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Abstract 
 
This paper researches the accuracy and differences between the forecasts submitted by the European 
Commission (EC) and Member States (MSs) on the GDP growth and general government balance 
1998-2013.  
According to the paper the forecasts have been more accurate for the current year than for the year 
ahead (t+1) and for the non recession years than for the recession years. 
On average, the forecasts of the EC have been more accurate than the forecasts of the MSs. Therefore, 
this study proposes that the country-specific recommendations in the context of the European 
Semester should be more based on the forecasts of the EC and MSs should have more independent 
bodies to produce economic forecasts. 
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Introduction 
 
Accurate and unbiased economic forecasts are important for the future of Europe. The policies and 
recommendations of the European Semester that was designed in 2010 to provide a new supporting 
framework for the new EU economic governance are based on the economic forecasts provided by the 
Member States (MSs) and the European Commission (EC). Since it can take even several years for 
statistical institutes to provide the final confirmed data, the unbiased growth forecasts are an important 
element in enhancing the credibility of the medium-term fiscal plans.  
Banking and financial crisis started in Europe from the collapse of an American investment bank 
Lehman Brothers in 2008. It was followed by economical, debt, and unemployment crisis in Europe. 
Nobody was able to predict its serious consequences and the length of time the recovery would take. 
Europe's economic recovery that started in the second quarter of 2013 has remained fragile until now 
and it has not been as strong as forecasted. The debt levels are still very high in MSs. In June 2014 
European Council meeting the leaders of the EU MSs considered if the rules on the EU economic 
governance could be loosened. Finally in the conclusions of the meeting MSs decided to make "best 
use of the flexibility that is built into the existing Stability and Growth Pact rules" (European Council 
conclusions, 26/27 June 2014). In practice this means that MSs do not have to urgently tackle their 
budget deficits and high debt levels.  
The decision was interesting in the sense that during the last years the EU economic governance and 
the rules have been significantly strengthened because of the economic crisis that revealed several 
problems in it. The new rules include the Six Pack, the Two Pack and the Treaty on Stability, 
Coordination and Governance. They are grounded in the European Semester. The purpose is to ensure 
that the MSs respect e.g. the limits of deficits (3 percent of GDP) and debt (60 percent of GDP) of the 
Stability and Growth Pact (SGP). 
In the context of European Semester each year in April MSs submit Stability or Convergence 
Programmes (SCPs) to the EC. Eurozone countries submit Stability Programmes and non eurozone 
EU countries submit Convergence Programmes. With the help of SCPs the Council and the EC are 
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assessing if MSs have reached their medium-term budgetary objectives (MTOs). The EC publishes 
forecasts three times a year. It published the Spring 2015 European Economic Forecast on the 5th of 
May 2015. 
If the EC finds that a MS exceeds the reference value agreed for an economic indicator, it can 
investigate the situation in more detail and recommend the Council to decide that there is an excessive 
macroeconomic imbalance that must be corrected by the MS. The Macroeconomic Imbalance 
Procedure (MIP) includes the Alert Mechanism Report (AMR), preventive recommendations as part 
of the country-specific recommendations (CSRs), corrective recommendations within Excessive 
Imbalance Procedure (EIP), corrective action plan, assessment of corrective action, and potential 
financial sanctions. 
This paper researches the accuracy and differences between the forecasts submitted by the EC and 
MSs on the GDP growth and general government balance 1998-2013. The forecasts on the current 
year and year ahead are researched and compared. The current-year forecast refers to the quality of the 
outlook carried out at the beginning of the year for that year, whereas the year-ahead forecast deals 
with the following year. Finally, the forecast accuracies of recession years (2008, 2009, 2012, and 
2013) are compared with the non recession years (1998, 1999, 2000, 2001, 2002, 2003, 2004, 2005, 
2006, 2007, 2010, and 2011). 
 
