens. The duty of ensuring the provision of services of 

general interest is a core principle of any modern constitutional state, e.g. in 

Germany it can be inferred from the social state principle embedded within the 

constitution (Article 20 (1) GG).  

This principle implies that the state must ensure a minimum standard of living and 

social well-being for its constituents. The availability and quality of basic public 

infrastructure are major determining factors of societal equity and individual quality 

of life (BMWK, 2024, p. 60) and the provision of these infrastructure and services of 

general interest are important aspects of the social state. This includes (but is not 

limited to) housing, public transport, energy supply and education. Investments 

made on the municipal level play a crucial role in this respect, as they account for 

the majority of all spending on public construction projects (Raffer & Scheller, 2024, 

p. 4; Weitz, 2024b). 

Due to their different aims and implications for government spending, fiscal rules 

may lead to a conflict of objectives with the governments obligation to provide 

necessary services. Ever since its introduction in 2009 and state level 

implementation in the years thereafter (Scholz, 2021, p. 19), the merits of the debt 

brake have therefore been a frequent subject of both academic and public debate, 

with this trade-off playing a crucial role. If the fiscal rules to which Germany is subject 

negatively affect the investments made into fundamental infrastructure, this may 

mean that a provision of public goods and services to the required degree is no 

longer possible under such a fiscal regime. 

The debate on fiscal policy and legislature gained increased public spotlight with a 

ruling of the Federal Constitutional Court in November 2023, which decided that a 

planned reallocation of public funds from Covid relief to the Climate and 

Transformation Fund is inadmissable because it violates the debt brake codified in 
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the constitution (Bundesverfassungsgericht, 2023; Seehaus & Peráček, 2024, p. 

181). Additionally, fiscal pressure stemming from increased spending needs as a 

consequence of the Russian invasion of Ukraine and the debate on the necessity 

and economic viability of rearmament of the German military (Bundeswehr) have 

transformed the discourse on fiscal rules from being perceived as apolitical and 

technocratic to becoming a central issue of political debate both nationally and 

internationally. In early 2025, this culminated in the establishment of a €500 billion 

special fund and a reform that excludes armament spending above 1% of GDP 

(European Commission, 2025). 

1.2 Problem statement 

More than 120 countries have adopted at least one fiscal rule (Alonso-Albarran et 

al., 2025, p. 3). These are laws that limit debt or restrain government spending 

through numerical limits on fiscal aggregates and typically manifest as budget 

balance rules, debt rules, expenditure rules or revenue rules (De Biase & Dougherty, 

2022, p. 5). Germany is subject to both the European fiscal rules and the national 

debt brake. Some economists and policymakers argue for reforming the debt brake 

to allow for more flexibility in fulfilling the state's social obligations and investments, 

while others maintain that fiscal discipline is necessary for long-term economic 

stability and intergenerational fairness. Researchers have investigated both the debt 

brake setting a precedent for other countries in terms of long-term sustainable 

financing of public debt and the negative potential of such fiscal limits preventing 

economically sound public investments (Fuest et al., 2019, pp. 313-317).  

Advocates of fiscal limits argue that they do not inhibit important investments, but 

rather ensure fiscal responsibility and economic stability by preventing excessive 
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Figure 1: Total Net Investment ratio as a % of GDP.  (Bönke et al., 2024, p.68) 
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deficit spending (Feld et al., 2019, p. 3). Bönke et al. (2024) observe that at the 

national or municipal level, there is no negative impact of the debt brake on the 

investment rate, which is illustrated in figure 1 by the fact that there is no apparent 

difference between pre- and post-2009 levels of investment. Opponents of such 

fiscal limits object that they may decrease public spending below optimal levels, 

thereby leading to insufficient investment into public goods such as infrastructure 

and education (Hüther & Südekum, 2020a, p. 749; Wijsman & Crombez, 2021). 

Today, Germany is one of the countries with the lowest investment-to-GDP ratios 

among OECD member nations, as figure 2 shows (OECD, 2023b, p. 171). Since 

2000, Germany spent on average 2,1% of its annual GDP on public investments, 

while the average of other European countries was 3,7% in the same timeframe 

(Rösel & Wolffson, 2022, p. 529). According to the International Monetary Fund, this 

lack of public investment in the upgrading of infrastructure may lead to suboptimal 

economic outcomes (IMF, 2024b, p. 2). This has led their Deputy Managing Director 

to recommend reform, citing that, “Germany has considerable fiscal policy leeway, 

and the debt brake limits the government's ability to use it” (Koch & Meiritz, 2024, 

translation by the author). 

The IMF finds that public investment has barely offset depreciation since the 1990s, 

which implies that the aggregate total value (capital stock) of public infrastructure 

has not improved, but rather stagnated (Fletcher et al., 2024; IMF, 2024b). When 

deducting cost of repair and upkeep from the gross investments, the public 

investment expenditure has, with slight deviations upwards and downwards, 

remained at a net-zero level since 1996. Hüther & Südekum (2020a; p.747) 
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Figure 2: Public Investment forecast for 2025 as a % of GDP. (European Commission, 2024a, p. 183) 
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ascertain that between 2005 and 2015, there was negative real growth of the public 

capital stock, leading to erosion of the substance of public infrastructure. While this 

thesis aims to assess the role of restrictive fiscal rules, this underinvestment is 

multifactorial and in part results from practical issues, e.g. budgeted investment is 

frequently underspent due to municipal staff shortages that lead to the inability of 

approving spending on projects within the administrative state (IMF, 2024b, p. 17). 

The inference that public investments were too low in the last three decades cannot 

be drawn directly from the historical net investment ratio, since in a hypothetical 

steady-state scenario in which the infrastructure is an ideal condition both in terms 

of quality and quantity, the net investment ratio should consequently likewise tend 

towards the zero level. However, there is broad consensus between both labor- and 

capital-affiliated organizations that such an underprovision has been accumulated. 

The Federation of German Industries (BDI) estimates the total investment backlog 

to 400 billion Euro in the next ten years. This is strictly relating to infrastructure, and 

not including spending on other issues such as rearmament or remedies to 

demographic challenges (Russwurm, 2024). The German Economic Institute (IW) 

and Hans Böckler Foundation determine the amount needed to be €600 billion until 

the mid 2030s, again accounting exclusively for needed expansion of infrastructure 

investments to overcome the investment backlog of previous years and not including 

expenses for efforts such as green transformation of the economy (Dullien et al., 

2024, p. 1). This investment backlog has led to considerable issues in both the 

quality and availability of services which rely on public infrastructure, e.g. public 

transport. Chapter 2.1 aims to quantify the extent of this backlog in detail and identify 

the sectors that are most affected. 

1.3 Definition of investment 

Infrastructure is the basis for economic activity. It is critical for providing essential 

services, including energy, communication, transport, healthcare and education. It 

enables individual mobility and the movement of goods and information (van de Ven, 

2021, p. 4). For the purpose of this thesis, education, which enables the 

development of human resources, housing, which allows reproduction of labor force, 

and transport infrastructure, which enables logistics and labor mobility, will be 

emphasized. 
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In contrast to the private sector, the government does not need to fulfill a profit 

motive in its investment decisions. Public investments, especially into construction 

and upkeep of infrastructure, provide the necessary conditions for commercial and 

industrial activity in the private sector and drive private investments to the degree of 

€1,50 for each euro of public investment (Belitz et al., 2020, p. 1; Clemens et al., 

2019). The main aspects covered by the definition of investment within German 

budget law concerns construction work of buildings and roads and the acquisition 

of movable and immovable assets (e.g. equipment or intellectual property) (§ 10 

HGrG - Einzelnorm, n.d.; Christofzik et al., 2019). Based upon this definition, it can 

be inferred that public investments are a proxy for infrastructure investments, since 

they are the most relevant aspect in the legislation and make up the largest share 

of total public investments, with €44 billion out of the €126.7 billion total investments 

being allocated to education, housing and transport (Federal Ministry of Finance, 

2025b).  

1.4 Consumption vs. Investment  

In terms of national accounting, expenditure on the modernization of schools (e.g. 

renovation of old class rooms, new teaching utensils) is categorized as an 

investment (Federal Ministry of Finance, 2020, p. 4). Expenditure on wages for 

school personnel such as teachers or social workers is however categorized as a 

consumptive personnel expense. Expenditure on maintenance and repairs, such as 

maintenance of the physical function of a bridge, is counted as intermediate 

consumption by the government (Christofzik et al., 2019, pp. 1-2). However, in 

economic terms they may be regarded as an investment into human capital, that 

pays off through increased future productivity of students, and into productivity-

enabling public capital, respectively (Lenk et al., 2016, p. 8). The fact that routine 

maintenance and repairs are not recorded as investments in comparison to new 

construction may also lead to the misuse of public funds, since wasteful cost 

increases in large-scale projects also increase investment expenditure, despite not 

adding social value (Christofzik et al., 2019, p. 2). 

This shows that the distinction between consumption and investment is at times 

arbitrary. This distinction may also be questioned in terms of impact for the economy, 

since there is some evidence that the government investment multiplier and the 
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government consumption multiplier do not differ significantly (Haug & Sznajderska, 

2024, p. 16). 

Recent rearmament debates have added to this conflation of terms. While the 

European System of Accounts considers military spending as investment, the 

German budget legislation explicitly excludes it (§ 10 HGrG - Einzelnorm, n.d.). 

Certain investments such as into bridges and railroads may be considered dual-use, 

because they are crucial for both civilian transportation and military logistics. 

Expenditure on weapons and equipment is consumptive and may lead to a 

reallocation of resources and labour from sectors that produce consumer goods 

towards the defence industry. In fact, while the fiscal multiplier for targeted public 

infrastructure investments is approximately 2, the multiplier for military spending is 

not significantly greater than 0, pointing to the questionable economic benefit of 

military spending (Krebs & Kaczmarczyk, 2025, pp. 21-22). 

1.5 Research Questions 

This thesis aims to investigate whether or not national debt limitations have an effect 

on infrastructure such as housing, transportation, and education, by employing a 

systematic literature review that includes relevant publications. The research within 

this thesis contributes to academic discourse on the issue and brings to light new 

insights on the economic outcomes of fiscal rules and their connection to 

infrastructure quality, thereby adding to informed discussion of the subject. The 

research topic is mainly approached with the following primary research question. 

• To what extent do restrictive fiscal policy rules contribute to underinvestment 

in public infrastructure? 

There are three possible scenarios. Fiscal rules may have a negative effect on public 

investment by reducing the leeway for expenditure. They could have no relevant or 

discernable effect or they may counterintuitively lead to a positive effect, e.g. by 

signalling stability or enhanced credibility. The objective is to evaluate the existing 

evidence from the perspective of encouragement of economic growth and 

development, which is aided by good state of infrastructure in the respective area.  

This main question may be expanded upon by considering the way in which specific 

fiscal rules are architected on the supranational, national and sub-national level. The 

impact this has on spending and borrowing behaviour of local governments relative 
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to the public investment level that leads to optimal economic outcomes in terms of 

growth and development. This secondary research dimension includes the following 

questions: 

• How does the implementation of fiscal rules differ across national contexts? 

• Is the national implementation particularly restrictive („fiscally conservative“) 

in Germany? 

• What effects of fiscal rules manifest at subnational (state and municipal) 

governmental levels? 

• Which sectors experience most pronounced investment constraints? 

The hypothesis is that enforcement of fiscal rules leads to suboptimal infrastructure 

investment. This initial assumption may be derived from the evidence of stagnating 

or falling total value of public infrastructure capital stock. The assumption further 

implies that this underinvestment has not been offset through increased economic 

and institutional stability and credibility or prevention of inflationary crowding-out 

effects. If fiscal rules negatively impact public investment, this would imply that the 

hypothesis is correct. If there is no relevant effect or a positive one, the hypothesis 

should be rejected. 

1.6 State of research 

In existing research, conflicting evidence has been presented to the extent in 

which the introduction of fiscal rules affects growth and public investment. 

Economists who advocate in favour such rules find that, “In general, most fiscal 

rules - also the ‘debt brake’ - do not constrain the amount or share of investment 

expenditure” (Feld & Reuter, 2021, p. 14). Researchers who argue against strict 

fiscal restraint argue that, “the lamentable trend in net public investment both in 

absolute terms and relative to GDP shows the urgency of writing into the country’s 

constitution a rule to promote public investment” (Truger & Will, 2013, p. 4). 

Blesse et al. (2023) review the effect of different fiscal rules on public investment 

levels in their paper. They find no systematic evidence of a (negative) effect on 

overall public investments, while also emphasizing that the concrete design of fiscal 

rules is crucial for determining their impact. For their review, Blesse et al. focus 

solely on empirical evidence, excluding other methodologies, such as simulation 

approaches. 
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2 Background 

2.1 Quantifying the Infrastructure Undersupply 

Germany is confronted by a fundamental infrastructure deficiency, which has 

accumulated over the span of decades. The economic effect of this deterioration is 

made visible in a recent survey conducted by the German Economic Institute, where 

84% of the companies surveyed report that infrastructure deficiencies regularly 

hamper their business activities, up from only 59% in 2013 (Puls & Schmitz, 2025, 

p. 86). The absence of sufficient spending creates cascading economic and social 

costs that may far exceed the initial investment requirements. This is because 

deferring investments in infrastructure has both immediate and delayed effects. 

Short-term, underinvestment may for example increase costs of logistics. Long-

term, postponed investments are more expensive due to inflation and over time, 

small defects become larger problems, which generally makes ongoing repairs 

cheaper than replacements. Estimates of investment backlogs suffer from both 

definitional and methodological problems (i.e. surveys and self-reporting provide 

unreliable data) (Christofzik et al., 2019, p. 6). However, there exists a substantial 

investment backlog, irrespective of the methodological approach adopted (Hesse, 

2024, pp. 317-319). This chapter aims to quantify the backlog in the three crucial 

areas housing, education and transport infrastructure. 

Municipal infrastructure
177,2

Public transport
28,5

All-day schools
6,7

Universities
34,7

Housing
36,8

Rail network
59,5

Federal highways
39

Decarbonisation
200

Municipal adaptation
13,2

Figure 3: Public Investment Requirements. (in billion Euro, in next ten years) (Dullien et al., 2024, p. 6) 
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Since the estimations for the size of the backlog rely on different underlying 

assumptions and calculations, the numbers put forth by different organizations and 

research institutes may vary, even when they concern the same category of 

infrastructure. Certain groups may also provide statistics out of self-interest, e.g. to 

raise awareness and direct attention to their specific sector. Therefore, the numbers 

presented below should be understood as approximations. Since an overview 

consisting of data from multiple sources would need to account for this 

heterogeneity of approaches, it is more practical to use a single publication as a 

source for a general overview of the investment backlog. One such overview can be 

found in Dullien et al. (2024, p. 6). Following this paper, the total investment need 

amounts to €595.7 billion over the span of the next ten years. Out of this total 

amount, €205.7 billion are needed for infrastructure on the municipal level, €98.5 

billion for supraregional infrastructure, €41.4 billion for education, €36.8 billion for 

housing and €213.2 billion for climate protection and adaptation. Figure 3 shows a 

more detailed breakdown of the total backlog into sub-categories. 

2.1.1 Housing 

Germany's housing shortage represents the most acute manifestation of 

infrastructure investment deficits, with different studies estimating a deficit of up to 

700,000 housing units as of 2023 (Pestel Institute, 2023, p. 41). The Federal Institute 

for Research on Building, Urban Affairs and Spatial Development projects annual 

construction requirements of 320,000 units through 2030 to address demographic 

pressures (Müther & Waltersbacher, 2025, p. 1). 

The geographic distribution of housing shortages reveals significant spatial 

inequalities, with a high concentration in growing metropolitan areas and cities that 

are popular among university students (Müther & Waltersbacher, 2025, p. 6). This 

is in sharp contrast to rural areas, where migration trends to urban areas and 

demographic change have led to a relative oversupply of housing and a rising 

number of vacancies. Due to this shortage, individuals seeking to move to a different 

place of residence often experience long waiting times and competition with other 

prospective tenants. A nonrepresentative survey by the search engine provider 

Immoscout24 found that for every second person, finding an apartment takes longer 

than a year (Immoscout24, 2024, p. 1). 
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The social implications of housing shortages disproportionately affect 

underprivileged population groups and result in higher social welfare costs for the 

state, since renters who are eligible for housing benefits are subsidized to 

counteract rising rent prices.  Students face particularly acute difficulties. In Munich, 

student apartments cost €800 monthly compared to €380 maximum subsidized 

student housing allowance, forcing some students to sleep in sports centres (Moses 

Mendelssohn Institut, 2025, p. 8). Rental shortages have created circumstances in 

which 10.7% of the population is considered overburdened by housing costs 

exceeding 40% of their monthly income (Destatis, 2022; Sagner & Voigtländer, 

2025). 

Construction activity statistics reveal the systematic failure to meet this housing 

demand. The Federal Statistical Office recorded 251,937 residential completions in 

2024, representing a 14.5% year-on-year decline, while building permits fell by 

16.8% to 215,920 approvals - the lowest amount since 2010 (Destatis, 2025c, 

2025a). This construction trajectory creates a widening gap between the political 

target of 400,000 apartments annually, set by the former government coalition, and 

the actual delivery of approximately 200,000-250,000 units. Social housing 

construction is particularly affected with only 20,000 units completed in recent years 

compared to the target of 100,000 annually (Pestel Institute, 2023, p. 39).  

Lack of sufficient public investment is identified as a critical factor constraining 

supply response to housing demand by the construction industry (Zentralverband 

Deutsches Baugewerbe, 2024). This problem is further exacerbated by high 

bureaucratic burdens, shortage of building materials due to supply chain disruptions 

in the wake of international crises, shortage of skilled laborers and the decision of 

the European Central Bank to increase the base interest rate, which has led to worse 

financing conditions for new construction projects. 
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2.1.2 Education 

Insufficient investment in educational facilities threatens Germany's long-term 

economic competitiveness by failing to provide adequate physical infrastructure to 

support the needed human capital development, which leads to a strategic 

vulnerability for Germany's knowledge-based economy.  

The unsatisfactory state of school infrastructure is a phenomenon experienced by 

students, teachers and parents nationwide, however it occurs more intensely in 

certain areas and less so in others.  

While a total of 56% of municipalities report at least a significant investment backlog 

in this domain, cities with more than 50,000 residents are disproportionately 

affected, within this group the share is almost 90% (Raffer et al., 2025, p. 20). Public 

perception data collected for the Ifo Institute’s Education Survey confirms observed 

deteriorating infrastructure quality. Only 29% of Germans assigned grades A or B to 

the quality of schools in 2024, with regional variations showing significant disparities 

(Werner et al., 2024, pp. 30-31). These perceptions align with objective 

assessments showing that Germany's education infrastructure stock is subject to 

underinvestment in physical facilities which support human capital development.  

Figure 4 shows the development of the Municipal Panel study conducted by the KfW 

in cooperation with the German Institute for Urban Affairs since 2009. It documents 

a €67.8 billion investment backlog in school infrastructure and a further €11.2 billion 
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backlog in early childhood education (childcare) (Raffer et al., 2025, p. 18). This 

backlog has grown from €34 billion in 2015, demonstrating accelerating 

deterioration in the condition of schools, universities and other places of education 

(Höpfner, 2016). This problem is intensified by a teacher shortage, which creates 

capacity constraints that further compound already existing infrastructure 

limitations. 

International comparisons underline Germany's relative underinvestment in 

education infrastructure. Despite spending $15,767 per student annually (more than 

the OECD average of $12,647), Germany allocates only 4.6% of GDP to primary 

through tertiary education compared to the OECD average of 5.1% (OECD, 2023a, 

p. 2). This spending pattern suggests lower prioritization of education in resource 

allocation rather than absolute resource constraints, with infrastructure investment 

declining as a proportion of total education spending from 45% in 1995 to 25% in 

2015 (Höpfner, 2016). 

2.1.3 Transport Infrastructure 

Germany's transport infrastructure shows poor conditions across multiple specific 

sub-areas. The federal railway infrastructure obligations are constitutionally 

mandated (Article 87e, paragraph 4 of the German Basic Law), yet systematic 

underinvestment has created substantial maintenance backlogs. A report by the 

Deutsche Bahn infrastructure subsidiary DB InfraGO rates railway infrastructure at 

an average grade C and documents €109.8 billion in required investments to 

achieve adequate standards (DB InfraGO, 2025, p. 2). The outcome of this can be 

observed in various indicators, e.g. in the punctuality of the rail service. According 

to their own statistics, only 57% of all long-distance trains of the national railway 

company Deutsche Bahn arrived on time in June 2025, up from 53% in June 2024 

(Deutsche Bahn, 2025). This is reflected in public opinion, where one third of users 

express dissatisfaction with public transport accessibility (Allianz pro Schiene, 

2024).  

Public transport travel times average three times longer than automobile travel 

across all German region types, creating structural barriers to modal shift towards 

sustainable transport despite environmental policy objectives (Mocanu et al., 2021, 

p. 12). The poor state of public transport also aggravates social equity concerns, 
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since migrants are disproportionately affected by both lack of adequate transport 

and are more likely to live in the periphery, so they spend on average 10% more 

time on their commute to and from work (George et al., 2025, p. 3236). 

The total annual spending of €25 billion for public transport generates approximately 

€75 billion in economic value, which indicates a 3:1 benefit-cost ratio, justifying 

expanded investment. It is estimated that this value created could increase to €162 

billion per year by 2030 (Schröder et al., 2025, p. 6). 

Road infrastructure conditions present equally concerning signs of deterioration. 

The investment backlog in municipal road infrastructure amounts to around €39.3 

billion and investment requirements for measures to support the green mobility 

transformation are estimated at up to €63 billion in the time until 2030 (Arndt & 

Schneider, 2023, pp. 9-12). As of 2024, 32% of all municipalities are only able to 

provide limited road maintenance or none at all. This particularly affects 

municipalities that already have a large investment backlog, meaning that more 

wear and tear and aging of the road infrastructure results in a growing failure rate 

(Raffer et al., 2025, p. 4). 

Of 40,000 road bridges nationally, half were constructed before 1985 and 4,000 are 

in critical condition, which has made The Federal Ministry of Transport want to 

prioritize their modernization. However an analysis by advocacy group Transport & 

Environment Germany suggests that an additional 2,000 bridges in the German 

road network currently meet the criteria for replacement construction and another 

10,000 bridges need to be reinforced. This affects approximately 36% of all bridges 

on federal roads and highways (Heyl & Richardsen, 2025, p. 3). A data analysis 

carried out by concrete construction experts identifies 43 highway bridges to be in 

an inadequate state and requiring immediate attention due to critical safety and 

capacity risks (BGIB, 2024, p. 2). 

Furthermore, experts expect that the effects of climate change will put more strain 

on transport infrastructure in the future, leading to increasing costs of both 

preventive measures and upkeep. The heavy rainfall and extreme weather 

conditions predicted to occur more frequently require an adaptation of transport 

infrastructure, because rainwater can cause landslides alongside and beneath 
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transport routes. This particularly affects embankments along railway lines, where 

loosened soil can slide onto the tracks (Palin et al., 2021, pp. 4-9). 

2.1.4 Underinvestment due to regulatory conditions 

Besides the funding itself, the laws applying specifically to the aforementioned 

categories of infrastructure affect investments levels as well. For transport 

infrastructure specifically, the legal construct under which the responsible entities 

operate is relevant. The Autobahn GmbH, who administer the federal highways, is 

currently not authorized to take on debt. One proposal to enabling more investments 

into roads relies on making the company creditworthy and assigning to them their 

own revenue streams, e.g. truck tolls. This would allow the federal government to 

provide low-interest public loans, which would be classified as "financial 

transactions" and thus excluded from the debt brake (Hellermann, 2024, pp. 27-29). 

Equity increases, such as is commonplace for Deutsche Bahn, legally require 

generating returns, which pressures the railway to increase profitability through 

higher ticket prices or track access fees, affecting all users (Hellermann, 2024, pp. 

13-15). Government loans would avoid this problem because they do not require 

returns and the government can offer loans at its long-term bond costs below market 

interest rates. 

For new construction projects in housing and transport infrastructure, useful 

measures could additionally include a focus on modular serial construction or 

deregulation, as precedented by the state level simplification of steel construction 

regulations, where the previous extensive norms are replaced by a streamlined 

administrative process that makes construction less bureaucratic (Ingenieurkammer 

Bau Nordrhein-Westfalen, 2025). 

The government may also aid the construction of housing in the private sector by 

leasing properties for low cost or making unused state property available for 

development. The decommissioning of up to 200 military properties and barracks 

was originally intended to create opportunities for housing by integrating civilian 

development plans, however the German Ministry of Defense has recently enforced 

a moratorium on conversions (Bundesministerium der Verteidigung, 2025). 
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2.2 Genealogy of fiscal constraint 

Numerical rules that legally limit government debt are a relatively recent 

phenomenon. They became a central aspect of economic discourse with the ascent 

of Neoliberalism and the idiosyncratic German Ordoliberalism. However, the 

theoretical justification for putting restraints on government spending can be traced 

to James M. Buchanan, who believed that strict fiscal constraints on governments 

are the only effective mechanism to prevent excessive deficit spending and rent-

seeking that benefits certain parties at the expense of the public (Feld, 2019, p. 

967).  

Since the 1970s, Neoliberalism has been the hegemonic discourse and the 

commonsense way for societies to understand economics (Harvey, 2007, pp. 21-

25; Palley, 2005, pp. 20-22). This paradigm is based on the belief that individuals 

are solely responsible for their own fate, based upon their effort and merit, as 

captured in a quote by Margaret Thatcher: “There is no such thing [as society]! There 

are individual men and women and there are families and no government can do 

anything except through people and people look to themselves first” (Margaret 

Thatcher Foundation, 1987). It follows that government size should be limited to a 

minimum and market activities left to themselves (Bourdieu, 1998). Active fiscal 

policy may interfere with this pure market logic; thus, it is rejected in favour of lower 

levels of government spending and legal constraints put on expenditure (Palley, 

2005, p. 22). 

Similarly, Ordoliberalism assumes a skeptical anthropological position and views 

humans as requiring external discipline. Thus, it contrasts with classical liberalism 

in its rejection of laissez-faire. Ordoliberalism derives its central concept of economic 

order from protestant theology and emphasizes state authority to create and enforce 

this order (Manow, 2001, pp. 179-183). One of the core tenets of this ideology is the 

limitation of state spending, to prevent political intervention from distorting market 

competition. 

2.3 The origin of European and German fiscal rules 

European fiscal rules trace back to the Maastricht Treaty of 1992, which laid the 

foundation for both EU citizenship and the introduction of a single currency to be 

used by the signatory states (European Council, 2023). The treaty formally 
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establishes the objective of fulfilling the Economic and Monetary Union and an 

additional protocol which was annexed to the treaty, which introduces specific rules 

(convergence criteria) for governments, to ensure fiscal discipline (Gaspar & Buti, 

2021). These criteria include targets for exchange rates, interest rates and yearly 

inflation (Bundesregierung, 2023). The two most relevant criteria however concern 

deficits and debt. 

