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GENERAL INTRODUCTION

Chapter 1

THE STEADY MARCH OF RISING HEALTH CARE COSTS
In what way do developed countries contain the health budget at the macro level? This query
prompts a number of underlying questions. What fiscal policy instruments are available to
do so? What are their characteristics, and are these tools effective?
Fiscal rules are widely implemented throughout the OECD to counteract upward pressures
on the public budget (Budina et al. 2012), yet the potential impact of such fiscal policy
on the health budget forms an understudied area in the field of health care policy (White
2013). There is reason to believe that publicly funded health care, which is largely driven by
entitlement spending, is impacted differently by fiscal policy than other parts of the budget
that are under the direct control of the government. Some literature on budgeting for health
is available (Schick 2009a; White 1998, 2013, 2015), yet it is mainly prescriptive and there
is little empirical evidence on the day-to-day workings of fiscal rules for health. At the same
time, there might be clear consequences of such fiscal policy for health care and health care
beneficiaries. In this dissertation, we will explore the interaction between the fiscal rules –
rules that set numerical limits to budgetary aggregates – and the health budget. In that way,
we aim to contribute to the scholarship of fiscal policy in relation to cost containment of the
health budget of OECD countries and offer empirical evidence on its workings.
The starting point for our inquiry is with the impetus to contain the health budget. The
economic and financial crisis of 2008 uncomfortably laid bare what had been an ongoing
process for decades: the steady march of rising health care costs. From that moment
onwards, governments throughout the OECD one by one sounded the alarm bell, pointing
to the limits of their economies to absorb rising health care costs at zero or even negative
economic growth. In figure 1.1 we display this development between 2000 and 2018.
OECD countries saw a rise in publicly funded health care expenditure as a percentage of
their gross domestic product (GDP) from an average of 7 percent in 1995 to some 9 percent
in 2018, with outliers in Sweden (11 percent), Switzerland (12 percent) and the Netherlands
(10 percent) (OECD 2019c). These figures might sound abstract, but – among other things
– translate into a real change in purchasing power for citizens. In the Netherlands, an
increase of one percentage point of GDP health expenses could amount to an increase of
over € 400,- in additional annual health care costs per citizen (based on a GDP in 2017 of
€ 738 billion and a population of 17,1 million, source: OECD 2019d). A contribution that
directly competes with people’s private pockets or with other public spending categories such
as education or social security. Since resources are scarce, governments are confronted with
political conflicts on the budget. One way of managing these conflicts is by implementing
and enforcing fiscal rules. The impact of these rules on the publicly funded portion of the
health budget forms the subject of this dissertation.
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Figure 1.1 – OECD average per capita total health care spending (USD 2010) compared
to OECD average GDP growth (percentages) between 2000 and 2018

1

Source: OECD health statistics database 2019

Many will agree that the reality of ever rising health care costs and the challenge to deal
with its consequences, is in stark contrast with a much more positive trend in terms of
the increasing returns of the health care system (Crémieux, Ouellette, and Pilon 1999;
Hofmarcher, Oxley, and Rusticelli 2007; Nixon and Ulmann 2006). As medical science
progresses, longevity has increased and more people live longer while in better health.
Diseases that were once lethal are now often chronic conditions, provided the right (drug)
treatment is available. It is estimated that some 50 percent of health gains can actually
be attributed to the improved health system (Jeurissen 2016). More recently, this notion
requires some nuancing, as currently diminishing returns are visible, for example in the
area of pharmaceutical spending (Belloni, Morgan, and Paris 2016; OECD 2019a). This has
led payers, practitioners and the general public to increasingly question the rationale for
high drug prices and the productivity of Research and Development (Howard et al. 2015).
Nonetheless, the positive trend of increasing health care gains can hardly be understated
and has clear spillover effects to other parts of society; a healthier labor force breeds a
stronger and more resilient economy (Behrman 1996; Bloom, Canning, and Sevilla 2004;
Fogel 1997, 2004). At the same time, the definition of what constitutes health care has been
‘stretched’ over the past decades in the western world. In the Netherlands, from the early
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2000s, there was a tendency towards more productivity, the stretching of entitlements and
an increase of lighter forms of care (Polder, Kooiker, and Vlucht 2012; Taskforce Beheersing
Zorguitgaven 2012). Processes of medicalization seem to have increased, while oversight
and the gatekeeper function seemed little successful in reducing or containing health care
utilization, or at least evidence thereof seemed inconclusive (Delnoij et al. 2000; van Dijk
et al. 2016; Garrido, Zentner, and Busse 2011; Wammes et al. 2014; van der Wees et al.
2017; Wranik 2012). Although an increasing share of the population benefited from these
developments, they also contributed significantly to the higher growth path of health care
expenditure (Taskforce Beheersing Zorguitgaven 2012). This situation was not unique to the
Netherlands. Two studies from 2011 and 2012 for example show that the opportunity to
eliminate waste in the US health care system is immense; when combating overtreatment,
failures of care coordination, failures in execution of care processes, administrative
complexity, pricing failures, and fraud and abuse, a conservative estimate would be that 20
percent of total health care expenditures could be eliminated (Berwick and Hackbarth 2012;
Swensen et al. 2011). A more recent review of the Berwick study reaffirms these findings
(Shrank, Rogstad, and Parekh 2019). Other studies have reported similar opportunities to
reduce waste in the health care system throughout the OECD (Jeurissen, Maarse, and Tanke
2018; Moynihan, Doust, and Henry 2012; OECD 2017).
As a policy response, currently all OECD countries have measures in place to tackle wasteful
spending in the health care system: atlases are produced to identify variations in health
care activities that may not be medically justified, Health Technology Assessments (HTA)
are put in place to determine and validate the value of new treatments. Access to primary
care is strengthened to stimulate substitution and discourage expensive visits to emergency
departments and the prescription of generic drugs is promoted (Hassali et al. 2014; OECD
2017; Weinstein and Skinner 2010).
Other avenues for potential cost savings point to payment reforms. A recent experiment
in the Netherlands shows how two insurers and a hospital are collaborating to decrease
health care costs by focusing on quality and appropriateness of care. The first results
show that it seems possible to provide better care (as experienced by patients) with lower
volumes (16% lower DRG claims after 3 years) (van Leersum et al. 2019). This fits within a
broader development of outcome based financing through Outcome Based Payment Models
(OBPMs). However, a recent review on the design and effects of OBPMs reveals a mixed
picture: while most broader OBPMs showed positive effects on quality of care, the effect
on health care utilization and costs were inconclusive (Vlaanderen et al. 2019).
Delivering the ‘best bang for the buck’ is an ongoing effort that requires the unwavering
attention from policy makers, medical professionals and academics and a consistent need for
synergies with adjacent areas of interest such as information technology, advancing medical
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technologies (the increasing use of robotica and domotica), and behavioral economics. At
the same time, in their effort to mitigate the upward effects on publicly funded health care
expenditure, governments dispose of few direct instruments to contain the health budget.
As the tools described above show mixed results in terms of cost containment at the macro
level, policy makers increasingly focus on fiscal rules to achieve fiscal consolidation of the
health budget.
In this dissertation, we take a closer look at the rules that govern the decision making process
for publicly funded health care throughout the OECD. We will study the ways in which
governments in recent decades have increasingly developed fiscal rules to budget for and
take control of the health budget. As pointed out above, there is little empirical evidence
available on the influence of the budget process of governments on the health budget. At the
same time, policymakers are giving increased attention to these processes and they might
provide a crucial strategy for governments to mitigate the rising health care costs. From the
perspective of the high level and growth of health care expenditure throughout the OECD,
this is a topical subject that warrants a closer look into its inner workings and success.

THE ‘UNSUSTAINABLE’ GROW TH OF HEALTH CARE
E XPE ND I T U RE, A ND WH Y T HI S I S P OT E N T I A LLY
PROBLEMATIC
As governments continued to grapple with the high growth path of health care expenditure,
it became clear that there is not one answer to contain health care costs for the medium to
long term (Stabile et al. 2013). Policy makers, the medical profession and politicians alike in
this respect often refer to health care as being ‘unsustainable’ (Newhouse 1993; Stadhouders
et al. 2019; Swensen et al. 2011). Although from an economic viewpoint, one could hesitate
to use the word unsustainable, since under conditions of zero transaction costs, dedicating
more resources to health care might ultimately reflect a societal preference, the prolific
use of the terminology does reveal that politicians and policy makers in majority strive to
somehow curb the strong growth of health care costs, or see this as problematic.
Figure 1.2 displays the development of publicly funded health care in real terms compared
to other spending categories for the OECD. What stands out is that health care expenditure
since 2006 has grown faster than other expenditure categories, such as expenses on
unemployment, education or defense. Unemployment, naturally, seems cyclically sensitive
to developments in the overall economy: the financial and economic crisis of 2008 drove
up unemployment spending rapidly, after which a decline was visible.
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Figure 1.2 – Development of publicly funded health care expenditure for the OECD
(average), in real terms compared to other spending categories (baseline 2006 = 100).

Source: OECD 2019b

It is well documented in the literature that GDP development explains most variance of
health care growth (see for example Chernew and Newhouse 2011; Getzen 2000; Parkin,
McGuire, and Yule 1987). This is illustrated well by figure 1.2, when comparing GDP volume
growth to health care between 2006 and 2017. When the overall economy picks up after
around 2012, a steeper incline of health care growth in real terms is also visible. The figure
additionally reveals that health care is on a structurally higher growth trajectory than other
spending categories. If this development continues, there is a risk that health care in the
medium to long term, will push away other collectively financed spending categories, such
as education or defense and will become ‘unsustainable’.
In the Netherlands, despite substantial cost cutting measures of the Cabinets of prime
minister Rutte to curb the costs for long term and curative care, the growth of health
care expenditure is estimated to rise unabatedly (Jeurissen, Maarse, and Tanke 2018).
According to calculations of a governmental working group, health care – at a no-policychange assumption – will in 2021 be responsible for 75 percent of the growth of government
expenditure in the Netherlands; health care thus is and remains the category of government
spending with the highest cost growth (Technische Werkgroep Beheersinstrumentarium
Zorguitgaven 2017). This is not unique to the Dutch setting; studies have been reporting high
growth numbers for most OECD countries over the past decades (Chernew and Newhouse
2011; Hagist and Kotlikoff 2005; Squires and Anderson 2015).
The question whether health care growth is on an unsustainable trajectory depends on the
chosen perspective. If society as a whole accepts that health care expenditure will remain
to absorb the highest growth of public expenditure towards the future, there is, at least
from an economic perspective, no problem with accommodating that growth even at the
expense of other spending categories. Theoretically, there is no ‘golden economic rule’
relating to the maximum percentage of GDP that can be dedicated towards health care, as
long as the opportunity costs of the alternatives is lower. Is twenty percent still acceptable,
or even twenty-five or thirty percent? Health care is highly valuated by most citizens who will
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generally have no problem spending money to obtain good quality, accessible health care.
In essence it can be seen as a question of solidarity and the tolerance of a society for the
redistribution of resources (White 2014). Many will concur however that one should strive
for the best value for money and thus look for ways to eliminate inefficiencies in the system.
In this sense, ‘unsustainable’ might also refer to a decreasing support to pay for health care
services collectively if fraud, overtreatment and other types of wasteful spending remain
rampant throughout the industrialized world. In order to counteract the upward trajectory
of health care expenditure and to present policy alternatives within and outside the realm
of publicly funded health care, the need to budget for health care at the macro level thus
seems imminent.