 
Literature 
 
The forecasts of SCPs have been studied by several researchers. This is the first time when the 
accuracy and differences between the forecasts submitted by the EC and MSs on the GDP growth and 
general government balance 1998-2013 are researched and compared thoroughly. Eskola [2014] 
researched accuracy and differences between the economic forecasts of the EC and MSs on the deficit, 
structural deficit, debt, growth, and unemployment rate in the context of European Semester 2011-
2014. According to his study the MSs’ forecasts include a bias and even more remarkable bias in the 
forecasts for the next year than for the current year and in the MSs’ forecasts without independent 
forecasting bodies. 
Strauch, Hallerberg, and von Hagen (2004) evaluated the performance of budget and growth forecasts 
in SCPs from 1991 to 2002. They argued that the cyclical position and the form of fiscal governance 
are the most important determinants of forecast biases. Marinheiro (2010) compared the accuracy of 
EU governments’ growth forecasts with the accuracy of supranational forecasts, especially those of the 
EC and International Monetary Fund IMF. In the study of Marinheiro the EC was a clear winner for 
all forecast horizons, except for the current period growth forecast. 
Öller and Barot (2000) studied the accuracy of European growth and inflation forecasts. They found 
that inflation forecasts were notably more accurate than growth forecasts. Pina and Venes (2007) 
analyzed the track record of fiscal forecasts reported by MSs in the Excessive Deficit Procedure 
(EDP). Their analysis confirmed that the effect of institutional and political variables on fiscal 
forecasting strongly rises with the political public visibility and policy relevance of such forecasts. 
Additionally, upcoming elections are linked to the forecasts that turn too rosy, particularly when the 
outcomes are reported by the former opposition. 
Blanchard and Leigh (2013) investigated the relation between growth forecast errors and planned 
fiscal consolidation during the economic crisis. They found that in advanced economies stronger 
planned fiscal consolidation has been linked with smaller growth than was expected, with the relation 
being especially strong, both economically and statistically, early in the crisis. 
There are also a large variety of other interesting evaluations on the forecasts. The track records of the 
EC's forecasts have been examined by Keereman (1999), Melander, Sismanidis, and Grenouilleau 
(2007), and González Cabanillas and Terzi (2012). The latter analysis is built on the previous analyses 
and it states that the forecasts of the EC are generally unbiased. However, it finds a significant 
deterioration of the accuracy of year-ahead projections. This concerns especially the forecasts of GDP, 
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inflation, investment, and the government budget balance mainly because of larger forecast errors in 
the recession year 2009. 
Jonung and Larch (2004) have investigated how to improve fiscal policy in the EU with an 
independent forecasting authority. They proposed that forecasting should be given to an authority that 
is independent from the ministry of finance and the government. Merola and Pérez (2012) compared 
the fiscal forecast errors of governments and independent agencies. Interestingly their empirical study 
rejected a common hypothesis that the forecasting performance of governments is worse than that of 
international organizations. 
Stephan and Brück (2005) investigated if eurozone countries cheat with their budget deficit forecasts. 
They found that since the adoption of the SGP eurozone governments have manipulated forecasts 
before the elections. 
Also global economic forecasts have been regularly evaluated. For instance the accuracy of forecasts 
made for the World Economic Outlook (WEO) that is a key source of forecasts of global economic 
activity has been evaluated by Artis (1988, 1996), Barrionuevo (1993), Timmermann (2006), and 
Faust (2013). In its evaluation report the Independent Evaluation Office of the International Monetary 
Fund (2014) recommended to further strengthen the IMF's macroeconomic forecasting by promoting a 
culture of learning from past forecast performance, taking steps to further enhance the transparency of 
the IMF’s overall forecasting process, and making sure that best practices are followed by providing 
economists with guidance in forecasting. 
Artis and Marcellino (2001) have analyzed the fiscal forecast record of the major international 
organizations the IMF, OECD, and the EC. They did not find a single winner. The performance of the 
OECD's annual GDP growth projections for the G7 economies have been comprehensively evaluated 
e.g. by Koutsogeorgopoulou (2000) and Vogel (2007). The latter found that OECD growth projections 
for the current year are unbiased and projection errors shrink when the horizon shortens. On the other 
hand, one-year-ahead projections display a positive bias, primarily reflecting a propensity to 
overpredict during slowdowns. 
 