The national debt-to-GDP ratio is limited to 60%. The rationale behind this threshold 

is to ensure that public debt levels remain manageable. This is supposed to 

minimize the risk of sovereign default, which could have spillover effects on the 

entire monetary union. The government deficit is limited to 3% of GDP on a yearly 

basis. This deficit limit is to ensure fiscal discipline and prevent member states from 

engaging in excessive spending (Bundesregierung, 2023; Delivorias, 2021, pp. 8-

14). 

Adherence to these rules is a “general condition of participation” in the monetary 

union, however noncompliance with these reference values usually does not lead 

to direct consequences, as they do not constitute strict limits (Bundesbank, 2017a, 

p. 30). Rather, the framework introduced by this measure is used to monitor public 

finances and make sure that in cases when the debt-to-GDP ratio is higher, there is 

significant effort to decrease the ratio and improve it towards the 60% reference 

value in a timely manner (Gaspar & Buti, 2021).  

The origins of these specific numerical targets of 60% and 3% are somewhat 

dubious and not based on rigorous economic theory, rather reflecting political 

realities at the time (Gaspar & Buti, 2021; Priewe, 2020, pp. 112-114). According to 

French media reports, the 3% figure was “invented” in 1981 by senior bureaucrat 

Guy Abeille and his colleague Roland de Villepin, who at the time were working for 

the National Budget Office of France (Le Parisien, 2012). “We imagined this figure 

of 3% in less than an hour, it was born on a table corner, without any theoretical 

reflection. [...] The director of the budget at the time [...] told us: Mitterrand wants us 

to provide him with an easy rule, which sounds like it‘s coming from an economist 

and can be invoked against ministers who are marching into his office demanding 

money” (Le Monde diplomatique, 2014, translation by the author) 



18 
 

As for the 60% debt-to-GDP ratio, its origin is similarly lacking in strong economic 

justification. It is believed that this figure was chosen because it was close to the 

average debt level of EU countries at the time the Maastricht Treaty was negotiated, 

which stood at around 50-60% of GDP on aggregate (Gaspar & Buti, 2021; Kamps 

& Leiner-Killinger, 2019, p. 6). 

Since these numerical reference values were thought up independently of one 

another, they did not conform in the sense that an annual deficit of 3% would 

automatically lead to government debt converging towards 60% of GDP in the long 

term. This convergence would only take place assuming an annual growth of 5% in 

the nominal GDP (i.e. 3% real growth and 2% inflation) (Kamps & Leiner-Killinger, 

2019, pp. 5-8). Since average annual GDP growth rates in the EU ranged between 

0.9% and 3.9% in the time between 1996 and the global financial crisis of 2007, this 

assumption is not empirically tenable (EU GDP Growth Rate 2024, 2024).  

The Stability and Growth Pact (SGP) of 1997 perpetuates these rules and tightens 

them by turning them into strict limits not only for countries aiming to join the 

Eurozone, but also those who are already member states. The pact institutionalizes 

the criteria through the creation of a so-called preventive and corrective arm, which 

may initiate a procedure to enforce compliance (European Commission, n.d.-b). In 

2005, the country-specific Medium-Term budgetary Objectives (MTO) were 

introduced. MTO are meant to calculate a sustainable structural deficit for each 

country and ensure that countries whose debt-to-GDP exceeds 60% reduce this 

ratio over time (European Commission, n.d.-a). 

The 2012 fiscal compact operationalized the debt criterion by defining a yearly 

structural deficit of at most 0.5% of GDP and via the “1/20th rule” that requires 

countries with debt of more than 60% of GDP to reduce their excess debt by 5% 

each year (European Commission, 2022, pp. 7-8). This created tensions by 

establishing asymmetry between creditor and debtor nations, with countries 

experiencing high government debt facing externally imposed fiscal constraints. In 

2015, new guidelines made the SGP more flexible by allowing Member States to 

account for economic factors (i.e. output gaps and potential growth) in their fiscal 

adjustment calculations (European Commission, 2015, pp. 8-10). This flexibility also 
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includes clauses for structural reforms and public investment, which provides 

leeway for countries to meet adjustment paths (Manasse, 2015).  

2.4 The German debt brake 

International agreements notwithstanding, German constitutional law has a heritage 

of fiscal rules at the national level. Article 87 of the Weimar Constitution specified 

that “Funds may be procured on credit only for extraordinary needs and as a rule 

only for expenditures for productive works” (Weimar Constitution - Wikisource, n.d.).  

When the Basic Law was adopted as the constitution of West Germany in 1949, this 

was retained in Article 115. In 1969, this article underwent revision to where new 

loans could not exceed investment expenditures (so-called “golden rule”) and in 

2009, it was again changed to what is now known as the debt brake (A. Thiele, 2015, 

pp. 33-37). 

The debt brake and European fiscal rules are interconnected yet distinct, the law on 

the German national level is both influenced by and more restrictive than its 

European counterparts. As opposed to the SGP and the Swiss fiscal rules that also 

inspired the debt brake, it limits new net borrowing rather than mandating a balanced 

budget (Hausner & Simon, 2015, pp. 99-102). The debt brake establishes more 

stringent constraints - Article 109 (3) of the Basic Law stipulates that the budgets of 

the federal and state governments must “in principle be balanced without revenue 

from borrowing” (Basic Law for the Federal Republic of Germany, 2025). To achieve 

this, the federal government's yearly structural deficit is limited to 0.35% of nominal 

GDP from 2016 onward and structural deficits are entirely prohibited for state 

governments, starting in 2020 (Lenk et al., 2020, p. 34). Exceptions are possible in 

the event of abnormal economic developments by inclusion of the cyclical 

component (Konjunkturkomponente), and in cases of natural disasters or 

exceptional emergencies, which require a resolution of the German Bundestag to 

be recognized (Korioth & Müller, 2021, pp. 960-963). Any new debt must additionally 

be accompanied by a realistic repayment plan, which at the federal level is regulated 

by Article 115 (2) (Basic Law for the Federal Republic of Germany, 2025). 

Circumvention is also possible through financial transactions that acquire assets, 

e.g. buying shares or granting a railway loan to build tracks. The establishment of 

off-budget funds (Sondervermögen) evades the debt brake with modified accounting 
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procedures, however constitutional court rulings have constrained this practice 

(Grimm et al., 2024, p.p 1-4; LTO, 2023). 

The debt brake thus represents both an implementation of and an enhancement 

beyond European requirements, maintaining compatibility with the EU framework. 

This amendment was passed in 2009 during the European debt crisis and reflects 

momentum toward a consensus on fiscal restraint and Germany's preference for 

stricter fiscal discipline than required by European rules (Kozaczyńska, 2025, p. 1-

4).  

The limitation of no structural deficit for state spending is a noteworthy detail, 

considering the way in which this particular rule was agreed upon. During the initial 

negotiations between the Federal government (Bund) and the State governments 

(Länder), the permitted structural deficit for the states was meant to be 0.15% per 

year, which together with the 0.35% for the federal government would have added 

up to 0.5% in total (Bollmann, 2009). As contemporary reporting revealed at the 

time, this complete prohibition was due to a strategic intervention by conservative 

prime minister of Bavaria, Horst Seehofer. As leader of Germany's most 

economically powerful state and largest contributor to the Equalization payments 

(Länderfinanzausgleich), he had unique political authority that he used strategically 

to impose stricter fiscal rules (Birnbaum, 2009). In exchange for their consent to this 

zero-debt tolerance, “poor” states that rely more on new debt were incentivized with 

the transfer of consolidation aid totaling €7.2 billion (Deutscher Bundestag: ‘Länder 

Auf Nullschuldenpolitik Verpflichten’, 2009). 

Since the debt brake is more restrictive than the SGP, compliance automatically 

ensures compliance with European criteria as well (Grimm et al., 2024, p. 5). The 

debt brake's exception clauses are narrow and require an emergency such as 

particularly severe recession or disaster and a qualified parliamentary majority to be 

suspended (Grimm et al., 2024, p. 2; Waldhoff, 2024). Additionally, the enforcement 

mechanisms differ fundamentally. The SGP relies on peer pressure and sanctions, 

while the debt brake operates as constitutional law with oversight and enforcement 

by the Federal Constitutional Court (Kirchsteiger & Larch, 2023; LTO, 2023). 

As of early 2025, a constitutional reform of the German fiscal framework saw the 

introduction of an infrastructure fund intended to finance new projects in transport 
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infrastructure, healthcare services, energy supply, education, research and 

digitalisation efforts. The fund was established outside the debt brake and amounts 

to €500 billion (11.6% of 2024 GDP), that are available within the following 12 years. 

Additionally, while the debt brake itself remains, expenditure for military purposes 

exceeding 1% of GDP is subsequently excepted (European Commission, 2025). 

However, according to some economists, approximately half of this fund is misused 

outside of its intended purpose. Allegedly, the government uses accounting tricks to 

divert funds to finance already planned projects and plug budget holes, instead of 

additional infrastructure investments (Hentze, 2025, pp. 1-3). 

2.4.1 The debt brake on the state level 

The federal government typically makes one-time infrastructure investments while 

states and municipalities bear ongoing maintenance and personnel costs, which 

leads to a fundamental problem in Germany's order of fiscal federalism (Weck, 

2025, pp. 185-188). This extends especially to the domain of education, which in 

accordance with the principle of cultural federalism is assigned as a duty to the 

states (“Bildung ist Ländersache”). The debt brake is very restrictive on the state 

level, where structural deficits are completely prohibited under normal 

circumstances. This chapter assesses the effect this has on the state and municipal 

level, focusing on the feasibility of sufficient investment into public goods and 

especially infrastructure. 

As of 2025, the latest reform allows the states to take up new net deficit of up to 

0.35% of GDP annually, similar to the federal level of government (European 

Commission, 2025). However, whether the debt brake will actually be lifted for the 

states remains questionable. Only four of the sixteen states (Berlin, North Rhine-

Westphalia, Thuringia and Saarland) are able to relax the debt brake by simple 

parliamentary majority, while the others require two-thirds majorities to enact change 

to their debt brake amendments at the level of the state constitution. In order to 

reach this supermajority, all current state government coalitions except in 

Schleswig-Holstein would need to reach an agreement with the opposition (ifo 

Institut, 2025). 

All 16 federal states have implemented the debt brake into state law, with Saxony 

being the first one in 2013, however design of the individual characteristics differs 
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considerably across the state parliaments. Scholz (2021, pp. 17-97) provides an 

overview of the implementations by the states. Twelve federal states have enshrined 

the debt brake in their state constitutions, while four states have opted for 

implementation by simple legislation. Only eight of the sixteen federal states take 

financial transactions into account when calculating permissible debt. Those states 

that do not, cannot make equity acquisitions or equity injections on a credit-financed 

basis. All states have included escape clauses in the event of natural disasters or 

exceptional emergencies and all except Bavaria have implemented a cyclical 

adjustment component. 

Besides the use of escape clauses, state governments appear to circumvent the 

debt brake by establishing state-owned companies, since they are able to issue debt 

on their own (Heinemann et al., 2025, pp. 1-4). This is due to the fact that the core 

budgets of the states do not take the debt of state-owned companies into account 

when calculating permissable deficit (Potrafke, 2023, p. 34). 

When states are structurally prohibited from incurring additional debt, they rely on 

taxes as an instrument of funding spending. However, German federal states have 

little tax autonomy and the taxes that they may determine yield relatively low 

revenues, e.g. the land transfer tax revenue stood at a total of just €18 billion in 2021 

(Deutscher Bundestag, 2025; Kirchgässner, 2017, pp. 257-269). One proposed 

solution to this problem is to extend the tax autonomy of state governments, e.g. by 

allowing them to determine surcharge rates for income and corporate tax (Fuest et 

al., 2019, p. 311). 

2.4.2 The debt brake on the municipal level 

Although local authorities are not directly affected by the constitutional debt brake, 

they are indirectly affected to a considerable extent and may be subject to reduced 

allocations of state funds, due to consolidation pressure at the state level. 

Furthermore, the federal government has transferred an increasing amount of 

responsibilities to municipal authorities, while not making sure that the 

corresponding funding is provided (Rietzler & Watt, 2022, pp. 41-45). 

Municipalities carry out 40% of public investments and 60% of all public construction 

projects (Raffer & Scheller, 2024, p. 4). Yet, their share of the total public budget 

was just 19% in 2024 (Destatis, 2025b). Local investment levels show large regional 
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disparities. In Bavaria the state and local government together invested €957 per 

local resident in 2021, while in Saarland this figure stood at just €431 (Rietzler & 

Watt, 2022, p. 47). 

The municipal investment backlog is estimated at €215,7 billion, with schools (€67,8 

billion) and transportation infrastructure (€53,4 billion) making up the largest share 

(Raffer et al., 2025, p. 18). It is unlikely that the states are able to provide the funds 

needed to carry out large-scale investments without violating the debt brake, since 

such investments can scarcely be financed by current expenditure, particularly by 

small municipalities with low tax income (Kirchgässner, 2017, pp. 257-261).  

From 1991 to 2001, the net formation of municipal fixed capital amounted to €44 

billion, most of which due to high investments made in eastern Germany. From 2001 

to 2023, investment was lower than depreciation, leading to municipal fixed assets 

falling by a total of approximately €113 billion (Weitz, 2024a). This is despite the fact 

that local infrastructure needs to accommodate a larger total population, which has 

increased by more than one million during the same time period (Projektteam 

„Aktive Regionalentwicklung“, 2025, p. 2).  

Similar to the federal government and the state governments, municipalities are 

technically able to emit bonds to fund their spending (see chapter 3.3). However, 

this is quite rare even for large cities and not feasible for towns or villages, since 

communal bonds usually start at a volume of €100 million, due to the high amount 

of effort needed for emission (Wolff, 2014).  

Municipalities may also acquire funds by using private lines of credit, provided by 

commercial banks. This is commonly done to ensure short-term liquidity, though 

loans are commonly misused to restructure debt incurred for investments 

(Herrmann, 2011, pp. 10-12). However, all loans require regulatory approval by a 

legal supervisory authority within the budget statute (Landesdirektion Sachsen, 

2013). To adhere to municipal code, the long-term financial capacity of the 

municipality is usually demonstrated by a balanced budget over at least four years, 

which most local authorities are unable to achieve. The municipal accounting rules 

have been shown to result in municipalities using double-entry bookkeeping 

investing considerably less than those using single-entry bookkeeping (Christofzik 

et al., 2020, p. 707-711). 
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While short-term loans provide much needed liquidity, a high number of loans, most 

of which were incurred in the early 2000s, have become a burden to municipal 

finances (Rietzler & Watt, 2022, p. 47). German municipalities have accumulated 

approximately €31 billion in excessive liquidity loans, inhibiting their ability to invest 

in essential local infrastructure (Federal Ministry of Finance, 2025a). Due to this, 

some local governments have been confronted with serious budgetary issues, 

leading states to establish bailout funds and support programs to help their most 

indebted local authorities (Heinelt & Stolzenberg, 2014, pp. 1-2). States have also 

targeted indebted municipalities with fiscal consolidation. In North Rhine-

Westphalia, small municipalities that were subject to these measures cut spending 

on local public services, which has led to a sizeable negative effect on population 

levels (Fremerey et al., 2022, pp. 25–26). 

A constitutional amendment would allow the federal government to aid in municipal 

debt relief. A proposed amendment of the Basic Law would authorize the federal 

government to cover 50% of debt relief costs when states relieve their municipalities 

of excessive liquidity loans (Federal Ministry of Finance, 2025a). Reform proposals 

of the debt brake include creating opportunities for interest-free debt restructuring, 

see chapter 6.1 (Projektteam „Aktive Regionalentwicklung“, 2025). Without 

substantial support from the federal and state level, local governments will not be 

able to reduce their debt and investment backlog, which may lead to growing 

regional disparities between municipalities with high and low tax income. 

As long as municipalities do not have easy access to loans and are unable to emit 

bonds due to administrative and practical constraints, they are reliant on tax 

revenue. However, this means that inequalities will likely keep increasing, since 

underdeveloped municipalities usually receive low tax revenues due to less 

economic activity (Hesse, 2024, pp. 317-339). Additionally, local authorities may 

resort to trying to increase their tax revenue in order to decrease their debt and fund 

investments. Counterintuitively, local governments can accomplish this by 

decreasing taxes. This is commonly done by choosing low factors on the municipal 

trade tax rate (Gewerbesteuerhebesatz), thereby attracting corporations with the 

benefit of saving on taxes. However, this tax rate competition may lead to 

administrations undercutting each other (“race to the bottom”) and a lower overall 

tax revenue. A journalistic investigation reveals that many large German companies 
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indexed on the DAX register addresses in small municipalitites to save on tax 

payments (Kempen, 2025). 

2.5 Comparison of national fiscal rule implementations 

The “Sixpack” reform of the SGP enacted in 2011 requires member states to design 

their national fiscal rules to be compatible with its objectives, however there are 

significant differences in specific implementations (Brändle & Larch, 2025, p. 205). 

The most common types are budget balance rules, that typically constrain budget 

deficits as percentages of GDP, and debt rules, which establish limits on public debt 

in terms of debt-to-GDP ratios (Potrafke, 2023, p. 9). 

While the debt brake is consistently characterized as distinctively rigid, asserting 

whether it is actually stricter relative to other national rules and whether there is a 

causal relation between rule and actual spending is methodologically challenging. 

Based on the Fiscal Rule Strength Index, that scores rules across multiple 

dimensions, the debt brake is among the strictest rules in Europe with a strength 

score of 8.6/10 (Alonso-Albarran et al., 2025; European Commission, 2024b). 

However, the strictness of overall fiscal regimes cannot be inferred from this index, 

since most countries have enacted multiple rules on different levels of government. 

Such a comparison requires defining strictness and is further complicated by the 

fact that fiscal rules are architected differently across national contexts, each 

reflecting particular legal traditions (e.g. centralism or federalism) and economic 

policy preferences (Brändle & Elsener, 2024, p. 2). The following selection of 

particular national fiscal regimes thus aims to illustrate these differences and give 

context to the idiosyncratic German variant of the debt brake.  

France does not have a constitutionally embedded national fiscal rule, however 

authorities adhere to a structural balance target. It is non-binding for annual budgets 

and does not cover local governments, which are restricted by the “golden rule” that 

only allows debt to finance capital expenditure. This absence of constitutional 

entrenchment renders them more susceptible to political modification (European 

Committee of the Regions, n.d.). 

Italy is subject to the Domestic Stability Pact that aligns state and municipal fiscal 

behavior with the European SGP. In practice, this implementation demonstrates 

significant weaknesses in terms of weak monitoring mechanisms and inadequate 
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sanctioning capabilities (Giuriato & Gastaldi, 2009, p. 1). Some authors argue that 

Italy's fiscal regime has counterintuitively constrained debt reduction efforts during 

periods that required counter-cyclical fiscal policy and regarding investment needs 

for structural reform (Karagounis et al., 2015, pp. 7-11). 

Outside of the European Union, national fiscal regimes are not related to the SGP 

and show more variance in their design and compliance mechanisms. The UK 

operates with a framework that combines debt, budget balance, and expenditure 

rules (Pope et al., 2024). The current system employs three mechanisms: the 

Stability Rule mandates current budget balance or surplus with a ±0.5% GDP 

tolerance, the Investment Rule requires public net liabilities to decline, and the 

Welfare Cap limits spending on social security (HM Treasury, 2025, pp. 7-8). The 

UK system is unique in that it adresses the entire public sector in its fiscal targets, 

including all entities directly or indirectly controlled by the government. This differs 

from EU countries, where market-based public sector corporations are excluded if 

they cover at least 50% of their costs through sales (Labarca, 2025, p. 311). 

The US federal debt ceiling sets an upper limit to national debt, remarkably not debt-

to-GDP or as a function of spending, but with a maximum value of total nominal debt 

that is currently at $41.1 trillion (Austin, 2021; Belz et al., 2025). While this ceiling is 

technically extremely strict as an absolute cap on debt, it has been raised over 100 

times since its inception, which creates periodic negotiations and political crises 

(Berman, 2023). It is supplemented by additional legislation such as the Pay-As-

You-Go Act, that requires spending or tax cuts to be offset through equivalent 

savings (Office of Management and Budget, 2010). Compared to Germany, usage 

of state and city bonds to fund local projects is more common. Unlike in other 

advanced economies, enforcement relies predominantly on political mechanisms 

rather than automatic adjustment (OECD, 2024, p. 95).  

Japan maintains an informal fiscal framework that relies on political targets without 

binding legal constraints. The central mechanism focuses on achieving primary 

balance surplus for central and local governments combined, representing the 

balance excluding interest payments . Japan lacks independent fiscal councils or 

automatic enforcement or adjustment mechanisms (IMF, 2024a; Kopits, 2016, pp. 

3–10). 
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Switzerland operates under one of the most restrictive fiscal regimes globally, a 
constitutional debt brake introduced in 2001. The Swiss system completely prohibits 

new structural debt, in contrast to Germany's 0.35% of GDP structural deficit 

allowance (Danninger, 2002, pp. 3-7). Cyclically adjusted deficits are only permitted 

during exceptional economic circumstances and deviations are followed by 

subsequent correction (Hausner & Simon, 2015, p. 99). Ordinary deviations from 

the balanced federal budget are recorded in a compensation account and must be 

offset within three years. Extraordinary expenditures due to emergencies require 

approval by both chambers of parliament and are recorded in an amortisation 

account that is settled within six years (Mosler & Schaltegger, 2024, pp. 214-215). 

Based on this comparative overview, it can be inferred that Germany exhibits 

exceptionally strict fiscal policy implementation relative to other national contexts, 

rivaled only by Switzerland. This is the case both in terms of legal commitment and 

actual fiscal behaviour. While the American debt limit is technically stricter on paper 

due to the lack of cyclical or dynamic components, political practice is more 

pragmatic. Constitutional rules like Germany's debt brake create higher political 

costs for violations but reduce flexibility, while statutory ones such as the UK fiscal 

rules preserve democratic choice but may be more easily circumvented. The effect 

this has had in practice can be seen in figure 5, which illustrates a comparatively 

very low debt-to-GDP ratio compared to other highly developed nations. The 

reasons for this particularly restrictive stance towards debt are further explored in 

chapter 2.6. 
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Figure 5: Debt-to-GDP ratios of selected countries in %, as of 2025. (IMF, 2025) 
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2.6 Germany and fiscal conservatism 

Germany occupies a distinctive position in contemporary fiscal policy discourse, 

which is characterized by an institutional and ideological commitment to fiscal 

conservatism that extends beyond conventional economic policy preferences 

(Howarth & Rommerskirchen, 2013, pp. 752-754). While such preferences are 

exhibited in many other countries (e.g. the so-called „Frugal Four“), the distinctly 

German approach to fiscal governance is rooted in idiosyncratic reasons and 

manifests in specific institutional arrangements, intellectual traditions and political 

culture. This chapter explores traces within linguistics, history and culture to 

qualitatively analyse why German society seems to be especially averse to debt. 

A survey conducted in 2020 shows that Germans are much more sceptical of taking 

on debt and are less comfortable with statements drawing positive associations to 

debt, as compared to respondents from other countries (Brzeski & Franke, 2020, 

pp. 2-5). The aversion many Germans feel towards government debt is perhaps 

best exemplified by the fact that “at the request of many committed citizens”, the 

federal government set up a “donation account”, where some citizens willingly 

deposit money to pay back government debt (Federal Ministry of Finance, 2018, p. 

3, translation by the author). 

Debt is fundamentally a social and moral relationship between people, not just an 

economic transaction. For most of human history, money has been understood 

primarily as a representation of debt, quantifying the amount of certain goods 

owed in the context of an “I owe you” (IOU) (Graeber, 2014, pp. 46–52; Sahr, 

2022, pp. 127–137). Similarly, modern money takes the form of currency and bank 

deposits, which can be interpreted as IOUs from the central bank and commercial 

banks, respectively (McLeay et al., 2014, p. 15).  

Due to this social aspect, there have existed contradictory moral attitudes towards 

debt in different societies and time periods (Graeber, 2014, pp. 1-10). In German, 

the word Schulden (debt) is semantically very closely related to Schuld (guilt). This 

implication of debt being morally questionable cannot be found in other languages 

(e.g. dettes and culpabilité in French or debt and guilt in English). Using data of 

more than 200.000 individuals from different linguistic backgrounds, Bogatzki et al. 

(2024, p. 4) find evidence that “even a single word can influence individual 
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behaviour in economically relevant decisions”. According to their findings, there is 

a link between synonymity of debt and guilt and individual likelihood of 

accumulating financial debt. While no direct inference may be drawn from 

individual-level preferences to politics, it is plausible that this at least influences the 

public perception of fiscal policy and according voting behaviours. 

One often cited reason in favor of fiscal rules is that increased public spending may 

lead to increased inflation, which in the German context gains much of its weight 

from the historical experience of the 1922/23 hyperinflation (Kozaczyńska, 2025, p. 

2). Barkhausen and Teupe (2025, p. 11) argue that contemporary German inflation 

trauma is a post-hoc political construction from the 1980s, rather than continuous 

cultural memory that persisted since 1923. In any case, this collective cultural 

memory is still relevant today, since the destruction of the Weimar Republic 

democracy remains a critical point of reference for German politics and 

remembrance culture (Heimberger, 2021). 

In the perception of the majority of the public, the hyperinflation is causally linked to 

the rise of the Nazi Party (Haffert et al., 2021, pp. 664-666). This is a misconception, 

the Hyperinflation occurred ten years before the National Socialists came to power. 

Contrary to this distorted perception, in 1931 and 1932 there was a period of 

deflation caused by restrictive fiscal policy (Galofré-Vilà et al., 2021, p. 85; Tooze, 

2014, p. 573-578). Fewer than one in 25 Germans are aware of this historical 

circumstance (Haffert et al., 2021, pp. 672-674). 

The distinctiveness of German intellectual tradition also shapes the discourse, in 

addition to unique historical experiences. The enduring influence of ordoliberalism, 

a distinctly German school of economic thought that rejects the use of expansionary 

fiscal and monetary policy to stabilize business cycles, is particularly relevant 

(Dullien & Guérot, 2012, p. 2). This has been noted by international observers, with 

Joseph Stiglitz suggesting that "German economics is different from economics 

everywhere else in the world" and that German economists "still believe in austerity" 

despite widespread skepticism in other countries (Phillips, 2016). According to some 

researchers, German academia still maintains a "fairly homogeneous paradigmatic 

stance" compared to the scientific landscape in other countries, with a „highly 
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asymmetric involvement of […] pluralist/heterodox perspectives relative to […] 

ordoliberal views in policy contexts" (Kapeller et al., 2022, p. 1183).  