FISCAL RULES – A NARRATIVE REVIEW
In the following two paragraphs, we will provide a narrative review of the existing literature
on fiscal policy theory and specifically fiscal rules. Our goal is to get a better understanding
of that literature and to provide a basis for our empirical work in chapters 2 – 5. The
concept of fiscal rules however is embedded in a much larger body of literature, including
that on overarching work on public budgeting and organizational theory, and – relevant in
the context of this dissertation – on the budget process, budgeting for entitlements, budget
review policies and independent fiscal councils or scoring agencies. We will now introduce
these concepts consecutively.

The rationalist approach to public budgeting
Public budgeting as a field of study gained prominence in the United States from the
beginning of the 20 th century. The era of industrialization gave rise to the concept of
‘scientific management’ or Taylorism, which was predicated on the concept of economic
efficiency (Taylor 1914). Taylorism was optimistic about the role of science in improving
management efficiency and soon found its way into the lexicon of the private and public
sector. At the same time, federal outlays rose rapidly which increased the public pressure
to make government more efficient. These developments in tandem created an impetus to
a rationalist approach to budgeting in order to make budgets efficient and decisions on the
budget transparent (Nguyen 2007).
The rationalist approach to budgeting points back to authors such as Cleveland (1915) who
relate available resources with achieving public goals in a strict means-end relationship.
Clear information on both goals and resources should be made available to assess the
relative needs of today, tomorrow and the more distant future. Cleveland defines a budget
as:
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‘A plan for financing an enterprise or government during a definite period, which
is prepared and submitted by a responsible executive to a representative body
(or other duly constituted agency) whose approval and authority are necessary
before the plan may be executed.’ (Cleveland 1915, 15)
Drawing on his scholarship, Lewis (1952) introduced three theoretical concepts to public
budgeting, which are derived from economic theory. Lewis proposed that 1) budget analysis
should incorporate a comparison of the relative merits of alternatives, 2) incremental
analysis is needed to address the phenomenon of diminishing utility and 3) comparison of
relative merits can only be made in terms of relative effectiveness in achieving a common
objective. Based on the rational approach to budgeting, other scholars further developed
the theory and translated them into practical budgeting tools. Noteworthy in this respect is
Program Budgeting by Novick (1967, 1968) and Zero Based Budgeting (ZBB) by Pyhrr (1977).
Program Budgeting, or Planning-Programming Budgeting (PPB), was one of the first
comprehensive planning tools the United States federal government introduced to
systematically resolve issues concerning resource allocation. It allowed management to
take decisions based on analytical scrutiny of the consequences of proposed policy, the
involved costs and benefits, and possible alternatives. A clear prerequisite to PPB is thus the
abundance of information and analytical capacity. In addition, it is best served in political
systems that are hierarchical, as in PPB, policy goals should emanate from the highest
political level (Peters 2001).
A management tool indebted to Program Budgeting is Zero-Based Budgeting (ZBB), which
continuously seeks to reevaluate policy by asking two questions 1) are the current activities
efficient and effective, and 2) should current activities be eliminated or reduced to fund
higher priority new programs or to reduce the current budget (Pyhrr 1977, 1)? ZBB thus
involved high scrutiny towards existing policy and being open to alternatives. This approach,
as Pyhrr himself acknowledged, does cause a threat to bureaucrats who have to undergo a
continuous and thorough evaluation of ‘their’ programs.

The demise of the rationalist approach
A demise of the rationalist approach to budgeting was visible from the middle of the
20th century. Aaron Wildavsky (1966, 1986) was one of the more prominent scholars to
acknowledge that there were clear limits to the economic approach to public budgeting.
Although the encroachment of economics upon politics is not difficult to understand,
Wildavsky argued that public budgeting entails much more than cost-benefit analyses and
program budgeting. He was seconded by Schick, who noted that ‘[it] failed because it did
not penetrate the vital routines of putting together and justifying a budget. Always separate
budget never equal, the analysts had little influence over the form or the content of the
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budget’ (Schick 1973, 174). The close ‘marriage’ between policy analysis and the budget
cycle seemed little successful in the public budgeting arena.
An answer to the rationalist approach to budgeting came from authors such as Simon
(1955), who underlined that the budget process is governed by information shortages and
dominance by the political decision making process. His ‘bounded rationality’ explores
the way in which the actual decision-making process influences the outcome of the budget
process. Bounded rationality explicitly introduces uncertainty into the model of decisionmaking and aims to provide a theoretical approach to this concept in a dynamic model of
organizational theory.
Building onto this theory, Lindblom (1959) focuses on incremental decision-making. His
‘science of muddling through’ presents a model that assumes far less command over the
environment than in the rationalist approach. In addition, it takes into account that the
decision-maker reduces the number of policy alternatives and will only assess a limited
number of consequences of those decisions. To bridge the rationalist approach and that of
the bounded rationalist, Etzioni (1967) introduced the concept of mixed-scanning. This ‘third
approach to decision-making’ includes a ‘broad angle camera’, which provides a general
overview of alternatives, and a detailed examination of specific policy options. The theory
combines advantages of both theories and offers flexibility to decision-makers that operate
in an unstable environment.
Baumgartner and Jones (1993) further expanded on this theory of agenda setting and
decision making by introducing a model of policy punctuations. Their ‘punctuated
equilibrium’ theory describes the observation that in government, policy is characterized
by periods of stasis and of dramatic change, creating patterns of stability and mobilization
of public policy. Relating the theory to public budgeting, the authors find that, while choices
are multifaceted, decision makers tend to have considerable difficulty making trade-offs
among the attributes of those choices. In the budget process, in which endogenous and
exogenous factors cause a reaction to the status quo, either the existing decision design
is followed (favoring continuity of policy) or a new paradigm is arrived at by introducing a
different decision design altogether (causing abrupt change to the policy). This results in
a distribution of budget changes that does not follow a normal Bell-curve distribution, but
rather is non-normal in nature (as found in earthquakes and other large interactive systems).

Public budgeting in practice
Public budgeting can thus characterized by decision-making that is bounded in terms of
knowledge and computational capacity, while at the same time following patterns of stasis
and abrupt change. So why do governments budget for their activities in the first place?
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The general need to budget for government expenses is explained by the ‘common pool
problem’ and ‘spending or deficit bias’. This relates to the tendency of policymakers
to increase government spending to achieve their goals, resulting in overall excessive
government spending (Wyplosz 2005). Budgetary institutions are implemented that govern
the rules and regulations according to which budgets drafted, approved and implemented.
Alesina and Perotti (1996) distinguish three types of ‘rules and regulations’: 1) procedural
rules which regulate the preparation and legislative approval of the budget, 2) numerical
targets on the budget, and 3) rules regarding the transparency of the budget.
The budget process throughout the OECD generally follows four stages (IMF 1996):
1.
2.
3.
4.

The government stage during which a draft budget is formulated;
The parliamentary stage ending with a formal budget act;
The implementation stage during which policies are implemented; and finally
The ex post control stage.

In order to put a framework and limit on how budgetary challenges are addressed,
governments use fiscal rules. Fiscal rules impose a (long-lasting) constraint on fiscal policy
through numerical limits on budgetary aggregates. They can either target the expenditure
or revenue side of the budget, or both, and vary in scope and comprehensiveness. An
IMF study from 2012 describes the rise of fiscal rules throughout the developed and
developing world over the past decades, and the development towards more comprehensive
and encompassing rules (Budina et al. 2012). The IMF finds that the rules have wideranging characteristics in terms of its legislative support, coverage of government and
aggregate, escape clauses, automatic correction mechanisms and supporting arrangements
such as multi-year expenditure ceilings. It further ascertains that since the beginning of
the 2000s, the rules have become more comprehensive, particularly in advanced and
emerging countries. After the onset of the financial and economic crisis of 2008, supporting
procedures such as the monitoring of budget implementation by an independent body have
popularized. A strong legal basis or a formal enforcement procedure have additionally
become more commonplace.
Exemplary for this development is the ‘Maastricht Treaty’ signed by EU Member States in
1992, in which the Stability and Growth Pact (SGP) was recorded; a rule-based framework
for the coordination of national fiscal policies. The Pact imposes a limit of 3% of GDP on the
budget deficit and a limit of 60% of GDP on the gross national debt, as well as ‘convergence
paths towards these main fiscal objectives with associated sanctions for deviation’ (OECD
2015a). Although there has been wide criticism on the SGP, claiming that it is too rigid and
thereby ineffective, the balanced budget rules that are applied through the SGP remain a
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dominant feature of European fiscal policy (Beetsma and Debrun 2005; Greer, Jarman,
and Baeten 2016; De Haan, Berger, and Jansen 2004).
Simultaneously with the increased use of fiscal rules throughout the OECD, many countries
have established non-partisan agencies that provide input to the budget process and by
doing so aim to further enhance fiscal discipline and transparency of the budget process.
These agencies are often referred to as ‘independent scoring agencies’ and take up a
distinct role in the budget process. Debrun and Kumar (2007) find that these agencies
have a separate but often divergent mandate, ranging from providing analyses of the budget,
monitoring implementation of budget plans, quantifying the impact of measures and reforms,
and checking consistency with fiscal rules. The delegation of these aspects of fiscal policy
from general government to independent agencies can be seen as an attempt to counteract
the tendency towards deficit bias by politicians. Rules can however be easily breached, and
totally depoliticizing fiscal policy through independent agencies is not advisable (Hagemann
2011). Although scoring agencies can have normative mandates, the primacy for adherence
or breaching of the rules should lie within the political arena.

Box 1.1: The Netherlands Bureau for Economic Policy Analysis (CPB)
The Netherlands Bureau for Economic Policy Analysis (CPB) was founded in September
1945. Its founders created a planning agency to provide the government with ‘scientific
knowledge’ and ‘insights needed for active economic policy’. Its activities cover the
following areas:
Economic policy analysis
The CPB conducts research on a variety of topics ranging form globalization to
education, population aging and the functioning of financial markets. Since the 1950s,
the CPB has executed numerous cost-benefit analyses for large projects such as the
Deltawerken or the Eastern Flevoland land reclamation.
Projections and predictions
The CPB produces four projections annually about Dutch and global economic
development. The Central Economic Plan (CEP) and the Macro Economic Outlook
(MEV) are the most important ones and are direct input for the budget process. CPB’s
projections form the official foundation for the government budget.
General elections and formation
The CPB generates a medium-term outlook at the outset of a general election cycle.
The outlook provides the basis for political decision-making. In addition, since 1986,
the CPB analyzes the impacts of election manifestos of political parties.
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In the Netherlands, the Bureau for Economic Policy Analysis (CPB) is formally part of
the Department of Economic Affairs. It holds a separate mandate that is determined by
law (CPB 2019) (See Box 1.1). A fellow agency in the US, the Congressional Budget Office
(CBO), produces independent analyses of budgetary and economic issues to support the
Congressional budget process. It was established in 1975 and each year produces hundreds
of reports on proposed legislation and cost estimates. Other, similar agencies throughout
the OECD have a more limited mandate. In Austria for example, the Government Debt
Committee (GDC) solely produces macro forecasts and monitors budget implementation.
The same holds for example for the institute of Macroeconomic Analysis and Development
in Slovenia (Hagemann 2011).