 
Methodology 
 
There are plenty of ways for measuring forecast error that is a difference between the actual and the 
forecast value. In this paper forecast error is measured in four different ways by calculating mean 
forecast error (ME), mean absolute error (MAE), root mean squared error (RMSE), and mean absolute 
percentage error (MAPE). With the help of them the size of the forecast error can be measured 
thoroughly enough. The mean forecast error (ME) is computed in the Equation 1: 

 
”N” stands for the number of observations for each forecast horizon t+h across programmes i. The 
forecast error e is the actual value minus the forecast value. The negative sign means that one has 
overestimated the GDP growth or forecasted too optimistic general government balance. The positive 
sign means opposite. The accuracy of mean forecast error (ME) is limited because positive and 
negative errors can offset each other and therefore decrease the size of error. Mean absolute error 
(MAE) in the Equation 2 avoids this problem and calculating it is simple as well. It involves summing 
the absolute values of the errors to have the total error and then dividing that by N. A positive sign of 
MAE means overestimation and a negative sign means opposite. 

 
The root mean squared error (RMSE) can be used to punish big mistakes that are generally regarded as 
more hurtful than small differences. RMSE answers the question “what is the average magnitude of 
the forecast errors?” but it does not show the direction of the errors. It is impacted more by large errors 
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than by small errors since it is a squared quantity. RMSE in the Equation 3 is calculated by squaring 
the differences between the actual and the forecast value, adding those together, dividing that by the 
number of observations, and then taking the square root of that result: 

 
RMSE ranges from 0 to infinity. The difference between the mean absolute error (MAE) and root 
mean squared error (RMSE) reveals the big errors. The smaller the mean forecast error (ME), mean 
absolute error (MAE), and root mean squared error (RMSE) are, the more accurate the forecast is with 
0 being a perfect score. 
Mean absolute percentage error (MAPE) expresses accuracy as a percentage. It works best when the 
data does not include extremes and zeros. 

 
“A” is the actual value and “F” is the forecast value. The weakness of MAPE includes the fact that if 
there are zero values then there is a division by zero and the result is zero as well. Additionally, MAPE 
does not have any restriction when it comes to its upper level. In this research the value of MAPE is 
not the best measure because the data includes several zeros. In addition, in several cases the value of 
MAPE comes extremely high only because the value of the numerator is close to zero. 
 
 
Data and limitations 
 
There are often different kinds of scenarios in SCPs, either positive or negative. The used forecasts in 
this study are based on the baseline scenarios. In some forecasts MSs did not have exact forecasts. For 
instance, in its Stability Programme 2011 Cyprus did not submit specific GDP growth and general 
government balance forecasts for 2012 but they were overall for 2012-2014. Some forecasts in some 
of the SCPs had two decimal place accuracy. In this study those forecasts were sharpened to one 
decimal place accuracy like in the other SCPs as well. 
In the EC the economic forecasts for European Semester are produced by the Directorate General for 
Economic and Financial Affairs (DG ECFIN) and they include around 180 variables. The forecasts of 
the EC are not based on a centralized econometric model but on the analyses made by DG ECFIN 
country desks using different kinds of models and expertise. The consistency of the forecasts is 
assured with the help of plenty of cross-country and cross-variable checks (Economic forecasts of the 
European Commission). 
The forecasts of MSs are made in different kind of decision making processes involving many actors. 
According to the EU Regulation 473/2013 euro area MSs should have independent bodies to produce 
macroeconomic forecasts. Additionally, in accordance with Council Directive 2011/85/EU all MSs 
except the United Kingdom should have such independent bodies. The rules leave flexibility for the 
institutional format of such independent bodies. 
The forecasts of the MSs are built on "policy change" scenario. Clayes et al (2013) point out that the 
MSs regularly include in their forecasts the outcomes of the policies which may lead to higher growth. 
Whereas the forecasts of the EC are built on "no policy change" scenario, except when new measures 
have already been adopted. 
In this research the value of MAPE is not the best measure because the data includes several zeros. 
Additionally, in several cases the value of MAPE comes extremely high only because the value of the 
numerator is close to zero. 
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Accuracy of the GDP growth forecasts 
 
