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Foreword

Frogramme status

The European Cormmission requires national parliaments to be fully involved in compiling national
Stability Programmrmes. & draft of this Stability Programme has been submitted to both houses of
parliament, On 19 April a debate took place in the Lower House and on 26 April a consultation took
place in the Upper House, pursuant to the wish of both houses to have an opportunity to voice an
opinion before the Stability Programme is submitted to the European Commission,

Furthermore, a draft of the Stability Programme was presented to the Council of State, the
supervisory body in the Metherlands charged with monitoring compliance with the European
budgetary rules, This role follows from Article 5 of the Treaty on Stability, Coordination and
Governance (TSCG) and Council Regulation (EU) 47372013, and has been codified in the
Sustainability of Public Finances Act ("Wet HOF'),

Relatianship ta “twa-gack”

The Stability Programrme also serves as a national mediurn-terrn budaget plan, As such the
Metherlands complies with the obligation as defined in Article 4 of Council Regulation (EL
47372013,

Relationship ta the Nationa! Refarm Frogramme

The Stabilty Programme focuses on macroeconomic developrments, the development of Dutch
public finances and planned budaetary palicy, The National Reform Programme focuses forermost
on measures and structural reforms in wview of country-specific recommendations  for the
Metherlands under the European Semester and on progress of the objectives in respect of the
Europe 2020 strategy. Mewvertheless, the contents of the Mational Reform Programme and the
Stability Prograrme show some overlap, for example, in the field of macroeconomic prospects,
Where relevant, and to minimise such overlap, these docurments refer to each other.

Figuras used

Unless indicated otherwise, the figures used in this report are based on the Central Economic Plan
(CEP), the most recent economic projections by the Metherlands Bureau of Policy Analysis (CPB)
published on 21 March 2016, The figures for 2015 related to public finances, which were also
reported in the April Notification to the European Commission, have been adjusted as a result of
actual figures reported by Statistics Metherlands (CBS) on 25 March, This is indicated in the
relevant tables.

Dutoh versus Englisn versian
In case of any discrepancies between the Dutch and the translated English wersion of this Stability
Programme, the former shall prevail,
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Summary

This Stabiity Frogramme (5F) gresents an vpdate of the Dulch budgetary policy, in canformity
with provisions aof the Stability and Growth Fact [5GF).

In 2016 Dutch public finances show a better picture than a nurmber of years ago. This is due to
measures taken by the government in recent wyears to bring public finances in order and to
strengthen the economy, After vears of budgetary consolidation, in 2016 the government reduced
the tax burden on labour, especially for lower and medium incomes, In addition, the government
has taken spedfic measures to imprave purchasing power in order to allow all income groups to
benefit from the improving economy.

According to latest projections the general government balance for the Metherlands will improve
from -1.8% of GDP in 2015 to -1.7% in 2016 and -1.2% in 2017, Higher tax revenues as a result
of the ongoing recovery of the economy and reduced public expenditures due to the decline of
unemployment and continued low interest expenditures on outstanding public debt contribute fo
the improvement of the general government balance, On the other hand, reduced income from
natural gas (as a result of 3 drop in both price and production wvolume) have led to lower
government revenues, and additional costs for sheltering asvlum seekers have led to higher
expenditures in 2017 compared to 2015, The net result is a projected improvement of the general
government balance by 0.1% from 2015 to 2016, and by 0.5% from 2016 to 2017, The
Metherlands will thus remain well clear of the 3% excessive deficit reference value, Based on the
current CEP, the structural govemment balance amounted to -1.0% of GODP in 2015, The CEP
projection shows a structural balance of -1.6% for 2016, and -1.2% for 2017,

The Dutch general government debt is forecast to continue the declining path that began in 2014
gross government debt is expected to decrease from 65,1% of GDP in 2015 to 64.,1% in 2017,

The Metherlands is fully committed to European budgetary agreements, The Metherands will
adhere to its regular national budgetary framewarlk, which is aimed at rmaintaining revenue and
expenditure ceilings, In this way, the MNetherlands will remain within the permitted margins of
European budgetary rules under the preventive arm of the SGP, based on the CEP projections,
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Chapter 1: Overall policy framework and objectives

The reguiremnents arising from the preventive arm of the SGP currently apply for the MNetherlands,
The preventive armmn reguires that Member States comply with the medium-term budgetary
objective (MTO), which prescribes a minimum structural balance to be realised in the medium
termn. Member states who do not comply with this balance wet, must annually show sufficent
improverment in their structural balance towards the MTO. Furthermore, Member States must
comply with the expenditure rule, which prescribes that non-cyclical expenditure growth, insofar as
this is not compensated by a policy-related increase in revenues, must lag behind {if the MTC has
not been reached yvet) or is equal to (if the MTO is reached) the potential growth rate of the
ECOnOMmy,

The minimum target for the MTO that Member States must strive for is determined by the
Commission's calculations and agreements made by Member States in the Treaty on Stability,
Coordination and Governance in the EMU (the so-called ‘Fiscal Compact’). In its calculations, the
Commission takes country-specific sustainability considerations into account. The Commission
recently updated its calculation of the minimum MTOs for all Member States. For the Netherlands
the calculation led to a minimum MTO of -1,0% of GDP, This, however, is not the MTO that is
binding for the Netherlands, Member States that have signed the Fiscal Compact have committed
themselves, after all, to an MTO of at least -0.5% of GDP.! For the coming period (2017-2019),
the WNetherlands will therefore set the MTO at a structural balance of -0.5% of GDFP,

Finally, as is the case for all Member States, the MWetherlands is obliged to reduce the general
gavernrent debt to below 60% of GOP, in conformity with the SGP's debt rule,

The government's budgetary policy is supported by measures geared towards enhancing structural
gconomic growth, For an overview of the government's reform programme progress, reference is
made to the National Reform Programme, This provides an extensive description of the manner in
which the govemment fulfils country-specfic recormmendations for the Metherlands in terms of the
European Semester, and in which progress regarding the objectives relating to the Europe 2020
strategy is also addressed,

I xcept for Mernber States whose debt levels are significartly below &0% and w ho arejudged to have rminor
long terrn sustain ability risks, Inthat casethe limit iz -1.09% of GDP,
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Chapter 2: Economic outlook

The Dutoh econamy is growing steadily, According to the mast recent forecast by the CFE, the
Dutch economy will grow by 1.8% i 2016 and by 2.0% in 2017 The econamic growth is braad
bhased and both domestic spending and exports provide a2 positive cantribotion, Unampiayment is
expected to cantinue ta 3N to 6.5% in 2017; underilying this decline bath emplayment and iabaur
supoly are projected ta increase.

Introduction

This chapter explains the macroeconomic prospects for the Dutch economy, The Metherands has a
small open economy and is therefore highly dependent on international economic developments,
Far this reason this chapter first addresses the outlook for the international economy, Subsequently
the prospects for the Dutch economy and labour market are discussed for this and next year,

International develbpments and external assumptions

The Metherlands has a small open economy and is therefore highly dependent on economic
developrments abroad. For forecasts of the Dutch econory it is necessary to have an international
outlook and to make wvanous technical assumptions, In the CEP forecast, in an external
environment subjedt to various uncertainties, the global economy is projected to grow by 2,9% in
2016 and 3.2% in 2017, World trade relevant to the Netherlands is recoverng and is projected to
increase by 3.6% in 2015, 3.8% in 2016 and 4.4% in 2017, That means that growth, particularly
in developed economies, is continuing. Risks in the external environment are mainly on the
downside, These relate to uncertainty about growth of emerging economies and the strong
decrease of the oil price, The technical assumptions for the short term include a further decrease in
the price of raw matenals, and crude oil in particular. The ol price (Brent) falls further from 52.5
UsS dollars per bamel in 2015 to 31.7 US dollars in 2016, In 2017 the oil price is projected to rise to
37.7 US dollars per barrel, The forecasts furthermore assume that the exchange rate of the eurn
against the US dollar will drop marginally in 2016 to 1.09, and remain unchanged in 2017 relative
to 2016, Despite downward nisks, international developrients continue to contnbute in & positive
manner to the growth of the Dutch economy,

Table 2.1 External assumptions

2015 2016 2017
Shart-term interest rate (annual average) nan -0.1 -01
Long-term interest rate (annual average) nr 0.6 0.6
USD/EUR exchange rate {annual average) 1.1 1.09 1.09
Mominal effective exchange rate® -2.1 2.4 0z
Waorldwide GDP growth 2.8 2.4 K
EU GDP growth 14 1.6 1.7
Relevant world trade 36 a8 44
il price (Brent, USD/barrel) a2.48 ny T