BUDGETING FOR HEALTH CARE
As welfare states expanded, entitlement programs were created and enlarged, imposing
increasing multi-year mortgages on the public budget (White 1998). This required a more
comprehensive approach to budgeting and prompted the increasing development and
systematic use of budgeting tools such as fiscal councils, fiscal rules, multiannual budget
ceilings, independent scoring agencies and spending reviews (Schick 2009a; White 2013,
2014).
Most health care expenses in OECD countries are so called ‘open-ended entitlements’
(a 2015 poll among budget officials shows that some 56 percent of health spending is
considered ‘mandatory’) (OECD 2015a). These entitlements are codified in legislation, thus
a change in spending must always be preceded by an amendment of that legislation. Most
parts of the health budget are thus considered ‘sticky’ and not easily amended during annual
budget negotiations (White 2013).The challenge to budget for health care programs, thus
seems to be inherent to its design.
There are other reasons why the budgeting for and containing of health care costs appears
to be difficult throughout the OECD. Open entitlements are defined as being ‘unrestricted
by administratively imposed limits on utilization’ (Snowden et al. 2007), and thus new
treatments, including new equipment, often seamlessly flow into the insured benefit.
This process naturally has an upward effect on the budget. In addition, cutting back on
health care entitlements is considered politically fraught, thus an unpopular move among
politicians. Jeurissen (2016) has found that between 1995 and 2012, the Dutch health budget
showed a cumulative overrun of around € 26.6 billion. This overrun might have been the
direct consequence of the before mentioned tensions concerning the containment of the
health budget. Thus it seems safe to state that public health care expenditure holds a distinct
position on the budgets of OECD countries.
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The distinct position of the health budget in the governmental budget process is extensively
discussed in the literature by scholars such as Schick (2009a) or White (2013, 2014). Schick
argues that health programs normally consist of mandatory expenditures and thus do not
follow the budget process by which year-to-year changes are determined. The changes,
Schick argues, are rather driven by changes in the number of eligible beneficiaries and from
inflation, than from ‘discretionary budget actions’. Budget makers in this respect might worry
about ‘fiscal space’, relating to the long-term commitments that are inherent to budgeting for
entitlements. In order to enlarge and protect fiscal space, Schick (2009b, 19–20) identifies
a number of key adjustments to the budget process pertaining to:
1.

2.

3.

4.

The role of the budget authority. Schick argues that the primary role of the budget
authority as guardian of and allocator of fiscal space, requires the abandonment
of some traditional responsibilities such as the close monitoring and control of
expenditures. The budget office should instead increasingly focus on managing the
baseline and ‘extending its data and decisions to future years’;
The time frame of budgeting. Schick is of the opinion that the entitlement nature of
health care creates an impetus for extending the time frame from a single-year to
multi-year budgeting. Many OECD countries in this respect already dispose of medium
term projections (see further on) and long-term projections to analyze whether existing
policies are ‘equitable and sustainable across generations’;
The construction of baseline estimates. In contrast to traditional baseline estimates
which are largely predicated on historic spending development, budgetary estimates
should take into account estimated future changes in prices, workload and other
economic or program conditions;
Incentives for marginal reallocations. Schick argues that OECD governments in the
past generally have sought marginal cutbacks in the growth of entitlements. From
the perspective of budget officials, these marginal reallocations might generally be
sufficient, yet they have additionally generated some deal of confusion and budgetary
opportunity. In many cases, Schick argues, a reduction in entitlements is accompanied
by an increase in expenditure for the program. A tendency for marginal reallocations in
the case of entitlement spending refers back to the theory of punctuated equilibrium.
Entitlement budgeting, according to Schick, thus requires a budget authority to
incorporate program evaluation and performance measurement into their work
program in order to protect fiscal space.

Joseph White (2014, 95) also sees challenges to budgeting for health that are largely absent
in other parts of the public budget. White holds the view that:
1.

Health care spending is so hard to control in part because citizens deeply value the
services. Social processes thus exert upward pressure on the budget;
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2.

Budget-makers should seek ways to counter the effect of these processes on the
budget;
The pursuit of efficiency relates to inputs, outputs and outcomes of policy. Aging and
technology play an important role in terms of its effect on the budget, yet the effect
is smaller than policymakers often assume;
Budget makers can facilitate the pursuit of efficiency by providing good budget analysis.

3.

4.

Both Schick and White thus see an apparent need for systematically reviewing health care
policy. To meet this need, systematic spending reviews and technical working groups have
gained attention throughout the OECD, in order to provide more fundamental analyses of
parts of the budget and come up with structural cost containing measures (see Box 1.2)
(Ministry of Finance 2019; Robinson 2014).

Box 1.2: Spending reviews
Since the onset of the economic and financial crisis of 2008, many OECD countries
have introduced ‘spending reviews’ as a means to offset rising deficits by thoroughly
reevaluating public.
Robinson (2014) formulates the following key concepts of a spending review:
A spending review is the process of developing and adopting savings measures, based
on the systematic scrutiny of baseline expenditure.
Spending reviews may be efficiency reviews (focused on savings through improved
efficiency) and/or strategic reviews (focused on savings achieved by reducing services
or transfer payments).
There are four stages in the spending review process: i) the framework stage (deciding
the key design features of the spending review system); ii) the parameters stage (deciding
specific savings targets, review topics, procedural calendar, etc.); iii) the savings option
stage (developing savings options to be put forward to the final decision makers); iv)
and finally the savings decision stage (the final decisions on which savings measures
will be implemented).
Spending reviews examine review topics, which may be of three types: i) program
reviews (which seek to identify strategic and/or efficiency savings in specific programs);
ii) process reviews (focused on business processes); and agency reviews (which review
whole ministries or other agencies); iii) a horizontal review focuses on the review topic
which cuts across several government agencies (e.g. a review of government-wide
procurement practices).
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Box 1.2 Continued
A current example of a program review in the Netherlands is the so called ‘broad
societal spending reviews’ that have been conducted in 2018 and 2019. Urged by a
parliamentary motion, the Cabinet has identified sixteen areas of government policy
that will be reviewed, and policy options for investments, budget cuts and reforms will
be formulated. An inevitable change of our economy is stipulated and the report should
answer to new challenges that will arise as a result of that. The technical report is to be
published in the spring of 2020 (Ministry of Finance 2019).
Since entitlements are long-lasting commitments, it makes sense to budget for longer
timeframes. This will provide insight into the true impact of revenue and spending and the
fiscal space in later years. This is often done through Medium Term Expenditure Frameworks
(MTEF), which put a preset constraint on spending and thereby mapping out ‘positive’ or
‘negative’ fiscal space (Schick 2009b, 23–24). An MTEF thus consist of baseline projections
that use the current level of expenditure and extrapolate these figures for a timeframe of
generally three to five years.
Line ministries are naturally more prone towards incremental budget reallocations, whereas
a budget authority will be incentivized to maximizing fiscal space through ‘encouraging
tradeoffs, expanding available increments […] or setting aside money in bidding funds or
other pools’ (Schick 2009b, 20). There exist thus apparent tensions between the goals of
budget makers and policy makers. These conflicts are mediated through the budget process.
According to White, ‘conflict between budget makers and health policy makers is endemic
to all systems, and the budget makers normally have the upper-hand’ (White 2013, 170).
In the end however, White argues, political forces determine the extent and form of the
advantage of a budget authority over the health policy professional.
Above we have provided an outline on the existing literature on fiscal rules and the broader
scholarly work it is beholden to. We have found little empirical evidence in the literature
on the potential impact of fiscal rules to ration the health budget. As outlined above, a
number of authors do contemplate the importance of comprehensive fiscal frameworks for
entitlement based health systems, yet it is unclear if such frameworks successfully contain
health care expenditure at the macro level. Tensions between the budget authority and the
health department seem manifest, yet it remains unclear from the literature in what way the
budget authority influences decisions on health. This dissertation, in which we discuss the
relation between fiscal rules and the health budget, could contribute to the existing literature
on fiscal rules for health. We aim to do so in a number of ways. First, it seems relevant to
assess if fiscal rules hold cost containing properties for the health budget. The increased
use of fiscal rules throughout the industrialized world warrants a thorough assessment of
its success, specifically for health given its considerable rise in expenditures over the past
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decades. Second, we are interested in what way fiscal rules, that target aggregate spending
levels, impact cost containment measures specifically for health. Fiscal rules are seen as de
jure instruments that simply impose budgetary constraints at the macro level (Budina et al.
2012). We are interested if constraints at the macro level translate into concrete cost cutting
measures for health. In that way we aim to shed light on the interaction between the budget
authority and the health department. Third, we are interested in what way fiscal rules are
being applied in the budget process. In addition to assessing the cost containing properties
of the rules, it seems of interest to empirically test the application of the rules during
budget negotiations. Fourth, it seems of interest to study the potential impact of scoring
agencies on the allocation of budgetary resources at the macro level. This will allow us to
put fiscal rules in the context of budgetary governance for health, i.e. the integral framework
of institutions and rules that govern decisions on the health budget. By performing such
empirical research on fiscal rules for health, we aim to contribute to the existing literature
by offering a comprehensive overview of the rules and its real life workings.

AIM OF THIS DISSERTATION
This dissertation aims to provide insight into the interface between program policy and
fiscal policy for publicly funded health care. Thomas Getzen (2000) in this respect has
found that ‘at the highest levels of decision-making, budget constraints are determinative
for the amount of resources allocated, rather than “the amount of disease”’. He argues that
the national budget constraint is the most relevant level of analysis for most of medicine.
Specifically related to aging, Getzen (1992) found that although aging populations do affect
the allocation of spending, they do not increase the total amount of funds available. Based
on these findings, we are interested to assess if implementing a fiscal rule for health at the
macro level can be effective to achieve the budget constraints as outlined by Getzen. With
this dissertation, we thus aim to investigate Getzen’s statement and assess what the role of
fiscal rules is in the allocation process for publicly funded health care.
As discussed in previous paragraphs, over the past decades a clear need to devise
instruments at the macro level to curb health care costs has emerged throughout the OECD.
Two parallel processes can be discerned: increased attention for the budget process and
budget instruments on the one hand, and the emerging need to curb health care costs due
to increasing health care costs at zero or even negative economic growth on the other hand.
In this dissertation we aim to bridge both themes by providing an outlook on how fiscal policy
and more specific fiscal rules potentially impact decisions on the health budget.
Central to our dissertation, are fiscal rules and their potential impact on:
•
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•
•
•

Cost containment measures for health (Chapter 3);
The budget process for health (Chapter 4), and;
The assessment of health reforms by independent scoring agencies (Chapter 5).

Figure 1.3 – Schematic overview of the dissertation

1

Figure 1.3 provides a schematic overview of the dissertation. Our quantitative research
(chapters 2 and 3) focuses on the potential impact of fiscal rules on the publicly funded part
of the health budget. First, we aim to establish if such impact is present, and then we will
investigate in what way the enforcement of fiscal rules at the macro level might translate
into concrete austerity measures. We focus on OECD countries, because of their overall
comparability in terms of the level of health care expenditure growth and the level of health
services provided (Hagist and Kotlikoff 2005). In addition, OECD countries show similarities
in terms of fiscal policy implementation and their fiscal frameworks in general (OECD 2015a).
Our qualitative research then focuses on the budget process for health and on the
assessment of health reforms by independent scoring agencies (chapters 4 and 5). The
former discusses the relation between the rules and the budget process, whereas the latter
focuses on the health policies that are disciplined by the rules. We perform two case studies
in both of which we focus on the Netherlands and the United States from 2006 onwards.
Since OECD wide empirical evidence on the budget process for health is minimal, we aim
to gain more insight by conducting in-depth case study research. Our rationale for studying
the Netherlands and the United States within this timeframe is that both health systems are
entitlement based, yet both countries budget for them in different ways. The Netherlands
health budget is subject to strict national and supranational budgetary rules (the Dutch
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budgetary framework and the EU fiscal framework) under a Medium Term Expenditure
Framework (MTEF) (Thewissen, Jeurissen, and Van der Vlugt 2015), whereas there are
no explicit long-term budgets for Medicare and Medicaid in the United States, and fiscal
targets often excludes health expenditure (Marmor, Oberlander, and White 2011; Rivlin and
Domenici 2015). The financial and economic crisis of 2008 was explicit in both countries
and prompted significant austerity measures, yet both countries had distinct responses to
the crisis. Whereas the United States implemented strong counter-cyclical policies that
considerably increased public debt levels, fiscal policy in the Netherlands was characterized
as that of ‘slight stimulus’ (Armingeon 2012). In addition, both countries experienced a
substantive overhaul of the health system in the studied timeframe. In the Netherlands, the
Health Insurance Act was adopted and implemented in 2006, whereas in the US the Patient
Protection and Affordable Care Act (‘Obamacare’) was introduced in 2010. We focus on
the assessment by the scoring agencies in these respective countries (in the Netherlands the
Central Bureau of Economic Policy Analysis ‘CPB’ and in the United States the Congressional
Budget Office ‘CBO’). Both the CPB and the CBO are renowned ‘fiscal councils’ with a
comparable mandate.