Gross domestic product (GDP) is the most important measure to evaluate the performance of 
economy. The forecasts of the EC and MSs were more accurate for the current year than for the year 
ahead (t+1) 1998-2013. The result is in accordance with the literature. It is easier to forecast the 
current year than year ahead because the latter includes more variables that one is not aware of when 
forecasting. The forecast accuracy differences between current year and year ahead were significant. 
The average MAE of MSs’ current year forecasts (0,73) was much lower than year ahead forecasts 
(1,85). This applied to the EC forecasts as well (current year 0,95 and year ahead 1,77). The average 
MAPE of the MSs’ predictions for current year was 88% and year ahead 263%, whereas the average 
MAPE of the EC’s predictions for current year was 65% and year ahead 112%. 
 

Table 1 
Accuracy of MSs and EC forecasts on the GDP 1998-2013 

 
 

 
Member States European Commission 

 
Current year  Year ahead Current year  Year ahead 

Mean absolute error (MAE) 0,73 1,85 0,95 1,77 

Mean error (ME) 0,07 -0,54 0,07 0,66 

MSE 1,05 7,02 1,94 7,53 
RMSE 1,03 2,65 1,39 2,74 

MAPE 88 % 263 % 65 % 112 % 
 
The current year forecasts of the MSs were more accurate than the forecasts of the EC according to 
MAE (MSs 0,73 versus EC 0,95). However, the situation is opposite in the year ahead forecasts (MSs 
1,85 versus EC 1,77). The negative ME value of MSs year ahead forecasts (-0,54) means that the 
predictions were too optimistic on average. Whereas, the positive ME value of the EC's year ahead 
forecasts (0,66) means that the EC was predicting the GDP growth lower than what it actually was. On 
the other hand, for the current year the ME values of the MSs and EC were similar and very low 
(0,07). 
The average MAE of EC’s current year forecasts was exceptionally high in recession years 2008 
(1,81) and 2009 (1,77). It is quite surprising that the MSs were forecasting so much better, average 
MAE being 0,93 (2008) and 0,59 (2009). Clearly most of the MSs' current year forecasts were more 
accurate than the ones of the EC, average MAE of MSs’ forecasts being in 74% of the MSs lower than 
the average MAE of EC’s forecasts. The EC was forecasting only better than seven MSs: Austria (the 
average MAE of the EC forecasts being 0,44, while the average of Austrian forecasts has been 0,51), 
Denmark (0,78 versus 0,80), Greece (0,78 versus 1,07), Spain (0,36 versus 0,52), UK (0,53 versus 
0,80), Malta (0,92 versus 0,99), and Bulgaria (0,73 versus 0,90).     
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Figure 1 
MAE of GDP forecasts (current year) 1998-2013 of the EC and MSs 

 

 
 
As in the case of the current year forecasts, the average MAE of EC's year ahead forecasts was 
exceptionally high in recession years 2008 (2,54) and 2009 (6,69). On the other hand, the MSs had an 
exceptional low forecast accuracy in 2008 MAE being 5,11 and in 2011 (2,78) and 2007 (2,77) as 
well. Opposite to the current year forecasts, clearly most of the EC’s year ahead forecasts were more 
accurate than the ones of the MSs, average MAE of EC's forecasts being in 67% of the MSs lower 
than the average MAE of MSs' forecasts. The EC was forecasting only worse than nine MSs: Austria 
(the average MAE of the EC forecasts being 1,01 while the average of Austrian forecasts has been 
0,89), Ireland (2,23 versus 1,92), Luxembourg (2,36 versus 2,31), Portugal (1,26 versus 1,17), Estonia 
(4,62 versus 3,87), Latvia (4,68 versus 4,20), Lithuania (3,42 versus 2,28), Slovenia (2,35 versus 
1,96), and Romania (2,76 versus 1,65). 