* Parcertage changes in respect of a basket of competitors
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Economic outlook

The Dutch economy is projected to grow steadily by 1.8% in 2016 and by 2.0% in 2017, This
growth follows a growth rate of 1.0% in 2014 and 2.0% in 2015, In 2015 GOP once again reached
the level of 200&. It is also worth noting that from 2015 to 2017 domestic spending has
increasingly supported growth, In prior vears econoric growth was rmainly dependent on exports,

Table 2.2 Macroeconomic prospects

2015 2015 2016

2017

ESA code | Lewvel

rate of |rate of | rate of
7 billony | change  [change  [change

1. Real GDP Bi*g G791 2a 1.8 2.0
2. Morninal GOP (£ billion) Bl*g G791 245 2.4 249
Campanenis af real GDP

3. Private consumption expenditure P.3 3017 1.6 1.6 20
4, Government consurmption expenditure P.3 1701 -0.3 2.0 0.z
5, Gross fixed capital farmation F.51 1326 10.3 48 3.2
6, Changes in inventories () P.5Z+P.53 =T -0.6 0z nz
7. Exports of goods and services P.G a54.4 47 3.6 41
&. Imports of goods and services P.7 4770 449 a.0 4.4
Cantributiaons ta real GDP grawih

9. Total domestic dernand G04.3 24 21 1.6
10, Changes in inventories (4 P.52+P.53 =37 06 0.z 0.2
11, Extermnal balance of goods and services B.11 7a.4 n.a -0.4 0.z

The growth figure of real GDP for 2015 is brought up to date bazed on actual Statistics M etherlands (CBS)
figures,

For this and next year, exports continue to provide a positive contribution to economic growth, In
2016 exports are projected to increase by 3.6%. Due to the recovery of relevant world trade,
gexport growth will accelerate to 4.1% in 2017, Chapter 4 looks at the consequences for Dutch
gexports and the economy of a scenario where growth of the global economy falls short of current
expectations,

Investments are foreseen to increase by 6% this year, after an inorease of 7.2% last yvear, Both
business investments and investments in housing are expected to rise, Business investments
increase due to various factors, First of all, the level of capacity utilisation has increased in recent
years, To keep pace with the growth of dermand, producers must allow their production capacity to
increase, Secondly, the profitability of businesses has improved, partially as a result of the fact that
low prices for raw raterials and energy have not been fully passed on in final prices, Thirdly, low
interest rates enhance long term profitability of investments, Housing investments are related to
the ongoing recovery of the housing market and the increase in the number of housing
transactions in recent years,
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In 2016 and 2017 prvate spending by households is projected to grow by 1.6% and 2.0%,
respectively, In 2016 private spending is expected to be higher due to an increase in real wages,
the strengthening of the job market and the (labour) tax relief package of £ 5 billion. Mot all the
gxtra income will be spent immediately: a portion will be saved and will be spent in the future, This
will have a positive effect on household spending in 2017, Positive capital formation due to a
recovering housing market and the strengthening job market will also support higher spending next
year,

To summarisg, in coming years broad-based economic growth will be supported by both domestic
spending and by expaorts,

Labour market

Unemplovrment is falling slowly but steadily from a level of 6.9% in 2015 to 6.5% in 2016 and
6.3% in 2017, The underlying supply of and dermand for labour is increasing, but the increase in
dermand is greater. Rising production gradually is gradually being translated into a strengthening
job matket, In 2016 employment (in terms of the number of workers) is projected to grow by
1.1% in 2016 and 1.0% in 2017, At the same time the working population is projected to increase
by 0.3% in 2016 and by 1.2% in 2017 due to policy measures such as labour tax relief measures,
the increase of the statutory retirement age, and due to the background trends such as the higher
worforce participation rate of women and older workers,

Table 2.3 Labour market developments

www.parlament.gv.at

2015 2015 2016 2017
ESA code level rate of rate of rate of
change change change
1. Emplovment, persons (x 1.000) ae11.4 n.a 1.1 1.0
2, Employment, hours waorked 12,4030 na 1.3 na
3. Unemployment (% of the working population) 614.0 .49 6.4 f.3
4, Labour productivity, persons it 1.1 0.7 1.0
5. Labour productivity, hours worked a4.3 n.a 0.4 1.1
6. Compensation of employees 0 3346 1.8 2.6 3.0
7. Compensation per emplovee (€) e 1.2 2.2 2.1
g
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Chapter 3: Budget balance and government debt

The favourabie econamic develgpments and the defict reduction measures taken in the past few
years have ensured that Dutch public finances witl conbinue ta imarave in farthcoming years, The
general gavernment balance is expected to be -1.7% af GDFP i 2016 ang -1.2% of GOF in 2017,
The Netheriands has thus sustainably distanced itself from the S5GF5 reference value of 3% of GOF,
The gross government gebt conbinues its declining path and is expected to fai to 64.1% in 2017,
Ahead af the regular budgetary process in the saring, the structural balance /s expected to stand at
-1.6% af GOF in 2016 and -1.2% of GOF /i 2017 Based on CEF grojections, carrected pubiic
expanditures are assumed to have fallen by 0.6% in 2015 and are expected ta increase by 1.2%
and 1.0% in 2016 and 2017, respedively,

Introduction

This chapter describes the policy strategy regarding public finances and provides an overview of
the development of the budget balance and government debt in the short and medium term.,

Policy strategy

One of the most important elements of the Netherands” budgetary policy is adhering to real net
expenditure ceilings, To this end, the threshaold of permitted growth of real public expenditures 1s
determined at the beqginning of the government’s term in office, The focus on expenditure ceilings
has in the past proven to be an effective means of ensuring sustainable public finances, Every
cabinet minister is financially responsible for the expenditures in his or her policy field, This system
is seen to be clear, credible and predictable.

At the beaginning of the current gowvernment’s term, extensive packages of defict-reducing
measures were implemented to secure the long-term sustainability of public finances, Since the
Rutte-fAsscher Coalition Agreement, the impact of policy packages is an ex-ante improvement of
the general govermment balance by € 15 billion in 2015 and by € 18 billion in 2016, In 2016 the
government designated a portion of the improvement of the general government balance for a
specific measures to reduce the tax wedge on labour by £ 5 billion in structural terms. The
measures in this £ 5 billion package allow the govemment to follow up recommendations from the
European Comrmission, and the Organisation for Economic Cooperation and Development (QECD)
to structurally reduce the high tax wedge on labour,

Budgetary forecast for the short and medium-term

CPB projections in the 2016 CEP are used as the starting point for this Stability Programme. The
gconomic outlook in the CEP projection also provides the basis for the decision-making process for
the budget of 2017, CEP projections assurme no policy change, That means that no account is taken
of any additional efforts to adhere to the fiscal framewors, However, the starting point for budget
preparation is adherence to the regular national fiscal frameword:, Application of this fiscal
framewor: will improve the general govermment balance, structural balance and corrected public
gxpenditure in 2017 relative to the CEP projections, By doing so the Metherlands will stay within
the permitted margins of the European budgetary rules, based on current projections,

Bax: The Dulch fiscal fFrameawark

The government applies a trend-based fiscal framewor: within the boundaries of the
European budgetary agreements, Important elerments of the Dutch national fiscal
framew o are:

- Control of expenditures using real net expenditure ceilings based on the multi-year
expenditure forecast as laid down at the tirme of the Coalition Agreement,

- Macroeconomic stabilisation of the economy via revenues and control of taxes and
social health insurance premiums for citizens and businesses, using a revenue
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framework based on the policy-related increase in the tax burden as determined at
the time of the Coalition Agreement. This revenue frameworlk is not a maximum, but
rather a predetermined level of the tax burden. That means that an increase in taxes
{including social health insurance premiums) in one area, relative to the level
determined in the Coalition Agreement, should be compensated by tax relief
elsewhere (and vwice versa), Developments in revenues themselves are considered to
be endogenous, These revenue fluduations will influence the general gowernment
balance.