The way in which the culture and intellectual tradition have influenced politics is 

reflected in the views held by past Ministers of Finance. The SGP was initially 

proposed by Theo Waigel (in office 1989-1998) and represented Germany's effort 

to institutionalize the constraint of member states' fiscal behavior at the European 

level (Thiel, 2002). In doing so, restrictive fiscal policy was codified into international 

agreements, with German politicians being the driving force. 

During his term, Wolfgang Schäuble (in office 2009-2017) established the so-called 

“black zero” as the symbol of conservative budget discipline, referencing accountant 

terminology (“to be in the black”). This self-imposed commitment to a zero-debt 

budget was reinforced by later government coalitions (Sachverständigenrat, 2019, 

p. 294). The proverbial “Swabian housewife”, who is virtuous and does not live 

beyond her means, was referenced by Schäuble and others to justify strict fiscal 

policy with the implication that individual households and the government budget 

are equivalent. 

This moral rationale is part of a broader tradition of discipline and stability within 

German society, that is supported across the political spectrum but most 

pronounced in conservative parties (Howarth & Rommerskirchen, 2013, pp. 1-4; 

Makronom, 2017). Former Prime Minister of Italy, Mario Monti, describes this 

consensus as it appeared to him during the Italian debt crisis: “For Germans, 

economics is still part of moral philosophy, so don’t even try to suggest that the way 

to help Europe grow is through public spending. In Germany, growth is the reward 

for virtuous economics” (Kramer, 2015).  

Finally, the unique nature of German discourse surrounding debt is exemplified by 

the stance adopted by Christian Lindner (in office 2021-2024), who ascribed a 

“higher wisdom” to the debt brake, implying that it is an end in itself (Lindner, 2023). 

3 Theory 

3.1 Political economy of infrastructure 

Many political economy considerations concerning fiscal rules were developed by 

James M. Buchanan, the pioneer of Public Choice Theory, in the 1960s (Feld, 2019, 
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p. 967). Buchanan, in reference to Thomas Hobbes, characterises the state as an 

insatiable “Leviathan”. His assumption is that government debt shifts a burden to 

future taxpayers, therefore policymakers have an incentive to incur excessive debt 

and develop a systematic bias for deficit spending. This issue of intergenerational 

equality is a common point of public contention today, especially when it comes to 

investments into climate transformation, to which certain infrastructure such as 

railways and energy efficient housing contribute. 

Governments repay their debt when a bond matures. However, governments 

typically service the bond by issuing a new bond to pay off the existing one (a so-

called roll-over), which does not reduce nominal debt (Blanchard, 2019, pp. 4-6). 

Since only a small portion of the debt needs to be refinanced each year, interest 

burden increases slowly even after a significant rise in interest rates. Deficits 

resulting from higher government investment led to significantly lower interest rates 

on government bonds than deficits resulting from higher current spending, because 

budget deficits are evaluated differently on government bond markets depending on 

their intended use (Peppel-Srebrny, 2021, p. 12). Additionally, when debt is used to 

fund the capital stock and educational requirements of tomorrow, on the basis of 

which the next generation can provide goods and services that citizens will receive 

when they retire, this has the opposite effect of enabling consumption in the future 

(Hickel, 2024, pp. 110-111). Furthermore, some research points to voters penalizing 

the incumbents for running large deficits before elections, meaning that this 

incentive to increase spending may not exist (Drazen & Eslava, 2010, p. 52). 

Another key concept of Buchanan is the common pool problem, that arises when 

different groups have access to the common budget and try to gain as many 

advantages for themselves as possible, while the costs are distributed across a 

larger population (Feld, 2019, pp. 977-979). While certain infrastructure projects 

disproportionately favour inhabitants of specific regions more so than others, on a 

large scale this issue does not appear to apply to public infrastructure, which by 

nature is available and beneficial to all members of society. 

Various factors may complicate political decision-making or bias it toward favouring 

undesirable investment levels. The temporal mismatch between electoral cycles and 

investment horizons affects all democratically elected governments, since they 
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might be voted out of office before the results materialize to benefit their reelection 

campaign. In federalized systems specifically, a dynamic of bargaining between 

different government levels or territorial units may arise (Rodden, 2002, pp. 10-11). 

This is especially problematic when responsibility for certain infrastructure is 

deferred to state and local governments, who are subject to strict fiscal rules.  

The absence of sufficient state of infrastructure may exemplify the prevention 

paradox, wherein underinvestment creates economic and social costs that outweigh 

the initial investment requirements. The idiom “There is no glory in prevention” 

captures this problem succinctly. Visible new construction projects are favoured over 

essential maintenance, because the political costs of visible infrastructure decay are 

outweighed by the prestige of “ribbon-cutting” on new projects (Glaeser & Poterba, 

2021). "[P]olicymakers have a perverse incentive: given their higher visibility, new 

public investment projects are politically more attractive than economically crucial, 

but politically less rewarding, spending on infrastructure maintenance" (Agénor & 

Moreno-Dodson, 2006, p. 37). 

Furthermore, fiscal rules influence the composition of the government budget by 

favoring consumption over investment spending. Governments may be incentivized 

to spend public money on issues that are visible to voters, in order to increase their 

likelihood of reelection. In this way, fiscal rules may lead to the expansion of 

entitlement programs as a share of government spending, while reducing the share 

of spending towards public goods such as infrastructure (Bouton et al., 2020, pp. 

28-29). Investments into public infrastructure are often less visible to voters, 

compared to social welfare transfers or subsidies (Potrafke, 2023, p. 13). 

3.2 Monetary sovereignty 

It may seem a trivial observation that not every country is able to successfully 

employ monetary and fiscal policy measures to the same extent. Within the 

process of assessment of eligibility for studies to be included in the SLR, this is 

accounted for by distinguishing between studies that examine countries similar to 

Germany from studies that focus solely on dissimilar countries (i.e. non-EU/OECD 

nations). The latter will be excluded, thus improving transferability and validity of 

findings. This chapter aims to elaborate the relevancy of this distinction. 
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Monetarily sovereign governments enjoy macroeconomic policy autonomy due to 

limited or no risk of technical default on their debt. They issue currencies, can levy 

taxes and impose means of settlement of obligations, operate flexible exchange 

rates, and have no foreign currency debt (Bonizzi et al., 2019, p. 51; Dimke & 

Höfgen, 2021, p. 590; Tcherneva, 2016, pp. 8-11). Governments are not sovereign 

or autonomous in this sense if they use foreign currencies, peg their currencies to 

metals or other currencies, have weak institutions that are unable to enforce tax 

settlement, or are indebted in foreign currencies due to import dependency (e.g. 

for food, energy or medicine). 

The fundamental distinction between currency issuers and currency users is of 

particular importance in this context. Currency issuers are characterized by their 

immunity to insolvency in their own currency. In principle, they are able to issue an 

unlimited number of new bonds in order to service ones that mature, as long as 

there are buyers. This works particularly well when the central bank, the state's 

principal bank executing payments for the government, acts as the buyer in its 

lender of last resort function, in which case there is no risk premium put on 

government bonds (Ehnts, 2023; 2024, p. 120). Furthermore, currency issuing 

governments “can ‘afford’ anything that is for sale in the domestic unit of account” 

and can settle any due bills denominated in their currency  (Kelton, 2011, p. 64).  

The common conception that governments only collect taxes and then in turn 

spend this money is exemplified in a notable Margaret Thatcher quote: “There is 

no such thing as public money, there is only taxpayers' money” (Margaret Thatcher 

Foundation, 1983). However, for countries with currency issuing governments, 

every unit of currency must be created by the state before taxpayers can use it to 

pay their taxes, insofar there is no taxpayer money, but rather state money that is 

used by taxpayers (Bell, 2000; Sahr, 2022, p. 253-255). 

In contrast, currency users must first generate income or take out loans before 

spending (Ehnts & Höfgen, 2022, pp. 109–110). This is not only the case for 

governments of nations that use a foreign currency, but also applies to 

households, private businesses municipalities. It is especially problematic for local 

governments, since their tax autonomy is limited, their barriers to selling bonds are 

usually prohibitively high and they have no access to interest-free loans, while the 
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burden of responsibilities delegated to them is nonetheless substantial (see 

chapter 2.4.2). 

Monetarily sovereign countries are thus not subject to the same budgetary 

restrictions as private households or businesses, because their debt operates 

fundamentally differently from private debt. They cannot be liquidated or 

foreclosed upon like private entities in case of insolvency, international 

enforcement mechanisms for debt contracts are weak, and they may create 

money when spending rather than borrowing existing funds as households or firms 

do (Wray, 2015, pp. 270–280). 

The high degree of monetary sovereignty enjoyed by countries such as the US 

and Germany is often described as an “exorbitant privilege” (Ehnts, 2023, p. 156). 

As for the US, this privilege is based on economic leverage due to the international 

dominance of the Dollar in payment processing and the willingness of other 

countries to put savings into bonds denominated in Dollar (Sachdeva & Saravelos, 

2025, p. 1). Governments of members in a monetary union such as the Eurozone 

issue bonds in a currency over which they only have indirect control, insofar they 

are not as fully sovereign to the same degree (Kelton, 2011, p. 64). Additionally, 

both the American and German institutional design limits the monetary sovereignty 

of the respective governments, as discussed in the subsequent chapter. However, 

like American treasury bonds, German government bonds similarly are the 

benchmark safe asset within the Eurozone, giving Germany a privileged position 

similar to that of the US within the global economy (Hüther & Südekum, 2020b, p. 

37). 

The issues limiting monetary sovereignty especially affect developing countries, 

e.g. Argentina, that relies on IMF loans denominated in US dollars, or Bosnia-

Herzegovina, that uses the Euro yet has no control over the currency due to not 

being in the EU (Ehnts, 2024). As few core currencies dominate the international 

monetary system for invoicing and funding, the monetary hierarchy renders them 

unable to realize full economic policy autonomy (Bonizzi et al., 2019, p. 52-54). 

This is exacerbated through foreign debt positions incurred due to the need of 

importing goods. 
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3.3 Mechanisms of German sovereign bonds 

This chapter aims to outline the process to funding of government spending with a 

technical description of how sovereign bonds are emitted and public debt is 

created, making use of publically available government documents 

(Finanzagentur, 2024; Wissenschaftlicher Dienst, 2020).  

While states are principally the sovereigns over their own currencies as described 

in the previous chapter, in practice this autonomy is commonly limited due to the 

design of political institutions and the specific way governments technically fund 

their spending differs from country to country (Ehnts, 2023, p. 110). Some 

countries (e.g. Canada) use a system of direct monetarization, where government 

spending creates a central bank liability (money) while simultaneously recording a 

liability of the government to which the central bank belongs (bond), allowing 

immediate access to money creation capacities (Sahr et al., 2020, pp. 289-290). 

Eurozone countries, on the other hand, have “relinquish[ed] a good deal of their 

monetary sovereignty” by involving commercial banks in an indirect process of 

state financing, which makes them structurally dependent on the willingness of 

private bidders to provide them with solvency (Ingham, 2004, p. 188; Sahr, 2022, 

p. 292; Sahr et al., 2020). In the following description, this is elaborated on the 

exemplary case of Germany. 

Revenues and expenditures of the German government are processed through an 

account at the Bundesbank, to which tax revenue flows (Sahr, 2022, p. 287; 

Zentrales Finanzwesen des Bundes, n.d.). This account may not be overdrawn for 

more than one day and balance must be restored with funds from the emission of 

new government bonds (Ehnts, 2023, p. 120). When the Federal Ministry of 

Finance (MoF) intends to emit a new government bond (thereby making new 

debt), it is sold on a primary market with restricted access. This primary market 

involves the Bund Issues Auction Group (Bietergruppe Bundesemissionen), an 

exclusive consortium of 33 commercial banks and credit institutions that have 

been approved to participate directly in federal bond auctions (Ehnts, 2023, pp. 

114–120; Finanzagentur, n.d.-b). These banks are able to buy bonds directly from 

the German state, and may sell them on to other institutions or retail investors on 

the secondary market. This is contrary to the belief that the government borrows 
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money directly from its citizens, who are not able to buy bonds directly since they 

do not have an account with the central bank (Sahr, 2022, pp. 286–287).  

The auction follows a multi-price system where successful bids receive allocation 

at individually quoted prices rather than single clearing rates (Finanzagentur, n.d.-

a). The German government systematically retains portions of each auction, 

averaging 17% in 2024, for secondary market operations and gradual release. 

By this indirect way via primary auction to the members of the Bund Issues Auction 

Group, the government is able to obtain new central bank credit. This transaction 

is conducted exclusively in central bank money: federal bonds are sold to the 

highest bidder in exchange for central bank money (balances at the Bundesbank), 

which leads to the federal government having a higher account balance at the 

central bank (Bundesbank, 2017b; Wissenschaftlicher Dienst, 2020, pp. 3–4). 

Similarly, the government may emit Federal Treasury notes (Bundesschatz-

anweisungen) to ensure short-term liquidity (Finanzagentur, n.d.-c).  

If banks dispose over reasonably secure collateral, they are provided with credit 

lines by the ECB at a set interest rate, through standing facilities (Bindseil et al., 

2017, pp. 14–20). This liquidity enables them to conduct bidding and purchasing of 

bonds. The ECB may additionally purchase bonds on the secondary market 

through asset purchase operations on the open market (European Central Bank, 

2025). Bond purchases on the secondary market indirectly affect conditions on 

primary markets by reducing refinancing costs for member states (Afflatet, 2019, p. 

562). Additionally, a budget deficit arising solely from higher public investment 

would actually decrease long-term government bond yields, since markets assume 

government investment to have a positive return (Peppel-Srebrny, 2021, p. 2). 

3.4 Effects of government spending on the private sector 

When the MoF spends more than it takes in, and obtains this money through the 

sale of government bonds, it puts new money into circulation: “As soon as the 

federal government uses the credit on its central bank account to spend on its 

tasks, such as road construction, social benefits, etc., these funds flow into 

commercial bank accounts. These transactions create new book money or deposit 

money, which increases the money supply“ (Wissenschaftlicher Dienst, 2020, p. 4, 

translation by the author). Thus, when the government incurs debt to spend 
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money, new net monetary assets are created in the private sector, which has not 

lent money to the government, but rather effectively received new money. 

It follows that if accounting identity is to hold, sectoral balances must be identical. 

Government debt recorded as liabilities in the public sector corresponds to assets 

held by the private economy and government deficits logically equal private sector 

surpluses (domestic plus foreign sectors combined) (Ehnts, 2023, pp. 161–164). 

This money created by new debt is then used by the private sector to meet their 

tax obligations, that create a general demand for the currency in which taxes are 

levied (Bell, 2000, p. 622; Sahr, 2022, p. 260).  

Herein also lies the inherent “natural” limit to government spending, fiscal rules 

notwithstanding. While currency issuing governments in principle have the 

capacity to afford anything that is for sale in the domestic currency, they can only 

buy as many goods and services as are available for sale (Kelton, 2011, p. 64). 

The number of companies, employees and resources available to implement 

planned government projects, is limited. Thus, the limiting factor of government 

spending is the availability of real resources, especially labour and construction 

materials (Ehnts, 2023, pp. 184–185). This insight is best captured in a quote from 

a speech delivered on the radio in 1942 by John Maynard Keynes: “Anything we 

can actually do, we can afford” (Mason, 2011). While an additional government 

demand past short-term capacity may crowd out private sector activities in 

competition for these scarce resources, e.g. through reallocation of labour from 

other sectors, especially once nearing full employment or full capacity (Ehnts, 

2023, pp. 108–109). 

Once the government bonds have been sold to the commercial bank, it can either 

keep the bonds itself in order to collect the interest, or resell them to private 

investors like pension funds or insurance companies (Sahr, 2022, p. 287). 

Government bonds are relatively safe assets, because the state can pledge future 

tax revenues as collateral. This is especially the case for Germany, where the Bid-

to-Cover-Ratio on the primary market is on average around two, meaning that the 

demand is twice as high as the amount of bonds sold (Bundesregierung, 2020, pp. 

2–3; Hüther & Südekum, 2020b; Sahr, 2022, p. 287). Thus, Germany could have 
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incurred double the amount of debt based on market demand, if not for fictitious 

limits imposed by fiscal rules. 

Alternatively, the bank may sell the bonds to the ECB, who currently holds 

approximately 28% of all German government bonds (Finanzagentur, n.d.-d). In 

this case, the bonds held by the Eurosystem generate interest income that flows 

back to national central banks and ultimately to member state ministries of finance, 

which renders the debt effectively interest-free (Afflatet, 2019, p. 564). However, 

due to the prohibition of monetary financing, the government cannot sell bonds 

directly to the central bank, which leads to unproductive interest payments to 

commercial banks and creates an artificial risk of insolvency (Sahr et al., 2020, p. 

353). Thus, several alternative systems of state financing have been proposed, 

that would not require the state to indirectly acquire its own money with the help of 

private banks, e.g. allowing the MoF to overdraw their account at the Bundesbank 

indefinitely, which would eliminate bond sales entirely and end riskless interest 

income of commercial banks that hold these bonds (Sahr, 2022, pp. 289–290). 

3.5 Infrastructure and Economic Growth 

The influential paper “Growth in a Time of Debt” has played a significant role in policy 

debates and was commonly used as a scientific justification for austerity and strict 

fiscal rules. The authors find that when the debt-to-GDP ratio reaches 60%, a 

country's annual growth rate may decline by up to two percent (Reinhart & Rogoff, 

2010, p. 1). However, their conclusions were later found to be based on spreadsheet 

errors, flawed data analysis and misrepresentation of results, leading critics to 

contend that these policies were sold on "false pretenses" (Herndon et al., 2014, pp. 

277-278; Krugman, 2013). The question of whether government debt promotes or 

inhibits growth is thus still not answered conclusively, as increased debt is not 

consistently associated with lower economic growth rates (Heimberger, 2023, pp. 

31-32). This chapter explores the effects of public investment and infrastructure on 

productivity and economic growth with an approach based in endogenous growth 

theory. The importance of this underlined by demographic change, that creates a 

need for productivity gains to offset the economic effects of an aging population. 

Public investments are part of the government expenditure. Thus, they contribute 

directly to the economy when the spending becomes effective, i.e. when money 
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enters circulation as described in chapter 3.4. When determining GDP through the 

expenditure approach, this government spending is commonly denominated as G 

in the sum that makes up the GDP. 

Y = C + I + G + NX 

Y GDP 

C Consumption 

I Investment (by households, businesses or other non-government entities) 

G Government spending 

NX Net exports (exports minus imports) 

However, this total government spending includes consumptive expenditure, such 

as on salaries of civil servants. Additionally, in the medium to long term, different 

investments lead to different growth effects. The fiscal multiplier describes this 

phenomenon. It corresponds to the ratio of the change in total economic output 

(GDP growth in %) to the change in government spending, which can be related to 

the structural deficit (Batini et al., 2014, pp. 2-3). A unity multiplier implies that an 

additional unit of government spending generates additional GDP of one unit. A 

multiplier larger than one indicates that a change in government spending leads to 

a disproportionately large change in aggregate output.  

Table 1: Estimated fiscal multipliers for different types of expenditure 

Type of expenditure Fiscal multiplier 

(mid-long term) 

Source 

Public infrastructure (general) 1.61 - 2.00 Clemens et al. (2025) 

Reeves et al. (2013) 

Transport infrastructure 1.30 - 3.93 Deleidi et al. (2020) 

Ganelli & Tervala (2016) 

Education 2.40 - 4.10 De Ridder et al. (2020) 

Social protection 

(incl. housing and healthcare) 

1.52 - 1.84 Cardoso et al. (2025) 

Renewable Energy 1.10 - 1.70 Batini et al. (2022) 

Armament 0.00 - 0.85 Krebs & Kaczmarczyk (2025) 

Sheremirov & Spirovska (2022) 
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The table above shows fiscal multipliers for a selection of different types of 

government spending. The large range of these values stems from structural 

differences, as the fiscal multiplier is influenced by various factors, such as the size 

of the initial public capital stock, trade openness and exchange rate regime (Ilzetzki 

et al., 2013, p. 3). The multipliers illustrate how public infrastructure investments 

spur on economic growth by contributing to the functioning of the private sector. 

Public investment may over time decrease private investment cost and expand 

production capacity. Recipients of increased government spending experience 

higher incomes, which they partially consume, inducing demand effects throughout 

the production network that lead to changes in private sector behavior (Clemens et 

al., 2025, pp. 4–5).  

Unlike consumption-based fiscal stimulus, infrastructure multipliers tend to increase 

over time. This is explained by the fact that infrastructure investment not only 

stimulates short-term aggregate demand, but also leads to a mid- to long-term 

expansion of productive capacity. Endogenous growth theory accounts for this by 

incorporating supply-side effects. 

The cumulative effect that manifests for infrastructure investments on the mid- to 

long-term may be explained by a multiplicative relation between public capital that 

enters the production process directly, private capital, and labor productivity, which 

itself indirectly depends on infrastructure. Rather than crowding out private sector 

activity and its perceived greater efficiency on the market, investments into physical 

infrastructure appear to enhance the productivity of private capital (Reeves et al., 

2013, p. 1).  

"Public capital affects growth not only through productivity, but also through 

innovation capacity and human capital accumulation." (Agénor & Neanidis, 2015, p. 

1). For economies with clearly identified infrastructure needs, such as Germany, 

increasing public infrastructure investment provides an effective impulse to 

aggregate demand and increases long-term productive capacity through 

augmentation of the public infrastructure stock (Abiad et al., 2016, p. 22).  

The endogenous growth model proposed by Agénor and Moreno-Dodson (2006, p. 

27) stresses this complementary relation of infrastructure and human capital. 
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Infrastructure increases the return of human capital investments and may lead to 

positive spillover effects. They propose a modified production function that takes this 

into account, by including public capital, labor productivity and private capital as 

separate factors of production.  

Y = KIα Aβ KP1-α-β 

Denotions and assumptions 

• Y Output (GDP) 

• KI public capital 

• A labor productivity 

• KP private capital 

• α, β ∈ (0,1) 

• constant returns to scale in all factors 

The output Y refers to the aggregate production and is operationalised as GDP 

(depending on context, in real or nominal terms). The rate of change dY/dt can thus 

be interpreted as the annual growth of GDP and gY as the annual growth rate. 

The public capital stock KI comprises public infrastructure that enters the production 

process directly. Agénor & Moreno-Dodson (2006) broadly define Infrastructure to 

"include transport, water supply and sanitation, information and communication 

technology, and energy" (p. 3). They point out that "[m]any existing studies tend to 

focus on flow variables, by considering either investment ratios [...] or capital 

expenditure. [...] [A] proper assessment of the supply-side effects of public 

infrastructure should be based on stocks, not spending flows" (p. 34). The size of 

the public capital stock can be measured empirically by using the perpetual 

inventory method. In this approach, the capital stock is calculated recursively from 

investment flows, while taking depreciation into account (Gupta et al., 2014, p. 166). 

Another way of approaching public capital formation is by relating it to the efficiency 

of government investment spending (Agénor & Moreno-Dodson, 2006, p. 27-28). 

dKI /dt = φGI 



42 
 

In the equation above, the efficiency parameter φ is the share of government 

investment GI that creates actual capital stock. Wasteful public investment (e.g. 

caused by corruption or inefficient project selection) implies a low value of this 

parameter, which means that higher spending levels are needed to achieve the 

same growth effects. For developed nations, the efficiency gap is estimated to 

approximately 13% (φ ≈ 0.87), while for developing nations the efficiency stands at 

50-60% (φ ≈ 0.40-0.50) (IMF, 2015, p. 15). 

The private capital stock KP represents productive assets (e.g. machinery and 

equipment) held in the private sector. Better public infrastructure may raise the 

marginal productivity of private capital, thereby increasing the return on private 

investment. While in this theory, public and private capital are complements rather 

than substitutes in production, empirical research gives evidence for both crowding-

in and crowding-out effects. 

The factor of labor productivity A refers to the efficiency of workers, the output 

quantity produced per unit of labor input. Agénor and Moreno-Dodson conceptualize 

growth endogenously, which means that labor productivity does not function as an 

exogenously determined parameter that relates to the state of technology, but rather 

as an endogenous variable influenced by the infrastructure stock of the given 

economy. Agénor and Moreno-Dodson emphasise that in the context of their model, 

productivity essentially depends on the availability of healthcare services. However 

more generally, this can be related directly to infrastructure, as the authors point out. 

Better health increases labour productivity, which can be assumed to be the case 

for better availability of other services as well, i.e. any infrastructure. They identify 

several transmission channels by which public infrastructure may indirectly enhance 

labor productivity:  

[W]ith better access to roads and other means of public transportation 

(such as railways), workers can get to their job more easily, therefore 

spending less time commuting from home or moving across different 

Figure 6: Effect of public investment on growth. (IMF, 2015, p. 7) 
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work locations. This would tend to reduce traffic-related stress, which can 

be detrimental to concentration on the job. With greater access to 

electricity and telecommunications, workers can perform a number of 

tasks more rapidly (such as checking price quotations), as well as 

additional tasks away from the office (such as checking work-related e-

mails from home). In turn, higher productivity would tend to enhance 

growth. (Agénor & Moreno-Dodson, 2006, p. 12) 

While they do not include education, housing or healthcare in their definition of 

infrastructure, the authors nevertheless attribute to those categories of public capital 

an impact on productivity of both private capital and labor: “the positive effect of 

public capital on the marginal productivity of private inputs may hold not only for 

infrastructure but also for other components of public capital - such as in education 

and health” (Agénor & Moreno-Dodson, 2006, p. 7). 

The exponents α, β and (1-α-β) represent elasticities and measure the influence of 

a change in the respective input on output. Logarithmizing the production function 

and differentiating with respect to time yields  

gY = α gKI + β gA + (1−α−β) gKP 

The growth rate of GDP thus corresponds to a weighted sum of the growth rates of 

the inputs, where the elasticities serve as weights that indicate how much a change 

in the respective input influences the change of the overall growth rate. Government 

spending contributes to growth directly through increased private capital. However, 

it also leads to spillover effects via labor productivity and productivity of private 

capital. Thus, the fiscal multiplier of infrastructure investments in practice can be 

assumed to be more pronounced than just the elasticity of public capital input. 

This theory is appropriate for addressing the research question, since it links public 

capital stock and infrastructure to economic growth. It gives context to the effects 

that may arise, if fiscal rules indeed do inhibit investments into infrastructure. 

Thereby, it provides the basis for an informed discussion of the results of the SLR 

and guides intuition for their interpretation. 

The strength of this theory lies in its ability to explain why different kinds of 

government spending result in different growth effects, as indicated by varying fiscal 
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multipliers. The theory thereby accounts for mutually reinforcing complementarities 

that take shape through the transmission channels that the authors elaborate.  

