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Fiscal policy makers have faced an extraordinarily challenging
environment over the last few years. At the outset of the global
financial crisis, the International Monetary Fund (IMF) for the first time
advocated a fiscal expansion across all countries able to afford it, a
seeming departure from the long-held consensus among economists
that monetary policy rather than fiscal policy was the appropriate
response to fluctuations in economic activity. After establishing its
analytical foundation, with chapters on such topics as fiscal risk and
debt dynamics, this book analyzes the buildup of fiscal vulnerabilities
before the crisis, presents the policy response during the crisis,
discusses the fiscal outlook and policy challenges ahead, and offers
lessons learned from the crisis and its aftermath.