Figure 2 
MAE of GDP forecasts (year ahead) 1998-2012 of the EC and MSs 

 
 
Recession years cover the years 2008, 2009, 2012, and 2013. According to the Eurostat, the Statistical 
Office of the European Communities, GDP growth in the EU (28 countries) during those years was: 
0,1% (2008), -4,7% (2009), -0,7% (2012), and -0,1% (2013). Whereas, in the Euro area (19 countries) 
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the growth was at the same time: 0,0% (2008), -4,8% (2009), -1,1% (2012), and -0,6% (2013). In the 
first quarter of 2009 the GDP growth rate in the Euro area reached a record low of -2,80%. 
The forecasts of the EC and MSs were more accurate for the non recession years than for recession 
years. The result is in accordance with the literature. It is easier to forecast the economic growth for 
the non recession years than recession years because the latter includes more variables than one is 
aware of when forecasting. However, the forecast accuracy differences between recession years and 
non recession years were quite moderate. The average MAE of MSs' recession year forecasts (0,77) 
was only little bit higher than MAE of non recession years (0,73). In the predictions of the EC the 
difference was larger (non recession years 0,89 and recession years 1,28). The average MAPE of the 
MSs' predictions for recession years was 130% and non recession years 71%, whereas the average 
MAPE of the EC's predictions for recession years was 85% and non recession years 57%. 
 

Table 2 
Accuracy of MSs and EC forecasts on the GDP 1998-2013: current year 

 

 
Member States European Commission 

 
Recession Non recession Recession Non recession 

Mean absolute error (MAE) 0,77 0,73 1,28 0,89 
Mean error (ME) -0,40 0,27 0,81 -0,26 

MSE 1,11 1,03 3,62 2,26 

RMSE 1,05 1,01 1,90 1,50 
MAPE 130 % 71 % 85 % 57 % 

 
The negative value of MSs' ME for recession years (-0,40) and the EC's ME for non recession years (-
0,26) means that those predictions were too optimistic on average. Whereas, a positive value of MSs' 
ME for non recession years (0,27) and EC's ME for recession years means that the forecasts were 
predicting lower GDP growth that actually took place. 
Similarly to the current year, the year ahead forecasts of the EC and MSs were more accurate for the 
non recession years than for recession years. It is worth of noticing that the accuracy differences are 
remarkably larger for the year ahead than the current year. The average MAE of MSs' recession year 
ahead forecasts (2,66) was much higher than MAE of non recession years (1,59). In the predictions of 
the EC the difference was even larger (non recession years 1,18 and recession years 3,13). The 
average MAPE of the MSs' predictions for recession years was 119% and non recession years 309%, 
whereas the average MAPE of the EC's predictions for recession years was 190% and non recession 
years 77%. 

Table 3 
Accuracy of MSs and EC forecasts on the GDP 1998-2013: year ahead 

 
Member States European Commission 

 
Recession Non recession Recession Non recession 

Mean absolute error (MAE) 2,66 1,59 3,13 1,18 

Mean error (ME) -1,84 -0,13 3,04 -0,39 
MSE 14,11 4,76 20,25 2,56 

RMSE 3,76 2,18 4,50 1,60 

MAPE 119 % 309 % 190 % 77 % 
 
The negative value of MSs' ME (-1,84 for recession years and -0,13 for non recession years) means 
that the predictions were too optimistic on average. This applies to the negative value of the EC's ME -
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0,39 for the non recession years as well. Whereas, very high positive value of EC's ME for recession 
years (3,04) means that the EC was predicting lower growth that actually took place. 
The average MAE of EC's current year forecasts was exceptionally high in recession years 2008 (1,81) 
and 2009 (1,77). It is quite surprising that the MSs were forecasting so much better, average MAE 
being 0,93 (2008) and 0,59 (2009). 
The average MAE of EC's current year forecasts was exceptionally high in non recession years 2001 
(1,25) and 2010 (1,27). On the other hand, the average MAE of MS's current year forecasts was 
exceptionally high in non recession years 1999 (1,20) and 2011 (1,13).  
 
