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Dutch MTBF in a nutshell

1. Expenditure ceilings, 4 years (period up to next elections).

2. Discretionary tax measures, maximum set for 4 years (period up to
next elections).

3. Sustainability analysis as long-term anchor.

4. 1+2: automatic stabilisers can play their stabilising role on the
revenue side.

5. Constraint: European budgetary rules (especially the 3%-deficit-
ceiling)

6. Independent forecaster: CPB.

7. 10 pages of budgetary rules (link) on this trend-based budgeting
(for instance on indexing real expenditure ceilings)
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https://www.rijksoverheid.nl/binaries/rijksoverheid/documenten/kamerstukken/2017/11/03/bijlage-1-bij-startnota-%E2%80%93-begrotingsregels-2018-2022/bijlage-1-bij-startnota-%E2%80%93-begrotingsregels-2018-2022.pdf

Coalition Agreements are key in the Netherlands

250 - _ » One key decision moment on
Dutch government formation budgetary policy every 4 years after
200 - Days the general election.
150 -  Lengthy negotiations
« Detailed agreements
100 - - Trend-based budgetary policy since
1994,
50 -
« In case the government or a
0 - coalition party wants a change in
mWoOoNOMO-AdmdNoonon~ the Agreement it needs to provide
S T O O ONNNODWODWOWO O . .
NARATRNHN9 292922  analternative with the same
.. . budgetary impact.
mm|_ength coalition negotiations Jgetary imp
—Average
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Implementing the Coalition Agreement within the
fiscal framework

« Annual budgets should be in line
with the Coalition Agreement

- Expenditure overruns vis-a-vis &Q\—QS
the expenditure ceilings should 5

_ _ . y_oo CAN ...
be offset by reductions in other ¢
expenditures of the ministry 2. Yoo CANT...

- Tax revenue windfalls cannot be 3. YO CAN...
used to offset expenditure 4. >/Ou AR
overruns.

« Automatic stabilisers can play
their full role on the tax side.
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CPB'’s

role in implementing the Agreement

* CPB March Outlook » Providing the official economic

¢ = Input Cabinet decisions on government projection used in the budgeta ry
outlays t+1

e = Input Growth and Stability Program process

* Providing information on

- - expenditure overruns and
e CPB June Outlook (taking into account . .
Cabinet decisions on government outlays dlscretlona ry tax measure

t+1) overruns. (Also done by Ministry
e = Input Cabinet decision on taxes t+1 of Finance)

* No explicit assessment of

September 4= input Draft Budgetary Plan

) budgetary policy. No surveillance

* Budget Day: publication draft budget t+1 by CPB (BUt numbers matter)
¢ CPB September Outlook (consistent with ' o ]
draft budget)  New: providing the Council of

State information needed for its

J budgetary surveillance (of the
European rules)

CPB Netherlands Bureau for Economic Policy Analysis
6



g“i", CPB Netherlands Bureau for Economic
% Policy Analysis

-

Content

Decisive Coalition Agreements
Implementing the Agreement
Preparing the Agreement
The role of Ministry of Finance
Problems and challenges




Preparing the Agreement

SBR- Advisory Group on
Fiscal Policy

Committee of high-level civil
servants (including director
CPB and DNB): advice on
deficit target and budgetary
rules

Publications in series CPB: Medium-term baseline

Promising Policies (CPB, SCP, Including sustainability
PBL) analysis

CPB Netherlands Bureau for Economic Policy Analysis
8



Preparing the Agreement

CPB analyses

of the election
manifestos
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The coalition negotiations
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« CPB will analyse the Coalition

Agreement (close to the final
decision by the negotiating
political parties). The analysis
provides information on impact
on key variables (economic
growth, unemployment
government deficit and
sustainability). The analysis is
published by CPB after final
decisions on the Agreement.

CPB plays comparable role in
case of an additional package.



‘ « CPB adjusts its medium-term
baseline on the basis of the
Coalition Agreement.

« Coalition Agreement and CPB'’s
adjusted medium-term baseline
are integrated in new multi-
annual budget by Ministry of
Finance (Startnota including
outlay ceilings).
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Ministry of Finance and the MTBF

Ministry of Finance is key in medium-term budgetary framework

« Adding a year to multiannual budget numbers
* Providing crucial detailed information on budget central government
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Adding a year to multiannual budget numbers

Budgetary rule 32.2:

A year is added to the
multiannual budget numbers
solely based on demographic
developments

=

P RiCTK

S e\ .
P . ?_,.5 112“_-;.:"

Told in The Hague:

Heads of budgetary units (FEZ)
earn their salary by succeeding in
adding a year with some
budgetary space.