- Distinction between revenues and expenditure, This distinction is the result of keeping
the expenditure framewark and the revenue framewod: separate. This distinction
makes even more explicit that additional expenditures must be fitted in under the
expenditure framewaorl, and tax relief or additional revenue increases must be
compensated within the revenue framewors,

- A main decision-making moment for the expenditure side of the budget in the spring,
based on the CPB's Central Economic Plan {CEFR), and a decision-making rmoment for
the revenue side and purchasing power based on the CPB's (draft) Macro Economic
Outlook (MEW) in August,

These elerments are described in budgetary rules that were agreed to at the start of the
government’s term in office, and were published as an annex to the Coalition Agreement.
The requlations pertaining to budgetary discipline also form part of the budaetary rmles,
These regulations have existed for a long time and were already maintained long before
the start of the trend- based budgetary policy in 1994, The most well-known rules are that
overspending of a department’s budget must be compensated, and that this
compensation must in principle take place within the same budget as where the
overspending occurs, Windfalls may not be used to finance increased policy expenditures,

Figure 3.1 shows the forecast overspending of the expenditure ceilings in the CEF,
published in March, and the Budget Memorandum, published six months later, for the
perind 2009-2016, This fiqure shows that aver this time period, due to policy adjustments
{amongst other things), overspending forecast in the CEP was consistently resolved by
the time the Budget Memarandum was published,

Figure 3.1 Expenditure framework in € billions (- i=s deficit)*

CEP prajectan kv 1+1

Budgel Memarandum
200 2010 20i1 2012 2011 2014 2015 201E

A bt A E koM ooons o

*fis a reault of the crisis in 2009 and 2010 a package of stimuluz measures, inoreased unemployment expenditures
and changes in government prices relative to the national price level were exduded from the framewarks, If the
overspending amounts to exacty 0 then no bar isvisible,

The govemment's decision making on the budget takes place in the months of March and
April, The results, insofar as they relate to 2016, are commmunicated to parliarment by way
of the Spring Memorandurn on or before 1 June, The implications for the year 2017 and
bevond are presented in the Budget Memorandum, which is published during the 'State
opening of Padiarment' in September.
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In recent wears the Methedands has convincingly prowen that it is committed to European
budgetary rules. At warious points in time over the past few vears, packages of measures have
been introduced to improve the long-term sustainability of public finances, Mearly all these
measures have subsequently been codified in legislation, The total ex-ante general government
balance improverment as a result of these measures amounts to € 42 billion in 2016 and increases
to € 46 hillion in 2017, The incorease of £ 4 billion between 2016 and 2017 mainly stems from the
cumulation of measures in the Rutte-Asscher Coalition Agreement, This is shown in table 3.1,

Table 3.1: General government balance improvement of policy packages (in £ billion)

2015 2016 2017

1. Coalition Agreement Rutte-Yerhagen -15 -19 -19
2. 2013 Budgetary Agreement -5 -10 -10
3. Coalition Agreement Rutte-Asscher {incl, Zijlstra-Samsom -10 -13 -16
motion and Social Agreerment)

4, Housing market package 0.2 0.2 0.3
5. Additional padcage {incl. 2014 budgetary agreements) -6 -6 -6
6. Tax-relisf measures 5 5
7. Total ex-ante general government balance -42 -42 -46
improvement

Measures which cause high cumulation on the expenditure side include the overhead redudtion
target for the central government (including autonomous administrative authorities) and general
agreements (“hoofdlijnenakkoorden™ in healthcare; the adjustment of the Witteveen accrual rate
for pension savings accounts for the largest improverment on the revenues side,

Actuzl general government balance

The general govemment balance has consistently improved in recent years, Improvement will
continue in the coming wears, The CEP projects the budget deficit to drop further from 1.8% of
GDPin 2015 to 1.7% in 2016 and 1.2% in 2017, The reduction of the budget deficit is mainly due
to recovering economic growth which leads to higher govemment revenues and lower
unemployrment benefits. The general government balance thus remains well below the excessive
deficit reference value of 3% of GDP, Figure 3.2 shows the development of the general government
balance in recent years,

Figure 3.2 Development and projection of general government balance (% of GDP)

2013 2014 2015 Z016 Z017

General governmert balance

s cessive deficit reference value

11
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Relative to the Draft Budogetary Plan {DBP) subritted in Septernber 2015, the aeneral government
balance for 2015 is somewhat more positive, This is mainly due to tax revenues being higher than
previously expected, and is achieved despite decline in natural gas revenues, The decline in natural
gas revenues is a result of both a reduction of gas production and a decreasing gas price. Together
with higher costs for sheltering asylum seekers, this ensures that the general govermment balance
for 2016 is somewhat more negative than forecast in the DBP,

Structural balance
In the medium term the Netherlands is aiming for a structural balance of -0.5% of GDP?,

Relative to the DBP of 2015, the structural balance in 2015 improves by 0.2 percentage paoints, and
deteriorates by 0.3 percentage points in 2016, Hence the structural balance in 2015 is now
projected to reach -1.0% of GDP and to detenorate to -1.6% of GDP in 2016, This deteroration is
partially due to the fact that the economy is growing relatively more than the actual general
government balance is improving. In addition, there is a one-off correction for the Own Resources
Decision amounting to 0.3 percentage points, In 2017, improverment of the general govemment
balance will be compensated by economic growth and a closing of the output gap, which is why the
structural balance will barely change according to CEP calculations, Since there is no one-off
correction in 2017, the structural balance is nevertheless projected to improve to -1.2% of GDP,

Development of expenditure in relation to the expenditure rule

According to the expenditure rule the rate of increase of corrected public expenditures may not be
higher than potential growth rate of the economy, corrected for a set budgetary effort, This set
budgetary effort is derived from the developrment of the structural balance, and aims to make
public finances sustainable in the medium-term. &s a result of adhering to its reqular national fiscal
framework, the Metherlands will also remain within the margins of the European budgetary rules
relating to the expenditure rule,

Gross government debt

Table 3.2 reflects the extent and development of the gross govermment debt, At the time that the
CEP projection was published, it was assumed that gross government debt armounted to € 449
billion at the end of 2015, which corresponds with a debt ratio of 66.3% of GDP, According to the
CEP gross govemment debt decreases to 65.4% of GODP in 2016 and to 64.1% in 2017, The
decrease in gross government debt is the result of an improvement in the primary balance,
amongst other things, and the sale of a portion of the shares of the nationalised bank ABMN AMRO,
In addition, the debt level falls as a result of a pick-up of econoric growth: higher growth of
nominal GOP ensures that debt, expressed as a percentage of GDP, falls {denominator effect).
Figure 3.3 shows the development of the debt level in recent yvears,

Zince the publication of the CEP it has becomne dear from Statistics Metherlands (CBS) figures that
government debt amounted to € 442 billion in 2015, equal to 65.1% of GDP at the end of 2015,

The debt level is therefore oriented on a downward path towards the 60% reference walue, in
compliance with the debt criterion. The medium-term outlook of the CPB projects that government
debt will fall below 60% in 2019,

% Thiz is explained in rore detal in chapter 1.
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Table 3.2 The develpment of gross government debt

in %o of GOP ESA 2015 2016 2017
Code

1. Gross debt 65.1 65.4 64.1

2. Change in gross debt ratio -3l 0.3 -1.4

3. Primary balance -0.6 -0.5 0.0

4, Interest expenditure EDP D41 1.2 1.2 1.2

5. Stock/flow adjustment -5.0 -1.4 -2.5

af wiich:

- Differences between cash and acoruals 0.2 -0.2 0.0

- Met accumulation of financal assets -3.5 0.7 -0.7

arf which:

- Privatisation proceeds -0.6

- Denomin ator effect -1.6 -1.9 -1.9

The figures have been adiusted based on realizations of qross government debt by Statistics Methed and= [CBS) for 2015
Thess CBS figures were notincluded in CEP projection=forthe government debt of 20016 and 2017 This accounts for the rize in
debt level between 2015 and 2016,

Figure 3.3 Development and projection of gross government debt (%% of GOP)
2013 2014 2015 2016 2017
70
62
il
64
62

]|
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Chapter 4: Sensitivity analysis and comparison with previous update

Compared to the Stabiity Programme of Aprt 2015, the projections of 3 few macroeconomic
variabies have been adjusted, Farecasts for economic growth are currentty somewhal maore
favaurabie, Gross gavernment debt decreases significantly mare guickl than pgresumed in Agril
2015 The actual development of these wariables, is sensitive to external economic shocks,
nouding developments of the glabal ecanamy and share prices. In arder to provide 2 better insight
mta these effects for the ecanomy angd far pgublic finances, this chapter describes twa aftternative
SCENarias,

Introduction

This chapter describes how forecasts of economic growth, the general government balance and
gross government debt differ relative to the previous update of the Stability Programme (april
2015}, Subsequently the implications of two alternative scenario’s are examined.,