However, this theory is also subject to certain limitations. The authors “do not 

address issues associated with the political economy of infrastructure investment 

decisions” (Agénor & Moreno-Dodson, 2006, p. 5). They recognise that their model 

focuses primarily on capital stocks, while neglecting quality: “Improving the quality 

of public capital in infrastructure, even without increasing its actual stock, can reduce 

adjustment costs and exert a positive growth effect. In practice, however, measuring 

the quality (or efficiency) of the public capital stock […] is quite difficult” (p. 45). This 

is addressed in the later paper by Agénor and Neanidis (2015). The model treats 

infrastructure as a homogeneous good. Thus, it also does not account for the 

interactions between different types of infrastructure. Productivity does not grow 

autonomously through technological progress (as may be the case in exogeneous 

growth models), but rather only through the input of infrastructure. This may ignore 

embodied technological change, in which modern capital is often much more 

productive than old capital and replacement investments may be more productivity-

enhancing than expansion of the initial capital stock. 

4 Methodology – The Systematic Literature Review 

This thesis employs a systematic literature review (SLR) to comprehensively 

examine the relationship between fiscal policy rules and public infrastructure 

investments. The approach follows instructions on the implementation of SLRs, 

drawing on an initial overview provided by Shaffril et al. (2020). Unlike traditional 

narrative reviews, SLRs offer the additional benefit of methodological rigour due to 

a predetermined search strategy and standardised criteria for inclusion and 

exclusion of papers. This is a structured method of identifying relevant literature, 

which prevents cherry-picking of publications and makes the process of finding and 

choosing papers transparent and replicable. 

Papers on fiscal policy often make use of heterogeneous methods with different 

theoretical frameworks and conduct their research on diverse contexts that require 

synthesis instead of selective review. Fiscal policy evaluation is a particularly 

politicized domain, in which the conflicting evidence requires careful scrutiny. The 

selection of SLR as the method for this research responds to these considerations. 
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Any SLR should take guidance from an established review protocol, most of which 

are tailored for health-related studies (Shaffril et al., 2020, p. 2). Specifically, this 

thesis will be guided by the RAMESES (Realist And Meta-narrative Evidence 

Syntheses - Evolving Standards) publication standards for realist syntheses as 

proposed by Wong et al. (2013). Realist synthesis considers how different 

mechanisms may interact in certain contexts to lead to specific outcomes (Pawson 

et al., 2005, pp. 1–2). Thus, it is appropriate for reviewing complex interventions 

whose outcomes are context-dependent, rather than just determining their overall 

effect.  

A realist synthesis aims to explain “what works for whom, under which 

circumstances, how and why” (Wong et al., 2013, p. 2). For the purpose of this 

thesis, such a synthesis may provide insight on how and why fiscal rules work 

differently under certain conditions. This is ideal for the research question, as 

empirical evidence shows that the impact of fiscal rules depends heavily on the 

context of institutional design and legislative implementation, e.g. flexibility in fiscal 

rules may protect public investment even during episodes of consolidation (Ardanaz 

et al., 2021, p. 13). Realist synthesis enables understanding of the underlying causal 

mechanisms and could explain why fiscal rules may lead to underinvestment in 

some contexts and not in others. 

The foundation for the SLR process is the review protocol, which defines the search 

strategy, the inclusion criteria, the procedure of quality assessment and the 

synthesis approach. 

The systematic search encompasses three sub-processes: identification, screening 

and eligibility assessment. Keyword identification begins with core terms derived 

from the research questions. The research questions should balance sensitivity and 

specificity to not exclude relevant studies, while remaining precise. Following PECO, 

key populations (countries), exposures (fiscal rules), comparisons (different rule 

types or periods) and outcomes (public infrastructure investment) are defined. 

This process entails selecting relevant keywords and search engines for the initial 

search. Keywords include among others debt brake, Schuldenbremse, public 

investment, infrastructure. Varying terminological conventions between countries 
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and institutional contexts may make an iterative refinement through identification of 

synonyms and related terminology necessary, based on pilot retrieval results. 

Given the interdisciplinary nature of fiscal policy research, some relevant studies of 

other academic fields may be published in distinct journals, leading to database 

coverage limitations. To mitigate this concern, manual searching procedures                 

(e.g. backward citation searching) may be employed and additional grey literature 

sources (working papers, policy reports, institutional publications) may be included. 

Multiple databases will be searched to maximise coverage. The economics 

database EconLit is supplemented by general academic databases JSTOR and 

Scopus. 

The located papers are then classified with criteria for inclusion and exclusion. 

Publications that employ quantitative analysis of empirical data are prioritized, 

however papers using other methods may also be included. While this ensures 

methodological pluralism, it makes maintaining consistency in quality assessment 

procedures challenging, since the studies employ designs with distinct quality 

considerations. The papers are assessed in terms of their research design 

appropriateness and potential sources of biases. Documents are selected and 

appraised based on relevance and rigor (Wong et al., 2013, p. 9). To this end, quality 

is appraised in terms of risk of bias and quality of scientific method used. This 

appraisal is used to weigh effects of studies, when calculating average effects to 

synthesize results. 

Data extraction focuses on information relevant to answering the research 

questions, including study characteristics, methodological approaches, key findings 

and contextual factors. Studies may employ heterogeneous methodologies, 

examine fiscal rules with varying characteristics, focus on different time periods or 

regions and use different indicators to measure investment outcomes. Thus, flexible 

qualitative synthesis techniques, such as thematic analysis or narrative synthesis, 

will likely prove most suitable for identifying patterns and accommodating 

methodological and contextual diversity. 

Finally, the findings are presented in accordance with established reporting 

standards. Detailed documentation of search strategies, inclusion decisions, quality 

assessments, and synthesis to enable replication and critical evaluation is provided. 
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The SLR process requires careful documentation of all procedures, decisions, and 

of any modifications to the original protocol, if applicable. Any deviations from the 

predetermined method are documented with reasoning. 

The method cannot fully eliminate bias or address all limitations inherent in the 

primary literature. These constraints are considered in the interpretation of results, 

to ensure that conclusions drawn appropriately reflect the strength of the available 

evidence. Methodological limitations and their potential implications for findings will 

be acknowledged in a dedicated chapter 6.2. 

4.1 Information sources and search strategy 

No single database may provide comprehensive results, therefore several 

databases are used during the identification procedure (Shaffril et al., 2020, p. 13). 

Three databases relevant for original research on the effect of introduction of fiscal 

rules were searched: EconLit (through EBSCOHost), JSTOR and Scopus. The 

databases were selected in order to capture studies published in journals covering 

the disciplines of economics, business, finance and social sciences.  

In an initial piloting run, Google Scholar returned too many irrelevant records and 

seemingly no relevant ones that did not show up in EconLit or Scopus. Additionally, 

Google Scholar suffers from limitations stemming from lack of quality control, low 

tolerance on complex search strings and absence of advanced search features 

(Shaffril et al., 2020, p. 17). Thus, it was not used as a primary database. 

To decrease publication bias, preprints and non-peer-reviewed studies were 

included, if applicable. Searches were run for papers published between January 

1st  2020 and October 1st  2025, when the last search was conducted. Additional 

studies were hand-searched from reference lists of studies that were found in the 

initial search. No direct author searches were conducted. 

The search was conducted iteratively, meaning that a trial was conducted to assess 

whether changes to the initial search string were necessary. After consideration of 

possible synonyms, the search terms detailed below were chosen for the final 

search. Lines 1 and 2 were combined using the Boolean operator ‘AND’. The 

complete query string was searched in titles and abstracts. It was slightly adapted 

for each database, with all the keywords and Boolean operators remaining the 

same. 
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1. „fiscal rules“ OR „Fiskalregeln“ OR „debt brake“ OR „Schuldenbremse“ OR 

„debt limit“ OR „debt ceiling“ 

2. „infrastructure“ OR „investment“ 

Where possible, languages were limited to German and English. The search on 

JSTOR was limited to the subjects including business, economics and political 

science. On Scopus, the subjects included were economics, econometrics and 

social sciences. 

All studies that were reviewed in full text were retrieved either through EBSCOHost 

and DeGruyterBrill with institutional access through SLUB Dresden, or by retrieving 

openly accessible documents on Google Scholar and Econstor. 

4.2 Selection criteria 

Documents were selected mainly based on the criteria of relevance in terms of 

results and contribution to theory building and testing (Wong et al., 2013, p. 9). For 

a summary of selection criteria see table A1 in the appendix. No automation tools 

were used in the inclusion and exclusion process. 

Papers were included if they evaluate outcomes of a fiscal rule intervention 

delivered on a national, subnational or supranational level. Interventions must have 

been in the form of budget balance rules (BBR), debt rules (DR), expenditure rules 

(ER) or revenue rules (RR), with the primary or secondary aim to reduce debt, 

prevent increased deficits or increase “fiscal sustainability”. To be included in the 

review, the study must have reported as primary or secondary outcome at least one 

of total public investment, investment in education, housing or transport 

infrastructure. Separately, adverse effects reported as secondary outcomes (e.g. 

decreased economic growth rates) are considered as well, if applicable.  

The category of the comparator is an issue for studies of fiscal rules. More than 120 

countries have at least one fiscal rule, which makes finding comparators difficult. 

Additionally, economies are structurally very different, which is problematic even 

when constructing a synthetic control (see chapter 4.6). Studies may compare 

investments to other timeframes (pre-post comparison), however this brings 

confounding problems of its own, e.g. different interest rates or changed institutional 

arrangements, for which researches must account. 
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The literature selection primarily comprises quantitative empirical studies using 

econometric methods that examine fiscal rule exposures in developed economies 

or global samples and analyze their effects on public investment. Causal inference 

through the use of appropriate identification strategies is a central inclusion criterion, 

thus studies that do not control for confounding or papers that simply reproduce 

results (e.g. literature syntheses) are excluded. However, studies may still be 

included if they add to theory. The dependent variable is investment. In order to 

measure this, it is most commonly operationalized as gross fixed capital formation 

(GFCF), either as a percentage of total government primary expenditure or of GDP, 

or in absolute investment levels. 

4.3 Study selection and screening for eligibility 

Figure A1 (see appendix) illustrates the SLR process with selection and screening 

phases in a Flow diagram. The initial search of three databases identified 172 

records. Combining manual and database searches may yield a better systematic 

review, by diversifying the sources and searching techniques to maximise the list of 

literature (Shaffril et al., 2020, pp. 17–18). An additional 13 records were identified 

from reference lists of papers found in the initial search, by means of manual 

reference searching (backward tracking). Specifically, this applies to the following 

records.  

Feld et al. (2024a) and Mühlenweg et al. (2024) were added, since they are the 

initial paper and its critique, to which Feld et al. (2024b) reply. Jürgens (2022) was 

included in the overview of empirical findings published by Brändle & Larch (2025). 

The literature survey conducted by Potrafke (2023) yielded a further five records, 

namely Alpino et al. (2022), Blesse et al. (2023), Coviello et al. (2022), Mühlenweg 

& Gerling (2023) and Pavese & Rubolino (2021). Blesse et al. (2023) in turn 

reference De Biase & Dougherty (2022) and Bordignon et al. (2020). Chmura (2023) 

references Tkacevs (2020) and Basdevant et al. (2020). 

In accordance with Page et al. (2021), these records are presented as a separate 

item in the identification phase of the PRISMA flow diagram that will be used as a 

template to present RAMESES item 12. 

After removing 26 duplicates, the remaining 159 publications underwent manual 

screening of title and abstract. The resulting 50 records were assessed in terms of 
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eligibility by full-text screening. Lastly, 26 records were eligible for inclusion, thus 

making up the final selection of studies for the review (see table A3 in appendix). 

To manage the bibliographical data of records identified during the selection and 

screening process, the reference management software Zotero is used. This allows 

different libraries for results in different databases and sub-libraries for disqualified 

papers. 

4.4 Data extraction 
Data was manually extracted from the reports. The following study characteristics 

were extracted, based on PECO items: country or region with sample size (number 

of countries examined), years examined, data type and source, type of fiscal rule, 

outcome type, outcome measure, methodology, findings. Data of the papers chosen 

is collected in an excel spreadsheet throughout the review. 

Focus was put on main outcome measures in terms of changes in public investment 

(change of absolute investment levels in or change in percentage points of GDP per 

year) and in terms of composition of government expenditure (share of investment 

as opposed to consumption spending). For studies that report different results (e.g. 

for different development levels of countries), data specifically of the most relevant 

category was chosen (e.g. results for developed countries). Furthermore, theoretical 

insights and explanations offered by the authors were collected. Data reported for 

outcomes such as debt levels, debt-to-GDP ratio, budget balance or cyclicality were 

excluded, due to being mostly irrelevant to the research question. 

4.5 Risk of bias assessment 

Documents are appraised for rigor as in credibility and trustworthiness of the method 

employed (Wong et al., 2013, p. 9). While the RAMESES framework for SLRs does 

not specifically call for risk of bias assessment, it is nevertheless helpful for judging 

the credibility of evidence presented by the studies included in the review. The 

ROBINS-E tool by Higgins et al. (2024) is used to assess the risk of bias and quality 

in seven domains: bias due to confounding, bias arising from measurement of the 

exposure, bias in selection, bias due to post-exposure interventions, bias due to 

missing data, bias arising from measurement of the outcome and bias in selection 

of the reported result. Direct application of these categories requires adaptation, as 

the original design was for observational studies in epidemiology. 
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“Realist syntheses do not exclude sources solely on the basis of their study design” 

(Wong et al., 2013, p. 8). Thus, studies receiving low risk of bias assessment or 

lower MSM scores are not excluded outright. Instead, quality appraisal results are 

reported transparently, to allow judgement of reliability of findings while maintaining 

comprehensiveness of all available relevant evidence. Furthermore, this is used to 

compare results with and without weighing of studies by quality, aiding robustness 

of findings.  

ROBINS-E assesses the risk of bias in non-randomized studies that evaluate the 

effects of exposures. This is the case for all of the studies, since the exposure to 

fiscal rules cannot practically be randomized and countries “self-select” into 

adoption of fiscal rules. As opposed to ROBINS-I for interventions, ROBINS-E was 

designed specifically for studies that investigate exposure effects. Fiscal rules are 

deliberately introduced by means of legislation and are meant to change a specific 

outcome (i.e. deficit levels or debt-to-GDP ratio). In this sense, they could be 

considered policy interventions. However, they may also be conceptualised as long-

term institutional exposures, to which the unit under investigation (public 

investments) is exposed to. Thus, ROBINS-E is appropriate with exposure to fiscal 

rules as the variable whose causal effect is investigated. 

Studies may receive possible ratings ranging from “Low risk of bias” to “Very high 

risk of bias”. Uncontrolled confounding cannot be completely ruled out in non-

randomized studies, so the best available rating for the first domain is technically 

labelled “Low risk of bias (except for concerns about uncontrolled confounding)“. 

Possible confounding factors may include GDP growth and business cycle, interest 

rates, government ideology, initial capital stock, external crises (e.g. economic 

recession) and adherence to fiscal rules. Specifically for studies focusing on 

subnational effects, additional confounders may be the degree of fiscal federalism, 

method of bookkeeping (single entry or double entry) and population levels.  

Each study then receives an overall judgements for risk of bias, based on the seven 

domains of bias. The overall scoring generally corresponds to the domain with the 

greatest risk of bias. Prediction of the direction of bias is informed by the judgements 

of the individual domains, yet this remains difficult. Lastly, it is determined whether 

the identified risks present a threat to conclusions.  
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Two studies were excluded from risk of bias assessment. Beckmann & Czudaj 

(2020) employ a Vector Autoregression (VAR), which poses different relevant 

threats to validity from those that ROBINS-E addresses, thus the study is not 

assessed. Pérez & Benages (2023) offer a purely descriptive policy discussion in 

analytical form, rather than an empirical study of causal effects, therefore their paper 

is also not considered in the assessment. 

The review does not use the ROBINS-E assessment of appropriateness. Figure A2 

(see appendix) shows a visualization of the results of the risk of bias assessment in 

table form, which was created using the Robvis online tool provided by McGuinness 

& Higgins (2020). 

Out of the 23 papers assessed for risk of bias, only Alpino et al. (2022) and Mancini 

& Tommasino (2023) received overall low risk of bias ratings. A further 18 studies 

were assessed with moderate risk of bias due to some concerns. 

Three studies received high risk of overall bias scores. De Biase & Dougherty (2022) 

acknowledge the inability to control for time-variant unobserved heterogeneity and 

the concern of reverse causality (p. 32). Controls are included but may potentially 

be insufficient, leading the authors to state explicitly that their results should be 

considered "correlative" (p. 44). According to Higgins et al. (2024, p. 3), the 

suggested overall rating based on the highest domain rating may be overridden. For 

Feld et al. (2024a) and Mühlenweg et al. (2024), this was done due to the reasons 

discussed below. 

4.6 Risk of political bias 

Two papers included in the SLR directly relate to one another. Mühlenweg et al. 

(2024) is a reply to and critique of Feld et al. (2024a). The two papers in question 

mirror a broader debate both inside and outside of academia. Using similar 

methods, the respective authors arrive at completely contradictory results. This 

chapter provides a brief overview of this back-and-forth and uses these two 

exemplary papers to shed light on the role that political affiliation may play in 

research and how it can be both methodologically rigorous and politically 

instrumental. This dimension of bias is implicitly covered by Domain 7 (bias in 

selection of the reported result) of the ROBINS-E framework. Thereby, this chapter 

expands on the risk of bias assessment and discusses politics as a source of bias 
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that is much more relevant for economics, as opposed to medicine, where ROBINS-

E originates.  

The first author, Lars Feld, was a key advisor to Minister of Finance Christian 

Lindner, who is staunchly in favour of the debt brake himself. The study's release 

coincided with increased public interest in the debate regarding debt brake reform. 

The study was commissioned by the Friedrich Naumann Foundation and its findings 

align with FDP policy positions, which draws the independence of the research into 

question. The authors acknowledge the source of funding, yet do not discuss 

potential bias or conflict of interest relating to it. Leonard Mühlenweg, on the other 

hand, is a member of Dezernat Zukunft, a fiscally progressive thinktank that 

generally opposes fiscal rules. Institutional embeddedness does not automatically 

invalidate research findings, but warrants heightened scrutiny and attention. Conflict 

of interest may lead to selective reporting of results that support vested interests or 

preconceptions of the researchers themselves, e.g. providing scientific backing for 

maintaining the status quo. 

Feld et al. (2024a) suggest that Germany's investment patterns would have evolved 

similarly regardless of the introduction of the debt brake. They find no significant 

effect on general federal government investment, which they claim as a robust null 

result. Mühlenweg et al. (2024), on the other hand, find significant reductions in 

general government investment ratios (federal, state and municipal combined). 

Mühlenweg et al. (2024) criticize the method employed by Feld et al. in several 

respects, some of which Feld et al. (2024b) respond to in a later reply. Feld et al. 

use the conventional synthetic control method (SCM), which constructs a 

counterfactual scenario through weighted combinations of OECD countries. This is 

supposed to approximate Germany's trajectory absent the debt brake. While it is 

methodologically established, this approach may encounter issues when pre-

treatment fit proves suboptimal. 

Mühlenweg et al. contend that the control group may be contaminated, since 17 out 

of 28 control countries changed fiscal rules between the years 2010 and 2014 and 

only 6 countries had no changes in the time between 2010 and 2021. The claim of 

“no effect” made by Feld et al. relies on the assumption that other countries' fiscal 

rules had no or positive effects on the respective countries' investment ratios. 
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Mühlenweg et al. equate this to a medical trial in which the control group receives 

the same medication as the treatment group. They assert that this violates the 

fundamental SCM assumption wherein units that are subject to similar events 

should be excluded from the donor pool of which the synthetic Germany is 

constructed. Additionally, the authors claim that the introduction of the debt brake 

may have caused spillover effects on other nations that would make a correct fit of 

the control group over time implausible. 

Moreover, Mühlenweg et al. cite additional confounding factors leading to a 

structural break between the trajectories of Germany and the control countries not 

considered by the initial Feld et al. study. Namely, these may include different effects 

of the euro crisis, a disproportionate boost of German exports due to increased 

Chinese demand, ECB interest rate reductions and a “flight to safety” of investors 

into German bonds. They argue that any of these factors present a treatment 

administered at the same time as the debt brake. Furthermore, Mühlenweg et al. 

argue that the debt brake may have had no discernible effect, since under the 

“dogma of the black zero”, the federal government would have exceeded its self-

imposed rules anyways. 

Mühlenweg et al. respond to the issues they identified, by employing an augmented 

synthetic control method (ASCM). ASCM aims to correct for biases in scenarios 

where regular SCMs are unable to achieve a good pre-treatment fit. Using the 

ASCM with the same predictors as Feld et al., they provide alternative results. 

According to their findings, the introduction of the debt brake led to a clear difference 

in the annual total government investment ratio between the actual and synthetic 

Germany of up to 0.6%. Assuming an average annual investment ratio of 2.2%, this 

implies a reduction by up to one fourth. Mühlenweg et al. estimate that this translates 

into a total investment reduction of around €100 billion between the years 2012 and 

2018. However, they do not find significant effects specifically for the federal level. 

The authors do not offer explanation for this themselves. It could imply that the 

negative effect unfolds at the state and municipality level, suggesting that fiscal 

pressure may be transmitted downward.  

Feld et al. (2024b) offer a rebuttal to the criticism put forward by Mühlenweg et al. 

They acknowledge that the pre-treatment fit can be improved with ASCM. However, 
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they object that most fiscal rules are weak and compliance rates are low anyways, 

which leads them to reject the claim that fiscal rules in the control group invalidate 

the findings of their initial study. They note that an omission of Switzerland, a country 

with a very strong fiscal regime, barely changes the results. They also disregard the 

concern of spillover effects and argue that they would likely strengthen their main 

findings, if they exist. Furthermore, Feld et al. point out that countries suffering debt 

crises were already excluded to begin with and that testing shows structural breaks 

occurred both in Germany and control countries at the same time. Additionally, they 

maintain that focusing on federal investment levels as the main outcome is more 

appropriate, as opposed to the total government investment ratio (federal, state and 

municipal) preferred by Mühlenweg et al. Due to the methodological contentions 

discussed above, most of which Mühlenweg et al. admit also apply to their own 

research, the overall bias of both papers is manually upgraded to “high”. 

4.7 Maryland Scientific Scale 

To appraise the quality of the studies included in the review, the Maryland Scientific 

Methods Scale (SMS) is used as a tool to evaluate the robustness of research 

designs. This is a complementary step within the realistic synthesis, in order to make 

the internal validity of the individual included studies transparent.  

The SMS scores range from 1 (least robust) to 5 (most robust), with some studies 

being non-scoreable if they use theoretical models or qualitative methods. Level 3 

and higher allow for significantly more reliable statements about policy effects than 

lower levels (Farrington et al., 2003). 

While the SMS was originally conceived for research in crime prevention, it has 

since been adapted to fit other domains of science. The scoring handbook that 

guides the assessment of robustness is provided by the What Works Centre for 

Local Economic Growth (2016). Their modified SMS applies stricter criteria to 

differentiate between levels and additionally considers quality of implementation. 

Table A2 shows the results of the scoring process. Six studies use quasi-

experimental methods, leading to SMS score 4. A total of 18 papers included in the 

SLR achieve SMS Score 3. Only two studies have lower SMS scores of 1/2. 
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4.8 Study characteristics 

The information on the characteristics of the 26 studies included in the review is 

presented in table A3 (see appendix), taking inspiration from the tabular 

presentation of Blesse et al. (2023, pp. 9-10). Three studies are greyed out, due to 

not providing specific estimates for the primary outcome. Note that Shobande & 

Ogbeifun (2025) and Beckmann & Czudaj (2020) do not study exposures. Thus, the 

numbers below relate to a total of 24 exposure studies. 

The sample sizes ranged from single-country studies to global samples including 

up to 185 countries. Of the exposures, 58% (n = 14) included balanced budget 

rules (BBR), 7 of which were combined with expenditure rules (ER). Most included 

exposure studies cover multiple EU/OECD countries (n = 7) or global samples (n = 

4). Italy (n = 7), Germany (n = 2) and Switzerland (n = 2) are also represented. Of 

the 24 exposure studies, 38% (n = 9) examine subnational effects, mostly Italian 

municipalities (n = 7). Many of the studies share similar methodological designs. 

46% (n = 11) of all studies employ Panel Fixed-Effects regressions and 13% use 

Synthetic Control Methods (n = 3). 17% employ Difference-in-Discontinuity (n = 4) 

and 8% Difference-in-Difference approaches (n = 2), thereby making use of quasi-

random variation between municipalities. 38% (n = 9) of included exposure studies 

examine disaggregated effects of fiscal rules on different kinds of investments (i.e. 

infrastructure), while 62% (n = 15) only examine public investments into aggregate 

public capital, e.g. by using gross fixed capital formation of general government as 

the dependent variable.  

The data used includes panel data, administrative data, budget data, fiscal rules 

data, public investment data, GDP data and government debt data. Sources of 

data include, among others, the IMF (Fiscal Rules Dataset, Investment and Capital 

Stock Dataset), OECD (National Accounts), Eurostat, AMECO and the European 

Commission (Fiscal Rules Database). 
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5 Results 

Out of the 24 exposure studies, a slight majority of 13 find significant negative 

effects of fiscal rules on at least one category of public investment. Most studies 

that find no significant results still find slight negative effects, just not to a 

significant degree. A reading of the literature sources reveals that estimates range 

widely, this variation in estimates may partly be attributed to differences in 

research design. The effect sizes range from marginally positive to up to a 0.6% 

reduction, as found by Chmura and Mühlenweg et al. for overall effects of national 

fiscal rules and by Basdevant et al. for national expenditure rules only. For 

Germany, this uppermost estimate of negative effects would correspond to a 

reduction of around 25% in public investments. Under the assumption that this 

effect size was the same for the time since the introduction of the SGP, the total 

amount of foregone investments would amount to approximately €564 billion 

between 1997 and 2024, based off historical annual German GDP statistics (IMF, 

2022). Assuming an investment efficiency of 87% would imply that the public 

capital stock is €490 billion lower due to the effect of fiscal rules, or roughly 82% of 

the €600 billion total backlog estimated by Dullien et al. (2024). Needless to say, 

this calculation relies on strong assumptions and should be viewed critically.  

Thus, the number is to be understood merely as an illustration of the real impact 

that the highest magnitude effects found by studies within the selection would 

suggest, with the real effect size most likely being much lower. 
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Figure 7: Point Estimates and average effect sizes on the national level 
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For an appropriate synthesis of results, a pooled average effect is calculated. 

Figure 7 shows effect sizes on the national level, as reported by studies for the 

outcome measure of change in investment levels as percentage of GDP. 