Fiscal rules and their potential impact on the public health budget
In chapter 2, we examine the potential relationship between fiscal rules and the public health
budget. As discussed in previous paragraphs, public health expenses form an intricate part
of government spending. On the one hand, they highly correlate with economic growth,
while on the other hand cutting back on health entitlements is often politically fraught.
There are thus both exogenous and health specific circumstances that impact expenditure
development, which are not present in most other spending categories of government.
We thus pose the research question, whether and to what extent the rationing of publicly
funded health expenditures through fiscal rules has contributed to cost containment over
the past decades. To this end, we assess the relationship between fiscal rules and the level
of publicly funded health care expenditure of 32 OECD countries between 1985 and 2014.
In this chapter, we thus provide empirical evidence on the cost cutting potential of fiscal
rules in respect to the publicly funded health budget. This seems relevant for a number of
reasons. First, the health budget of OECD countries has risen faster over the past decades
than other spending categories and GDP (OECD 2015a). Against this background, it seems
relevant to ascertain whether and to what extent fiscal rules have acted as a backstop to
the public health budget. Second, the effectiveness of implementing fiscal rules in isolation
as a depoliticized policy framework is under debate. Scholars point to the importance
and increased attention of supporting features such as multi-year expenditure ceilings,
independent budget forecasting and a strong legal framework (Budina et al. 2012; Wyplosz
2012), yet their real life workings have not been tested in the case of health care. In this
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chapter, we will study a number of these features in relation to the health budget. Third,
controlling the health budget requires effective coordination between many stakeholders,
which often creates time lags and information shortages. Steering costs effectively using
fiscal rules therefore seems challenging.

Fiscal rules and their potential impact on cost containment measures
Now that we have established the potential impact of fiscal rules on the public health budget,
it is of interest to assess the potential relationship between fiscal rules and cost containment
measures for health. As we will argue in chapter 2 and 3, fiscal rules set numerical limits
to budgetary aggregates at the highest levels of decision-making. From this follows, in the
case of the public health budget, that top-down pressure compels policy makers to take
austerity measures in the form of budgetary shifts (e.g. introducing or increasing out-ofpocket expenses), sectoral caps (e.g. a ‘hard’ budgetary limit to curative care) or direct or
indirect controls of supply (Stabile et al. 2013). Our goal is to assess in what way fiscal rules
potentially impact these cost containment strategies.
Our central research question in chapter 3 is whether fiscal rules prompt patterns of cost
containment strategies for health. Our analysis aims to reveal unprotected areas of the
budget, point to areas that are (institutionally) more protected from budget cuts, and identify
possible trodden paths when it comes to cutting back on health care expenditure. We aim
to contribute to the existing literature on budgeting for health programs and fiscal rules, by
assessing whether and how macro fiscal frameworks that incorporate fiscal rules impact
decisions on the public health budget. An exploration thereof will potentially help improve
our understanding of the budget process for health.

Fiscal rules and their potential impact on the budget process for health
In chapter 4, we take a closer look at the budget process that governs the allocation of
health care resources. We study the fiscal rules that the United States and the Netherlands
have adopted since 2010 and examine their impact on health care policy. By analyzing the
budget process of four consecutive budget years (2011 – 2015) for both countries, we aim
to answer the research question whether and how fiscal rules have a bearing on the budget
process for health. We further study the impact of budgeting timeframes in respect to health
entitlements and the potential effect of preset budget ceilings on the outcome of the budget
process. By studying fiscal rules in relation to the budget process, we aim to gain insight into
the political economy of the distribution of health resources.
A comparison between the United States and Netherlands is of particular interest, because
both countries have relatively expensive health systems. In both countries, health care is
also largely an individual entitlement. This makes a comparison useful, although there
do exist large differences. Federal health programs in the US are primarily aimed at the
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elderly and indigent, whereas in the Netherlands there exist universal coverage. In the US,
decision-making is politicized and often incremental, whereas the Netherlands has a more
consensus-based approach (Hendriks and Toonen 2001).

Fiscal rules in relation to independent assessments of health reforms
Fiscal rules provide a budgetary framework to the health budget. In chapter 5, we assess
if and to what extent this framework is strengthened by the assessment of independent
scoring agencies. We analyze the assessment of recent health reforms by the Congressional
Budget Office (CBO) in the United States and the Bureau for Economic Policy Analysis (CPB)
in the Netherlands. Both bureaus have the task of assisting policymakers and politicians with
economic evidence of proposed policy. They thereby directly influence the decision-making
process of the government.
Both the United States and the Netherlands introduced a major overhaul to their health
systems in the (recent) past. In 2006, the Dutch government introduced the Dutch Health
Insurance Act. In 2010, the United States government implemented the US Patient Protection
and Affordable Care Act. Both reforms were aimed at creating broad or universal access,
while also boosting productivity. We present an analytical review on how the agencies
developed their thinking and assessment along the way on the fiscal effects of health reforms.
Our main research question is how the CPB and CBO have assessed recent health reforms
that were aimed at efficiency gains in the Netherlands and the United States. We further
explore the dilemmas that exist concerning the implementation of reforms aimed at increased
efficiency.
Although the activities of scoring agencies do not intervene in the budget process directly,
their independent assessments and estimates could give further credence to the fiscal rules
that govern the allocation process and strengthen the budgetary framework that supports
it. In that sense, chapter 5 gives context to this relationship and formulates loose ends and
dilemmas.