Comparison with Stability Programme of April 2015

Table 4.1 shows how current forecasts for GOP growth, the general govemment balance and gross
government debt have been adjusted relative to projections in the previous Stability Programme.
The current forecasts underline that economic growth in 2016 remains unchanged relative to
forecasts of a year earlier. In 2017 the economy is projected to grow a little faster than in the
previous forecast, The general govemment balance has deteriorated for the period 2015-2017
compared to figures in the previous Stability Programme. This rise in budget deficit is largely
explained by reduced revenues accruing from natural gas and the € S billion tax-relief measures, In
the same period, gross govemment debt has improved considerably relative to figures in the
previous Stability Programme, This improvement is mainly a result of the higher projections fo
econamic grawth (the so-called denominator effect), the sale of the first portion of ABN AMRO
shares, and the larger positive balances that were kept in reserve at the State Treasury by local
and regional governrments,

Table 4.1. Divergence from Stability Programme 2015

in % of GDP ESA Code 2015 2016 2017
Real GDP growlh

Update April "15 1.7 1.5 1.6

Current update 2.0 1.6 2.0

Difference +0.3 0.0 +0.4
General gavermnmeant balance EDP B.9

Update April *15 -1.8 -1.2 -0.7

Current update -1.8 -1.7 -1.2

Difference 0.0 -0.5 -0.5

Grass gavernment deht

Update April "15 65,5 67.8 67.0
Current update 65.1 65 6.1
14
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Difference -3.7 -2.4 -2.4

The growth figure of real GDP for 2015 has been brought up to date based on Statiztics Netherland= (CBS)
figures.

Alternative scenarios and risks

The Metherlands is a small open economy which is sensitive to developments in the global
gconamy, Wia relevant waorld trade, shods in the global economy have an effect on the Dutch
gconomy, A& drop in share prices also has consequences for Dutch economic growth, among other
things wa wealth effects and the impact on business investments, The sensitivity analyses below
show how the economy could dewelop relative to the baseline in the CEP into two alternative
scenatios, which are caused by an external economic shock, Both scenarios assume that the
geconomic shods ocours &t the start of 2016, and subsequently presents the effects of that shod for
the period 2016-2017. The first scenario is derived from and presented in the 2016 CEP. The
second scenario has been drawn up by the Ministry of Finance, based on a background document
for SAFFIER (CPB's model for short-term projections, medium-term scenarios and analyses of
Coslition Agreements and policy optionsy.?

: . — .

In the latest forecast the CPB indicated downside risks in the developrment of the global economy,
The CPB illustrates the consequences for the Dutch econory of these downward risks with an
alternative scenano. In this scenario spending in large developed countries increases by 1% of GDP
less than in the CEP baseline, and by 2% of GDF lessin China,

Lower spending abroad impadts the Dutch economy mainly via reduced agrowth of relevant world
trade and its negative impact on Dutch exports, In conseguence, economic growth in the
Metherlands is 0.2 percentage points lower in 2016, and 0.5 percentage points lower in 2017, This
means that economic growth in this scenario would be 1.6% in 2016 and 1.5% in 2017, The model
also shows the delayed effect of this scenario on business investments and spending by private
Fousehalds, Where capital formnation and spending by househalds are not affected in 2016, capital
formation shrnks by 1.5% and private spending falls by 0.2% in 2017, Finally, unemployrment and
the budget deficit both increase by 0.1% in 2016 and 0.3% in 2017,

Deviation to Deviation to

basikc scenario | basic scenario
2016 2017
Relevant world trade -0.9 -1.4
volume of GODP -0.2 -0.5
Private consumption 0.0 -0.2
Capital formation, (including inventories) 0.0 -1.8
Expaort of goods, excluding enengy -0.7 -1.2
Inflation -0.1 -0.5
Unemployment rate (% working population) 0.1 0.3
General government balance (% of GDP) -0.1 -0.3

1 gee alsor CPe, 2011, SAFFIER II Altern gives, background docurnent o SAFFIER II(CPR docurment 217)
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: . 22 D . .

Uncertainties in the global economy could also have repercussions in financial markets, Table 4.3
shows a scenano with a permanent drop of 20% of share prices in comparison with the baseline,
This scenario focuses on the share capital of households, In this scenario, no account is taken of
the adverse effect on the financial position of pension funds, in which decreasing assets of pension
funds lead to an increase in pension premiums and therefore to lower disposable income, In the
short term a lower level of the share capital of households leads to less spending by households via
a negative wealth effect. In addition, business investments are falling, Growth of GDP in 2016 is
naot noticeably impacted vet, but in 2017 it decline by 0.1% relative to the baseline, The effect on
the general government balance in 2016 is almost nil, whereas the general government balance in
2017 deteriorates by 0.1%.

Table 4.3 - Alternative scenario 2: decline in share prices by 20% (deviations in &)

Deviation to Deviation to
basic scenario | basic scenario
2016 2017
Yolurne of GDP 0.0 -0.1
Private consumption -0.1 -0.1
Business investments, excluding housing -0.1 -0.2
Export of goods, excluding energy 0.0 0.0
Inflation 0.0 0.0
Unemplovment rate (% of working population) 0.0 0.0
General government balance (% of GDP) 0.0 -0l
16
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Chapter 5: Sustainability of public finances

in racent years the Netheriands has taken pofcy measures to imprave the lang-term sustainability
af public finances, In the spring of 2014 the CFE poblished 3 new sustainability study, The study
was vpaated in the spring af 2016 and published together with the Medivm-term QOublook at the
end af March. In this current versian af the stody, the sustainabilty surpius amounts o 0.7% af
GOF, Sustainahiity of EU Member States, including the Netherlands, has aisg been closely
examined by the Euvropean Commissian, This chapter gravides an averview af the results af bath
reparts, The autstanding expasure of the govemnmeant's cantingent labilities has fatlen since 20013,

Introduction

This chapter provides an explanation of the calculation of the sustainability balance by the CPB and
the European Commission, and of forecasts of government expenditures and revenues until 2060,
fin overview is subsequently provided of contingent liabilities of the Dutch govemment, pursuant to
European budgetary miles,

Sustainability balance

The sustainahility of public finances is assessed on the basis of the so-called sustainability balance,
This balance shows whether future tax revenues are sufficient to cover future government
expenditures (including expenses for interest on outstanding government debt), In case of non-
sustainable public finances, govermment debt continues to Hse, and spirals out of control in the
long term, Motably, the sustainability balance itself says nothing about debt developments over the
time period under consideration, or at which level govemment debt will possibly stabilize,

In orderto be able to quantify the sustainability of public finances, assumptions must be made
about future developments, In calculating the sustainability balance, the assumption of ‘constant
arrangerments’ plays an important role, This assumption implies that future generations can benefit
to a similar degree from public services at a constant tax burden {as a percentage of GOP) as is
faced by present generations, *Constant arrangements’ are different from an unchanged palicy. An
unchanged policy would imply that, under the assumption that personal incomes continue to rise,
in the long term everyone would end up in the highest tax bracket and the tax burden would
therefore increase. In contrast, in the case of ‘constant arrangements’ the tax burden, expressed
as a percentage of GDFP, will remain the same,

Demographic developments influence the developrment of public expenditures and revenues, Table
5.1 illustrates that in the future the share of people aged 65 and over in the total population will
increase, Public pension expenditures (AOW ) and healthcare expenditures (both long-term as well
as curative) will increase between 2010 and 2060, This increase will occur despite previous reforms
implemented intended to control the increase of expenditures in the area of healthcare and
pensions, But by the same token, government revenues rise in the same period as a result of
greater private spending and lower savings. Dissaving will take place due to an ageing population
as mare pensions are paid out than are being accrued by vounger generations, Table 5.1 also
shows that the labour force participation rate for those aged 15 to 64 will increase, For those aged
55 and over the labour force participation rate will also continue to nse due to an increase of the
statutory retirement age and the phase-out of pre-pension schemes. The labour force participation
rate of those aged 65 and over will also rise due tothe increased statutory retirerment age,

In the CPB's updated sustainability study of March 2016 the sustainability balance amounts to
0.7% of GDP. This modest sustainability surplus means that public finances are sustainable, which
means that the debt level will stabilize under the assumption of consistent arrangements, It is
impartant to underline that these results are highly dependent on assurmptions, as is also
emphasized in the sensitivity analyses in a previous CPB population ageing survey.? In one of these
sensitivity scenarios, healthcare costs rise 1 percentage point per annum maore quickly than in the