Confidence intervals at 95% are calculated from standard errors provided by the 

authors, where possible. Studies that do not report estimates for this outcome 

measure (e.g. because they only examine spending composition) are not 

considered in the forest plot and the following calculation. For Basdevant et al. 

(2020), Chmura (2023) and Tkacevs (2020), an average effect size was first 

calculated from results reported for different fiscal rules. Feld et al. (2024a) do not 

provide specific numbers; however a later version of the same study published in 

English does contain more detail. Therefore, estimates from Langer et al. (2025) 

are used instead. De Biase & Dougherty (2022), while studying the national 

context, provide only outcomes on budget composition, thus their study is left out 

from the pooled effect. 

The unweighted pooled effect for the national/federal scale is -0.134. For the 

weigted pooled effect, high risk papers and papers of MSM level 2 are weighted 

with factor 0.5 for the calculation, while papers of low risk or MSM score 4 are 

weighted with factor 2. The weighted effect is -0.141.  

These values correspond to total amounts of foregone investments to the degree 

of €126 billion (unweighted) and €132 billion (weighted) between 1997 and 2024. 

These would have amounted to €110 billion and €115 billion of infrastructure 

capital stock, once again assuming 87% efficiency. Thus, fiscal rules are likely 

responsible for around 19% of the German investment backlog, as figure 8 

€485 billion

€115 billion

Underinvestment unexplained
by Fiscal Rules

Underinvestment explained by
Fiscal Rules

Figure 8: Effect of fiscal rules as share of total investment backlog 
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visualizes. However, the results are heterogeneous in regards to different types of 

fiscal rules, flexibility, efficiency and with respect to national or local level. To 

account for this, the findings are assessed by highlighting these nuances in detail. 

Municipal effects are also considered separately in a subgroup analysis. 

5.1 Fiscal rule types and the role of efficiency 

It is very common for governments to use different individual types of rules, most 

typically a DR in combination with an ER or BBR (Potrafke, 2023, p. 9). Additionally, 

countries may be subject to one type of rule on the national level and another due 

to international treaties they adhere to. Nevertheless, some researchers try to 

ascertain effects specifically for certain rule types. Figure 9 shows results reported 

for the outcome of national investment ratios, measured in change in investment 

ratio as a percentage of GDP. Studies that use other outcome measures (e.g. 

change in total investment levels) and municipal studies are not included in the 

chart. Different types of fiscal rules seemingly show slightly different effects. As the 

forest plot illustrates, expenditure rules generally appear to have a uniformly 

negative effect. Budget balance and debt rules, on the other hand, show more 

ambiguous results. BBRs that exclude public investment from the assessment 

(“golden rules”) may be more favourable to capital expenditure in theory, however 

they may also have a negative impact on investment in practice (Basdevant et al., 

2020, p. 111). No specific determination can be made on the effect of revenue rules 

from the collective evidence. 
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Figure 9: Point estimates for different types of fiscal rules 
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The role of efficiency is discussed by two studies in particular, who find contradictory 

effects. Basdevant et al. find that when adjusted for efficiency, the impact of fiscal 

rules on public investment becomes statistically insignificant or even slightly 

positive. This suggests that strong infrastructure governance can achieve higher 

efficiency and mitigate the negative effects of fiscal rules, signifying that the trade-

off between fiscal discipline and investment levels can be resolved through better 

infrastructure governance rather than just rule design. Taking into consideration the 

guidance provided by the IMF (2015), the authors elaborate in more detail: “sound 

practices for public financial management, including adequate procedural rules. 

Further, good infrastructure governance, particularly medium-term fiscal and budget 

frameworks and arrangements to protect capital appropriations during project 

implementation, is key to fostering public investment efficiency and performance” 

(Basdevant et al., 2020, p. 108). Advanced economies already have relatively strong 

public financial management systems, explaining why fiscal rules don't harm their 

investment to the same degree as in developing countries in the sample covered by 

the authors. 

Chmura (2023), on the other hand, observe government efficiency to have a 

significant negative impact on public investment. According to their analysis,             

“a possible explanation is that countries which have more efficient governments 

could have less investment but of better quality” (p. 360). The author links this 

quality to the value of fiscal multipliers corresponding to public investments. 

5.2 The role of flexibility 

Building on the relevance of fiscal rule type, specific design features may be of 

importance. Features that make fiscal rules more flexible provide governments with 

additional leeway in their policies and in responding to crises. Most prominently, 

such design features take the form of escape clauses, cyclical adjustment and 

investment-friendly provisions (e.g. exclusion of infrastructure investments or 

certain spending categories, more generally) (Ardanaz et al., 2021, pp. 3–4; IMF, 

2009). Fiscal rule regimes commonly combine multiple flexibility features, thus the 

authors investigating their effectiveness typically specify them in an aggregated 

specification of general flexibility, as opposed to rigidity. 
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Ardanaz et al. (2021) find a 10% reduction in public investment during fiscal 

consolidation without flexible rules, an effect that becomes insignificant (2%) when 

rules allow for flexibility. Similarly, Jürgens (2022, p. 18) finds that rigid fiscal rules 

lead to a decline in public investment, especially in economic downturns, but flexible 

rules mitigate this negative effect. While Delgado-Tellez et al. (2022) corroborate the 

benefit of flexibility during fiscal consolidations, they “cannot confirm that the 

flexibility of fiscal rules has had the expected impact on investment, possibly 

signalling the need for an improvement in their design and their effective 

implementation” (p. 25-26). 

5.3 Effects on municipal level 

A slight majority of five of the nine municipal studies find a negative effect of fiscal 

rules on at least one investment category. Due to the low number of studies and the 

fact that seven of the nine focus on Italy, average effect sizes seem not very 

meaningful and externally transferable. Additionally, heterogeneity of outcome 

measures is problematic. Thus, pooling and weighing of effects are skipped in favour 

of a detailed analysis of the results and their context-outcome mechanisms. 

Pavese & Rubolino (2021, p. 21) find that municipalities under budget rules spend 

€102 less on a per student basis, a reduction of approximately one-fifth of average 

education expenditure. Likewise measuring the impact of fiscal rules on a per-capita 

basis, Bordignon et al. (2020) examine health expenditure in regions subject to fiscal 

consolidation plans enforced by the central government. Spending decreases 

significantly by around €28, and by around €64 where a government-appointed 

commissioner oversees implementation (pp. 1392–1395). The authors ascertain 

that spending efficiency likely improved, because there are no significant effects on 

utilization of healthcare and on reported health of citizens, despite the reductions in 

spending. 

As for the studies evaluating investment outcomes more generally, Coviello et al. 

(2022, p. 11) observe a municipal procurement decline of 23%. According to 

Venturini (2020), the system of accounting used by the local administration seems 

to play a role. They find that investment spending declined by 38% under accrual 

basis and 25% under cash basis, mostly affecting human capital investments and 

infrastructure (p. 2).  
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As opposed to the other studies finding negative effects, all of which investigate 

Italian municipalities, Mühlenweg & Gerling (2023) assess evidence of a larger 

sample consisting of 179 regions in 14 EU countries, making the results of their 

study the most externally transferrable. They find that one standard deviation 

increase in fiscal rules stringency reduces public investment by up to 4.41% (p. 16). 

This reduction is largely driven by BBRs and ERs, as DRs show a less robust effect. 

While De Biase & Dougherty (2022) are categorized in the multi-country group due 

to reporting cross-country results for 35 European countries, they nonetheless 

report results for subnational effects. According to their model, the share of 

investment in the budget composition of state and local governments subject to 

fiscal rules decreases for all types of rules, with ER showing the greatest reduction 

(p. 30). 

Alpino et al. (2022, p. 33), on the other hand, find no significant effects and 

determine that deficit reduction was achieved through the revenue side, instead of 

a decrease in investment. Relatedly, Weber et al. (2024) in turn confirm that fiscal 

rules show no significant systematic effects on investment expenditures, for a 

sample of Swiss cantons. 

Similarly, Giacobbe et al. (2023) find no significant decrease. They focus on the 

effects of the electoral cycle on public investment and show that municipalities under 

fiscal constraint actually show investment increases before elections, supporting the 

political economy argument that spending might be used to sway voters into a 

favourable direction (p. 18). Mancini & Tommasino (2023) find that fiscal rules 

reduce the capital expenditures forecast error by 35%, primarily through reduction 

in planned rather than realized expenditures. Thus, they find no significant negative 

effect on investment levels, but argue that increased predictability of investment 

planning decreases the uncertainty assumed by businesses, leading them to invest 

more and increase productivity (p. 20). 

As with varying efficiency levels between developed and developing countries, 

administrative regions or municipalities may also show different investment 

efficiencies. Since seven studies examine Italian local spending, reasons for 

inefficiencies that are idiosyncratic for Italy might be of interest. Evidently, the 

prevalence of Mafia structures is not distributed equally across the country. While 
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the southern regions are shaped by the presence of the Cosa Nostra, Camorra and 

'Ndrangheta, the north is much less burdened by the problem of organized crime. 

Therefore, it should be expected that investment efficiency is significantly higher in 

the north, due to corruption in the south. However, this aspect seems underexposed 

by the studies at hand. Only Venturini (2020) mentions the Mafia in the context of 

the “association between the efficiency of infrastructure provision and the level of 

corruption” (p.16). However, their analysis finds no discernible difference, when 

excluding municipalities that are subject to compulsory administration as a 

consequence of having been infiltrated by the Mafia. 

5.4 Secondary findings 

Chmura (2023) finds that higher corporate investment leads to lower public 

investments, as opposed to the complimentary effect presumed by endogenous 

growth theory. “This documents the effect of crowding-out between government and 

private investment and substitution between these two categories, but this effect is 

relatively small” (p. 359). Coviello et al. (2022), on the other hand, provide indirect 

evidence of complementarity, although from a negative perspective. When public 

procurement declined by €100,000, the private sector reduced their capital stock by 

up to €52,190, suggesting that public investment has complementary effects with 

private capital stock accumulation, the decline of which the authors attribute to 

capital adjustment costs and irreversibility after demand decrease (pp. 25-26).  

Pavese & Rubolino (2021, p. 22) show that an increase in school expenditure by 

€100 per student leads to an increase in test score gains of 13.9% of a standard 

deviation in mathematics and 12.7% for language, demonstrating that public 

investment in education infrastructure and services directly impacts human capital 

formation. This provides support for endogenous growth theory, that links public 

investment to future productivity gains through the education channel. 

Beckmann & Czudaj (2020) contribute to theory by considering not just public 

investment levels themselves, but rather their volatility and the private investment 

decisions that businesses base on their expectation of future public investment 

levels. They introduce the concept of fiscal policy uncertainty, derived from the 

disagreement in forecasts made by different economists regarding the projected 

German budget balance. Their findings indicate that following the adoption of the 
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debt brake, fiscal policy uncertainty increased substantially, resulting in a reduction 

of industrial production growth by more than 0.8 percentage points within six months 

of introduction. The authors substantiate this result by drawing a direct 

complementary connection between public and private investments, thus providing 

evidence against the crowding-out hypothesis: “Due to uncertainty regarding 

government spending such as investments in infrastructure, firms temporarily pause 

their investment decisions and this slows down the growth of industrial production” 

(Beckmann & Czudaj, 2020, p. 14). Additionally, Beckmann and Czudaj point out 

that their measure of fiscal policy uncertainty may be able to account for the 

considerable differences in estimations of the fiscal multiplier. 

Shobande & Ogbeifun (2025) stress the regional heterogeneity in fiscal rule effects, 

although their analysis mainly focuses on debt sustainability instead of investment 

levels. They conclude that for the European context, flexible frameworks would be 

more appropriate than rigid rules that may prevent adequate response to economic 

downturns. However, they also ascribe to fiscal rules the positive effect of more 

selective project prioritization, more careful management and better cost-benefit 

analysis in planning of infrastructure projects (pp. 293-296). 

Fiscal rules may limit opportunistic investment increases in pre-election years, 

according to (Giacobbe et al., 2023, pp. 14-15). Their results suggest that this effect 

is most pronounced for road maintenance, public lighting and waste disposal, 

spending that has a visible effect to citizens, as the political economy perspective 

would assume. 

De Biase & Dougherty (2022) emphasize the importance of providing less advanced 

municipalities with the ability to borrow freely, in order to “invest more than others 

[…] to “catch up” in terms of capital” (p. 37). This is in line with the reform proposal 

of the progressive municipal debt brake (see 6.1). 

6 Discussion 

Realist synthesis is appropriate to summarize the main findings of the SLR, because 

it is designed to interpret complex policy interventions and allows to highlight the 

mechanisms by which fiscal rules may have different effects in different contexts. 

Taking into account the focus of the review on the overall effect on public 
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infrastructure investments, the findings support the assumption that there is a 

negative effect. The collective evidence demonstrates differences in outcome, 

depending on context. This means that protecting public investment under fiscal rule 

regimes depends critically on rule design and quality, and on efficiency of institution, 

particularly in periods of economic decline. 

Applying realist logic, inferences can be made on “what works for whom, in what 

circumstances, in what respects and how” (Pawson et al., 2005, p. 1). Thus, patterns 

of mechanisms that proceed in specific contexts and lead to different outcomes 

emerge. The overall negative effect of fiscal rules on investments notwithstanding, 

the evidence suggests that investment resilience may prevail in some contexts. 

Within the context of economic downturns, flexibility provisions emerge as a 

consistent protective mechanism to mediate negative outcomes, although specific 

effects of certain provisions remains uncertain. As tax revenue decreases due to 

reduced economic activity, higher deficits are needed to maintain similar spending 

levels. This may not be possible due to fiscal rules without flexibility arrangements, 

causing governments to defer or cut back investments. 

In the context of fiscal consolidation, public investments typically suffer as an 

outcome. The mechanism responsible may be that a consolidation plan forces 

(local) governments to reduce debt or deficit, which they commonly accomplish by 

cutting of investment spending to reduce deficit or debt. This is because other 

spending cuts are less politically opportune. Investment clauses, that exclude 

certain spending categories from fiscal rules, may have a protective effect in such 

scenarios. 

Institutional quality and administrative efficiency create contextual variation in fiscal 

rule effects. In contexts where a government makes efficient (inefficient) 

investments, it may need to spend less (more) to have the same effect on public 

infrastructure capital stock. While improving project selection and investment 

planning is a desirable side effect of fiscal rules decreasing the leeway for spending, 

this points against deregulation being useful to tackle the infrastructure backlog by 

simplifying permits for construction projects. Additionally, this means that fiscal rules 

may not just have an effect on investment levels themselves, but also on the 

efficiency with which they accumulate infrastructure stock. This is because efficiency 
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of government spending, or administration more generally, in turn depends on 

infrastructure, e.g. on investment into digitalization of bureaucracy. 

The fact that expenditure rules seemingly perform uniformly negatively affirms that 

rules which force governments to limit their current spending may create the 

incentive to decrease investment spending, as opposed to consumption spending, 

i.e. social welfare. Politically, it appears more convenient to postpone necessary 

investments, compared to enacting social spending cuts, which may instil anger in 

those constituents affected directly. Deferred investments are less of a problem for 

short-term re-electability, since their negative effects play out over the span of 

multiple terms. 

Budget balance rules and debt rules showing more ambiguous outcomes can be 

explained considering that they allow governments to implement adjustments on the 

revenue side, e.g. increasing taxes, to meet the fiscal rule targets, while expenditure 

rules force governments to adjust their current spending. Alternatively, another 

explanation may be that they are more easily circumvented in practice. 

This indicates that rule selection itself constitutes a policy choice that may lead to 

direct consequences on investment levels. The synthesis reveals that protecting 

investment requires context-appropriate implementation of rules and their features. 

However, this is problematic in itself, because newly arising contexts cannot be 

predicted and accounted for in rule design, a priori. 

Compared to other review's findings, this synthesis highlights the role of secondary 

factors (context and mechanisms) and allows an estimation of the magnitude of 

effect, as opposed to simply showing whether more studies find effects or no effects. 

Thus, within the context of other relevant literature, this review suggests that prior 

syntheses may have arrived to no effect, due to lack of comprehensiveness of 

literature selection and lack of attention paid to nuance of rule design. 

Potrafke (2023) concludes that the results of their literature overview do not support 

the claim that fiscal rules have negative effects on public investment levels. While 

many of the studies included in this SLR were also used as evidence by Blesse et 

al. (2023), their findings nonetheless point toward no effect, as well. Brändle & Larch 

(2025), on the other hand, argue that rigid fiscal rules without cyclical components 

and exception clauses can harm public investment, while well-designed ones with 



67 
 

sufficient flexibility do not jeopardize investment on average. This is in line with the 

findings of this SLR, that stress the role of design and flexibility. 

Different studies in the review find substitutive effects or complementary effects 

between private and public investment. This suggests that the complementarity 

postulated by Agénor & Moreno-Dodson (2006) is dependent on context, explaining 

why prior research has also found contradictory evidence supporting crowding-in or 

crowding-out. 

Endogenous growth theory explains growth through effects of investment spending 

on infrastructure, that in turn influences labour productivity. Public investment in 

education improving test performances confirms the growth channel via human 

capital formation. However, decreased investments have negligible effects on 

quality of service in the healthcare sector, drawing the causal effect of investment 

on labour productivity into doubt for the health channel. This could be explained by 

the fact that in the healthcare sector, a large number of competing services offered 

by both the public healthcare services and private providers create overhead costs 

and lead to inefficient spending that may be addressed when fiscal rules force 

governments to decrease expenditure. 

The theory could be expanded to include an expectation component that accounts 

for the reliability or certainty of public investments. Thus, private capital 

accumulation would depend on public capital accumulation, because private 

investment decisions are made on the basis of current and expected future public 

investments. This would establish a direct functional connection between public and 

private capital, instead of infrastructure just making private investments more 

worthwhile through the indirect relation of increasing private capital productivity. 

6.1 Implications for policy reform 

In the wake of the debt brake reform enacted in early 2025, which established a new 

infrastructure fund, excludes military spending above 1% of GDP and principally 

allows the federal states to increase their debt by 0.35% of GDP annually, discourse 

of a more substantial reform has gained new momentum. The MoF has initiated a 

commission to develop feasible concepts of reform, with a focus on permanently 

ensuring leeway for investment needs (Bartels, 2025). The simplest change would 

be to increase permissable annual deficit spending in accordance with the SGP 
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rules, however it seems likely that legislative change will take the form of more 

sophisticated amendments. This chapter aims to give a brief overview of possible 

reforms, based on already existing proposals and considerations inferred from the 

findings of the review. 

The Progressive Municipal Debt Brake aims to reduce the municipal investment 

backlog and legacy debt, while enabling transformation at the local level. According 

to this proposal, municipalities would be provided with interest-free, approval-free 

credit lines at a state bank, up to the amount of their average annual administrative 

revenues. The repayments would be made to the amount of the depreciation 

generated. The refinancing of municipal investment loans and liquidity loans within 

the interest-free line of credit would also be permitted. According to the initiators of 

this idea, a nationwide implementation would lead to a credit line of approximately 

€328 billion, of which €154 billion may be used for debt restructuring and €174 billion 

for additional investments, which would account for approximately 93% of the 

municipal investment backlog (Projektteam „Aktive Regionalentwicklung“, 2025, p. 

11). 

Besides giving municipalities easier access to loans, the administrative burdens 

could be reduced on the side of public institutions, to allow local authorities to emit 

bonds more easily, as is common in the US. Additionally, changes to fiscal rules 

should be informed by considerations of the real resource constraints on spending, 

as discussed in chapter 3.2, while taking into account regional differences. 

Practically, this could for example take the form of allowing regions or municipalities 

with low employment levels to spend more than those running closer to full capacity. 

As for the national level, multiple proposals have gained attention. The “Breathing” 

Debt Rule is a dynamic concept, due to the inclusion of a stabilization term. This 

would create a more flexible fiscal rule that accounts for interest payments and 

responds to economic conditions automatically (Beznoska et al., 2024, pp. 21-24). 

This proposal may lessen the political capital needed when responding to 

emergencies by removing the need to suspend the rule during crises. Under low-

interest rate conditions it may increase the leeway for debt in order to invest. 

However, investment needs are not explicitly considered, deeming this proposal 

unfit to address the accumulated backlog. 
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The Bundesbank proposes a reform that would see the federal government's 

structural deficit limit be increased from 0.35% to 1.4% of GDP, when the debt-to-

GDP ratio is below 60%. This comprises 0.5% as a "low-debt base" and 0.9% 

exclusively for investment, with grants to state and local governments. Above the 

60% threshold, the 0.9% investment component remains, but the 0.5% base ceases 

to be available. This would allow the federal and state governments to invest an 

additional debt-financed total of approximately €100-220 billion by 2030 

(Bundesbank, 2025). Considering the substantial investment backlog, this proposal 

seems insufficient for adressing the investment needs by itself. Thus, it may be 

supplemented by special funds. 

The Net Investment Rule would allow the government to take on debt specifically 

for net investments (gross investments minus depreciation) that expand the capital 

stock. Investment beyond depreciation could be debt-financed, which aligns with the 

“golden rule” principle (Beznoska et al., 2024, pp. 15-20). This proposed rule 

appears most fit to adequately address the public investment backlog, as long as 

the debt leeway for net investments created by this legislation would not be limited 

numerically. Moreover, this investment clause is the most popular reform option 

among state parliamantarians, 56% of whom support it (Blesse et al., 2021, p. 92). 

Therefore, it seems to be an appropriate and the most feasible option at this point 

in time. However, net investment clauses still suffer from the at times arbitrary 

distinction between consumption and investment. To adress this issue, the 

introduction of such a rule could be accompanied by reclassifying desired 

categories, e.g. all education spending, as investments. 

Other proposals include financing investment spending through additional tax 

revenue by levying an income tax surcharge or a temporary wealth tax (Fuest et al., 

2019, p. 311; Rietzler & Watt, 2022). However, such proposals are contentious and 

their implementation seems unlikely. 

In terms of the actual effect of investments on public capital stock, efficiency may be 

increased, e.g. by adopting best practices. However, due to the already high degree 

of efficiency, the marginal utility of such measures is questionable. 

A change of the institutional design of government finances may contribute to 

protecting investments, as well. The most radical form conceivable would be 
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abolishment of the system of bond sales to fund government spending, e.g. by 

allowing the government to overdraw their account with the central bank indefinitely, 

without need to equalize the balance on a daily basis through emission and sale of 

bonds. This change would restore full monetary sovereignty and eliminate both 

interest payments to bond owners and the insolvency risk introduced by the current 

system of indirect state financing. However, political realities render such change 

practically inconceivable at the current time. More realistic options on the EU 

institutional side may be the introduction of a European Ministry of Finance, to 

harmonize fiscal policy and monetary policy across the union, or the collective 

issuance of shared debt denominated in Euro, as was tried for Covid relief. 

6.2 Limitations 

There are a number of limitations of the current systematic review that are of note. 

The validity of the SLR approach enacted within this thesis and the conclusiveness 

of the results are limited by multiple restrictions and issues that may arise in spite of 

following guidance and good scientific practice.  

It should be noted that concerning statistics and estimates that aim to quantify the 

infrastructure undersupply, some assessments used to illustrate the problem 

originate from entities which may themselves have an interest in overestimating and 

thereby drawing attention to their cause. 

Despite a comprehensive strategy, exclusion of publications in other languages, 

limitations in database coverage, inadequate search formulation or poor indexing of 

studies can lead to incomplete findings. The inclusion of studies of methodological 

diversity can decrease bias, however this complicates pooling results due to 

differences in outcome measurements and may lead to less reliable conclusions. 

While the inclusion of grey literature (e.g. unpublished studies, government reports) 

is supposed to reduce publication bias, it itself presents challenges. 

By using validated assessment tools (MSM and ROBINS-E) and reporting the 

method of quality appraisal, the credibility of the synthesized evidence is ensured. 

The reporting of the search strategy, the limitations, and the methodological 

decisions serves transparency. However, there is still a risk of inconsistent or 

incomplete assessment of study quality and possible bias, and a lack of quality 

appraisal methods designed specifically for economics adds to this issue. 
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Relatively few studies disaggregate public investment expenditure into different 

categories; thus, their results are not explicitly infrastructure-specific. While public 

investments are a proxy insofar that infrastructure is its most relevant aspect, more 

research into the effects on specific types of infrastructure would be beneficial to 

infer useful policy design choices. Moreover, many of the results pointing towards 

a negative effect border on insignificance. This may be explained by the difficulty 

of  identifying causal effects of fiscal rules, e.g. due to differences between formal 

and actual compliance with rules exhibited by countries in the samples. 

In the context of research concerning inherently political issues such as a law like 

the debt brake, authors of studies in the SLR and the author of this thesis are 

potentially subject to political bias. While awareness is the necessary requirement 

to critically evaluating both the research process and the findings, any research is 

based on a value judgment. This subjective evaluation may influence the choices 

and outcomes of scientific inquiry by shaping the research questions, methodology, 

and interpretation of evidence. This stresses the importance of continuous 

intellectual honesty beyond rigor insured by the method. 

The external generalisability of the findings is limited by two factors. Firstly, seven 

out of nine studies on subnational effects focus on Italian municipalities or regions, 

which may be explained by the high availability of local budget data. However, this 

raises concerns regarding the external validity of the respective findings when 

applied to other contexts. Secondly, due to the highly specific institutional 

characteristics of national implementations, inferences drawn from examining one 

national context may not be transferable to other countries. 

7 Conclusion and further research 

This systematic literature review provides evaluation of fiscal policy outcomes on 

public investment levels, focusing specifically on exposures based on numerical 

fiscal rules that aim to reduce government debt or deficits. The findings of this thesis 

are both qualitative and quantitative in nature. Concerning the secondary research 

dimensions, insights arise from examining the context of the establishment of fiscal 

rules.  
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Governments that control the creation of their own currency are not at risk of 

insolvency and can utilize monetary and fiscal policy in unison. While this autonomy 

has been limited due to the specific institutional design of the process of how 

governments fund their spending, Germany nonetheless enjoys a high degree of 

monetary sovereignty and fiscal rules notwithstanding, has the capacity to invest 

significantly more than it has in the past. 

The concept of fiscal constraint is based in economic thought belonging specifically 

to the Public Choice Theory and Ordoliberalism, that base their argument on the 

assumption that government size must be limited to avoid misuse of power (e.g. 

though rent-seeking or distortion of markets). However, the introduction of specific 

numerical fiscal rules proceeded without a scientifically legitimized basis in 

economic theory or modeling. The implementation across national contexts differs 

in terms of the type of rule, legal framework, strictness and mechanisms to ensure 

compliance. The German legal framework subsumed by the debt brake puts strict 

limits on the national and state governments to incur new debt, ranking it among the 

most restrictive fiscal regimes in the world. Within the European context it is only 

rivaled by the system of non-EU member Switzerland and its strict cantonal 

approach. This may be explained by cultural and historical reasons that are 

idiosyncratic to Germany. 