CONCLUSIONS
The simultaneous spread of budgeting tools and fiscal frameworks on the one hand and
rising health care costs at low or zero economic growth throughout the OECD on the
other hand, have brought budgeting for health to prominence in the recent decade. In this
introductory chapter we have provided the rationale for exploring the real life workings of
fiscal rules for publicly funded health care. The dissertation aims to reveal the relationship
between fiscal and program policy by focusing on the interface between fiscal rules and
budgeting for health.
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The dissertation focuses on the decision-making process at the highest level. We do however
acknowledge the potential impact of rules at lower levels of decision-making, as the rationing
of health expenses at that the highest level naturally translates into the need to contain costs
at lower levels.
In chapter 2, we discuss what bearing fiscal rules have on the health budget. What is the
relationship between fiscal rules and the level of public health care expenditure? What design
features do possibly contribute to curbing costs? We look at various types of fiscal rules,
specific characteristics and investigate its workings for different health systems. Chapter
3 explores the potential impact of fiscal rules in greater detail. We assess the interaction
between fiscal rules for various containment strategies, by looking at the effect of rules on
budget setting, budget shifting and direct or indirect controls of supply. Chapter 4 zooms
in on the budget process, by comparing four budget cycles for publicly funded health
care in the United States and the Netherlands. We provide a number of observations and
recommendations relating to the budget cycle for health systems that are entitlementbased. Chapter 5 explores the impact of scoring agencies on health reforms. It discusses
the way in which agencies in the Netherlands and US were involved with health reforms of
the past decades in these countries and how their assessments of these reforms impacted
the decision making process. In chapter 6, we provide a general discussion.
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ABSTRACT
Background: Publicly funded health care forms an intricate part of government spending in
most Organisation for Economic Co-operation and Development (OECD) countries, because
of its reliance on entitlements and dedicated revenue streams. The impact of budgetary
rules and procedures on publicly funded health care might thus be different from other
spending categories. In this study we focus on the potential of fiscal rules to contain these
costs and their design features.
Methods: We assess the relationship between fiscal rules and the level of public health care
expenditure of 32 (OECD) countries between 1985 and 2014. Our dataset consists of health
care expenditure data of the OECD and data on fiscal rules of the International Monetary
Fund (IMF) for that same period. Through a multivariate regression analysis, we estimate
the association between fiscal rules and its subcategories and inflation adjusted public health
care expenditure. We control for population, Gross Domestic Product (GDP), debt and
whether countries received an IMF bailout for the specific period. In all our regressions we
include country and year fixed effects.
Results: The presence of a fiscal rule on average is associated with a 3% reduction of
public health care expenditure. Supranational balanced budget rules are associated with
some 8% lower expenditure. Health service provision-oriented countries with more passive
purchasing structures seem less capable of containing costs through fiscal rules. Fiscal
rules demonstrate lagged effectiveness; the potential for expenditure reduction increases
after one and two years of fiscal rule implementation. Finally, we find evidence that fiscal
frameworks that incorporate multi-year expenditure ceilings show additional potential for
cost control.
Conclusions: Our study shows that there seems a clear relationship between the potential
of fiscal rules and budgeting health expenses. Using fiscal rules to contain the level of health
care expenditure can thus be a necessary precondition for successful strategies for cost
control.
Keywords: Health budgeting, Fiscal rules, Budgetary governance, OECD
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BACKGROUND 1
There have been widespread efforts to identify the main drivers behind the growth of
health care expenditure (Astolfi, Lorenzoni, and Oderkirk 2012; Chernew and Newhouse
2011; Hauck and Zhang 2016; Pammolli, Riccaboni, and Magazzini 2012), as identifying
these drivers allows policy makers to develop (effective) measures to contain health care
costs. Important determinants in these studies include demographic changes such as
aging societies, income and price developments and the spread of medical technologies.
The relation between health expenditure and the Gross Domestic Product (GDP) is most
prominent throughout the literature, as it captures many underlying economic and societal
developments. Institutional and regulatory determinants such as the level of debt cautiously
point to an inverse relationship; as debt levels rise, public health care expenditure seems to
decline (Pammolli, Riccaboni, and Magazzini 2012).
Policy measures that target the drivers of health expenditure growth have been much debated
over the past decades. Much less prolific has been the literature on the impact of budgetary
governance, or the use of fiscal rules in particular, on offsetting the rise of health care
costs for the medium to long-term. Over the past decade, governments of Organisation for
Economic Co-operation and Development (OECD) countries have increasingly devised fiscal
frameworks to contain government spending (Budina et al. 2012). Yet few studies examine
the effectiveness of fiscal frameworks for such public health care expenditure. Reeves et al.
(2014) point out that health sectors are not protected during periods of austerity, thereby
suggesting that fiscal frameworks might be successful in containing health budgets. It is
thus of interest to study the potential of fiscal rules to contain publicly funded health care,
and its design features.
Throughout the OECD, public health expenses form an intricate part of government
spending. On the one hand they highly correlate with economic growth. This is illustrated
by the notable slowdown of health expenditure in the aftermath of the economic and financial
crisis of 2008. On the other hand, cutting back on health entitlements or provisions is often
politically fraught and unpopular amongst politicians, propelling them towards cutbacks
in other areas, such as discretionary non-health spending (OECD 2015a). There are both
exogenous and health care specific circumstances that impact expenditure development,
which are not present in most other public spending categories.
It is thus of interest, to study the fiscal rules that govern the decision making process on
health expenditure and to ascertain what their influence has been on the level of publicly
funded health budgets in recent decades. To this end, we compare expenditure data of
publicly funded health care of 32 OECD countries between 1985 and 2014, with a dataset on
fiscal rules in those countries by the IMF for that same period. Our analysis covers changes
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in budget policies from year to year and the results thus provide a comparison between
different countries and within a single country.
The International Monetary Fund (IMF) defines a fiscal rule as a rule that imposes a longlasting constraint on fiscal policy through numerical limits on budgetary aggregates (Budina
et al. 2012). A considerable body of literature in the field of public finance discusses the
relationship between fiscal rules and fiscal performance. Its main findings are that ‘tighter
and more encompassing rules are correlated with stronger cyclically adjusted primary
balances in EU countries, that balanced budget rules and debt rules have a greater impact
on budgetary outcomes than expenditure rules and revenue rules, and that rules that cover
wider levels of government are associated with stronger fiscal discipline’ (Budina et al. 2012).
The IMF identifies four categories of fiscal rules: expenditure rules (ER), revenue rules
(RR), debt rules (DR) and balanced budget rules (BBR).2 Our focus is on ERs and BBRs,
because they impact expenditure levels more directly than the other two. For BBRs we
make a distinction between national and supra national rules and countries that operate
both in tandem. The latter is particularly relevant for EU countries, as BBRs are part of the
budgetary framework of the 1992 Maastricht Treaty.
We assess if fiscal rules have a more limited impact on countries that are health service
provision-oriented (passive purchasing that limits countervailing powers towards providers)
and rely on social insurance contributions that underline the entitlement character of health
care services (Wendt 2009). We hypothesize that such systems are less impacted by fiscal
policy. Because cost-control policies in health care take time to implement, we are additionally
interested if rules become more effective one and two years after implementation of such a
rule. In addition to the direct effect of fiscal rules, we look at the impact of enforcement and
monitoring mechanisms that often accompany them, since evidence suggests that expanding
fiscal rules with these mechanisms increases their effectiveness.
Fiscal rules aim to depoliticize policymaking. By removing discretionary intervention, they
seek to achieve predictability of government action (Kopits 2001). Over the past decades,
fiscal rules have been relatively successful in containing government expenditure (Cordes et
al. 2015; IMF 2009). Guichard et al. (2007) find that fiscal rules with embedded expenditure
targets have been associated with larger fiscal consolidations. At the same time, the impact
of fiscal rules seems context dependent. Dahan and Strawczynski (2013) for example find
a negative effect of fiscal rules on the ratio of social transfers to government consumption.
In general, the authors point out, government consumption seems more resistant to the
pressures of fiscal rules than social transfers. If however, a country shows a strong legal
commitment for a social safety net, this effect disappears. They draw the conclusion that
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governments, when designing fiscal policies, should take into account the effect of fiscal
rules on spending composition.
The potential impact of fiscal rules on government spending seems well established. So what
are important design features of fiscal rules? Most scholars agree that the existence of rules
is no guarantee in itself for fiscal prudence. In order for rules to be successful, they have
to be well designed and there has to be political willingness to comply (Debrun and Kumar
2007; Kopits and Symansky 1998; Wyplosz 2012). This willingness can be codified at various
institutional levels: legal bases for fiscal rules can vary from constitutional, to statutory, and
coalition or political agreement. With some caution, evidence shows that a strong legal basis
and strict enforcement seem to have had a beneficial impact on fiscal performance in the
past decades throughout the OECD (Budina et al. 2012). The exact interaction between fiscal
discipline and fiscal rules is however complicated, since countries with strong fiscal discipline
do not necessarily dispose of fiscal rules, and countries with such rules that do not observe
or renew them do not necessarily demonstrate fiscal discipline (Anderson and Sheppard
2010). This links to possible omitted variable bias: the correlation between strong fiscal
performance and the use of fiscal rules may in fact be the result of political commitment
rather than the existence of a rule.
Schick (2003) points to the importance of a budget horizon of several years. He argues that
the annual budget process is ‘an invitation to evasion’. By introducing a budget horizon that
covers several budget years the propensity to hold off difficult policy measures is limited,
since governments are compelled to bring their policies in line with the fiscal rule (Budina
et al. 2012).
Another important element seems to ‘empower independent overseers to review budget
actions and to point out actual or potential violations’ (Schick 2003). In addition, independent
bodies that both set budget assumptions and monitor the implementation of budgetary
measures potentially strengthen the fiscal framework. These activities are often performed
by economic scoring agencies or independent fiscal bodies that are increasingly active
throughout the OECD (Kopits 2001). Debrun and Kumar (2007) provide some evidence
that these institutions contribute to budgetary outcomes, although they do also point
to the possibility of reverse causality, in which countries ‘lock in’ already existing fiscal
consolidation preferences.
The literature on the association between fiscal policy and health care expenditure is limited.
Most contributions focus on how budgetary governance structures impact decisions on
health. White (2013) for example discusses how budget professionals and health policy
makers collide in respect to the health budget. He argues that the former often have the
upper hand, concluding that political forces are in the end stronger than the budget or
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health professionals. This observation is shared by Schakel et al. (2017), who provide a
qualitative analysis of the actual use of fiscal rules in the Netherlands and the United States.
Their conclusion is that fiscal rules seem to have more bearing on budgetary outcomes than
on the budget process itself, in other words: the numbers prevail the compliance with the
budgetary process.
An empirical study of the cost cutting potential of fiscal rules in respect to public health
expenditure seems relevant for a number of reasons. First, the health budget of OECD
countries has risen faster over the past decades than other spending categories and GDP
(OECD 2015a). It thus seems of interest to study what the impact of fiscal rules has been on
expenditure development. Second, as we have seen above, the effectiveness of fiscal rules
as a depoliticized policy framework is under debate. This may be even more so in the case
of the health budget: health care is often seen as a ‘right’ and is labeled as ‘high priority’
by citizens. Thirdly, controlling the health budget requires effective coordination between
many stakeholders which often creates time lags and information shortages. Steering costs
effectively using fiscal rules therefore seems challenging.

METHODS
Data
We gather data on health expenditure of 32 OECD countries between 1985 and 2014 from
the OECD health statistics database (OECD 2016). OECD member countries Turkey and
Korea are not included in this analysis, due to a lack of IMF data on fiscal rules for these
countries. Of these 32 countries, 21 are part of the European Union and thus subject to
the ‘corrective arm’ as part of the Stability and Growth Pact (SGP) of the EU.3 This means
that for these countries, a supranational balanced budget rule has been in place since the
introduction of the SGP (1992), or as soon as a country became a member of the Union.
From the database we derive the annual nominal expenditure figures in international dollar
terms, which we adjust for purchasing power parity that is based on year 2005.
Next, we search the IMF database on fiscal rules for the same period (IMF 2015). The
database includes about 70 variables on fiscal rules and comprises quantitative and
qualitative information on various characteristics, such as the number and type of rules, legal
basis, coverage, escape clauses, enforcement, and supporting procedures. The dataset is not
specifically catered towards the health budget. For this reason, we correct our dataset for
those countries that have excluded health expenditure from their general fiscal framework
for a given period, which in our timeframe, include Austria, Switzerland and the United
States. The table in Appendix 2.6.2 provides an overview of the active fiscal rules of our
32-country sample between 1985 and 2014.
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Estimating the effect of fiscal rules on public health care expenditure
The aim of this study is to estimate the following equation:

Our primary independent variable of interest, fiscal rules (FR), is presented as a dummy
variable. We study the overall presence of a fiscal rule and further discriminate between
expenditure rules and balance budget rules since those seem most relevant for the direct
steering of health expenses. The dependent variable expenditurei, t measures the inflation
adjusted public health care expenditure of country i in year t. Xi, t represents a vector of
control variables, which includes several demographic and economic characteristics. In
particular, we use four control variables. First, GDP, which serves as a proxy for both
income and price development. Some national longitudinal studies suggest an income
elasticity slightly greater than one, indicating that income and health expenditure are highly
correlated (Chernew and Newhouse 2011). Second, we use debt to indicate the level of
public debt, as governments with higher debts are more susceptible to cutting back on the
budget, including on health entitlements and provisions. Third, the overall population.4
Fourth, a dummy variable for which an IMF bailout loan was received in country i during
year t. The IMF coerces grantees to implement structural reforms to address institutional
or economic weaknesses, in addition to policies that maintain macroeconomic stability. All
control variables are explained at greater details in Appendix 2.6.1.
Finally, because of the non-random assignment of the fiscal rules and the large variances
in both the external environment (such as the impact of the global economy), as well as the
internal characteristics (such as country-specific attitudes towards health care consumption)
that may not have been captured in the current model, we add country and year fixed effects
in all our regressions.
It is generally assumed that health systems that rely on entitlements and dedicated revenue
streams face greater budgetary challenges (OECD 2015a; White 1998, 2013, 2014).
For this reason we run a separate regression that excludes five countries whose health
entitlements are based on contributions, and share other features such as a high share of
public funding as a percentage of total health expenditure and low levels of regulation as
well as passive purchasing structures (Wendt 2009). This cluster is composed of Austria,
Belgium, Germany, France and Luxemburg5 (‘Cluster I countries’). Other features that set
these countries apart from other categories, is a high level of autonomy of self-employed
doctors and a high level of freedom of consumer choice. Cluster II and Cluster III countries
(Great Britain, Sweden, Portugal, among others) on the other hand have more control over
access to medical care and the salaries of GPs and specialists. There is thus reason to
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assume that ‘Cluster I countries’ have fewer levers to control costs, and therefore might be
less impacted by fiscal rules.

Possible lagged effectiveness of fiscal rules
It is possible that the cost cutting potential of fiscal rules increases when a time lag is
introduced. There are two main reasons to assume this effect is present. First, a lag
in reporting on health expenditure and a subsequent delay in the implementation of
containment measures is widely observed throughout the OECD.6 The OECD suggests that
this delay is often due to data-collection issues or reporting from health care institutions/
insurers or sub-national governments. It additionally notes that: ‘delays in information
made it harder for them [budget officials] to work with Health Ministries to take corrective
measures through the year and in some cases prompt additional savings within a short
time frame to meet end-of-year fiscal objectives’ (OECD 2015a). The second reason is that
modifications to the benefit basket or the level of out-of-pocket costs in the current year,
two strategies that are often sought for by policymakers, are difficult to attain. Under these
circumstances, introducing such modifications in year t will not lead to immediate cut backs
on the budget, but at the earliest in year t + 1. We therefore introduce a two-tailed one- or
two-year time lag: both lagged implementation and persisting effectiveness (after a rule has
been suspended) in one or two years.
We re-write Eq. (1) for such time lag in Equation (2):

Where k represents the number of years, which subsequently equals to 1 or 2.

The impact of further supporting procedures
Enforcement and monitoring mechanisms in theory provide additional safeguards that fiscal
rules will be complied with. According to Budina et al. (2012), these features popularized
throughout advanced and emerging economies since the onset of the financial crisis of
2008. The database provides a subset of data that describe several of these supporting
procedures. We incorporate such variables as Equation (3):

Supporting_procedures represents one of the following variables in each of our models: 1)
the legal basis of a fiscal rule (level 1 = political commitment or coalition agreement, level
2 = statutory or constitutional), 2) the existence of multi-year expenditure ceilings, 3) an
independent body that sets budgetary assumptions and 4) an independent body monitoring
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budget implementation. The coefficient β2 indicates the additional effect of a particular
supporting procedure on health care expenditure. It is important to note that the IMF
database is constructed in such a way that for some of these supporting procedures, they
only exist when a fiscal rule is present, which is why in our results, β3 in some models were
not estimated.