4 CPR, 2014, Minder zorg om vergrizing, CPB Book 12

17

8466/16 ADD 1 MCS/ah 17
DGG 1A EN

www.parlament.gv.at


https://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=101944&code1=RAT&code2=&gruppen=Link:8466/16;Nr:8466;Year:16&comp=8466%7C2016%7C

reference scenario, This leads to a detenoration of the sustainability balance by 5.6% of GDP. This
illustrates the importance of controling healthcare expenditures for the long-term sustainability of
public finances,

The current sustainability surplus is considerably more favourable than the sustainability gap of
4.5% of GDP in 2010.° In the subsequent period, many sustainability-improving reforms have been
implemented, The statutory retiremnent age will be raised further in the future, and future
healthcare expenditures will nse more slowly than what was reflected in the calculation of the
sustainability gap in 2010,

Table 5.1 Sustainability of public finances

in % of GDP 2010 2020 2030 2040 2050 2060
Total expenditure 48.2% | 42.2% | 421% | 43.9% | 43.4% | 426%
af which:

Age-related expenditure 20.8% 21.4% 22.2% 25.2% 25.3% 25.1%
Pension expenditure B, 2% 6.6% G, B 7.8% 7.5% 7.3%
Social security expenditure 11.7% 11.3% 11.1% 12.2% 11.9% 11.7%
Old-age and early retirement pensicn 4,59 4.8% G, 2% B.1% G.6% G, 3%
Other pensions (disability, survivors) 1.7 1.8% 1.6% 1.74% 1.9% 1.9%
Orccupational pensions [government) [ 04 (n0P4 [ 04 0. ¥4 04 [ 04
Healtheare (cure) 5. 9% 7.2% 7.7% 8.5% 8.6% 8.5%
Long-term care 3.5% 2.6% 304 3.8% 4.3% 4. 4%
Education expenditure 5.1% 5.0F4 4, 7% 5.1% 5.0F4 4.9%
Other age-rel ated expenditure 0 DHa 0P 0 Fa 0.Ha 0 0Fa 0 Ha
Interest expenditure 1.8 (9% 1.2% -0 2% -0L8% -1.44%
Total revenue 43.2% | 42.6% | 455% | 4608 | 45.8% | 453%
of which: property income 2.74% 1,1% (r 8% 0 74 (r 7% [k 7%

of which: pensioh contributions (or soeizl

. . 3.3% 3.3% 3.3% 3.3 3.3% 3.3%
serl ity premiums)

Pensich reserve fund assets 138.8% | 1801% | 176.8% | 168.4% | 159.1% | 155.0M
of whith: eensolidated public pensicon 0. 0.0 0.0 00 0.0 0.0
fund assets

Sysiemic pensian refarms

Sorial rontributions diverted to

) 004 0.Ha 00k 0.¥s 0.Ha 0.0
mandatory private scherme

Pensich expenditure paid by the

) 4. 8% 5.7 6. 4% 7.4% £.3% 5.8%
mandatory private scherme

A=ssumplions

Labour productivity growth 1.5% 1.044 2.4% 1.6% 1.4% 1.5%
Real GDP growth 1.0 1.8% 2.1% 1.5% 1.7% 1.5%
Participation rate males {15-64) B3.7% | A5.5% | BeD% | BY.3% | BAODYW | BYEYM
Participation rate females (15-64) F20 | Je0ed | FeeY | YB1% | TR3W | TRE%
Total participation rate {15-64) FE2% | BDYW | BLUW | B2.0% | BAOYW | B3IZW
Unemplovment rate (20-64) 5.1% B.4% 5.5% 5.5% 5.5% 5.5%
Population aged 65+ as % of total 16.7% 20,64 74 8% 27 3% 37,064 27 19
population

s CPB, 2010, Vergrizing verdzeld, Special CPB Publication 86
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The modestly positive sustainability balance, as calculated by the CPB, differs significantly fram the
result in the most recent forecast of the European Commission at the beginning of 2016, The
Comrission projects a sustainability gap of -4 .5% of GDP, The reason far the discrepancy between
the two calculations is that the Commission places less emphasis on the increase of future tax
revenues as a result of the aforementioned dissaving due to population ageing. Compared with
other countries, the Metherlands has accrued extensive pension savings. Future ageing-related
dissaving will lead to greater spending and therefore more VAT revenues, The Commission's
calculation takes less account of this spedfic Dutch pension scheme than the CPB does.
Monetheless, the Commission's caloulations underline the necessity of paying continuous attention
to preserving sustainability of public services in Member States, as these services must also be
accessible and affordable for future generations.

Contingent liabiliies

The policy for national guarantees is laid down in budgetary rules and in govemment regulations,

Based on the budget rules, a "no, unless" policy applies with regard to contingent liabilities,

Although new nsk arrangements are sometimes necessary, the Dutch government acts in the most

resetved manner possible, The government thinks it is important to not only assess new

arrangerments, but also to exercise restraint with regard to (broadening) existing arrangements,

The government achieves this through the implementation of the Assessment Framework Risk

Arrangementst, Three key elements the assessment framew ork focuses on are:

+ The reason for government intervention and choice of instrument, in other words usefulness
and necessity;

+ The management of risks, both ex-ante and ex-post (govemance);

+ The pricng of nsk as well as implementation costs and costs of losses,

The guarantes framework can be surnmarised as follows"

+  A"no, unless" policy applies to all guarantees and loans.

+ Inprinciple, all arrangements must have a sunset clause,

+ The assessment framewark for risk amangements is always submitted to Parliament.

+ Incase of new arrangerents and amendrments to existing arrangements, (other) risk
arrangements will have to be decreased.,

+ A rule will ensure the scaling down of unused caps.

+ Retrenchment of arrangements will be considered,

+ A second opinian will be requested from an independent, specialist party with reqard ta risk
managernent and the setting of premiums for large and complicated risks,

In the perod 2005-2012 the number of government guarantees rose significantly, The most
impaortant explanation for this is the finandal crisis and the subsequent economic downturn,
Motwithstanding reservations that the government has about providing new guarantees, measures
were necessary to counter substantial systemic risks, both nationally and in the context of the
Eurozone, 2013 Saw the first subseguent decline in the outstanding exposure of contingent
liabilities, Among other things this was a result of a reduction in the guarantee cap which the Dutch
government gave to the provisional emergency fund of the European Financial Stability Facilty
{EFSF), This decling continued in 2014 and 2015, The number of outstanding guarantees dropped
from £ 214 billion in 2013 {33.3% of GDP) to € 196 billion in 2015 (2&,9% of GDP).

Table 5.2 provides an overview of outstanding quarantees in 2015 with their outstanding amounts
at the end of 2015, All guarantee liabilities above € 1 billion have been shown separately in the
tahle, & distinction is made between quarantees concluded in wiew of international agreerments and

& Fttp Y ww w.rij ksoverheid.nlf docurnenten- en-publicaties/ regelingen/ 2012/ 03/0 5/ toat singsk ader -
rizicaregelingan. html

For 3 full averview see: htkpiffwww rijksoverheid.nlf dacumerten-en-
publicatiesfkamerstukkenyd 201 3¢ 09/ 17/r apport- cornrnissie-rizicoregelingen- en-k abinetsr eactie bt
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national guarantees, Approximately three quarters of outstanding guarantees were established in
view of international agreements,

Table 5.2. Contingent liabilities*

in € billion 2015
Total guarantees 196.0
Which indude

International guarantees total 156.5
European Financial Stability Faality (EFSF) 49,6
DME participation in IMF capital 49.3
European Stability Mechanism (ESM) 354
European Investrnent Bank (EIR) =
Warld Bank 4.3
European Financial Stabilisation Mechanism (EFSM) 2.8
EU Balance- of-pavments (BoP) assistance to Mermber States 2.3
Regional development bank guarantees 2.3
National guarantees total 33.2
Facility for nuclear disasters (WaKO) 9.5
Export credit insurance (EKV) 134
Guarantes De Mededandsche Bank (DNB) 5.7
Guarantes SHS 2.6
Guarantee for loans to SMEs (BMKE) 1.5

*Includes all guarartee schermes with an outstanding exposure greater than € 1 billion, Thiz overview has been
provided by the Ministry of Finance and represents the cutstanding armourts at the end of 2015,

Aside from guarantees, the Metherlands also has so called indirect guarantees. These concem a
total sum of about £ 280 billion in 2015, However, the risk to the govemment from indirect
guarantees differs significantly from risk stermming from direct guarantees, There are a number of
reason s for this, Firstly, in the case of an indirect quarantee the quarantee is not issued directly by
the government, but by a specially appointed indiredt guarantee fund, The government therefore
only acks indirectly as the guarantor. Secondly, indirect guarantees hawve multiple layers which
significantly limit the risk to the government, The government is only liable when the guarantee
fund cannot meet its obligations, The fund's own equity forms the first layer, This is followed by the
obligation of participants to finandally support the fund if the fund's equity drops to below a certain
level, Only in an extreme case can the fund have recourse to government support, & fund would
then receive an interest-free loan from the central government, and in some cases also from local
and regional governments, Since this loan must be repaid, the impact is of a temporary nature,
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Chapter 6: Quality of public finances

Ensuring the quality af public finances is essential ta achieve an effective and efficient deployment
af pubiic resaurces. The Dutch gavernment vses varaus instroments ta safeguard the gquality of
gavarnment expenditures, The gavernment condudts evaluations and ather trpes of impact
research to evaluate the effectiveness of palicy. These insights are suhsequently used to devealop
new palicy and ta amend existing policy.