In terms of sectors experiencing the most pronounced investment constraints, it can 

be concluded that housing, education and transportation are the areas most affected 

by infrastructure underinvestment in total nominal value as according to both official 

government statistics and estimates by non-government research institutes and 

private entities. This suggest that underinvestment at state and municipal levels, 

who are responsible for significant parts of public infrastructure, may be related to 

the specific architecture of the German debt brake, which until recently included a 

complete zero tolerance towards debt on the level of state spending. This 

underinvestment may have negative effects on the perceived functionality of the 

state, leading to distrust in democratic institutions. 

On the main research question concerning the extent to which restrictive fiscal policy 

rules contribute to underinvestment in public infrastructure, the synthesis of results 

of the SLR provides sufficient evidence against the claim of no effect. The results 
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point toward fiscal rules having a negative effect on the national level, with a slight 

majority of the exposure studies finding investment reduction in at least one 

category. Thus, the null hypothesis of no discernible effect is rejected towards the 

alternative hypothesis. Fiscal rules present a negative, although not very large, 

effect on public investment levels on the national scale. The results for the 

subnational scale are suggestive to the same effect, but not conclusive, due to the 

specific nature of the Italian context. Outcomes are dependent on context, both of 

the fiscal rule design itself and beyond. 

The pooled effect suggests that, on the national scale, fiscal rules are responsible 

for a reduction in the yearly public infrastructure investments of approximately 0.134 

percentage points of GDP. When giving publications that were rated high quality 

more weight (i.e. low risk of bias or high MSM score) and less weight to those rated 

low quality (i.e. high risk of bias or low MSM score), this weighted average is even 

slightly higher than the unweighted pooled effect at a reduction of 0.141 percentage 

points of GDP. Assuming the same effect size for the time since the introduction of 

the SGP, this would imply that fiscal rules have contributed to around one-fifth of the 

German investment backlog, or around €115 billion of the total amount estimated at 

€600 billion. 

It appears plausible that in theory, countries with high investment efficiency should 

suffer fewer negative effects. However, the evidence on this is inconsistent. 

Furthermore, advanced economies such as Germany are already quite efficient, 

thus an improvement in this respect may only have marginal protective effects on 

investment levels. 

The type and design of fiscal rules seems to determine their efficacy. Expenditure 

rules have a uniformly negative effect, while debt rules and budget balance rules 

perform less consistently. Flexibility features in the form of escape clauses, cyclical 

components and investment-friendly exemptions (e.g. net investment clauses or 

golden rules) may reduce negative impacts on public investment. However, 

evidence shows only that these mitigating effects are the case during 

consolidations. As for actual investment impact during regular periods, results are 

inconclusive. Fiscal rules usually combine multiple such features, which complicates 

research into their specific effects. 
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Similarly, on the subnational scale, a slight majority of studies find some negative 

effects on investment. It seems likely that the type of accounting system used by the 

local authority has an impact on investment levels. Due to the heterogeneity of 

outcome measures, no pooled effect size was determined. External validity is 

questionable, due to most municipal studies focusing on Italy. 

The fact that the investment backlog can only partially be attributed to the 

existence of fiscal rules raises the question of what other causes are at play. The 

dominance of the neoliberal world view, according to which government debt is an 

expression of poor economic management and the sphere of influence of the state 

should be kept as small as possible, seems to be an important factor. Investment 

was not only too low because of legal constraints, but because the ruling 

politicians prioritized a balanced budget over sufficiently large investment 

spending to keep infrastructure intact. The problem lies less in the law itself than in 

public opinion and political Zeitgeist, that favour avoidance of debt. If no numerical 

fiscal rules had been in place, most governments likely still would not have spent 

significantly more money on public infrastructure.  

To conclude, a direct causal link between the existence of fiscal rules on the 

supranational, national and subnational level and the insufficiency of public 

investment appears likely. Further research is needed to clarify which part of any 

observed effect may be attributed to numerical fiscal rules and to other factors, 

respectively. Future studies may also examine the role of specific design features 

and efficiency. Subnational studies may focus on possible amendments to 

accounting systems, and on regional disparity. Policy changes should aim to protect 

investments, e.g. by excluding them from the calculation of permissable spending. 

Institutional change may however be necessary, both on the national and 

subnational level, to ensure adequate investment levels in the future. 

 

 

 

 

 



75 
 

References 
 

§ 10 HGrG - Einzelnorm. (n.d.). Retrieved 11 October 2025, from https://www.gesetze-im-

internet.de/hgrg/__10.html 

Abgeordnetenwatch. (2009, May 29). Schuldenbremse | abgeordnetenwatch.de. 

  https://www.abgeordnetenwatch.de/bundestag/16/abstimmungen/schuldenbremse 

Abiad, A., Furceri, D., & Topalova, P. (2016). The macroeconomic effects of public 

investment: Evidence from advanced economies. Journal of Macroeconomics, 50, 

224–240. 

Acemoglu, D., Naidu, S., Restrepo, P., & Robinson, J. A. (2019). Democracy does cause 

growth. Journal of political economy, 127(1), 47-100. 

Afflatet, N. (2019). Staatsfinanzierung durch Geldpolitik. Wirtschaftsdienst, 99(8), 562–

566. 

Agénor, P.-R., & Moreno-Dodson, B. (2006). Public infrastructure and growth: New 

channels and policy implications. 4064. World Bank Publications. 

Agénor, P.-R., & Neanidis, K. C. (2015). Innovation, public capital, and growth. Journal of 

Macroeconomics, 44, 252–275. 

Allianz pro Schiene. (2024). Mobilitätsbarometer. Allianz pro Schiene. https://www.allianz-

pro-schiene.de/themen/personenverkehr/oepnv-anbindung/mobilitaetsbarometer/ 

Alonso-Albarran, V., Arroyo, C., Aydin, O., Davoodi, M. H. R., Lam, M. W. R., 

Balasundharam, V., Hegab, G., Nguyen, A. D., Salazar, M. N., & Sher, G. (2025). 

Fiscal Rules and Fiscal Councils: Recent Trends and Revisions since the 

Pandemic. IMF Working Papers, 2025/198. 

Alpino, M., Asatryan, Z., Blesse, S., & Wehrhöfer, N. (2022). Austerity and distributional 

policy. Journal of Monetary Economics, 131, 112–127. 

Amlinger, C., & Nachtwey, O. (2025). Zerstörungslust—Elemente des demokratischen 

Faschismus. Suhrkamp. 

Ardanaz, M., Cavallo, E., Izquierdo, A., & Puig, J. (2021). Growth-friendly fiscal rules? 

Safeguarding public investment from budget cuts through fiscal rule design. 



76 
 

Journal of International Money and Finance, 111. 

https://doi.org/10.1016/j.jimonfin.2020.102319 

Arndt, W.-H., & Schneider, S. (2023). Investitionsbedarfe für ein nachhaltiges 

Verkehrssystem. 

https://www.bauindustrie.de/fileadmin/bauindustrie.de/Media/Studie/Difu_Impulse_

7-2023_Investitionsbedarfe_Verkehrsinfrastruktur-fin.pdf 

Austin, A. (2021). The Debt Limit Since 2011. Congressional Research Service. 

https://www.congress.gov/crs_external_products/R/PDF/R43389/R43389.62.pdf 

Barkhausen, D., & Teupe, S. (2025). The German Inflation Trauma: Weimar’s Policy 

Lessons Between Persistence and Reconstruction. Jahrbücher Für 

Nationalökonomie Und Statistik, 245(3), 269–332. 

Bartels, J.-P. (2025). Kommission zur Reform der Schuldenbremse beginnt Arbeit. 

tagesschau.de. https://www.tagesschau.de/inland/innenpolitik/schuldenbremse-

reform-kommission-100.html 

Basdevant, O., Chaponda, T., Gonguet, F., Honda, J., & Thomas, S. (2020). Designing 

fiscal rules to protect investment. Well Spent: How Strong Infrastructure 

Governance Can End Waste in Public Investment, 106. 

Basic Law for the Federal Republic of Germany. (2025, March 22). https://www.gesetze-

im-internet.de/englisch_gg/englisch_gg.html 

Batini, N., Di Serio, M., Fragetta, M., Melina, G., & Waldron, A. (2022). Building back 

better: How big are green spending multipliers? Ecological Economics, 193, 

107305. https://doi.org/10.1016/j.ecolecon.2021.107305 

Batini, N., Eyraud, L., Forni, L., & Weber, A. (2014). Fiscal Multipliers: Size, Determinants, 

and Use in Macroeconomic Projections. Technical Notes and Manuals, 14(04). 

https://doi.org/10.5089/9781498382458.005 

Beckmann, J., & Czudaj, R. L. (2020). Fiscal Policy Uncertainty and Its Effects on the 

Real Economy: German Evidence. Oxford Economic Papers, 73(4), 1516–1535. 



77 
 

Belitz, H., Clemens, M., Gebauer, S., & Michelsen, C. (2020). Öffentliche Investitionen als 

Triebkraft privatwirtschaftlicher Investitionstätigkeit (Issue 158). DIW Berlin: 

Politikberatung kompakt. 

Bell, S. (2000). Do Taxes and Bonds Finance Government Spending? Journal of 

Economic Issues, 34(3), 603–620. 

https://doi.org/10.1080/00213624.2000.11506296 

Belz, S., Campbell, S., Stojanovic, L., & Wessel, D. (2025). What is the federal debt 

ceiling? Brookings. https://www.brookings.edu/articles/the-hutchins-center-

explains-the-debt-limit/ 

Berman, N. (2023). What Happens When the U.S. Hits Its Debt Ceiling? | Council on 

Foreign Relations. https://www.cfr.org/backgrounder/what-happens-when-us-hits-

its-debt-ceiling 

Beznoska, M., Hentze, T., Hüther, M., & Kauder, B. (2024). Schuldenbremse 2.0—

Konzepte für tragfähige Fiskalregeln. IW-Policy Paper, 4. 

https://www.iwkoeln.de/fileadmin/user_upload/Studien/policy_papers/PDF/2024/IW

-Policy-Paper_2024-Schuldenbremse-2.0.pdf 

Bindseil, U., Corsi, M., Sahel, B., & Visser, A. (2017). The Eurosystem collateral 

framework explained. Publications Office. 

https://data.europa.eu/doi/10.2866/176048 

Birnbaum, R. (2009). Schuldenbremse: SPD hat kurz vor Schluss Bedenken. Der 

Tagesspiegel Online. https://www.tagesspiegel.de/politik/spd-hat-kurz-vor-schluss-

bedenken-6532378.html 

Blanchard, O. (2019). Public debt and low interest rates. American Economic Review, 

109(4), 1197–1229. 

Blesse, S., Dorn, F., & Lay, M. (2023). Do fiscal rules undermine public investments? A 

review of empirical evidence. 



78 
 

Blesse, S., Heinemann, F., Janeba, E., & Nover, J. (2021). Die Zukunft der 

Schuldenbremse nach der Pandemie: Einsichten aus einer Befragung aller 16 

Landesparlamente. Zeitschrift Für Wirtschaftspolitik, 70(1), 81–97. 

Blum, J., Gründler, K., de Britto Schiller, R., & Potrafke, N. (2019). Die Schuldenbremse in 

der Diskussion–Teilnehmer des Ökonomenpanels mehrheitlich für Beibehaltung. 
Ifo Schnelldienst, 72(22), 27–33. 

Bogatzki, T., Stadelmann, D., & Torgler, B. (2024). Guiltily indebted? How a word is linked 

to individual borrowing. Applied Economics Letters, 32. 1269-1272 

https://doi.org/10.1080/13504851.2024.2302891  

Bollmann, R. (2009, February 6). Bund und Länder einig: Die Schuldenbremse kommt. 

Die Tageszeitung: taz. https://taz.de/Bund-und-Laender-einig/!5168343/ 

Bonizzi, B., Kaltenbrunner, A., & Michell, J. (2019). Monetary sovereignty is a spectrum: 

Modern monetary theory and developing countries. Real-World Economics 

Review, 89, 46–61. 

Bönke, T., Holtemöller, O., Kooths, S., Schmidt, T., & Wollmershäuser, T. (2024). Deutsche 

Wirtschaft kränkelt–Reform der Schuldenbremse kein Allheilmittel. 

Wirtschaftsdienst, 104(4). https://www.iwh-

halle.de/fileadmin/user_upload/publications/gd/2024f/IfW_Kiel_GD_1_2024_RZ2_

WEB.pdf 

Bordignon, M., Coretti, S., Piacenza, M., & Turati, G. (2020). Hardening subnational 

budget constraints via administrative subordination: The Italian experience of 

recovery plans in regional health services. Health Economics, 29(11), 1378–1399. 

Bourdieu, P. (1998). The essence of neoliberalism: What is neoliberalism?: A programme 

for destroying collective structures which may impede the pure market logic: 

Utopia of endless exploitation. Le Monde Diplomatique. 

https://mondediplo.com/1998/12/08bourdieu 



79 
 

Bouton, L., Lizzeri, A., & Persico, N. (2020). The Political Economy of Debt and 

Entitlements. The Review of Economic Studies, 87(6), 2568–2599. 

https://doi.org/10.1093/restud/rdaa003 

Brändle, T., & Elsener, M. (2024). Do fiscal rules matter? A survey of recent evidence. 

Swiss Journal of Economics and Statistics, 160(1), 11. 

Brändle, T., & Larch, M. (2025). Do fiscal rules slow down public investment? 

Perspektiven Der Wirtschaftspolitik, 26(2), 199–210. https://doi.org/10.1515/pwp-

2025-0007 

Brzeski, C., & Franke, S. (2020, July 22). Die Deutschen mögen keine Schulden. ING. 

https://www.ing.de/binaries/content/assets/pdf/ueber-uns/presse/carsten-brzeskis-

blog/2020/ing-economic-analysis---iis-25_deutsche-und-schulden.pdf 

Bundesbank. (2017a). Design and implementation of the European fiscal rules. 

https://www.bundesbank.de/resource/blob/667382/cb31f8b7677d2114c89b6f4589

ea7507/mL/2017-06-fiscalrules-data.pdf 

Bundesbank. (2025). Bundesbank proposes debt brake reform for sound public finances 

and increased investment. https://www.bundesbank.de/en/press/press-

releases/bundesbank-proposes-debt-brake-reform-for-sound-public-finances-and-

increased-investment-945674 

Bundesbank. (2017b). Die Rolle von Banken, Nichtbanken und Zentralbank im 

Geldschöpfungsprozess. Monatsbericht, 69(4), 15–36. 

Bundesgütegemeinschaft Instandsetzung von Betonbauwerken (BGIB). (2024). 

Deutschlands 100 marodeste Autobahnbrücken: Besonders westdeutsche 

Brücken sind eine Gefahr. http://www.bgib.de/presseinformationen/20240930.pdf 

Bundesministerium der Verteidigung. (2025, October 24). Moratorium für die Konversion 

von Liegenschaften. https://www.bmvg.de/de/presse/moratorium-konversion-

liegenschaften-6035758 



80 
 

Bundesministerium für Wirtschaft und Klimaschutz (BMWK). (2024). 

Gleichwertigkeitsbericht 2024. https://www.publikationen-bundesregierung.de/pp-

de/publikationssuche/gleichwertigkeitsbericht-2024-2296688 

Bundesregierung. (2020). Kosten der Staatsverschuldung in Zusammenhang mit der 

Corona-Krise. Drucksache 19/24798. 

https://dserver.bundestag.de/btd/19/251/1925152.pdf 

Bundesregierung. (2023, February 5). 30 years of the Maastricht Treaty. 

https://www.bundesregierung.de/breg-en/service/treaty-of-maastricht-2004054 

Bundesverfassungsgericht. (2023, November 15). Second Supplementary Budget Act 

2021 is void. 

https://www.bundesverfassungsgericht.de/SharedDocs/Pressemitteilungen/EN/202

3/bvg23-

101.html;jsessionid=54D3BDA2286019EFD9F4B60C88F3AE63.internet962 

Cao, Y., Dabla-Norris, E., & Di Gregorio, E. (2024). Fiscal discourse and fiscal policy. 

Cardoso, D., Carvalho, L., Lima, G. T., Nassif-Pires, L., Rugitsky, F., & Sanches, M. 

(2025). The Multiplier Effects of Government Expenditures on Social Protection: A 

Multi-country Study. Development and Change, 56(1), 172–224. 

Cavaille, C., & Ferwerda, J. (2023). How distributional conflict over in-kind benefits 

generates support for far-right parties. The Journal of Politics, 85(1), 19–33. 

CDU-geführte Bundesländer streben Reform der Schuldenbremse an. (2024, April 21). 

Table.Briefings. https://table.media/berlin/news/cdu-gefuehrte-bundeslaender-

streben-reform-der-schuldenbremse-an 

Chmura, R. (2023). Determinants of Public Investments in the EU Countries: Role and 

Importance of Fiscal Rules. Finance a Uver/Czech Journal of Economics and 

Finance, 73(4), 351–374. 

Christofzik, D. I., Dorn, F., Gäbler, S., Raffer, C., & Rösel, F. (2020). Bremst die Doppik 

öffentliche Investitionen? Ergebnisse aus drei aktuellen Evaluationsstudien. 

Wirtschaftsdienst, 100(9), 707–711. 



81 
 

Christofzik, D. I., Feld, L. P., & Yeter, M. (2019). Öffentliche Investitionen: Wie viel ist zu 

wenig? Freiburger Diskussionspapiere zur Ordnungsökonomik. 

Clemens, M., Goerge, M., & Michelsen, C. (2019). Public investment a key prerequisite for 

private sector activity. DIW Weekly Report, 9(31), 255–261. 

Clemens, M., Michelsen, C., & Rieth, M. (2025). An estimation and decomposition of the 

government investment multiplier. DIW Discussion Papers. 

Coviello, D., Marino, I., Nannicini, T., & Persico, N. (2022). Demand Shocks and Firm 

Investment: Micro-Evidence from Fiscal Retrenchment in Italy. The Economic 

Journal, 132(642), 582–617. https://doi.org/10.1093/ej/ueab073 

Cowen, T., & Sutter, D. (1998). Why only Nixon could go to China. Public Choice, 97(4), 

605–615. 

Cremaschi, S., Rettl, P., Cappelluti, M., & De Vries, C. E. (2022). Geographies of 

Discontent: Public Service Deprivation and the Rise of the Far Right in Italy. 

https://doi.org/10.31219/osf.io/5s2cu 

Cukierman, A., & Tommasi, M. (1998). When does it take a Nixon to go to China? 

American Economic Review, 180–197. 

Danninger, S. (2002). A new rule:’The Swiss debt brake’. IMF Working Paper, 02/18. 

https://www.imf.org/external/pubs/ft/wp/2002/wp0218.pdf 

DB InfraGO. (2025). InfraGO-Zustandsbericht Netz und Personenbahnhöfe. 

https://www.dbinfrago.com/web/unternehmen/zielbild-infrastruktur/InfraGO-

Zustandsbericht-12636112 

De Biase, P., & Dougherty, S. (2022). The past and future of subnational fiscal rules: An 

analysis of fiscal rules over time. OECD Working Papers on Fiscal Federalism, 41, 

0_1-51. 

De Ridder, M., Hannon, S., & Pfajfar, D. (2020). The multiplier effect of education 

expenditure. 



82 
 

Deleidi, M., Iafrate, F., & Levrero, E. S. (2020). Public investment fiscal multipliers: An 

empirical assessment for European countries. Structural Change and Economic 

Dynamics, 52, 354–365. 

Delgado-Tellez, M., Gordo, E., Kataryniuk, I., & Perez, J. J. (2022). The Decline in Public 

Investment: ‘Social Dominance’ or Too-Rigid Fiscal Rules? Applied Economics, 

54(10), 1123–1136. https://doi.org/10.1080/00036846.2021.1990841 

Delivorias, A. (2021). Introduction to the fiscal framework of the EU – The Maastricht 

treaty, the treaty on stability, coordination and governance in the economic and 

monetary Union, and the stability and growth pact. European Parliament. 

https://doi.org/doi/10.2861/072030 

Der Sächsische Landtag. (2014, June 6). Verleihung der Verfassungsmedaille 2014- Der 

Sächsische Landtag. 

https://web.archive.org/web/20140606202646/http://www.landtag.sachsen.de/de/a

ktuelles/veranstaltungen/10919.aspx 

Destatis. (2022, August 26). Wohnkosten: 10,7 % der Bevölkerung galten 2021 als 

überbelastet. Statistisches Bundesamt. 

https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/08/PD22_N054_61.ht

ml 

Destatis. (2025a). 16,8 % weniger Baugenehmigungen für Wohnungen im Jahr 2024. 

Statistisches Bundesamt. 

https://www.destatis.de/DE/Presse/Pressemitteilungen/2025/02/PD25_061_3111.h

tml 

Destatis. (2025b). Ausgaben und Einnahmen des Öffentlichen Gesamthaushalts. 

Statistisches Bundesamt. https://www.destatis.de/DE/Themen/Staat/Oeffentliche-

Finanzen/Ausgaben-Einnahmen/Tabellen/liste-ausgaben-einnahmen-

finanzierungssaldo-jaehrlich.html 



83 
 

Destatis. (2025c). Construction work completed. Federal Statistical Office. 

https://www.destatis.de/EN/Themes/Economic-Sectors-

Enterprises/Construction/Tables/construction-work.html 

Deutsche Bahn. (2025). Erläuterung Pünktlichkeitswerte für den Juni 2025. 

https://www.deutschebahn.com/de/konzern/konzernprofil/zahlen_fakten/puenktlich

keitswerte-6878476 

Deutscher Bundestag. (2025). Grunderwerbsteueraufkommen leicht gestiegen. Deutscher 

Bundestag. https://www.bundestag.de/presse/hib/kurzmeldungen-1050734 

Deutscher Bundestag: ‘Länder auf Nullschuldenpolitik verpflichten’. (2009). 

https://webarchiv.bundestag.de/archive/2009/1223/dokumente/textarchiv/2009/237

84441_kw10_foedkom/index.html 

Dimap. (2023). Sachsen-Monitor 2023. 

https://www.staatsregierung.sachsen.de/download/dimap-Ergebnisbericht-

Sachsen-Monitor-2023.pdf 

Dimke, M., & Höfgen, M. (2021). Die Modern Monetary Theory. Der Schlüssel Zu Einer 

Fortschrittlichen Finanzpolitik, 34(4), 587–596. https://doi.org/10.1515/fjsb-2021-

0058 

Drazen, A., & Eslava, M. (2010). Electoral manipulation via voter-friendly spending: 

Theory and evidence. Journal of Development Economics, 92(1), 39–52. 

Dullien, S., Gerards Iglesias, S., Hüther, M., & Rietzler, K. (2024). Herausforderungen für 

die Schuldenbremse. Investitionsbedarfe in der Infrastruktur und für die 

Transformation (Nr. 2) [IW-Policy Paper]. 

Dullien, S., & Guérot, U. (2012). The long shadow of ordoliberalism: Germany’s approach 

to the euro crisis. https://ecfr.eu/wp-

content/uploads/ECFR49_GERMANY_BRIEF.pdf 

Ehnts, D. (2023). Makroökonomik: Wirtschaftstheorie für das 21. Jahrhundert (1st edn). 

Springer. https://doi.org/10.1007/978-3-658-41055-1 



84 
 

Ehnts, D. (2024). Fiskalregeln: Die Auswirkungen von Schuldenbremsen: Es ist einfach … 

kompliziert! https://www.wiwo.de/politik/deutschland/fiskalregeln-die-

auswirkungen-von-schuldenbremsen-es-ist-einfach-kompliziert/29686158.html 

Ehnts, D., & Höfgen, M. (2022). Was ist Modern Monetary Theory? Perspektiven Der 

Wirtschaftspolitik, 23(2), 108–119. 

EU GDP growth rate 2024. (2024, July 4). Statista. 

https://www.statista.com/statistics/1070317/eu-gdp-growth-rate/ 

European Central Bank. (2025, November 4). Asset purchase programmes. European 

Central Bank. https://www.ecb.europa.eu/mopo/implement/app/html/index.en.html 

European Commission. (n.d.-a). Medium-Term Budgetary Objectives (MTOs)—European 

Commission. Retrieved 28 August 2025, from https://economy-

finance.ec.europa.eu/economic-and-fiscal-governance/stability-and-growth-

pact/preventive-arm/preventive-arm-prior-2024/medium-term-budgetary-

objectives-mtos_en 

European Commission. (n.d.-b). Stability and Growth Pact—European Commission. 

Retrieved 1 August 2024, from https://economy-finance.ec.europa.eu/economic-

and-fiscal-governance/stability-and-growth-pact_en 

European Commission. (2015). Making the Best Use of the Flexibility Within the Existing 

Rules of the Stability and Growth Pact. COM (2015). 

https://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/2015-01-

13_communication_sgp_flexibility_guidelines_en.pdf 

European Commission. (2022). Communication on orientations for a reform of the EU 

economic governance framework. COM (2022). https://economy-

finance.ec.europa.eu/document/download/43105168-be28-463e-81e7-

8242c59f0cd2_en 

European Commission. (2024a). European economic forecast: Spring 2024.  

Publications Office. https://data.europa.eu/doi/10.2765/219276 



85 
 

European Commission. (2024b). Fiscal governance database—Economy and Finance. 

https://economy-finance.ec.europa.eu/economic-research-and-

databases/economic-databases/fiscal-governance-database_en 

European Commission. (2025). The potential economic impact of the reform of Germany’s 

fiscal framework—Economy and Finance. https://economy-

finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/spring-

2025-economic-forecast-moderate-growth-amid-global-economic-

uncertainty/potential-economic-impact-reform-germanys-fiscal-framework_en 

European Committee of the Regions. (n.d.). CoR - France Fiscal Powers. Retrieved 17 

September 2025, from https://portal.cor.europa.eu/divisionpowers/Pages/France-

Fiscal-Powers.aspx 

Farrington, D. P., Gottfredson, D. C., Sherman, L. W., & Welsh, B. C. (2003). The 

Maryland scientific methods scale. In Evidence-based crime prevention (pp. 13–

21). Routledge. 

Federal Ministry of Finance. (2018). Drucksache 19/6637. 

https://dserver.bundestag.de/btd/19/066/1906637.pdf 

Federal Ministry of Finance. (2020). Der Investitionsbegriff in der Haushaltsgesetzgebung 

und dem Europäischen System der Volkswirtschaftlichen Gesamtrechnung450. 

https://dserver.bundestag.de/btd/19/164/1916450.pdf 

Federal Ministry of Finance. (2025a). Bundesregierung bringt rechtliche Möglichkeit zur 

Lösung der kommunalen Altschuldenproblematik auf den Weg—

Bundesfinanzministerium—Presse. Bundesministerium der Finanzen. 

https://www.bundesfinanzministerium.de/Content/DE/Pressemitteilungen/Finanzpo

litik/2025/01/2025-01-24-kommunale-altschuldenproblematik.html 

Federal Ministry of Finance. (2025b). German government intensifies its investment drive: 

2026 federal budget and fiscal plan to 2029 adopted - Federal Ministry of Finance - 

Press. Bundesministerium Der Finanzen. 