 

Accuracy of the general government balance forecasts 
General government balance (also referred to as government budget balance, public budget balance, 
and public fiscal balance) is the difference between government revenues and spending. Similarly to 
the GDP growth forecasts, the forecasts of the EC and MSs on the general government balance were 
more accurate for the current year than for the year ahead (t+1) 1998-2013. The result is in accordance 
with the literature. It is easier to forecast the current than year ahead because the latter includes more 
variables than one is aware of when forecasting. The forecast accuracy differences between current 
year and year ahead were significant. The average MAE of MSs' current year forecasts (0,90) was 
much lower than year ahead forecasts (1,75). This applied to the EC forecasts as well (current year 
1,09 and year ahead 1,60). The average MAPE of the MSs' predictions for current year was 112% and 
year ahead 342%, whereas the average MAPE of the EC's predictions for current year was 83% and 
year ahead 115%. 
 
 
 
 
 
 
 

Table 4 
Accuracy of MSs and EC forecasts on the general government balance 1998-2013 

 
Member States European Commission 

 
Current year  Year ahead Current year  Year ahead 

Mean absolute error (MAE) 0,90 1,75 1,09 1,60 
Mean error (ME) -0,13 -0,63 -0,05 0,10 

MSE 1,78 8,08 3,20 5,80 
RMSE 1,34 2,84 1,79 2,40 

MAPE 112 % 342 % 83 % 115 % 
 
The current year forecasts of the MSs were more accurate than the forecasts of the EC according to 
MAE (MSs 0,90 versus EC 1,09). However, like in the case of GDP growth forecasts, the situation is 
opposite in the year ahead forecasts (MSs 1,75 versus EC 1,60). The negative value of MSs' ME (-0,13 
for current year and -0,63 for year ahead) means that the predictions were too optimistic on average. 
This applies to the small negative value of the EC's ME -0,05 for the current year as well. Whereas, a 
low positive value of EC's ME for year ahead (0,10) means that the EC was predicting general 
government balance worse than actually took place. 
The average MAE of EC's current year forecasts was exceptionally high in 2009 (1,91) and 2010 
(1,92). It is quite surprising that the MSs were forecasting so much better, average MAE being 0,66 
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(2009) and 0,84 (2010). Clearly most of the MSs' current year forecasts were more accurate than the 
ones of the EC, average MAE of MSs' forecasts being in 78% of the MSs lower than the average MAE 
of EC's forecasts. The EC was forecasting only better than six MSs: Austria (the average MAE of the 
EC forecasts being 0,46, while the average of Austrian forecasts has been 0,67), Denmark (0,90 versus 
1,22), Greece (1,44 versus 2,62), Italy (0,46 versus 0,63), Luxembourg (1,09 versus 1,50), and 
Portugal (0,86 versus 1,01).  
 

Figure 3 
MAE of general government balance forecasts (current year) 1998-2013 

 
 
As in the case of current year forecasts, the average MAE of EC's year ahead forecasts was 
exceptionally high in 2009 (4,76). On the other hand, the MSs had an exceptional low forecast 
accuracy in 2008 MAE being 3,7. Opposite to the current year forecasts, most of the EC's year ahead 
forecasts were more accurate than the ones of the MSs, average MAE of EC's forecasts being in 56% 
of the MSs lower than the average MAE of MSs' forecasts.   

Figure 4 
MAE of general government balance forecasts (year ahead) 1998-2013 

 
 
Similarly to the GDP growth forecasts, the forecasts of the EC and MSs on the general government 
balance were more accurate for the non recession years than for the recession years. Only exception 
was the current year MAE of MSs' forecast (0,94 for non recession years and 0,82 for recession years). 
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As in the case of GDP growth predictions, the differences between the recession year and non 
recession year general government balance forecast accuracies was quite moderate. The average MAE 
of MSs' recession year forecasts (0,82) was only little bit lower than MAE of non recession years 
(0,94). This applied to the predictions of the EC as well (non recession years 1,01 and recession years 
1,28). The average MAPE of the MSs' predictions for recession years was 54% and non recession 
years 137%, whereas the average MAPE of the EC's predictions for recession years was 62% and non 
recession years 95%. 
 