Introduction

Different types of policy research are conducted in the Metherlands, Government departments
organise evaluation studies and monitors of individual policy programmes. In the Methedands there
is also a systermn of policy reviews and spending reviews (known in Dutch as IBOs), which are
conducted in all policy areas. Furthermore, prior to the initiation of certain large projedts that
indude a go or no-go decision, a social cost-benefit analysis (abbreviated in Dutch as MKBA) is
carried out,

This chapter starts with an overview of the key policy evaluation instruments in the Metherdands:
policy reviews, spending review s and social cost-benefit analyses,

Policy reviews

In a policy review a certain policy area is assessed for its effectiveness and efficiency. An important
feature of a palicy review is that it is a synthesis study: the study assesses the coherent effect of
warious policy instruments, This is often based on underlying evalu ative research, supplemented
with other sources of information.

The policy review assesses whether policy objectives as they have been formulated in the palicy
artide of departmental budgets have been achieved. Every policy area is audited at least once
gvery seven years, The results of the policy review are communicated to Pariament. In this way
Parliament is periodically informed in a structured manner on the results of policy, so that it can
monitor the minister who is responsible for spedfic policy and intervene, if required.

In the coming year, 23 policy reviews will be carried out, The topics extend across the full range of
government policy: for example, policy reviews will be carried out on topics such as unemployment
policies, the system of curative care and policies pertaining to shipping.

Last year was the first time that the structure and scope of policy audits was shared in advance
with parliament, Forthe reviews that will be finalised in 2016, Parliament was thus able to pose
questions and make remarks beforehand. This improves Parliaments's involvement in policy
reviews, In addition, from 2015 onwards all policy reviews will assess which measures could be
taken if significantly fewer resources would be available for the specific palicy area, This is intended
to enhance the usefulness of policy reviews in the decision-making process,

Spending reviews (IBDs)

Ewvery year a number of spending reviews are instituted . Under the leadership of an independent
chairman, spending reviews are carried out by a working group of policy departments, the Ministry
of Finance and other experts, Spending reviews highlight policy alternatives for any perceived
budgetary, political or social issue,

In 2016 seven spending reviews will be completed, One of these spending reviews focuses on
government policy related to social housing, In 2016 a spending review will also be instituted to
establish which measures could effectively stimulate healthy lifestyles {and in so doing, lead to
savings on healthcare costs), Other spending reviews involve cost effectiveness of COZ-reduction
measures, traffic law enforcement, treasury banking for educational institutions and the funding of
infrastructural planning.
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fis is the case with policy reviews, spending reviews are submitted to Parliament, accompanied by
the government's appraisal of the most important findings.

Social costs-benefit analyses

Social cost-benefit analyses are carned out in preparation of a decision on a policy proposal, A
social cost-benefit analysis answers the question whether certain policy proposals that aim to
resolve a sodal issue are expected to be welfare-enhancing, For this purpose, all (social) costs and
benefits of a policy measure, as well as possible altermative measures, are quantified, & policy
measure is welfare-enhancng if there is a positive net balance of social costs and benefits,

This instrument has already been used for many vears in infrastructure and spatial economy as a
standard part of the preparation of the dedsion-making process, Conducting a cost-benefit analysis
has been mandatory for major infrastructure projects since 2000, Aside from the go or no-go
decision, MKBAs can also influence the quality and phasing over time of projects, In order to
improve applicability of the MKBA in the dedsion-making process, the government has had a
general guideline developed by the CPB and the PBEL (Methedands Environmental Assessment
fgency) in 2015, The guideline contains a set of minimurn standards for methodological quality and
for transparent presentation of results, Methodological standards broaden the comparability of

Mk Bas,

The govemment has expressed ambition desire to apply the MKBA instrument in areas other than
infrastructure and the spatial domain as well, The government’s intention is to draw up specfic
manuals for all policy areas, In 2016, at the request of the ministries of Public Health, welfare and
Sport (WWS), Social Affairs and Employrent (S2W), Education, Culture and Science (QCW) and the
Ministry of the Interior and Kingdorn Relations (BZk), a manual was published for the social
domain. Furthermaore, at the request of the ministries of Economic Affairs (EZ) and Infrastructure &
Environment (I&M) new manuals are being prepared for nature and environmental policy,

Research instruments examined closely

In 2016 the Mational Advisory Group on budgetary prnciples (see chapter 7), will analyze the
instrurments themselves, The National Advisory Group will assess the usefulness of the insights that
instruments such as spending reviews and policy reviews provide, Possible alternatives will also be
considered to further enhance insight into the quality of public finances,
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Chapter 7: Institutional features of public finances

An important porpose of the strengthened Stability and Growth Pact (5GFP) and the Treaty on
Stabitity, Coordination and Govemance in the EMU (TECGE) is to reinforce budgetary discipling,
amang ather things, by increasing maiwidual Mem ber States” ‘awnersnio” of European agreemeants,
In conformity with Eorgpean budgetary agreements, the Curopean boudgetary oabjectives have
therefore been legally codified in the Netherlands at the natignal ieve! in the Sustainabiity of Public
Finances Act ('Wet HOF'), This chapter prowvides 3 shart description of the contents of the 'Wet HOF'
and the fuffiiment of ndependent budgetany supendsian in the Netheriands, in which the CFE and
the Councit af State (Raad van State, Rv5) play 3 praminent rale, In addition, the recammendation
af the Nabtional Advisary Group on budgetary principles, whioh is expected before the summer of
2016, is also addressad,

Sustainable Public Finances Act ("Wet HDF')

The essence of the "Wet HOF' is to codify European budgetary agreements and to establish that the
State and local governments {municipalities, provinoal authaorities and regional water authorties)
must make an equal effort to comply with these agreements. In addition, the most important
starting points of the Metherlands' trend-based budgetary policy have been legally codified in this
leqgislation,

Reinforcement of budgetary discipline through independent monitoring

Dutch budgetary policy has traditionally been based on independent projections and analyses from
the CPB. Besides the CPB%s role as an independent forecasting institute, the "Wet HOF' assigns a
prominent role to the Adwvisory Division of the Council of State, In the spAng the Council of State
assesses whether the envisaged budaetary deweloprment in the Methedands complies with
European budagetary agreements based an figures in the CPB's Central Economic Plan (CEP), The
Council of State's assessment in the spring is available prior to the govemment's budagetary
decision making, and can therefore have an impac in an earlier phase of the budgetary cycle,
Furthermore, at the time of publication of the Budget Memorandum, the Council of State assesses
whether the draft budget complies with European budgetary agreerments, At the beginning of this
year two extraordinary State counallors were appointed by the Council of State, This has further
strengthened the fulfilment of independent budgetary supervision at the Council of State,

National advisory group on budgetary principles

In March 2017 a new Padiament will be elected in the Methedands, An important elerment in Dutch
budgetary policy is the recommendation from the Mational advisory group on budgetary principles
{abbrevisted in Dutch as the SBR). By tradition the SBR submits a recommendation on budgetary
policy and budgetary objectives for the coming government term, prior to parliamentary elections,,
The SBR is led by the Secretary-General of the Ministry of Finance, Various departrients are
represented in the SBR, including the ministnes of General Affairs; Finance; Economic Affairs;
Social Affairs and Employment; Public Health, welfare and Sport; and the Ministry of the Interior
and Kingdom Relations. In addition, the CPB and Dutch Central Bank are also represented.
flthough 2 new govemment is not obliged to implement the recornmendation that is provided by
the SBR, manv recommendations by the SBR have been implemented, For example, the current
trend-based budgetary policy stems from a  recommendation made by the SBR. The
recommendation by the SBR is expected to be published before the surmrmer of 2016, This gives
political parties sufficient timme to process the SBR recommendations in their election programmes.,
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Annex - Tables for Stability Programme