86 
 

https://www.bundesfinanzministerium.de/Content/EN/Pressemitteilungen/2025/202

5-07-30-government-draft-2026-federal-budget.html 

Feld, L. (2019). The quest for fiscal rules. In James M. Buchanan: A Theorist of Political 

Economy and Social Philosophy (pp. 965–990). Springer. 

Feld, L., Hassib, J., Langer, M., & Nientiedt, D. (2024a). Die Schuldenbremse. Ein Garant  

für Nachhaltige Haushaltspolitik. https://www.freiheit.org/sites/default/files/2024-

06/a4_gutachten-schuldenbremse_de-1.pdf 

Feld, L., Hassib, J., Langer, M., Nientiedt, D., & Weber, P. (2024b). Schuldenbremse und 

öffentliche Investitionen: Erwiderung auf Mühlenweg et al. (2024). 

Wirtschaftsdienst, 104(7), 476–481. https://doi.org/10.2478/wd-2024-0123 

Feld, L., & Reuter, W. H. (2021). The German" debt brake": Success factors and 

challenges. Freiburger Diskussionspapiere zur Ordnungsökonomik. 

Feld, L., Reuter, W. H., & Yeter, M. (2019). Öffentliche Investitionen: Die Schuldenbremse 

ist nicht das Problem. Perspektiven Der Wirtschaftspolitik, 20(4), 292–303. 

https://doi.org/doi:10.1515/pwp-2020-0002 

Finanzagentur. (2024, April 20). Bietergruppe Bundesemissionen. https://www.deutsche-

finanzagentur.de/bundeswertpapiere/emissionen/bietergruppe 

Finanzagentur. (n.d.-a). Auction Process. Deutsche Finanzagentur. Retrieved 21 

September 2025, from https://www.deutsche-finanzagentur.de/en/federal-

securities/issuances/auction-process 

Finanzagentur. (n.d.-b). Bund Issues Auction Group. Deutsche Finanzagentur. Retrieved 

21 September 2025, from https://www.deutsche-finanzagentur.de/en/federal-

securities/issuances/bund-issues-auction-group 

Finanzagentur. (n.d.-c). Bundesschatzanweisungen. Deutsche Finanzagentur. Retrieved 3 

November 2025, from https://www.deutsche-

finanzagentur.de/bundeswertpapiere/bundeswertpapierarten/bundesschatzanweis

ungen 



87 
 

Finanzagentur. (n.d.-d). Gläubigerstruktur. Deutsche Finanzagentur. Retrieved 2 

September 2024, from https://www.deutsche-finanzagentur.de/finanzierung-des-

bundes/der-bund-als-emittent/glaeubigerstruktur 

Fletcher, K., Kemp, H., & Sher, G. (2024). Germany’s Real Challenges are Aging, 

Underinvestment, and Too Much Red Tape. IMF. 

https://www.imf.org/en/News/Articles/2024/03/27/germanys-real-challenges-are-

aging-underinvestment-and-too-much-red-tape 

Fremerey, M., Lichter, A., & Löffler, M. (2022). Fiscal and economic effects of local 

austerity. CESifo working papers, 9800. 

https://www.ifo.de/DocDL/cesifo1_wp9800.pdf 

Fuest, C., Gründler, K., Nübling, M., Potrafke, N., & Schlepper, M. (2024). Die deutsche 

Schuldenbremse—Stabilitätsanker oder Investitionsblocker? Ifo Schnelldienst, 

77(Nr. 1), 44–48. 

Fuest, C., Gründler, K., Potrafke, N., Fratzscher, M., Kriwoluzky, A., Michelsen, C., Hüther, 

M., Bofinger, P., Feld, L. P., & Reuter, W. H. (2019). Schuldenbremse—

Investitionshemmnis oder Vorbild für Europa? Wirtschaftsdienst, 99(5), 307–329. 

https://doi.org/10.1007/s10273-019-2451-7 

Fukuyama, F. (2014). America in decay: The sources of political dysfunction. Foreign Aff., 

93, 5. 

Gabriel, R. D., Klein, M., & Pessoa, A. S. (2025). Political Costs of Austerity. Review of 

Economics and Statistics, 1-17. 

Galofré-Vilà, G., Meissner, C. M., McKee, M., & Stuckler, D. (2021). Austerity and the Rise 

of the Nazi Party. The Journal of Economic History, 81(1), 81–113. 

Ganelli, M. G., & Tervala, J. (2016). The welfare multiplier of public infrastructure 

investment. International monetary fund. 

Gaspar, V., & Buti, M. (2021, July 8). Maastricht values. CEPR. 

https://cepr.org/voxeu/columns/maastricht-values 



88 
 

George, S., Salomo, K., & Pfaff, T. (2025). Socio-spatial inequalities in urban mobility: The 

immigrant-native travel time gap in German cities – a mixed method study. Journal 

of Ethnic and Migration Studies, 51, 3218–3242. 

https://doi.org/10.1080/1369183X.2025.2492346 

Giacobbe, P., Ordine, P., & Rose, G. (2023). The effects of relaxing fiscal rules on Political 

Budget Cycle: A difference-in-discontinuities analysis on Italian municipalities. 

Electoral Studies, 88. https://doi.org/10.1016/j.electstud.2024.102761 

Giuriato, L., & Gastaldi, F. (2009). The domestic stability pact in Italy: A rule for discipline? 

MPRA Paper, 15183. https://mpra.ub.uni-muenchen.de/15183/ 

Glaeser, E., & Poterba, J. (2021). Economic Perspectives on Infrastructure Investment. In 

Rebuilding the Post-Pandemic Economy. Aspen Institute Press. 

https://www.economicstrategygroup.org/publication/poterba-glaeser 

Graeber, D. (2014). Debt: The first 5,000 years, updated and expanded. Melville House. 

Grimm, V., Malmendier, U., Schnitzer, M., Truger, A., & Werding, M. (2024). Die 

Schuldenbremse nach dem BVerfG-Urteil: Flexibilität erhöhen-Stabilität wahren. 

Policy-Brief, 1, 1–11. 

Gupta, S., Kangur, A., Papageorgiou, C., & Wane, A. (2014). Efficiency-adjusted public 

capital and growth. World Development, 57, 164–178. 

Haffert, L., Redeker, N., & Rommel, T. (2021). Misremembering Weimar: Hyperinflation, 

the great depression, and German collective economic memory. Economics & 

Politics, 33(3), 664–686. 

Harvey, D. (2007). Neoliberalism as creative destruction. The Annals of the American 

Academy of Political and Social Science, 610(1), 21–44. 

Haug, A. A., & Sznajderska, A. (2024). Government spending multipliers: Is there a 

difference between government consumption and investment purchases? Journal 

of Macroeconomics, 79, 103584. https://doi.org/10.1016/j.jmacro.2023.103584 

Hausner, K. H., & Simon, S. (2015). Experiences with budget rules in Switzerland and 

Germany. Intereconomics, 50(2), 99–107. 



89 
 

Hayek, F. A., & Hamowy, R. (2020). The constitution of liberty: The definitive edition. 

Routledge. 

Heimberger, P. (2021, May 17). Die deutschen Inflationssorgen speisen sich aus einem 

verzerrten Geschichtsbild. https://www.handelsblatt.com/meinung/homo-

oeconomicus/gastkommentar-homo-oeconomicus-die-deutschen-inflationssorgen-

speisen-sich-aus-einem-verzerrten-geschichtsbild/27179124.html 

Heimberger, P. (2023). Do higher public debt levels reduce economic growth? Journal of 

Economic Surveys, 37(4), 1061–1089. https://doi.org/10.1111/joes.12536 

Heinemann, F., Nover, J., & Steger, P. (2025). State-owned enterprises, fiscal 

transparency, and the circumvention of fiscal rules: The case of Germany. 

European Journal of Political Economy, 86, 102633. 

Hellermann, J. (2024). Finanzverfassungsrechtliche Fragen im Zusammenhang mit der 

Aufstellung des Bundeshaushalts 2025. https://www.zeit.de/wirtschaft/2024-

08/gutachten.pdf?appLinkHandling=true 

Hentze, T. (2025). Sondervermögen Infrastruktur und Klimaneutralität. Ein 

Verschiebebahnhof mit vielen Gleisen. 

https://www.iwkoeln.de/fileadmin/user_upload/Studien/Kurzberichte/PDF/2025/IW-

Kurzbericht_2025-Sonderverm%C3%B6gen-Verschiebebahnhof.pdf 

Herndon, T., Ash, M., & Pollin, R. (2014). Does high public debt consistently stifle 

economic growth? A critique of Reinhart and Rogoff. Cambridge Journal of 

Economics, 38(2), 257–279. 

Herrmann, K. (2011). Der Missbrauch kommunaler Kassenkredite. Wirtschaftsdienst, 

91(10), 686–693. 

Hesse, M. (2024). Ausmaß der kommunalen Investitionsbedarfe und Ursachen der 

unzureichenden Infrastrukturfinanzierung. Dms–Der Moderne Staat–Zeitschrift Für 

Public Policy, Recht Und Management, 16(2), 317–339. 



90 
 

Heyl, B., & Richardsen, N. (2025). Ausgebaut! 

https://www.transportenvironment.org/uploads/files/20250415_TE_Bruckensanieru

ng.pdf 

Hickel, R. (2024). Generationengerechtigkeit statt Schuldenbremse. Für Eine 

Finanzpolitische Zeitenwende, Blätter Für Deutsche Und Internationale Politik, 

4(2024), 107–114. 

Higgins, J. P., Morgan, R. L., Rooney, A. A., Taylor, K. W., Thayer, K. A., Silva, R. A., 

Lemeris, C., Akl, E. A., Bateson, T. F., & Berkman, N. D. (2024). A tool to assess 

risk of bias in non-randomized follow-up studies of exposure effects (ROBINS-E). 

Environment International, 186, 108602. 

HM Treasury. (2025). Charter for Budget Responsibility Autumn 2024. 

Höpfner, S. (2016). KfW Research: German municipalities require significant investment in 

school infrastructure. https://www.kfw.de/About-KfW/Newsroom/Latest-

News/Pressemitteilungen-Details_376960.html 

European Council. (2023, October 27). How Maastricht changed Europe.  

https://www.consilium.europa.eu/en/maastricht-treaty/ 

Howarth, D., & Rommerskirchen, C. (2013). A panacea for all times? The German stability 

culture as strategic political resource. West European Politics, 36(4), 750–770. 

Hübscher, E., Sattler, T., & Wagner, M. (2023). Does Austerity Cause Polarization? British 

Journal of Political Science, 53(4), 1170–1188. 

https://doi.org/10.1017/S0007123422000734 

Hüther, M., & Südekum, J. (2020a). Die Schuldenbremse nach der Corona-Krise. 

Wirtschaftsdienst, 100(10), 746–752. https://doi.org/10.1007/s10273-020-2757-5 

Hüther, M., & Südekum, J. (2020b). How to re-design German fiscal policy rules after the 

COVID19 pandemic. IW-Policy Paper. 

ifo Institut. (2025). Mehrheiten für Lockerung der Schuldenbremse reichen in vielen 

Bundesländern nicht. https://www.ifo.de/pressemitteilung/2025-03-11/mehrheiten-

fuer-lockerung-der-schuldenbremse-reichen-in-vielen-bundeslaendern-nicht 



91 
 

Ilzetzki, E., Mendoza, E. G., & Végh, C. A. (2013). How big (small?) are fiscal multipliers? 

Journal of Monetary Economics, 60(2), 239–254. 

IMF. (2009). Fiscal Rules—Anchoring Expectations for Sustainable Public Finances. 

International Monetary Fund. 

IMF. (2015). Making Public Investment More Efficient. IMF. 

https://www.imf.org/external/np/pp/eng/2015/061115.pdf 

IMF. (2022). Report for Selected Countries and Subjects. IMF. 

https://www.imf.org/en/publications/weo/weo-database/2022/october/weo-report 

IMF. (2024a). Japan: Staff Concluding Statement of the 2024 Article IV Mission. IMF. 

https://www.imf.org/en/News/Articles/2024/02/08/mcs020824-japan-staff-

concluding-statement-of-the-2024-article-iv-mission 

IMF. (2024b, July 18). Germany—2024 Article IV Consultation. IMF Country Report, No. 

24/229. https://www.imf.org/-

/media/Files/Publications/CR/2024/English/1DEUEA2024001.ashx 

IMF. (2025). World Economic Outlook—General government gross debt.  

https://www.imf.org/external/datamapper/GGXWDG_NGDP@WEO 

Immoscout24. (2024). Jede:r Zweite sucht länger als ein Jahr nach einem neuen 

Zuhause. 

https://www.immobilienscout24.de/unternehmen/fileadmin/user_upload/20240425_

IS24_Umzuege.pdf 

Ingenieurkammer-Bau Nordrhein-Westfalen. (2025). Schlanke Richtlinie statt dicker 

Regelwerke – Nordrhein-Westfalen macht Stahlbau im Land einfacher und 

bezahlbarer. https://ikbaunrw.de/kammer/aktuell/meldungen/Ministerin-

Scharrenbach-Schlanke-Richtlinie-statt-dicker-Regelwerke-Nordrhein-Westfalen-

macht-Stahlbau-in-Nord-rhein-Westfalen-einfacher-und-bezahlbarer.php 

Ingham, G. (2004). The nature of money. Economic Sociology: European Electronic 

Newsletter, 5(2), 18-28.  



92 
 

Jürgens, E. (2022). The effects of fiscal rules on public investment over the cycle. FMM 

Working Paper. 

Kamps, C., & Leiner-Killinger, N. (2019). Taking stock of the functioning of the EU fiscal 

rules and options for reform. Available at SSRN 3445380. 

https://www.ecb.europa.eu/pub/pdf/scpops/ecb.op231~c1ccf67bb3.en.pdf 

Kapeller, J., Puehringer, S., & Grimm, C. (2022). Paradigms and policies: The state of 

economics in the German-speaking countries. Review of International Political 

Economy, 29(4), 1183–1210. https://doi.org/10.1080/09692290.2021.1904269 

Karagounis, K., Syrrakos, D., & Simister, J. (2015). The stability and growth pact, and 

balanced budget fiscal stimulus: Evidence from Germany and Italy. 

Intereconomics, 50(1), 32–39. 

Kelton, S. (2011). Limitations of the government budget constraint: Users vs. Issuers of 

the currency. Panoeconomicus, 58(1), 57–66. 

Kempen, A. (2025, November 14). Interaktive Karte: Das Steueroasen-Verzeichnis. 

FragDenStaat. https://fragdenstaat.de/artikel/exklusiv/2025/11/das-steueroasen-

verzeichnis/ 

Kirchgässner, G. (2017). The debt brake of the German states: A faulty design? 

Constitutional Political Economy, 28(3), 257–269. 

Kirchsteiger, G., & Larch, M. (2023, September 18). In for a penny, in for a pound: The 

enforcement dilemma of EU fiscal rules. CEPR. 

http://cepr.org/voxeu/columns/penny-pound-enforcement-dilemma-eu-fiscal-rules 

Koch, M., & Meiritz, A. (2024, October 24). Gita Gopinath: IWF-Vizechefin warnt vor 

„Massenentlassungen“ durch KI. 

https://www.handelsblatt.com/politik/international/gita-gopinath-iwf-vizechefin-

warnt-vor-massenentlassungen-durch-ki/100081965.html 

Kopits, G. (2016). The case for an independent fiscal institution in Japan. International 

Monetary Fund. https://www.imf.org/external/pubs/ft/wp/2016/wp16156.pdf 



93 
 

Korioth, S., & Müller, M. W. (2021). Die Konjunkturkomponente der Schuldenbremse – 

Spielräume und Grenzen. 

https://www.wirtschaftsdienst.eu/inhalt/jahr/2021/heft/12/beitrag/die-

konjunkturkomponente-der-schuldenbremse-spielraeume-und-grenzen.html 

Kozaczyńska, A. (2025). Germany’s Debt Brake: A Crisis of Uncertainty. 

https://www.osw.waw.pl/sites/default/files/OSW_Commentary_642.pdf 

Kramer, J. (2015, June 22). Can This Man Save Italy? The New Yorker. 

https://www.newyorker.com/magazine/2015/06/29/the-demolition-man 

Krebs, T., & Kaczmarczyk, P. (2025). Wirtschaftliche Auswirkungen von Militärausgaben in 

Deutschland. Universität Mannheim. https://www.vwl.uni-

mannheim.de/media/Lehrstuehle/vwl/Krebs/Studie_militaer_final-1.pdf 

Krugman, P. (2013). The Excel Depression. 

https://www.nytimes.com/2013/04/19/opinion/krugman-the-excel-depression.html 

Labarca, J. T. (2025). Towards a (Minority) Shareholder State? The Labour Government’s 

Fiscal Framework. Political Quarterly, 96(2), 305–313. 

https://doi.org/10.1111/1467-923X.13517 

Landesdirektion Sachsen. (2013). Kommunales Wirtschaftsrecht—Rechtsgeschäfte—

Kreditähnliche Rechtsgeschäfte | Kreditähnliche Rechtsgeschäfte. 

https://www.lds.sachsen.de/kommunal21/?ID=144&art_param=26 

Langer, M., Hassib, J., Feld, L. P., & Nientiedt, D. (2025). Evaluating the Effects of the 

German Debt Brake: A Synthetic Control Approach. CESifo Working Papers, 

11933. 

Larch, M., & van der Wielen, W. (2025). Comply and invest: The effect of EU fiscal rules 

on public investment. Empirical Economics. https://doi.org/10.1007/s00181-025-

02778-1 

Le Monde diplomatique. (2014, October 1). La règle des 3 % de déficit est née sur un coin 

de table. Le Monde diplomatique. https://www.monde-

diplomatique.fr/2014/10/A/50854 



94 
 

Le Parisien. (2012, September 28). 3% de déficit: «Le chiffre est né sur un coin de table». 

leparisien.fr. https://www.leparisien.fr/archives/le-chiffre-est-ne-sur-un-coin-de-

table-28-09-2012-2185515.php 

Lehtimäki, J. (2025). The fiscal and macroeconomic effects of fiscal rules. Journal of 

Economics/ Zeitschrift Fur Nationalokonomie. https://doi.org/10.1007/s00712-025-

00909-x 

Lenk, T., Bender, C., & Glinka, P. (2020). The German Debt Brake Approaches for an 

Improvement of the Technical Design. Vierteljahrshefte Zur Wirtschaftsforschung, 

1, 31–44. 

Lenk, T., Hesse, M., Kilian, M., Rottmann, O., & Starke, T. (2016). Zukunftswirksame 

Ausgaben der öffentlichen Hand: Eine infrastrukturbezogene Erweiterung des 

öffentlichen Investitionsbegriffs. Universität Leipzig. 

https://orlis.difu.de/handle/difu/227130 

Lindner, C. (2023, November 3). Christian Lindner: Die Schuldenbremse hat eine höhere 

Weisheit – Gastbeitrag. Der Spiegel. 

https://www.spiegel.de/politik/deutschland/christian-lindner-die-schuldenbremse-

hat-eine-hoehere-weisheit-gastbeitrag-a-cc56978a-8702-4094-9b27-df0da7fd8550 

LTO. (2023). BVerfG mit Grundsatzurteil zur Schuldenbremse. Legal Tribune Online. 

https://www.lto.de/recht/nachrichten/n/bverfg-2BvF122-haushalt-schuldenbremse-

bundestag-finanzverfassung 

Makronom. (2017, September 28). Das Vermächtnis des schwäbischen Hausmannes. 

Makronom. https://makronom.de/wolfgang-schaueble-das-vermaechtnis-des-

schwaebischen-hausmannes-23087 

Manasse, P. (2015, January 27). The EU new fiscal flexibility guidelines: An assessment. 

CEPR. http://cepr.org/voxeu/columns/eu-new-fiscal-flexibility-guidelines-

assessment 



95 
 

Mancini, A. L., & Tommasino, P. (2023). Fiscal Rules and the Reliability of Public 

Investment Plans: Evidence from Local Governments. European Journal of 

Political Economy, 79. https://doi.org/10.1016/j.ejpoleco.2023.102415 

Manow, P. (2001). Ordoliberalismus als ökonomische Ordnungstheologie. Leviathan, 

29(2), 179–198. 

Margaret Thatcher Foundation. (1983). Speech to Conservative Party Conference. 

https://www.margaretthatcher.org/document/105454 

Margaret Thatcher Foundation. (1987). Interview for Woman’s Own (‘no such thing [as 

society]’). https://www.margaretthatcher.org/document%2F106689 

Mason, J. W. (2011, June 3). Anything We Can Do, We Can Afford. 

https://jwmason.org/slackwire/keynes-quote-of-day-2/ 

McGuinness, L. A., & Higgins, J. P. T. (2020). Risk-of-bias VISualization (robvis): An R 

package and Shiny web app for visualizing risk-of-bias assessments. 

https://doi.org/10.1002/jrsm.1411 

McLeay, M., Radia, A., & Thomas, R. (2014). Money creation in the modern economy. 

Bank of England Quarterly Bulletin, Q1. 

Mocanu, T., Joshi, J., & Winkler, C. (2021). A data-driven analysis of the potential of public 

transport for German commuters using accessibility indicators. European 

Transport Research Review, 13(1), 54. https://doi.org/10.1186/s12544-021-00507-

0 

Moses Mendelssohn Institut. (2025). Neue Zahlen zu Studentischen Wohnkosten 

Sommersemester 2025. https://moses-mendelssohn-

institut.de/aktuelles/SoSe2025/ 

Mosler, M., & Schaltegger, C. (2024). The Swiss Debt Brake Is Democratic, Strict, 

Transparent, and Binding. A Model to Follow? Economists’ Voice, 21(1), 213–218. 

https://doi.org/10.1515/ev-2024-0021 

Mühlenweg, L., & Gerling, L. (2023). Do Fiscal Rules Reduce Public Investment? 

Evidence from European Regions. SSRN. https://doi.org/10.2139/ssrn.4562321 



96 
 

Mühlenweg, L., Kaczmarczyk, P., Hornung, L., & Kleimeier, N. (2024). Die 

Schuldenbremse—Ein Garant für nachhaltige Haushaltspolitik? Eine Kritik von 

Feld et al. [Fachtexte]. Dezernat Zukunft e.V. https://hdl.handle.net/10419/300902 

Münch, U. (2024). Pessimismus auch mit Blick auf die politische Lage. Ifo Schnelldienst, 

77(3), 3–6. 

Müther, A. M., & Waltersbacher, M. (2025). Zentrale Ergebnisse der BBSR-

Wohnungsbedarfsprognose. Neubaubedarfe in Deutschland bis 2030. (No. BBSR-

Analysen KOMPAKT 05/2025). https://doi.org/10.58007/kxyg-cm28 

OECD. (2023a). Education at a Glance 2023. Country Note Germany. 

https://gpseducation.oecd.org/Content/EAGCountryNotes/EAG2023_CN_DEU_pdf

.pdf 

OECD. (2023b). Government at a Glance 2023. https://doi.org/10.1787/3d5c5d31-en 

OECD. (2024). OECD Economic Surveys: United States 2024. OECD Publishing. 

https://www.oecd.org/en/publications/oecd-economic-surveys-united-states-

2024_cdfff156-en.html 

Office of Management and Budget. (2010). The Statutory Pay-As-You-Go Act of 2010: A 

Description. The White House. https://obamawhitehouse.archives.gov/node/18354 

Page, M. J., McKenzie, J. E., Bossuyt, P. M., Boutron, I., Hoffmann, T. C., Mulrow, C. D., 

Shamseer, L., Tetzlaff, J. M., Akl, E. A., & Brennan, S. E. (2021). The PRISMA 

2020 statement: An updated guideline for reporting systematic reviews. Bmj, 372. 

Palin, E. J., Stipanovic Oslakovic, I., Gavin, K., & Quinn, A. (2021). Implications of climate 

change for railway infrastructure. Wiley Interdisciplinary Reviews: Climate Change, 

12(5), e728. 

Palley, T. I. (2005). From Keynesianism to neoliberalism: Shifting paradigms in economics. 

Neoliberalism: A Critical Reader, 268, 20–29. 

Pavese, C., & Rubolino, E. (2021). Do Fiscal Restraints Harm Test Scores? Evidence 

from Italy. University Ca’Foscari of Venice, Dept. of Economics Research Paper 

Series No, 2. 



97 
 

Pawson, R., Greenhalgh, T., Harvey, G., & Walshe, K. (2005). Realist review-a new 

method of systematic review designed for complex policy interventions. Journal of 

Health Services Research & Policy, 10(1_suppl), 21–34. 

Peppel-Srebrny, J. (2021). Not all government budget deficits are created equal: Evidence 

from advanced economies’ sovereign bond markets. Journal of International 

Money and Finance, 118, 102460. 

Pérez, F., & Benages, E. (2023). Public investment, deficit and public debt in Spain, 1995-

2022 (pp. 85–98). https://doi.org/10.11647/OBP.0386.05 

Pestel Institute. (2023). Bauen und Wohnen in der Krise. Aktuelle Entwicklungen und 

Rückwirkungen auf Wohnungsbau und Wohnungsmärkte. 

https://mieterbund.de/app/uploads/2023/06/Studie_-

_Bauen_und_Wohnen_in_der_Krise.pdf 

Phillips, M. (2016, August 16). Joseph Stiglitz on Brexit, Europe’s long cycle of crisis, and 

why German economics is different. Quartz. https://qz.com/744854/joseph-stiglitz-

euro-future-of-europe-book 

Piguillem, F., & Riboni, A. (2021). Fiscal rules as bargaining chips. The Review of 

Economic Studies, 88(5), 2439–2478. 

Pokraka, D. (2024). Brandbrief: Was führende Unternehmen von der Politik erwarten. 

tagesschau.de. 

https://www.tagesschau.de/wirtschaft/unternehmen/unternehmensappell-politik-

transformation-100.html 

Pope, T., Hourston, P., & Sangha, S. (2024, November 26). Fiscal rules in the UK since 

1997. Institute for Government. 

https://www.instituteforgovernment.org.uk/explainer/fiscal-rules-history 

Potrafke, N. (2023). The Economic Consequences of Fiscal Rules. CESifo Working 

Papers. No. 10765. https://www.ifo.de/DocDL/cesifo1_wp10765.pdf 

Potrafke, N., Riem, M., & Schinke, C. (2016). Debt brakes in the German states: 

Governments’ rhetoric and actions. German Economic Review, 17 (2), 253–275. 