 
 

Table 5 
Accuracy of MSs and EC forecasts on the general government balance 1998-2013: current year 

 

 
Member States European Commission 

 
Recession Non recession Recession Non recession 

Mean absolute error (MAE) 0,82 0,94 1,28 1,01 
Mean error (ME) -0,33 -0,05 0,75 -0,40 

MSE 1,95 1,71 4,03 3,20 
RMSE 1,40 1,31 2,01 1,79 

MAPE 54 % 137 % 62 % 95 % 
 
The negative value of MSs' ME (-0,33 for recession years and -0,05 for non recession years) means 
that the predictions were too optimistic on average. This applies to the negative value of the EC's ME -
0,40 for the non recession years as well. Whereas, a positive value of EC's ME for recession years 
(0,75) means that the EC was predicting general government balance worse than actually took place. 
Similarly to the current year, the year ahead forecasts of the MSs were more accurate for the non 
recession years than for recession years. However, the value of EC's MAE for recession and non 
recession years was exactly the same (1,37). It is worth of noticing that the EC's general government 
balance forecast MAE for recession years was rather low. The average MAE of MSs' recession year 
ahead forecasts (2,38) was much higher than MAE of non recession years (0,82). Whereas, the MAE 
(1,37) of the EC's general government balance year ahead forecast for recession years was almost as 
accurate as the one for the current year (1,28). The average year ahead MAPE of the MSs' predictions 
on the general government balance for recession years was exceptionally high 521% and non recession 
years 284%, whereas the average year ahead MAPE of the EC's predictions for recession years (71%) 
was surprisingly lower than for non recession years (135%). 

Table 6 
Accuracy of MSs and EC forecasts on the general government balance 1998-2013: year ahead 

Member States European Commission 

 
Recession Non recession Recession Non recession 

Mean absolute error (MAE) 2,38 1,55 1,37 1,37 

Mean error (ME) -1,78 -0,27 1,75 -0,56 

MSE 15,48 5,77 10,93 4,00 

RMSE 3,93 2,40 3,31 2,00 

MAPE 521 % 284 % 71 % 135 % 
 
The negative ME value of MSs' forecasts (-1,78 for recession years and -0,27 for non recession years) 
means that the predictions were too optimistic on average. This applies to the negative value of the 
EC's ME -0,56 for the non recession years as well. Whereas, a relatively high positive value of EC's 
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ME for recession years (1,75) means that the EC was predicting general government balance worse 
than actually took place.  
AS in the case of the GDP growth forecast, the average MAE of EC's current year forecasts on the 
general government balance was exceptionally high in recession years 2008 (1,46) and 2009 (1,91). It 
is quite surprising that the MSs were forecasting so much better, average MAE being 0,86 (2008) and 
0,66 (2009). 
The average MAE of EC's current year forecasts was exceptionally high in non recession year 2010 
(1,92). It is again surprising that the MSs were forecasting so much better, MAE being 0,84. 
 
 
Conclusions 
 
This paper researched the accuracy and differences between the forecasts submitted by the EC and 
MSs on the GDP growth and general government balance 1998-2013. The forecasts on the current 
year and year ahead were researched and compared. Additionally, the forecast accuracies of recession 
years (2008, 2009, 2012, and 2013) were compared with the non recession years (1998, 1999, 2000, 
2001, 2002, 2003, 2004, 2005, 2006, 2007, 2010, and 2011). 
The forecasts of the EC and MSs on the GDP growth forecasts as well as on the general government 
balance were more accurate for the current year than for the year ahead (t+1). In addition, the forecasts 
were more accurate for the non recession years than for the recession years. Both of the results are in 
accordance with the literature. It is easier to forecast the current year than year ahead and non 
recession years than recession years because the latters include more variables than one is aware of 
when forecasting. 
The GDP current year forecasts were on average little bit more accurate than the current year general 
government balance forecasts. In the year ahead forecasts the situation was opposite. On average, the 
forecasts of the EC were more accurate than the forecasts of the MSs. One of the reasons for this can 
be that the EC forecasts take better into account the spillover effects of policies in other MSs. 
Secondly, the forecasts of MSs are more based on a possible positive policy change scenario in the 
future. 
This study proposes that the country-specific recommendations should be more based on the forecasts 
of the EC and MSs should have more independent bodies to produce economic forecasts. 
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