RESULTS
Figure 2.1 provides an overview of the per capita average public health care spending
between 1985 and 2014. In Appendix 2.6.1 we provide a more detailed explanation of what
constitutes OECD’s definition of public health care expenditure.
Figure 2.1 – Per capita public health care expenditure OECD 32, Average 1985 – 2014
(Per capita, constant prices, constant PPPs, OECD base year)

Source: adapted from OECD 2016

The effects of fiscal rules on public health care expenditure
Table 2.1 provides an overview of the association between fiscal rules and the level of
public health care expenditure, for both the 32 OECD countries and excluding the ‘Cluster
I countries’.
The presence of a FR on average is associated with 3% decrease in health care expenditure
at a 1% alpha level. Broken down by types of rules, ER demonstrates a greater potential for
expenditure reduction at 4%. Overall, countries with a BBR on average devote 4% less of
their public resources to health care. However, its influence deserves further elaboration:
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a national level BBR reveals a statistically insignificant negative relationship with health care
expenditure; yet, when this is adopted at a supranational level, or at both levels combined,
the effect becomes considerably significant, at 6 and 8% respectively. This suggests that for
EU countries, efforts by the European Commission to enforce a 3% maximum deficit seem
to have a significant effect on health expenses, one of the largest outlays within the central
budget. This effect might become even stronger as a result of the increasing attention of
health reforms within the framework of the European Semester process (Azzopardi-Muscat
et al. 2015).
Table 2.1 – The association between fiscal rules and the level of public health care
expenditure
Public health care expenditure in log
(1)

(2)

(3)

32 OECD countries
FR
ER
BBR

-0.03**
(0.01)

(4)

(5)

(6)

(7)

Exclude Cluster I countries
-0.04***
(0.01)

-0.04**
(0.01)

-0.05***
(0.01)
-0.04**
(0.01)

-0.05***
(0.01)

BBR (detailed levels)
National

-0.02
(0.02)
Supranational
-0.06***
(0.02)
Both
-0.08***
(0.02)
Country FE
Y
Y
Y
Y
Y
Y
Y
Year FE
Y
Y
Y
Y
Y
Y
Y
N
717
717
717
717
609
609
609
adj. R2
0.997
0.997
0.997
0.997
0.997
0.997
0.997
Notes: Columns 1 to 4 include all countries in the dataset, and column 5 to 7 exclude cluster
I countries. Dependent variable public health care expenditure is adjusted for inflation and
purchasing power. Appendix 2.6.3 provides a full table, including all control variables. Standard
errors are in parentheses.
*
p < 0.05, ** p < 0.01, *** p < 0.001

When excluding ‘Cluster I countries’ from the regression, we find that coefficients of FR,
ER and BBR increase by one percentage point, respectively. This suggests that countries
that are health services provision-oriented, seem indeed less capable of controlling public
health care expenditure through fiscal rules, than other countries.
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Figure 2.2 presents publicly funded health care expenditure as percentage of GDP, pooled
by country-years with and without fiscal rules. It indicates that on average, budgetary
frameworks that incorporate fiscal rules show lower health care expenditure growth.
Especially after the financial crisis of 2008, stricter budgetary frameworks are associated
with lower expenditure growth. Although the figure does not control for variables that are
included in the model, it does suggest that over time, governments do benefit from stricter
budgetary frameworks. The figure might suggest that the regression coefficient we find in
our main model is underestimated; the cost cutting potential of fiscal rules, especially in
post crisis years, seems considerable. In fact, in column 1 of Appendix 2.6.6, in which we
replaced the outcome variable with public health care expenditure as a percentage of GDP,
we see the presence of FRs is associated with − 40% decrease in the outcome. It suggests
that countries with relative higher shares of health care spending seem more successful in
exerting fiscal pressure than countries with lower shares of spending. A sensitivity analysis,
in which we replace some key variables of our main model (columns 2–4 of Appendix 2.6.6),
however confirms the robustness of our initial findings and the coefficient of our independent
variable of interest.
Figure 2.2 – Publicly funded health care expenditure (as % of GDP) for OECD 32, pooled
by presence of a fiscal rule7

Source: adapted from OECD 2016, IMF 2015
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Table 2.2 – The lagged effectiveness of fiscal rules
Public health care expenditure in log
(1)

(2)

(3)

(4)

One year lag
FR
ER

-0.04***
(0.01)

(5)

(6)

Two year lag
-0.05***
(0.01)

-0.05***
(0.01)

-0.06***
(0.01)

BBR

-0.04***
-0.05***
(0.01)
(0.01)
Country FE
Y
Y
Y
Y
Y
Y
Year FE
Y
Y
Y
Y
Y
Y
N
717
717
717
717
717
717
adj. R2
0.997
0.997
0.997
0.997
0.997
0.997
Notes: Columns 1 to 3 show effects with one year lag, and columns 4 to 6 show effects with
two year lag. Dependent variable public health care expenditure is adjusted for inflation and
purchasing power. Appendix 2.6.4 provides a full table, including all control variables. Standard
errors are in parentheses.
*
p < 0.05, ** p < 0.01, *** p < 0.001

The possible lagged ef fect of fiscal rules on public health care
expenditure
Table 2.2 highlights the lagged effectiveness of fiscal rules. The association between overall
FR and ER and the health budget increases by one percentage point for each additional
year after a government starts implementation. At the same time, we find no such effects
with BBR. All of the models described above yield statistical significance on our primary
independent variable of interest. These findings suggest that the cost cutting potential of
fiscal rules becomes greater after one and two years.

The additional effects of supporting procedures
The results in Table 2.3 suggest that adopting supporting procedures has to some extent
an additional limiting effect on public health care expenditure, even though the magnitude
of such effects is mixed.
As columns 3–5 suggest, of all the studied enforcement and monitoring mechanisms, the
existence of a fiscal rule in combination with a strict multi-year expenditure ceiling shows the
most promise in terms of cost containment, at approximately 7% reduction. The presence of an
independent body setting budgetary assumptions or an independent body monitoring budget
implementation yields no additional effect at statistical significant levels. The coefficients of
each interaction terms and the primary independent variable of interest are jointly significant.
However, as such enforcement and monitoring procedures are closely correlated with the
presence of a fiscal rule, the true magnitude of their impacts is worth further investigation.
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Table 2.3 – The additional impact on health care expenditure from supporting procedures
Public health care expenditure in log

FR
FR x FR legal basis Level 1
Level 2
FR x budget ceiling
FR x independent body setting
FR x independent monitoring

(1)

(2)

(3)

(4)

(5)

ER

BBR

FR

FR

FR

0.09
(0.05)
-0.17***
(0.04)
0.17
(0.10)

-0.03*
(0.01)
-0.06***
(0.02)
0.04*
(0.02)

-0.02
(0.01)

-0.03**
(0.01)

-0.03*
(0.01)

-0.05***
(0.01)
0.01
(0.02)

2

0.06
(0.06)
Y
Y
717
0.997

Country FE
Y
Y
Y
Y
Year FE
Y
Y
Y
Y
N
717
717
717
717
adj. R2
0.997
0.997
0.997
0.997
Notes: Independent variable FR is presented in different forms. In columns 1 and 2, it is
presented as ER and BBR, respectively, where legal basis level 1 indicates either a political
commitment or coalition agreement, level 2 indicates either a statutory and constitutional level
enforcement. In columns 3 to 5, it is presented as aggregate FR. Appendix 2.6.5 provides a full
table, including all control variables. Standard errors are in parentheses.
*
p < 0.05, ** p < 0.01, *** p < 0.001

The distinction between different levels of legal frameworks for public health care
expenditure seems relevant. An ER supported by a legal framework has a limiting effect
on the level of public health expenditure. Interestingly, political frameworks (legal basis
level 1) are much more effective than those that are enforced by legal rules (statutory or
constitutional). For both ERs and BBRs, it seems that political frameworks correlate with
lower levels of expenditure than ones that are enshrined in statutes or the constitution.
Especially, expenditure rules that are underwritten by political goals seem effective versus
other frameworks.

DISCUSSION
The main goal of this paper is to establish whether governments that use fiscal rules – on
average and ceteris paribus – are better equipped to contain health care expenditure than
governments without such rules. However, given that the level of spending dedicated to
health care ultimately reflects a political choice, it is also conceivable that some countries
willingly devote a larger share of resources to health care than other countries do, while
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at the same time complying with existing rules and fiscal frameworks. Our analysis does
not reveal this relationship – which should be an analysis with budgetary overruns as the
dependent variable – but instead describes the potential of fiscal rules in relation to budgeting
health expenses. This study shows that such a potential seems clearly present. The cost
cutting potential of fiscal rules still seems relatively modest and compares to the association
between a country’s debt and that same budget (see Appendix 2.6.3 for details). On average,
the association between having a fiscal rule in place and the per capita decrease in health
spending translates to roughly $ 100.-. In line with the literature on the determinants of the
growth of health expenditure, GDP explains most of its variance. The relation between the
relative share of publicly funded health care and the cost cutting potential of fiscal rules
seems present. Further research in this area could potentially demonstrate at what cutoff
fiscal pressures are most effective.
In a substantial number of OECD countries health care is a sub-central responsibility, while
sub-central fiscal policy is commonly an integral part of general government fiscal policy. Some
evidence suggests that widespread decentralization of health systems has often increased
health spending over the past decades (Crivelli, Leive, and Stratmann 2010). Sub-central
fiscal policies mostly focus on borrowing and debt rules, and less on expenditure. Moreover
it seems that sub-central fiscal policies are often redundant due to the high level of discretion
of the general government in addressing sub-central fiscal challenges (OECD 2014b). For
this reason, we do not expand on the role sub-central governments play in controlling health
budgets. We hypothesize that sub-central decision making on public health expenditure
will align with fiscal rules that govern the decision making of the general government.
Much of our results are in line with the more qualitative body of evidence that exists on
budgeting for health emanating from OECD surveys, country studies and international
comparisons. A quantitative multi-level study by Getzen (2000) shows that at the highest
levels of decision-making, budget constraints are determinative for the amount of resources
allocated, rather than “the amount of disease”. Our results seem to align with these findings.
One area of future research could be to examine the association between fiscal rules and
various health care utilization categories. A similar regression with average length of stay in
a curative care facility as the dependent variable shows a positive correlation with having a
fiscal rule in place (see Appendix 2.6.7). This suggests that budgetary restrictions do not result
in shorter hospital admissions, which could in turn point to net efficiency gains. A next step
would be to determine if these efficiency gains translate into lower prices or volumes of care.
Our results further suggest that budgetary governance for health has been most successful
within the fiscal framework of the European Union. We cannot ascertain the extent to which
supranational BBRs have enforced structural health reforms or simply enabled budget cuts.
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Greer et al. (2016) find that, specific for the EU, ‘generic calls for reorganization are having
less effect than cruder, more direct policies to reduce expenditure such as reduction in
access, reduction in pay, or less expenditure’. Irrespective of the longer-term impact of fiscal
policy, we can cautiously draw the conclusion that Supranational Balanced Budget Rules
have shown substantial potential for cost containment of health budgets.
Another finding is that the specific design features of health systems seem to correlate with
the susceptibility of fiscal pressures. Although this may seem intuitive, it seems of interest
to acknowledge the interaction between fiscal policy and health systems design. Largely
decentralized systems (such as Switzerland or Italy) are in many ways different from more
centralized health systems (Crivelli, Filippini, and Mosca 2006; Piacenza and Turati 2014).
The same goes for health systems that operate as bureaus (such as the United Kingdom)
compared to those that run entitlement programs (such as the Netherlands). These health
systems each face different challenges in terms of fiscal sustainability and viable enforcement
mechanisms and operate distinct budgetary control procedures (OECD 2014a; White 1998,
2014). The impact of health systems on health expenses is discussed extensively in the
literature (Gerdtham and Jönsson 2000; Joumard, André, and Nicq 2010), although clear
relations are difficult to find (OECD 2010b). When excluding ‘Cluster I countries’ from the
regression, we have seen that the cost cutting potential of fiscal rules increases. It could be
that the FRs within ‘Cluster I countries’ apply less stringent fiscal policies with regards to
overspending. In any case, interactions between health systems design and fiscal frameworks
seem to exist. Further research on this specific interaction seems warranted.