Role Finance: to prevent this
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¥ BUIMENLAMISEE TANEN: LIMGAVEN

bedragan in miljoanan oure's
] | I i1 I k] 1 03
Etand Milfosnennata 2015 jsaxl 15] B.475.0 TER1E TEIST THEIN,Z BIAZ
Ezletdsm abige mutaties
Rijk=bagrating In ange zin
1. afronding bagroting 2074 - B850 0.0 0,0 0o 0,0
I. bagroting 2015 E5.0 0.0 0,0 0,0 0,0
% arugbataiing wan da nahatming - 0T 0o 0,0 0o 0,0
4. vorirazgde nederlandsa Korling door verbaagda
ratiflcakia 20T - 20071 0,0 a0 0,0
& Commi=siaram ingsn =351 - 655 - 553 - 0,8 - ,1
1.570.3 - 21840 - 553 - 08 - ,1
Tachrikcha muisikes
Rijk=bagrating In ango zin
Ea. porcepilekostensangosding nasr
nikstDelzstingontsangsion 20,5 350 35,7 7.5 =8, 2
eb. vortrasgde Medsrandsa korting naar
nikstDelzstingontsangsion 0.0 20771 Do 0,0 (1]
5 271131 35,7 7,5 ;e
Exirapolatia B.229.8
Totaal mutates sinds Millcenannota 2115 1.550.7 - & - T E B, T I8, 1

Stand Milfosnennota 210186 dsubboiaal BE8,T TESDE TEIT,1 TSErS  BISE3I BESE
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Problems of the recent past disappeared

Bbp-volume Nederland en eurogebied
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EMU-saldo structuree!
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But other challenges remain

« Will a detailed Coalition Agreement for four years be feasible in case
of a minority government (without stable partners in opposition)?
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But other challenges remain

To reconcile a national trend-

based budgetary policy with a
medium-term focus with

European fiscal policy rules with
an annual focus.

RRIGIE)
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Challenge: national versus European budget
rules

Tabel 1.6 Structuresl EMU-zakdo en begrotingscpdracht op basls van CEP2IME

4 s 2HE
In % bbp

Struciures] EMU-saldo (EC-methode) 45 -1.0

Mulabie In strechures] EMU-saldo oz -4
Begro@ingsopdracht a3

Afwlking van begrotingsopdracht (i [aar £ 01

Gemiddside afwiking van

begrofngsopdracht (n jaart em =1}

-1,2
04

-0.2

Een nist-significante: adwijking. Verbefering siruchures] ELIU-saldo minder dam 0,5% bbp per Jsar of 0,25% bbp gemiddeid

per twee Jaar achier bi] begrotingsopdracht
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Tabsl 1.7 Gacormgesrds overhaldaultgaven op basle van de CEP201E-raming

2013 014 s 2HE amr
In mid euro
Totale overheidsutgaven iy 3020 WES 3054 0,1 35,8
Rentzbetaingsn i EL] a5 &5 B3 B4
Owerheidsuligaven voliedg gedert door r3y 1.2 12 12 1.1 1.4
EU-migdeien
Crverheidzinvesterngen [ev] 237 34 13 231 232
Crverheidsinvesteringen (3- i) 245 2432 ns 233 232
|aarsgamiddeide)
NAIRU (EC-memiode irsa) 5.8 &0 &1 E2 5.3
|8 mrnicos ez parcentage (rsk) 73 TA &8 65 &3
\8) mreicos iz itg aven ey 137 1432 133 126 12,4
Conjuncturele werkloazelde usgaven {15 = irac) - 23 27 15 3 0.0
(raaMrseIirsc
Ralevarss overneidsuligaver idjm ) -(r2)- 288,340 2844 300,3 05,2
(r3) = (FT) + 4rE1 - ir)
Beizidsmatige lastenontwikkeingsn de iri2a) a3 o1 a5 -26 43
niet voortvioelzn Uk Eesande wetten
Beisigsmatige astenontwikkeingen de 12y 0.E s -1.0 o0z 0=
voortvigeien ult bestaande wetien
(Zrgverzekenngzpramis)
Totsle beieidsmatipe Iastenontwikkeiingen ri2) = (ri2a) + 9.1 76 15 -23 0z
[gh 1}
Gecomgesnde ovemeidsungaven (r1Sy=jrid) - (ri2) 280,2 e 2887 ozE 3E0
Gecomigesme cveredsutgaen | riB] = [ir 5Mraa)i- 27 -0 13 25 1,3
nominale mufate in %) 1)-1 00
bbe-cefator (a) T 15 12 1.7 0.z
GECoTigEEe cvRmadsURgaVEn | rediz (rig) op Dazis van 2E s 1.2 1.0
mutatie in %) irigjen (A7)
bbp s 525 TR 6386 EITR]
Begroungsapdracht imammae stiging 2oy or 14 12 4.7
gecomgeande averneidzuligaver)
Adwiking In [aar £ {in % bbg) [+ = {r) op basis van oz
overschriding negrotingzopdracnt 4rig, Ir2g), ri)en
risy
(Gerideide afwijiing i [aar ten i1 (R % {r22) op basis van
bbp) L]

(& Woor2014 tm 2015 het gemiddeide van de Vooraars- £n Najsarsraming van de Europese Commissie: 2017 op basis
van het CEP.

Een nist-significants overschrijding. Exn overschrjding van de mavimale uigavengroe! van milnder dan 0,5% bbp per [aar
of 0.25% bbp gemiddeid in twee jaar
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