98 
 

Priewe, J. (2020). Why 60 and 3 percent? European debt and deficit rules-critique and 

alternatives. European Journal of Economics and Economic Policie, 17 (2), 111–

126. 

Projektteam „Aktive Regionalentwicklung“. (2025). Konzeptpapier zur Einführung einer 

progressiven kommunalen Schuldenbremse (PKS). 

https://srek.wiesenburgmark.de/wp-content/uploads/2025/03/Konzeptpapier-zur-

progressive-kommunale-Schuldenbremse-25.03.2025.pdf 

Puls, T., & Schmitz, E. (2025). Wie stark beeinträchtigt der Zustand der 

Verkehrsinfrastruktur die Unternehmen in Deutschland? IW-Trends, 3. 

https://www.iwkoeln.de/fileadmin/user_upload/Studien/IW-Trends/PDF/2025/IW-

Trends_2025-03-05_Puls_Schmitz.pdf 

Raffer, C., & Scheller, H. (2024). KfW-Kommunalpanel 2024. 

https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-

Dokumente-KfW-Kommunalpanel/KfW-Kommunalpanel-2024.pdf 

Raffer, C., Scheller, H., von Zahn, F., Borghorst, M., & Brilon, S. (2025). KfW-

Kommunalpanel 2025. https://www.kfw.de/PDF/Download-

Center/Konzernthemen/Research/PDF-Dokumente-KfW-Kommunalpanel/KfW-

Kommunalpanel-2025.pdf 

Reeves, A., Basu, S., McKee, M., Meissner, C., & Stuckler, D. (2013). Does investment in 

the health sector promote or inhibit economic growth? Globalization and Health, 

9(1), 43. 

Reinhart, C. M., & Rogoff, K. S. (2010). Growth in a Time of Debt. American Economic 

Review, 100(2), 573–578. 

Rietzler, K., & Watt, A. (2022). Public Investment in Germany: Squaring the Circle (pp. 41–

53). https://doi.org/10.11647/OBP.0328.03 

Rodden, J. (2002). The dilemma of fiscal federalism: Grants and fiscal performance 

around the world. American Journal of Political Science, 46(3). 670–687. 



99 
 

Rösel, F., & Wolffson, J. (2022). Chronischer Investitionsmangel—Eine deutsche 

Krankheit. Wirtschaftsdienst, 102(7), 529–533. 

Russwurm, S. (2024, June 24). Wirtschaftliche Sicherheit und Zusammenhalt in 

polarisierten Welten stärken. https://bdi.eu/artikel/news/tag-der-industrie-tdi-

wirtschaftliche-sicherheit-zusammenhalt-in-polarisierten-welten-staerken 

Sachdeva, M., & Saravelos, G. (2025). What do stablecoins mean for dollar dominance? 

Deutsche Bank Research. https://www.dbresearch.com/PROD/RI-

PROD/PDFVIEWER.calias?pdfViewerPdfUrl=PROD0000000000602780 

Sachverständigenrat. (2019). Die Schuldenbremse: Nachhaltig, Stabilisierend, Flexibel. 

https://www.sachverstaendigenrat-

wirtschaft.de/fileadmin/dateiablage/gutachten/jg201920/JG201920_05_Schulden.p

df 

Sagner, P., & Voigtländer, M. (2025). IW-Wohnindex. Wohnungsmarkt 2025 – Rückkehr 

zur Normalität verläuft schleppend. IW-Report, 4. 

https://www.iwkoeln.de/fileadmin/user_upload/Studien/Report/PDF/2025/IW-

Report_2025-IW-Wohnindex-Q4-2024.pdf 

Sahr, A. (2022). Die monetäre Maschine: Eine Kritik der finanziellen Vernunft. CH Beck. 

Sahr, A., Karth, F., & Müller, C. (2020). Staatliche Zahlungs(un)fähigkeit. 

https://www.soziopolis.de/staatliche-zahlungsunfaehigkeit.html 

Salvi, M., Schaltegger, C. A., & Schmid, L. (2020). Fiscal Rules Cause Lower Debt: 

Evidence from Switzerland’s Federal Debt Containment Rule. Kyklos, 73(4), 605–

642. 

Scheffel, S. (2023, November 21). Schuldenbremse in Deutschland: Was ist das und 

wie stehen die Parteien dazu? https://www.rnd.de/politik/schuldenbremse-in-

deutschland-was-ist-das-und-wie-stehen-die-parteien-dazu-

7A64HLNZD5F3REC77SBKPNSLWU.html 

Scholz, B. (2021). Die grundgesetzliche Schuldenbremse und ihre Umsetzung durch 

Bund und Länder sowie die haushaltspolitische Umsetzung der 



100 
 

Notlagenverschuldung in der Corona-Pandemie. DGB. 

https://www.dgb.de/fileadmin/import/Aktuelles/News/Studie-

_Diegrundgesetzliche_Schuldenbremse_und_ihre_Umsetzung_durch_Bund_und_

L%C3%A4ndersowie_die_haushaltspolitische_Umsetzung_der_Notlagenverschul

dungin_der_Corona-Pandemie.pdf 

Schröder, D., May-Beckmann, O., Merk, L., Müller, L., & Barandiaran, A. (2025). 

Abschlussbericht Wertschöpfung ÖPNV. https://mcube-cluster.de/wp-

content/uploads/2025/05/FINAL-

MCube_WertschoepfungOePNV_Abschlussbericht_MobileVersion.pdf 

Seehaus, S., & Peráček, T. (2024). The Impact of the Constitutional Court Ruling of 15 

November 2023 on the Federal Government’s Budget Planning and the Potential 

Increase in Insolvency Cases in Germany. Juridical Tribune - Review of 

Comparative and International Law, 14(2), 178–195. 

https://doi.org/10.62768/TBJ/2024/14/2/01 

Shaffril, H. A. M., Samsuddin, S. F., & Samah, A. A. (2020). The ABC of systematic 

literature review: The basic methodological guidance for beginners. Quality & 

Quantity, 55, 1319–1346. 

Sheremirov, V., & Spirovska, S. (2022). Fiscal multipliers in advanced and developing 

countries: Evidence from military spending. Journal of Public Economics, 208, 

104631. 

Shobande, O. A., & Ogbeifun, L. (2025). Debt by rules: Recrafting impact of infrastructure 

investments and business cycles on debt sustainability. Structural Change and 

Economic Dynamics, 73, 282–306. https://doi.org/10.1016/j.strueco.2025.01.009 

Tcherneva, P. R. (2016). Money, power, and monetary regimes (Working Paper No. 861). 

Levy Economics Institute of Bard College. https://hdl.handle.net/10419/173470 

Thiel, E. (2002, March 15). Der Stabilitäts- und Wachstumspakt: Testfall ‘blauer Brief’. 

Stiftung Wissenschaft und Politik (SWP). https://www.swp-

berlin.org/publikation/der-stabilitaets-und-wachstumspakt-testfall-blauer-brief 



101 
 

Thiele, A. (2015). The ‘German Way’of curbing public debt: The constitutional debt brake 

and the fiscal compact–why Germany has to work on its language skills. European 

Constitutional Law Review, 11(1), 30–54. 

Thiele, U. (2018). Ausnahmezustand. In R. Voigt (Ed.), Handbuch Staat (pp. 405–414). 

Springer Fachmedien Wiesbaden. https://doi.org/10.1007/978-3-658-20744-1_36 

Tkacevs, O. (2020). Secular Decline in Public Investment: Are National Fiscal Rules to 

Blame? Latvijas Banka Working Paper, 4. 

https://datnes.latvijasbanka.lv/papers/wp_4_2020_en.pdf 

Tooze, J. A. (2014). The deluge: The Great War, America and the remaking of the global 

order, 1916-1931. Penguin. 

Truger, A., & Will, H. (2013). The German “debt brake”: A shining example for European 

fiscal policy? Revue de l’OFCE, 127(1), 153–188. 

van de Ven, P. (2021). Defining infrastructure. OECD. 

https://one.oecd.org/document/SDD/CSSP/WPNA(2021)1/en/pdf 

Venturini, F. (2020). The unintended composition effect of the subnational government 

fiscal rules: The case of Italian municipalities. European Journal of Political 

Economy, 63. https://doi.org/10.1016/j.ejpoleco.2020.101874 

Vinturis, C. (2023). How Do Fiscal Rules Shape Governments’ Spending Behavior? 

Economic Inquiry, 61(2), 322–341. 

Waldhoff, C. (2024). The Debt Brake as a Means of Intertemporally Safeguarding 

Freedom: On the Ruling of the German Federal Constitutional Court on the 

Second Supplementary Budget Act 2021 (Zweites Nachtragshaushaltsgesetz 

2021). European Constitutional Law Review, 20(4), 699–712. 

Weber, P., Zell, L. A., Feld, L. P., & Schaltegger, C. A. (2024). Functionality of Fiscal Rules 

in a Low Interest Rate Environment—New Empirical Results for Swiss Cantons. 

CESifo Working Papers. No. 11351. 

https://www.ifo.de/en/cesifo/publications/2024/working-paper/functionality-fiscal-

rules-low-interest-rate-environment-new 



102 
 

Weck, T. (2025). Infrastruktur, Rüstung und die Schuldengrenze – die rechtliche Sicht. 

Wirtschaftsdienst, 105(3), 185–188. https://doi.org/10.2478/wd-2025-0050 

Weimar constitution—Wikisource. (n.d.). Retrieved 28 August 2025, from 

https://en.wikisource.org/wiki/Weimar_constitution 

Weitz, H. (2024a). Öffentliche Bauinvestitionen. Brancheninfo Bau. 

https://www.bauindustrie.de/zahlen-fakten/publikationen/brancheninfo-

bau/oeffentliche-bauinvestitionen 

Weitz, H. (2024b, July 4). Investitionsrückstand der Kommunen. Brancheninfo Bau. 

https://www.bauindustrie.de/zahlen-fakten/publikationen/brancheninfo-

bau/investitionsrueckstand-der-kommunen 

Werner, K., Freundl, V., Pfaehler, F., Wedel, K., & Wößmann, L. (2024). Meinungen zum 

Bildungssystem im Bundesländervergleich–Ergebnisse des ifo 

Bildungsbarometers 2024. Ifo Schnelldienst, 77(09), 29–42. 

What Works Centre. (2016). Guide to scoring evidence using the Maryland Scientific 

Methods Scale. https://whatworksgrowth.org/wp-content/uploads/16-06-

28_Scoring_Guide.pdf 

Wijsman, S., & Crombez, C. (2021). Do fiscal rules decrease public investment? Evidence 

from European panel data. European Journal of Economics and Economic 

Policies: Intervention (EJEEP), 18(1), 55–76. 

https://doi.org/10.4337/ejeep.2020.0070 

Wirtschaftsrat der CDU. (2009, January 11). Verankerung der Einführung einer  

Schuldenbremse in die Verfassung. Statista. 

https://de.statista.com/statistik/daten/studie/3031/umfrage/verankerung-der-

einfuehrung-einer-schuldenbremse-in-die-verfassung/ 

Wissenschaftlicher Dienst, D. B. (2020). Verfahren und Wirkungen bei der Emission von 

Bundeswertpapieren (No. Aktenzeichen: WD 4-3000-129/20). Deutscher 

Bundestag. 



103 
 

https://www.bundestag.de/resource/blob/817896/0e5f603c0bd9ce9680418abfadc3

22b6/WD-4-129-20-pdf-data.pdf 

Wolff, S. (2014). Kommunalanleihen in Deutschland—Ist der klassische Kredit ein 

Auslaufmodell? KfW Economic Research. Volkswirtschaft Kompakt, 62. 

https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-

Dokumente-Volkswirtschaft-Kompakt/One-Pager-2014/VK-Nr.-62-Dezember-

2014.pdf 

Wong, G., Greenhalgh, T., Westhorp, G., Buckingham, J., & Pawson, R. (2013). 

RAMESES publication standards: Realist syntheses. BMC Medicine, 11(1), 21. 

Wray, L. R. (2015). Conclusions: Modern Money Theory for Sovereign Currencies. In 

Modern Money Theory: A Primer on Macroeconomics for Sovereign Monetary 

Systems (pp. 270–292). Springer. 

ZDF Politbarometer. (2024, June 28). Umfrage zur Lockerung der Schuldenbremse 2024. 

Statista. https://de.statista.com/statistik/daten/studie/1425327/umfrage/lockerung-

der-schuldenbremse/ 

Zentrales Finanzwesen des Bundes. (n.d.). Zentralreferat—ZRB. Retrieved 19 November 

2025, from https://zrb.bund.de/zfb/zentralreferat 

Zentralverband Deutsches Baugewerbe. (2024, December 13). Baukonjunktur 2024 / 

2025—Investitionsstau im öffentlichen Bau gefährdet Infrastruktur. Vergabeblog. 

https://vergabeblog.de/2024-12-13/baukonjunktur-2024-2025-zdb/ 

 

 

 

 

 

 



104 
 

IV. Appendix 
 

Table A1: Summary of inclusion and exclusion criteria 

Criteria Include Exclude 
Population • municipalities, federal states, 

regions 

• EU and OECD members 

• global samples 

• exclusively micro-level studies  

• Studies on exclusively non-

EU/OECD countries 

Exposures • Introduction, tightening, or 

reforms/modifications of fiscal rules 

• Fiscal consolidation measures  
 

• Non-fiscal exposures  

(e.g. monetary policy) 

• exposure with primarily 

microeconomic focus  

• Studies on private sector 

Comparator • Counterfactual simulations/ 

Synthetic control groups 

• Countries or regions without 

corresponding fiscal rule as 

comparison group 

• pre-post comparisons 

• municipal threshold designs 

• Missing comparison groups 

without possibility of causal 

inference 

• Comparisons with other fiscal 

rules without “no-treatment” 

control group 

Outcomes • Public investment (absolute or % of 

GDP) 

• Infrastructure investment 

• composition of government 

spending 

• economic growth and industrial 

production 
 

• Outcomes without direct 

reference to public finances or 

macroeconomic aggregates 

• Purely qualitative outcomes 

• Studies examining exclusively 

political processes without fiscal 

outcomes 

Methods • Quantitative econometric methods 

• Theoretical models 

• Time series analyses 

• Pure descriptive statistics 

• no standardized and replicable 

methodology  

• qualitative case studies 

• Studies without control for 

confounding 
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Figure A1: PRISMA Flow Diagram. (Page et al., 2021) 

* Records identified from reference lists of papers found in the initial database search 
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Figure A2: ROBINS-E assessment 
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Table A2: Maryland SMS Scores 

SMS 

Score 

Methods No. of 

Studies 

Studies 

4 DiDC, Fuzzy 

RDD, Panel 

FE & IV 

6 Alpino et al. (2022); Chmura (2023); Giacobbe et al. (2023); 

Mancini & Tommasino (2023); Pavese & Rubolino (2021); 

Venturini (2020) 

3 Panel FE, 

VAR, DiD, 

SCM, ASCM, 

GMM 

18 Ardanaz et al. (2021); Basdevant et al. (2020); Beckmann & 

Czudaj (2020); Bordignon et al. (2020); Coviello et al. (2022); 

De Biase & Dougherty (2022); Delgado-Tellez et al. (2022); 

Feld et al. (2024a); Jürgens (2022); Larch & van der Wielen 

(2025); Lehtimäki (2025); Mühlenweg & Gerling (2023); 

Mühlenweg et al. (2024); Salvi et al. (2020); Shobande & 

Ogbeifun (2025); Tkacevs (2020); Weber et al. (2024); 

Wijsman & Crombez (2021) 

2 Entropy 

Balancing 

1 Vinturis (2023) 

1 Descriptive 1 Pérez & Benages (2023) 
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Table A3: Characteristics of studies included in the SLR 
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Fiscal rules and democracy 

This section sheds light on additional aspects not covered in the main text. Thus, it 

does not constitute an essential part of the thesis and should be understood as 

supplementary information. 

Democracy is associated to higher GDP per capita growth, compared to non-

democratic forms of government, due to greater investment in physical and human 

capital (Acemoglu et al., 2019). Thus, whether fiscal rules and the state of 

infrastructure have an effect on support for democracy is relevant to economic 

discourse and future prospects of development. Additionally, this relation is worthy 

of consideration, since fiscal rules were deemed beneficial to democracy by many 

of their proponents at the time of introduction. The awarding of the Saxon 

Constitutional Medal to the architects of the Saxon state level debt brake in 2014, 

on account of their “contributions to the development of liberal democracy”, 

illustrates this (Der Sächsische Landtag, 2014). 

The way in which democratic states show their capacity to act, whether they provide 

functioning infrastructure, partially determines the legitimacy of the political system. 

Adequate state of infrastructure is an essential aspect of perceived quality of life in 

an area (BMWK, 2024). The results of various surveys reveal widespread 

dissatisfaction with how democracy works in practice. Only 41% of those surveyed 

in Saxony report that they are somewhat satisfied or very satisfied in 2023, 

compared to 58% in 2018 (Dimap, 2023). This dissatisfaction correlates with the 

place of residence of the respondents and the infrastructure available there (Münch, 

2024). When infrastructure falls into disrepair, this leads to frustration and 

disillusionment with politics and favours the rise of extreme right-wing parties.  

Empirical studies show that austerity measures have problematic political 

consequences, including increased extremism and declining voter turnout (Gabriel 

et al., 2023). Austerity measures such as enforcement of fiscal rules exacerbate the 

problem of distribution and make voters experiencing their effects more likely to 

support far-right parties. 

In terms of infrastructure, enforced austerity may, for example, lead to a restriction 

of the available public housing stock. As Cavaille & Ferwerda (2023) show for 

Vienna, when demand for housing goes up, e.g. due to increased migration, this 
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leads to congestion and conflicts for resource allocation that can be channeled into 

anti-migrant sentiment. Similar patterns emerged in Italy, where a decline in local 

public service provision intensified voter concerns regarding immigration 

(Cremaschi et al., 2022). According to Gabriel et al. (2023), this effect is so strong 

that a "1% reduction in regional public spending leads to an increase in extreme 

parties’ vote share of around 3 percentage points“ (p. 2). This polarization leads to 

political instability and is „particularly pronounced when the mainstream right and 

left parties both stand for fiscal restraint“ (Hübscher et al., 2023, p. 1170). 

Amlinger and Nachtwey (2025) illustrate how austerity and the decline of 

infrastructure and social security lead to resentment, which creates the 

preconditions for what they coin "democratic fascism": 

"A particularly poisonous version of politically constructed unavoidable 

necessity was and is austerity, i.e. strict fiscal discipline to reduce public 

debt and increase competitiveness. […] [I]t was imposed against the 

interests of citizens and without consultation. This is precisely why it was 

so corrosive to democracy. […] Its proponents urge people to tighten their 

belts and make a ‘collective sacrifice’. However, the sacrifice is not made 

collectively; in the end, it is usually ordinary citizens who are ‘legitimately 

exposed or sacrificed’. […] The consequences of austerity are soon felt 

in everyday life; from the aforementioned collapsing bridges, to stalled 

escalators, closed playgrounds and public swimming pools. The 

population is told that there is no longer enough for everyone, and zero-

sum thinking takes hold" (Amlinger & Nachtwey, 2025, p. 73, translation 

by the author) 

Apart from political practice, fiscal rules also raise questions as to their legitimacy in 

terms of democratic theory. They resolve through legal means a fundamentally 

political question on the allocation of the state budget, that is otherwise decided 

electorally. This emphasis put on the rule of law as opposed to majority rule traces 

back within political philosophy. Most prominently, Friedrich August von Hayek 

argued that a truly free society relies on the Rule of Law as a central institution, with 

government power limited by established constitutional procedures. This is meant 

to prevent the minority from the majority arbitrarily using democratic power to violate 
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their individual rights (Hayek & Hamowy, 2020). However, the constraint of 

democratic choice by constitutionally embedded fiscal rules creates a tension 

between compliance and popular self-determination. The parliament that 

implemented the German debt brake in 2009 deprived future parliaments of their full 

fiscal autonomy.  

While escape clauses allow for suspension of fiscal rules in case of acute crises, 

which enables governments to respond to them, they further concentrate authority 

in the executive branch, weakening the role of parliaments. The EU's suspension of 

the SGP and Germany's suspension of the debt brake in the wake of Covid illustrate 

this. Furthermore, escape clauses may incentivize governments to let problems 

escalate before addressing them. Traditional acute crises with clear time limits differ 

significantly from chronic ones such as climate change or demographic transition, 

that require a sustained response.  

What constitutes an emergency cannot be predetermined. Whether suspending 

fiscal rules is justified remains an inherently political decision, rather than a technical 

determination. Inferring from Carl Schmitt’s infamous definition of the sovereign as 

"he who decides on the exception", political spending power lies not in constitutional 

text but rather in the authority to determine when a state of emergency exists and 

normal legal order must be suspended to step outside the rule of law (U. Thiele, 

2018).  

Lastly, the specific institutional design of current fiscal governance may itself have 

problematic consequences. The technocratization of fiscal policy through 

multilayered legal frameworks creates an information asymmetry between finance 

ministries and legislators, where democratically elected representatives lack the 

capacity to meaningfully challenge fiscal policy decisions in democratic deliberation.  

In summary, fiscal rules may have negative effects on the condition of democratic 

systems, both by undermining democratic self-governance in principle, and by being 

associated with increasing extremist election outcomes. 
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Perspectives for Reform 

Policy options can not only be assessed substantively, but also with regard to 

likelihood of implementation. Currently, abolishment is out of the question and much 

political capital has already been used up to enact the debt brake reform of early 

2025. This raises the question of feasibility in terms of parliamentary majorities, as 

any proposal agreed upon by the BFM reform commission must pass the 

Bundestag. The likelihood of successful reform can of course not be quantified 

directly, however an overview of public opinion, political sentiment and academic 

discourse as they relate to each other may provide a basis for an informed 

discussion.  

Since its initial adoption by the Bundestag in 2009 with broad support of the Grand 

Coalition government, the parliamentary consensus regarding the debt brake has 

been undermined and it has become a contentious issue in recent elections. The 

Christian Democratic Union is mostly in favor of maintaining the debt brake, however 

their stance is relatively heterogeneous and four conservative-led federal states 

have hinted willingness to reform (CDU-geführte Bundesländer streben Reform der 

Schuldenbremse an, 2024).  

The Alternative for Germany are strictly against any reform. The Social Democrats 

and The Greens advocate for reforming it, while The Left calls for a complete 

abolition. Based on the election platforms which were publicized by the respective 

parties ahead of the February 2025 federal election, a minority of the Bundestag 

consists of factions that support amending or abolishing the debt brake. However, 

no direct inference can be drawn from this, since party discipline notwithstanding, 

factions are heterogeneous within themselves and exhibit a multitude of varying 

Figure A3: Vote share upon enactment of debt brake amendment in 2009 (left) and approval of the debt brake in 
factions of the German Bundestag of 2025-2029 (right). (Abgeordnetenwatch, 2009; Scheffel, 2023) 
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stances among the elected representatives. At state level, the debt brake still enjoys 

relatively stable approval. However, a survey among members of German state 

parliaments shows that support for keeping the debt brake unchanged dropped 

significantly from 47% before Covid to 30% after the pandemic, indicating increased 

openness to reform (Blesse et al., 2021). 

Public opinion has also shifted over the years. More than 50 leading companies 

have signed an open letter, among other measures urging politics to reform the debt 

brake to enable public investments (Pokraka, 2024). This is mirrored in the 

sentiment of the general public. Shortly before its adoption, the concept of the debt 

brake enjoyed a 66% approval rating among the German populace. However, by 

2024, this approval has decreased to 56% (ZDF Politbarometer, 2024). It is unclear 

how much of this change can be attributed to an increased awareness and 

informedness of the populace. 

Public and academic discourse in parts overlap and inform or influence each other. 

Among economics professors, there has been a notable change in perspective 

regarding the debt brake. In 2019, only 28% of economists surveyed opposed 

maintaining the debt brake without changes. By 2024, this figure had risen 

considerably, with 44% advocating for reform and 6% supporting its abolition, 

indicating a growing consensus that the debt brake may hinder Germany's ability to 

make critical investments. This is emphasized by the fact that in the same survey, 

Figure A4: Approval of the debt brake in public polling. (Wirtschaftsrat der CDU, 2009; ZDF 
Politbarometer, 2024) 
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44% of the participants support exemptions for net investments and a further 18% 

are in favour of exemptions for gross investments (Fuest et al., 2024).  

 

In Germany, legislative proposals that concern constitutional matters require a two 

thirds majority in the Bundestag. Since this applies to the debt brake, any substantial 

reform to it in the current legislative term requires the cooperation of the opposition. 

Left-wing parties typically disapprove of restrictive fiscal rules and favor higher 

government spending, whereas the contrary is true of parties within the right-wing 

spectrum, although convergence of discourse took place after the introduction of 

fiscal rules (Cao et al., 2024). This is true for the Bundestag, where The Left are in 

favor of getting rid of the debt brake altogether, and Alternative for Germany are 

vehemently opposed to any reform plans. On the state level, conservatives were 

more likely to support the implementation of debt brakes than members of left-wing 

parties (Potrafke et al., 2016). Such a system, in which numerous actors have the 

power to veto or block initiatives and thereby lead to an inability to implement 

policies efficiently, has been coined „vetocracy" by Francis Fukuyama (Fukuyama, 

2014). Vetoing spending bills is a way for minor parties to remain relevant and signal 

influence on political decision-making, despite not being part of the government, to 

their supporters. Due to this, even parties which are generally opposed to strict fiscal 

policy often accept the assumption that spending needs to be limited, in order to 

Figure A5: Approval of the debt brake among economists. (Blum et al., 2019; Fuest et al., 2024) 
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highlight the non-adherence to fiscal rules by their political rivals and to attack them 

on this premise (Piguillem & Riboni, 2021). 

Parties that approve of restrictive fiscal rules appeal to their conservative, libertarian 

leaning or right-wing voters, who respond to signalling of fiscal conservatism. 

Paradoxically, they may still be needed for fiscal rule reform in practice. This is not 

just due to the simple arithmetic of parliamentary majorities, but also because the 

pair of policy maker and corresponding policy affect its perceived credibility 

(Cukierman & Tommasi, 1998). Only a politician with an established reputation for 

opposing a particular controversial policy can credibly and successfully implement 

it, while contradicting their established position. The phrase "Only Nixon could go to 

China" illustrates this phenomenon (Cowen & Sutter, 1998). According to this idea, 

leaders are less likely to be accused of betraying their principles or being weak when 

they seemingly act against their established position, due to the understanding that 

they only act out of practical constraint or inherent necessity. In reference to this 

metaphor, only a „fiscally responsible“ Minister of Finance may be able to reform or 

abolish the debt brake, while keeping up a credible impression of stability and 

sustainability. 

 

 

 

 

 

 

 

 

 

 

 

 