CONCLUSIONS
Our results can be seen as a call for attention to budgetary governance, which turns out to be
a critical feature in studying the success of different systems in terms of fiscal performance,
and the assessment of preconditions that determine such success. A recent OECD study
aims to explain the drivers of public health expenditure by assessing policy and institutional
variables (Maisonneuve et al. 2016). The main finding is that policy and institutional variables
explain some 23% of public health expenditures. Our study supports such findings with
respect to fiscal institutions.
The association between fiscal rules and a decrease of the health budget becomes stronger
one and two years after implementation. This provides noteworthy policy implications.
Budget (preparation) cycles are generally on an annual basis, while our results suggest that
budgetary recoups often cannot easily take place within this short timeframe. It seems
crucial for policy makers and budget officials to acknowledge these parallel realities and
model their budgetary frameworks accordingly. Thus it is not very surprising that multi-year
expenditure ceilings further enhance the possible impact of fiscal rules.
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Finally, we find that the shape of the legal frameworks additionally impacts the potential to
limit the health budget; politically constructed frameworks are more strongly associated with
lower levels of health expenditures than rules that are confined in legislation. This finding
requires further investigation but might align with Schick’s statement that a rule is as strong
as the underlying political will to enforce it.

ENDNOTES
1.
2.

3.

4.

5.

6.
7.
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For clarification purposes some minor explanations have been added in the final version
of this dissertation, under endnote 5 and 7.
ERs set limits on total, primary, or current spending; RRs set ceilings or floors on
revenues and are aimed at boosting revenue collection and/or preventing an excessive
tax burden; DRs set an explicit limit or target for public debt in percent of GDP; BBRs
constrain the variable that primarily influences the debt ratio and are largely under the
control of policy makers. (source: Budina et al. 2012)
In the ‘corrective arm’ of the SGP, the Excessive Deficit Procedure (EDP) ensures the
correction of excessive budget deficits or excessive public debt levels. It is a step-bystep approach for reining in excessive deficits and reducing excessive debts. The EU
Treaty defines an excessive budget deficit as one greater than 3% of GDP. Public debt is
considered excessive under the Treaty if it exceeds 60% of GDP without diminishing at
an adequate rate (defined as a decrease of the excess debt by 5% per year on average
over three years) (source: ec.europa.eu)
Government health care expenditure, GDP, debt and population are expressed in natural
log so that we are able to interpret the results in percentage change. Expenditure, GDP
and debt are also measured in international dollars (i.e. purchasing power parity) so
that we are able to compare different countries across time.
It should be noted that the analysis of Wendt only includes fifteen European countries
and that some countries are characterized as social insurance systems (such as the
Netherlands), but do not fit Wendt’s typology. The Netherlands is somewhat set apart
in the Wendt typology, because it is characterized by strict access regulation and seems
to be unique due to the high share of private funding and a low level of out-patient
health care. Cluster II countries consist of Denmark, Great Britain, Sweden, Italy and
Ireland, and Cluster III countries consist of Portugal, Spain and Finland.
A delay in reporting of 6 months up to two years is not uncommon throughout the
OECD (see for an overview of reporting delays per country OECD 2015, 92).
The representation of the graph might be somewhat skewed due to the fact that the
number countries that do not have a Fiscal Rule in place has diminished considerably
over the years (from 18 in 1985 to 6 in 2014).
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APPENDICES
Appendix 2.6.1 – Description of variables
Variable

Definition

Data Source

Public
Health expenditure incurred by public funds. Public funds are state, OECD 2015
Health Care regional and local Government bodies and social security schemes.
Expenditure Public capital formation on health includes publicly financed
investment in health facilities plus capital transfers to the private
sector for hospital construction and equipment.
Debt
General government debt is the amount of a country’s total gross
OECD 2015
government debt. It is an indicator of an economy’s budgetary
health and a key factor for the sustainability of government finance.
Debt is commonly defined as a specific subset of liabilities identified
according to the types of financial instruments included or excluded.
Debt is thus obtained as the sum of the following liability categories
(as applicable): currency and deposits; securities other than shares,
except financial derivatives; loans; insurance technical reserves;
and other accounts payable. Changes in government debt over time
reflect the impact of government deficits. This indicator is measured
as a percentage of GDP. Data are under System of National Accounts
(SNA 1993) for all countries except for Australia and United States
(SNA 2008).
Studies by Pammolli et al. and Gerdtham et al. (2000; 2012)
discuss the relation between debt and public health expenditure and
argue that countries with higher debt exhibit lower level of public
expenditure.
GDP
Gross domestic product is an aggregate measure of production equal OECD 2015
to the sum of the gross values added of all resident institutional units
engaged in production (plus any taxes, and minus any subsidies,
on products not included in the value of their outputs). The sum of
the final uses of goods and services (all uses except intermediate
consumption) measured in purchasers’ prices, less the value of
imports of goods and services, or the sum of primary incomes
distributed by resident producer units.
We have included this variable – supported by the literature on the
determinants of health expenditure (Astolfi, Lorenzoni, and Oderkirk
2012; Chernew and Newhouse 2011; Hauck and Zhang 2016;
Pammolli, Riccaboni, and Magazzini 2012) – to capture economic
and societal determinants of health expenditure, such as income and
price developments, the spread of medical technologies and general
attitudes towards health care consumption.
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Population

Definition

Population is defined as all nationals present in, or temporarily
absent from a country, and aliens permanently settled in a country.
This indicator shows the number of people that usually live in an
area. Growth rates are the annual changes in population resulting
from births, deaths and net migration during the year. Total
population includes the following: national armed forces stationed
abroad; merchant seamen at sea; diplomatic personnel located
abroad; civilian aliens resident in the country; displaced persons
resident in the country. However, it excludes the following: foreign
armed forces stationed in the country; foreign diplomatic personnel
located in the country; civilian aliens temporarily in the country.
Population projections are a common demographic tool. They
provide a basis for other statistical projections, helping governments
in their decision making. This indicator is measured in thousands of
people.
Aging being an important driver for health expenditure, earlier
versions of the draft contained population over 65 (POP65) as the
independent variable, producing equivalent results in the regression.
Deficit ratio This ratio expresses deficit in terms of GDP.
IMF bailout This dummy is modeled after Reeves et al (2014) and includes Standby Arrangements (SBA) and Extended Fund Facilities (EFF):
IMF bailouts include Stand-by Arrangements, usually short-term
lending to states to cover the effect of unanticipated shocks, and
Extended Fund Facilities, which are usually medium- or long-term
lending programs aimed at overcoming weaknesses in the national
economy which may have precipitated or exacerbated the shock.
IMF becomes 1 the year after the agreement has been made.
This reflects the time lag between the loan and the implementation of
any changes to government spending, i.e., if an agreement was made
in 2008 the variable would measure 1 in 2009 and remain 1 while the
bailout is active. When the agreement ends the indicator becomes 0.
FR
This dummy variable indicates if a fiscal rule (ER, BBR, RR, DR) is
present (1) or not (0) for a given country, in a given year.
ER
This dummy variable indicates if an expenditure rule is present (1) or
not (0), in a given year.
BBR
This dummy variable indicates if a balanced budget rule is present (1)
or not (0), in a given year.
BBR NAT
This ordinal dummy variable indicates if a balanced budget rule at
the national level is present (1) or not (0), in a given year.
BBR SUPRA This ordinal dummy variable indicates if a balanced budget rule at
the supranational level is present (1) or not (0), in a given year.
BBR BOTH This ordinal dummy variable indicates if a balanced budget rule at
both the national and supranational level is present (1) or not (0), in a
given year.
DR
This dummy variable indicates if a debt rule is present (1) or not (0),
in a given year.
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Data Source
OECD 2015

OECD
IMF’s
Monitoring
of Fund
Arrangements
database
(MONA)

IMF 2016
IMF 2016
IMF 2016
IMF 2016
IMF 2016
IMF 2016

IMF 2016
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Appendix 2.6.2 – Fiscal rules targeting public health care expenditure
between 1985 – 2014
Country

Expenditure Rule
(ER)

Balanced Budget
Rule (BBR)

Balanced Budget
Rule (BBR)

Balanced Budget
Rule (BBR)

National

Supranational

Both

Australia

1985-1988
2009-2014
2013-2014
1993-1998
1998-2005
1994-2014
2003-2014
1998-2014
1985-2014
2010-2014
2010-2011
2004-2008
2005-2014
2006-2008
2010-2014
1990-2014
1994-2014
2011-2014

1985-1988
1998-2014
-

-

-

1995-1998
1992-2014
2004-2015
1995-1998
1992-2012
1992-2014
2012-2014
1992-2014
1992-2013
-

1999-2014
1992-2014
2004-2014
1999-2014
2013-2014
1992-2014
2004-2011
2014
-

Austria*
Belgium
Canada
Chile
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland
Israel
Italy
Japan
Luxembourg
Mexico
Netherlands
New Zealand
Norway
Poland

1998-2005
2001-2014
1993-2003
1985-1991
1992-2014
1985-2014

2

2006-2014
1994-2014
2001-2014
-

1992-2014
1992-2013
2014
2004-2005
2006-2007
2008-2014
Portugal
1992-2014
Slovak Republic
2004-2014
Slovenia
2004-2014
Spain
2011-2014
1992-2002
2003-2014
Sweden
1997-2014
1995-1999
2000-2014
Switzerland**
United Kingdom
1992-1996
1997-2014
United States***
2011-2014
* Modification of the original dataset; Austria introduced a budget cap in 2013, see (Hofmarcher
2014).
** Modification of the original dataset; the Swiss fiscal rules (introduced in 2003) cover only the
relatively small federal budget and excludes health care expenditure, see (Danninger 2002)
*** Modification of the original dataset; the 1985 and 1990 ER did not target Medicare or Medicaid
spending. The 2011 ER did target Medicare spending.
Source: IMF 2015
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Appendix 2.6.3 – The impact of fiscal rules on the level of public health
care expenditure
Inflation adjusted government health care expenditure in log
(1)

(2)

(3)

(4)

All countries
FR
ER

-0.03**
(0.01)
-0.04**
(0.01)

Supranational
Both

(7)

-0.05***
(0.01)
-0.02
(0.02)
-0.06***
(0.02)
-0.08***
(0.02)

BBR
-0.03**
-0.03*
(0.01)
(0.01)
Log GDP
0.75***
0.71***
(0.06)
(0.05)
Log population
0.17
0.22
(0.12)
(0.12)
IMF bailout
-0.03
-0.03
(0.02)
(0.02)
Constant
-12.80*** -12.41***
(1.64)
(1.62)
Country FE
Y
Y
Year FE
Y
Y
N
717
717
adj. R2
0.997
0.997
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
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(6)

-0.04***
(0.01)

