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Á Independent institutions:

CPB

Study Group on Budget Rules

Á Party Programs based on realistic calculations

Á Tradition of Coalition Agreements

Á Strong system of fiscal rules

Á Decentralized budgets

These diamonds are 
forever:
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ÁIndependent (based on a law)

ÁResponsible for:

Economic policy analysis

Economic forecast (medium and short term)

ÁMacro-economic forecast serves as basis for budget 

ÁAll information about budget decisions 

ÁCPB-Publication together with budget memorandum 

CPB
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ÁHigh civil servants

ÁRecommendations on: 

Deficit (or surplus)

Budget rules (evaluation recent rules; lessons)

ÁReport is send to Parliament 

ÁRecommended target for deficit is benchmark for 

political parties

Study group budget rules
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ÁNo legal status, but politically 

binding

ÁSets targets for deficit for medium term

ÁSpecifies political priorities: cutbacks and 

new policy proposals (detailed)

ÁFiscal rules (even opposition parties accept 

them!)

Coalition agreement
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Á Every four years, 

preliminary to elections

Á Assuming unchanged policies; 

based on multi-year expenditure forecasts

Á Basis for calculating budgetary room next period

Á Used by nearly all parties for proposed program

Á Economic growth 2% (sometimes cautious scenario)

Á By Netherlands Bureau for Economic Policy Analysis 
(CPB)

Medium-term forecast
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ÁFixed expenditure framework 

for 4 years

ÁClear distinction between 

expenditure and revenues after 

coalition agreement

ÁFramework for taxes 

ÁDecision making once a year

ÁAutomatic stabilization

Since 1994: Expenditure 
rule (ceiling)



September 29, 2009

8

Á Based on detailed estimates 

of all budget-lines

Á Agreement with spending departments: 

Overruns must be compensated

Only adjustment for change in general inflation

Á New Proposals of Coalition Agreement included

Á In reality: ceiling for expenditures for every 

ministry

Expenditure rule
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Framework for tax 
burden

ÁHow to model the tax-side?

ÁFull automatic stabilization on 

revenue side of the budget

ÁFramework for policy induced 

changes in tax-rates

ÁSocial premiums included

ÁExample: 

Á2003/2007: ú-1,1  bn

Á2007/2011: ú6,6  bn

Framework for tax burden
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2008 2009 2010 2011

Expenditures

Expenditure 
ceilings

S

CG

C

Realised 

revenues

In one graph

Esimated 

revenues



September 29, 2009

1111

EMU-deficit (as % GDP)

1950 ï1959: Anti-cyclical policy

1960 ï1983: Structural policy

1984 ï1993: Actual deficit

1994 ïnow:  Expenditure rule
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1: Do not react to cyclical effects

2: Keep it simple

3: Be cautious

4: Expenditure reductions up-front

5: Without (political) commitment: no success

6: Decision making once a year

7: Making exemptions is risky, but do not be too strict

Lessons learned: fiscal 
rules
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Thank you for 
your attention