Tabla la, Macroeconomic proapacts

2015 2015 2016 017 2018 2015
ESA Code Level rate of rate of vate of | rateof | rate of
(£ billion) dhange change change | change | dhange
1. Real GOP B1%g 5731 2.0 1a 20 1.9 1.8
2 Mominal GOP (£ billion) B1%g 6791 25 29 ) 3 23
Companrants of raal GO
3 Private consumption expenditure P2 3017 1.6 L& 20 1.3 0.9
4, Governmnent conaumpton expenditure | P2 170,11 -0 20 oz 0.9 11
5 Gross fived capital formation P.51 1326 10,3 43 3z 21 21
& Changesin inventories [£) P.52+P.53 =X -0e nz nz (%] 0z
7. Esports of goods and zemvices P.& 5554 4,2 36 4.1 4,1 4,2
2 Impotts of goods and services P.7 477.0 4.9 =0 4.5 4,2 4,1
Contrfbutions to real GOF growth
2 Final domestic dermand &4, 32 24 21 L& 1.2 1.1
10, Changes in inwentoties (£ P.S52+P.53 -3 T -0E 0z nz 0.3 0.z
;:ﬁ?::;mal balance of goodz and B 11 704 o 05 0z 04 05

The growth figure of real GOP for 2015is brought up to date baszed on actual Statistics Metherlands figures

Tabla 1b, Prica devalo pmeants

2015 015 2016 2017 2018 015
ESA
rate of rate af rate of rate of
Code | Level rate of change
change change change change
1. GDP deflatar 100 05 1.1 09 1.4 L5
2 Private consumption detlator 100 0z & 11 1.4 L&
3 HICP 100 [i¥ 03 1.0 1.4 1.5
4, Public conaumption deflator 100 -0.4 s 1.6 22 21
5 Investrnent deflator 100 -0.2 07 03 20 1.4
[ E:-.ap art price deflator [gaods and 100 a0 anm 1.4 07 02
sapices)
T In.npu:-rt price detlator [goods and 100 a0 S0 Lo L0 0z
mvices)
Tabla 1, Labour market devalopmenta
2015 2015 016 2017 018 2015
ESA ate of e of ate of ate of
Code Level rate of change rate r raLe o rate o
change change change change
1. Employrent, persons (= 1,000 22115 ns L1 1.0 0.2 09
2 Employment, hours worked 125030 ns L3 09 0.2 o7
1 Lhen.ﬂplo','ment rate [% of warking 140 £ 65 &3 6o 61
popul ation)
4, Labour productivity, persons 71 1.1 o7 1.0 1.0 1.0
5 Labour productivity, hours worked 54,3 ns 04 11 1.2 L1
& Compensation of employees Dl 246 1.2 36 a0 3.2 29
7. Compensation per employes (£) 320 1.2 22 21 2.5 22
Tabla 1d, Sectoral balancas
% of GOP EDS?E 2015 016 2017 2018 2015
1. Met lending/borrow ing vis-3-vis the B9 1.1 1 105 102 1.2
rest of word
of which:
- Balance of goods and services 11.5 11.2 109 s 10,9
- Balance of prirmary incomes and L5 L5 L4 L4 1.3
transdars
- Capital account -20 -1.5 -1.8 -19 =20
24
8466/16 ADD 1 MCS/ah
DGG 1A EN

www.parlament.gv.at


https://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=101944&code1=RAT&code2=&gruppen=Link:8466/16;Nr:8466;Year:16&comp=8466%7C2016%7C

2 Met lending/borrawing of private
s2ctor

B.9

i0e 101

2 General government balance

ECP B2

-17

-1z

-4 o1

4, Sratistical discrepancy

Genatal gavernment balance for 2015 iz adjusted on the basis of realisations by Statistics

Methetands for 2015

Tabla Xa, Genaral gowarnmant budgetary proapects of total gover nmant

ESACode | 2015 015 2016 2017 018 2015
Level
£ % of
billiam) | % of GOP | % of GDP | % of GOP e sl % of GDP
MNat lending (EDF E.9) by sub-zactar
1. General gavernment 513 -12.4 -1.a8 -1.7 -1.2 -04 o1
2 Central govemment 51311 -11.4 -1.7 -1 -1.6 -1.1 -0.3
3 Skate government 51312
4, Local government™ 51313 K] -0.3 03 -0.2 -0z -0z
5 Sodal sacunty funds 51314 1.2 [} 0.6 06 [E] [
Total General government (513)
& Total revenug TR 2320 43,0 42,7 427 EFE 43,1
i Total expenditure TE 2044 44,8 44,4 439 433 43,0
2 General government balance EDPE.2 -12.4 -1.8 -1.7 -1.2 -04 0l
9 Interest enpenditure EDPCn41 8.2 1.2 1.2 Lz L0 1§}
10, Prirnary balance -4, 2 -0E 05 na it3 1.0
11, Cne-off and other temporary
s aires - - -02 - - -
Salactad comparat te af nevan i
12, Total taxes (= 12a+12b+ 120) 1557 2.9 7 231 230 3.5
12a, Taxeson production and
imports 02 7.8 11.2 11.3 1.3 11.4 11.5
12b, Currenttaxes on income,
wealth, etc, 0.5 783 11.5 11.2 1.5 11.3 11.8
12c, Capital tanes [ZES 1.6 [} 0.2 0z oz 0z
12, Secial contribution = Onel N 14,2 15.0 14,7 152 14.9
14, Property income (W 105 1.5 1.2 Lz 1.1 11
15, Cther 29,2 43 3.8 3.7 36 35
16, Total revenue [=£) TR 2320 43,0 42,7 427 423 43,1
Tax burden 256 i T 3NT 380 2.3
Salactad companants of axpamdfting
17, Compensation of employees +
intzrmediste consurnption O+ P2 100, 4 14,5 14.8 146 14.4 14,2
17a, Compenzation of employess §1 &0,0 EE 2.0 29 EE EL
170, Intermnediate consumption Pz 40,4 EE 5.7 57 3 3
18, Social payments 146, 4 21,6 21,3 2009 209 2.9
ot which Unemployrment ben etits 14.0 21 1.9 1.8 L2 L7
19, Interast expenditure [=9) EDP D41 8.2 L2 1.2 1.2 L0 ]
20, Subzidies [} El 1.2 L2 1.3 1.3 1.3
21, Grozs tived capital formation P51 23,3 EE 33 32 ¥ a1
22, Capital randers 3.5 s 1.1 1.1 L0 1.0
Z3, Cther 14.6 21 1.5 1.7 L& L&
24, Total expenditure (=7 TE 20 4 44,8 44,4 43,9 433 43.0
This table iz adjusted on the bazsiz of realizations by Statistics Metherlands tor 2015
Tabla b, Breakdown of revanus
2015 2015 2016 2017 2018 2018
Lewel
(€ billion) | %6 of | % of GDP % of GDP % of GOP | %% of GOP
S0P
1, Total revenue atunchanged palicy 2920 [430 42,7 42,7 429 42,1
2 Total expenditure at unchanged policy 04,4 44,8 44,4 42,9 433 43,0
Figures tor 2015 adjusted onthe basis of realizations by Statizics Metherlands,
25
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Tabla o, Expanditura to ba exxluded from the expenditure banchmark
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2015 2015 2016 017 2018 2015
Lewel
(£ billian) % of % of GDP | % of GDP | % of GOP | %% of GDP
GOP
1. Expenditure in ELl pragrammes fully
11533.0 oz 0.2 oz 0.2 0.1
rnatched by EU funds revenue
Za, Unerplayment benefit expenditure 13,3 20 1.8 1.7 1.7 1.6
b, Cyclical unemployment benetit
expen diture 1.5 oz 0.1 oo 0.0 0.0
3 Hfect of disaretionary revenue
feasures -0 0o -0.2 oo 0.1 0.0
4, Revenue Increases mandated by [aw
-1.0 01 0.0 0z 0.4 0.z
M the bottam two row s of this table are forecast by the Mnistry of Finance,
Tabla 3. Genaral gowarnmant expenditurs by function (baasd on unchan policy)
CIoFCG Hold i Hold
in 9 of GOP Cade
1. Seneral public services 5.1 49 4,7
2 Defence 2 1.2 11 1.0
3 Publicorder and safety 3 2.0 18 1.7
4, Economic affairs 4 38 39 4.0
5 Enwironmerntal prote ction 5 1.5 1.4 1,3
& Housging % comrmunity amenities & 0.5 0.4 0.4
7. Healthcare 7 2.2 T8 2.0
2 Reaeation, autture and religion a 1.5 1.4 1.2
3 Educaton E 5,4 54 5.1
10, Social protectian 10 17.0 16,3 1534
11, Total expenditure TE 46,2 44,4 430
Tablad. Ganaral gowarnmant dabt dawvalopmants
in % of GLP ESA Code 2015 2016 2017 2018 2010
L Gross debt £5.1 654 B 1 BL6 559
2 hange in grozs debt ratio -2 0.3 1,4 24 27
3 Primary balance 06 0.5 a0 a6 1.0
4, Interest expenditure ECF Dn 41 1,2 1,2 1.2 1.0 09
5 Sock-flow adjustment 5.0 1.4 25 28 26
of which:
- Difterences between cash and accruals 0.2 0z oo oo 0t
- Denorminator effed -1.6 -1.9 -19 -20 -1.2
- Met accumnulation of finan cial assets a5 0.7 07 -0z 0E
of which:
- Privatisation proceeds -0 - - - R
Tmplicit interest rate on debt 0.7 o6 a6 as 1,7
&, Liquid finandal assets (%6 of GDF 0.7 0z oz oz oz
T Metfinandal debt (7=1-8) 54,3 55,2 53,9 61,4 557
5 Debt amottization [existing bonds) since
end of previous vear (£ billion) 3.5 281 44,7 46,1 301
9 Percentage of debt denominated in
foreign currency 1.1 0.2 o1 a1 01
10, Awerage rnatu ity 7.5% 7.4t - - -
W azat | Decerber 2010 T as at 29 February 2016
Thiz table iz adiusted on the bass of realisations by Statistics Metherlands for 2015
26
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Tabla 5. Cyclical dewvalopmanta

