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Abstract:

The prolonged sluggishness in the world economy since the beginning of the
covid 19 pandemic has led to growing calls for a reorientation of macroeconomic policies
toward more supportive fiscal measures. Such calls inevitably invite the question of how
much fiscal space governments actually have, and How high can public debt rise without
compromising fiscal solvency? This paper provides Theoretical systematic review of the
most popular definitions and quantitative measures of fiscal space. It examines the
evolution of fiscal space measures and discusses the pros and cons of each measure. It
then outlines several key factors that could help to further strengthen existing approaches
and allow a more comprehensive assessment of fiscal space.
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A - Identification of fiscal risks

CBR's seven-step approach Main risks

NPC scenario macroeconomic risks

Policy impact assessment risks related to policies

Other parts of general government sectoral risks

Interest expenditures/debt management liquidity and rollover risks
Changes in other assets capital stock erosion

Changes in other liahilities implicit and contingent liabilities
Revaluations asset price risks

B - Measurement of adequate fiscal space

correlation between various risks, worst case/catastrophic scenarios

sl Prudent debt levels
C - Estimation of debt thresholds

fiscal limits, sustainable debt, optimal debt, etc. -

Source : Ludovit Odor, (2016). op cit. P:9.
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