in % of GLP ESA Code 015 Hle 017 Hig 2018
1. Real GOP growth 2.0 1.8 20 13 1.8
2 Total general govemment balance ECPE.S -1.2 -1.7 -.z -0 0.1
3 Interest enpenditure ECP Dvddl 1.2 1.2 1.2 Lo 0.9
4, Cre-off and othertemporary measires 1] 03 an - -
5 Potential GDP qrawth 0.6 1.1 1.3 L& 1.5
Cantributian ba grawth

- [ehow 0.1 0.5 & 05 0.4
- Capital 0.4 0.5 & 06 0.6
- Tatal Facta productinty 0.1 0.1 oz 05 0.5
& CUTpUL gap (EC methed) 1.3 0.7 oo Y 01
7 yclical budgetary companent -0.8 -0.4 oo nz 0.3
2 Oyclically-adiusted balance (2-7) -1.0 -1.2 -2 -0e -0.2
?&%ﬂlcallv-adﬂge'ﬂ primany balance 0a a1 00 04 07
10, Structural balance (2-4) -1.0 -1.6 -2 -0e -0.2

Real GOP growth, general qovernment balance and interest expenditure for 2015 have been adjusted on the
baziz of realizations by Statistics Metherlands for 2015

Tabla 6. Divergence from Stability Programma X015

in % ot GOP I ESA Cade | 2015 I 2016 | 017 I 018 I Hls
Raat GOF growth

pdate Aprl*15 L7 1.8 1.6 1.6 -
Currert upd ate 20 1.8 2.0 1.9 1.8
Differenca 03 0 0.4 03 -
Fanaral govaernmant balance EDPB.3

pdate Aprl 15 -1.8 -1.2 -7 -0,7 -
Currert upd ate -1,8 -1.7 -1.2 -0,4 01
Difference 0.0 -0.5 05 0z -
Fanaral govarnmant dabt

Ldate April 15 68,8 57,8 57,0 &, 1 -
Currert upd ate 65,1 65,4 &4,1 &1, 6 569
Difference -7 -4 -29 -4,5 -

Real GOP general govermmert balance and general government debtfor 2015 have been adjusted on the basis of realisations
by Statistics Metherland= for 2015

Tabla 7. Sustainability of public finances

in % of GDP 2010 202 2050 2040 2050 2060
Total expanditura 45, 2% 42, 5% 42.1% 43, 9% 43,4% 42, 6%
of which:

Age-related expenditure 20,8% 21,4% 222% 25.2% 25.73% 25.1%
Pension expenditure B 2% == &, F 7.8%, 7. 5%, 739
Social security expenditure 11, 7% 11,53% 11.1% 12,2% 11,99 11.7%
Cld-age and early retirement pension 4.5% 4. 53 5 613 5. 6% 53%
ﬁﬁ:g;ﬁsnns [occup ation al dizability, L7% 1% 1E% L7% L L9%
Cocupation al pension s (govemment) 0% 0,05 0 00% 0,05 00%
Healthcare (cure) 59% T.2% T T 25% 2.6%% 25%
Long-tetrn care AT% 2,65 3 0% 8% 4, 3% 4 49
Education expenditure S1% 5,00 4, T S1% 5,05 4,9%
Cther age-related expenditure Q0% 0,03 0 00% 0,05 00%
Interest enpenditure 1.8% 0,93 1 2% -0,2% -0.8% -1.4%
Total revanus 43, 2% 42 6% 45.5% 46, 0% 45, 6% 45, 3%
of which property income 27% 1.1% 08% 07% 0.7% 07%
igll:iigr:pr?:;ﬁlﬂggontribuﬁons {or sacial 255 2% 2 % 255 2 % 235
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Pension reserve fund assets 133, 5% 18013 176, 8% 168, 4% 1521% 156, 0
zfsswelgisch: conzalidated publicpension fund oo oo oo 0.0 oo o0
Systamic pansionr reforms
pﬁﬂsgalecgcmhrei:ﬁl.gions diverted to mandatary 0% 0.0 0l 0% 0. 0F 00%
ppﬁil:lzisens?xpndi‘ture paid by rnandatory 45% 5T & S 74% & 8
Assump tions
Labour praductivity growth 1.5% 1,076 2 4% 1L6% 1.4% 1.5%
Real GOP growth 1.0% 1.55% 2 1% 1.5% 1.7% 1.5%
Partidpation rate males (15-64) 232, T9% 25, 5% 6 5% 27.3% 87.9% 27.8%
Partidpation rate famales [ 15-64) T2, 7% TE TR % 1% TSI e
Total partidpation rate (1564 T2 2% 20, T 21, 7% 22.6% 82.%% H53,2%
nemployment rate (20-64) 51% £u A3 5 5% 5.5% 5. 5% 55%
E‘Sﬂﬂliﬂﬂ 3ged B3+ a5 % of sl ez | 20.6% 24.8% 7.3% e | ozmawm

Tabla a. Contingant liabilitiea®

in £ billion 2015

Total guarantess 108

Whidh induda

International guarantass 156.5

DM - participation in IMF capital 43,5

Eutopean Finandal Stability Fadlity (EFSF) 43.6

European Stability Mech anism (ESM) =4

European Investment Bank (ETE) 2,9

Wodd Bank 4.3

European Finandal Stabilisation Mechanism [ EFSM) 2.8

ELl Bal ance-of-pavments (BoP] supportto Member States 2.3

Reqgional development bank quarartess 2.3

National guarantess 35.6

Export aredit insurance [ERV) 15.7

Facility for nuclear disasters (WK 2.8

Die Mederlandzche Bank (M) surender of profits 5.7

Guarartes SHE 26

Guarantee for loans te SMEs [EMKE) 1.8

FIncludes all quarantes zchemes with an outstanding exposure gresterthan € 1 billion,
Thiz averview hazbeen drawn up by the Ministry of Finance and represents the statuz at the end of 2015

Tabla 8. Extarnal 355 umptions

2015 2016 2017 2018 2015
Shart-tarm interest rate (annual average) 0.0 01 -0.1 03 0s
Long-termn interest rate [annual average) 07 & & ng 1.2
LEDYELR exdhange rate [annual average) 1.1 1.1 1.1 1.1 L1
Mominal effective exchange rae® -1 29 0z s L1
Waddwide GDP growth 2.8 29 22 36 29
ELl GOP growth 1.5 1.6 1.7 1.5 L&
Waddwide, excluding BLJ, GDP growth 31 32 26 41 4.5
Relevant wond trade 36 38 4,4 45 46
Wadd impart volume, excluding EU 1.7 2.4 4,0 41 4.2
Cil price (Brent, USD per barre|) 52,5 3.7 378 41 42

* percentage changesin respect of a bazket of comp etitors
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