BBR (detailed levels)
National

Log debt

(5)

Exclude Cluster I countries

-0.03*
(0.01)
0.83***
(0.06)
-0.08
(0.15)
-0.04
(0.02)
-11.31***
(1.71)
Y
Y
717
0.997

-0.04**
(0.01)
-0.03**
(0.01)
0.77***
(0.06)
0.13
(0.12)
-0.03
(0.02)
-12.58***
(1.62)
Y
Y
717
0.997

-0.03*
(0.01)
0.68***
(0.06)
0.13
(0.13)
-0.05*
(0.02)
-10.60***
(1.73)
Y
Y
609
0.997

-0.03*
(0.01)
0.62***
(0.05)
0.19
(0.13)
-0.04
(0.02)
-9.95***
(1.71)
Y
Y
609
0.997

-0.05***
(0.01)
-0.03*
(0.01)
0.70***
(0.06)
0.08
(0.13)
-0.04
(0.02)
-10.26***
(1.71)
Y
Y
609
0.997
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Appendix 2.6.4 – The lagged effectiveness of fiscal rules
Inflation adjusted government health care expenditure in log
(1)

(2)

(3)

(4)

Lag: 1 year
FR
ER

-0.04***
(0.01)

(6)

-0.05***
(0.01)
-0.05***
(0.01)

BBR
Log debt

(5)
Lag: 2 years

-0.04**
-0.03*
(0.01)
(0.01)
Log GDP
0.77***
0.71***
(0.06)
(0.05)
Log population
0.14
0.22
(0.12)
(0.12)
IMF bailout
-0.03
-0.03
(0.02)
(0.02)
Constant
-12.82***
-12.35***
(1.62)
(1.61)
Country FE
Y
Y
Year FE
Y
Y
N
717
717
adj. R2
0.997
0.997
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

-0.06***
(0.01)
-0.04***
(0.01)
-0.04**
(0.01)
0.77***
(0.06)
0.11
(0.12)
-0.03
(0.02)
-12.43***
(1.62)
Y
Y
717
0.997

-0.04**
(0.01)
0.80***
(0.06)
0.10
(0.12)
-0.02
(0.02)
-12.77***
(1.61)
Y
Y
717
0.997

-0.03**
(0.01)
0.70***
(0.05)
0.23
(0.12)
-0.03
(0.02)
-12.22***
(1.60)
Y
Y
717
0.997

-0.05***
(0.01)
-0.04**
(0.01)
0.78***
(0.06)
0.08
(0.12)
-0.03
(0.02)
-12.24***
(1.61)
Y
Y
717
0.997
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Appendix 2.6.5 – Supporting procedures
Inflation adjusted government health care expenditure in log

FR
FR x FR legal basis level 1
FR x FR legal basis level 2
FR legal basis level 1
FR legal basis level 2

(1)

(2)

ER

BBR

0.09
(0.05)
-0.17***
(0.04)
0.17
(0.09)
0.02
(0.07)
-0.29**
(0.10)

-0.03*
(0.01)
-0.06***
(0.02)
0.04*
(0.02)

FR x ceiling

(3)

(4)

-0.02
(0.01)

-0.03**
(0.01)

0.01
(0.02)

FR x independent monitoring
Independent monitoring

Log population
Log debt
Bailout
Constant
Country FE
Year FE
N
adj. R2
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
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-0.03*
(0.01)

-0.05***
(0.01)

FR x independent body setting

Log GDP

(5)

FR

0.73***
(0.05)
0.23
(0.12)
-0.02
(0.01)
-0.06*
(0.02)
-12.95***
(2.02)
Y
Y
717
0.997

0.75***
(0.06)
0.09
(0.12)
-0.02
(0.01)
-0.03
(0.02)
-11.32***
(2.00)
Y
Y
717
0.997

0.75***
(0.06)
0.19
(0.12)
-0.04**
(0.01)
-0.04
(0.02)
-12.86***
(2.00)
Y
Y
717
0.997

0.75***
(0.06)
0.16
(0.12)
-0.03**
(0.01)
-0.03
(0.02)
-12.35***
(2.02)
Y
Y
717
0.997

0.06
(0.06)
-0.07
(0.06)
0.76***
(0.06)
0.16
(0.12)
-0.03**
(0.01)
-0.03
(0.02)
-12.39***
(2.02)
Y
Y
717
0.997
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Appendix 2.6.6 – The association between public health care spending as
percentage of GDP (column 1) and various sensitivity checks (columns 2–4)
Outcome
Public health care
spending as % of GDP
(1)
FR

Supranational
both

Log debt

(2)

-0.40***
(0.07)

Level of DR
National

Log population

Log public health care spending

-0.48
(0.61)
-0.17*
(0.08)

Log GDP

-0.03
(0.02)
-0.07***
(0.02)
-0.07**
(0.02)
-0.08
(0.15)
-0.03*
(0.01)
0.83***
(0.06)

Ratio of population 65 and above

(3)

(4)

-0.03*
(0.01)

-0.03*
(0.01)

-0.05***
(0.01)
0.77***
(0.05)
0.00
(0.00)

Deficit ratio
IMF bailout
Constant

-0.09
(0.12)
16.41
(10.47)
Y
Y
717

-0.04
(0.02)
-10.53***
(2.06)
Y
Y
717

2

0.15
(0.12)

-0.02
(0.02)
-9.83***
(1.44)
Y
Y
735

0.81***
(0.06)

-0.01***
(0.00)
-0.06**
(0.02)
-14.35***
(1.89)
Y
Y
631

Country FE
Year FE
N
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
This table presents a series of robustness checks we performed by using similar measures to
replace our main model. Column 1 changes the outcome variable from inflation and PPP adjusted
public health care spending to such spending as a percentage of total GDP. Column 2 replaces
the primary variable of interest from general FR to DR. Columns 3 and 4 replaces population and
debt with ratio of population 65 and above and deficit ratio.

51

Chapter 2

Appendix 2.6.7 – The association between fiscal rules and average length
of stay in a curative care facility
Average length of stay
(1)
FR

(2)

1.68
(0.24)

ER

-0.20
(0.25)

BBR
Log GDP

2.00*
(1.00)
Log population (mil)
6.79**
(2.19)
Log debt
-2.06***
(0.24)
Bailout
0.60
(0.37)
Constant
0.24
(25.56)
N
630
adj. R2
0.962
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
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(3)

***

3.93***
(1.00)
5.46*
(2.27)
-2.03***
(0.25)
0.53
(0.39)
-47.34
(25.68)
630
0.959

2.16***
(0.24)
1.44
(0.98)
8.57***
(2.15)
-2.02***
(0.23)
0.49
(0.36)
9.75
(24.83)
630
0.964
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ABSTRACT
Background:
Fiscal rules for health set numerical limits to the aggregate budget, yet it is unclear how
fiscal policy at the macro level translates to decision-making on budget or volume controls
for health.

Methods:
In this study, through a multivariate regression analysis of 32 OECD countries, we explore in
which way fiscal rules are associated with different health care cost containment strategies
between 1985 and 2014.

Results:
Our results show that fiscal rules seem to have prompted cost shifting from the public
to the private domain. However, while expenditure rules seem to have limited preventive
care expenditures, the curative and pharmaceutical care sector seemed more protected.
In contrast, long-term care showed higher expenses in years when an expenditure rule was
in place. For curative care in particular, time lags indicate that fiscal policy does become
effective after one or two years of rule implementation. Capital investments seemed to be
unaffected by fiscal rules.

Conclusions:
Our paper should be seen as a first exploration of the potential impact of fiscal rules on cost
containment strategies. Our findings warrant further investigation into the redistributive
effects of fiscal rules on various parts of the health budget and could call for implementing
supporting measures to protect some areas of the budget such as out-of-pocket payments
and prevention that seem particularly susceptible to fiscal rules.
Keywords: Health budgeting, fiscal rules, cost containment
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BACKGROUND
In most Organisation for Economic Co-operation and Development (OECD) countries,
decisions on the budget for health care are governed by fiscal rules, in order counteract
upward pressures on the budget. The rules set numerical limits to budgetary aggregates
and aim to contain public finances at the highest level of decision-making. Fiscal rules by
definition are seen as de jure arrangements; they do not test their practical adherence, but
rather set a normative framework by which decision makers should abide (Budina et al.
2012). Fiscal rules are also non-directional; they do not compel governments to cut back
in a specific way or area. They simply impose budgetary constraints at the highest level of
political decision-making.
Figure 3.1 illustrates that over the past decades, governments have increasingly used fiscal
rules to steer away from deficits and organize their financial decision making process
(Budina et al. 2012; Dahan and Strawczynski 2013; Wyplosz 2012). Publicly funded health
care expenditure holds a distinct position on most public budgets, due to its reliance
on entitlements and dedicated revenue streams. These entitlements place multiannual
mortgages on the budget and thereby cannot easily be changed in the current year (White
1998). Nevertheless, publicly funded health expenditure is increasingly part of this overall
fiscal framework in most OECD countries and thereby impacted by fiscal rules.
Figure 3.1 – The prevalence of fiscal rules in OECD countries for publicly funded health
expenditure between 1985 and 2014

Source: IMF 2015
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OECD countries generally experience difficulty to cope with sustained fiscal pressure from
the health sector (Thomson et al. 2014). One reason is that in many countries, health care is
not under direct control of the central government, but is a responsibility of lower levels of
administration, such as provinces or counties. The decentralization of health care provision
has further limited the central government’s capability to directly intervene in the budget and
empirical evidence suggests that decentralization generally increases total health expenditure
(Mosca 2007). Also, health care is often a predominantly private endeavor in which private
and/or social insurers and providers compete for the favor of the insured (Cutler 2002).
The role of the central government by and large has changed from direct control of
budgets, volumes, and prices to a decentralized system, mainly responsible for regulating
and supervising. At the same time, containment measures for health are often politically
fraught. Sustained pressure on the system will diminish the willingness with the general
public and politicians for consecutive cutbacks, especially in the area of the benefit package
or out-of-pocket payments (Thewissen, Jeurissen, and Van der Vlugt 2015). Taking cost
cutting measures for health that have (a lasting) impact on the budget seems thus difficult
to achieve, while health budgets themselves haven take up a larger portion of the budget of
the general government over the past decades (Mongan, Ferris, and Lee 2008).
What are thus the capabilities of fiscal rules to limit spending in the context of health? Much
international comparative research has been carried out to reveal the relationship between
fiscal rules and overall government deficits, such as works by Debrun or Wyplosz (Debrun
and Kumar 2007; Wyplosz 2005, 2012), who argue that implementing fiscal rules can be
a successful containment strategy, if applied in the right way. They argue that it requires
balancing the strictness of the rules and advocate strong institutional embedding. At the
same time, it remains largely unclear in what way budgetary constraints at the macro level
translate to lower levels of decision-making, especially in health care. Schakel et al. show
that the presence of fiscal rules at the highest level of decision making is associated with
a 3% reduction of publicly funded health expenditure in OECD countries between 1985
and 2014 (Schakel, Wu, and Jeurissen 2018). The authors are however cautious to point
to a causal relationship. Besides, fiscal policy might serve as a proxy of a pre-existing
political commitment to fiscal parsimony, the so-called ‘signaling function’ of fiscal rules
(also referred to as reverse causality) (Debrun and Kumar 2007). The existence of a fiscal
framework including fiscal rules however might prove to be a necessary precondition for
successful strategies for cost control in the case of health care.

Policy cycle to contain publicly funded health care expenditure
In figure 3.2, we display the policy cycle to contain publicly funded health care expenditure.
Fiscal pressure arises when budgetary estimates exceed predefined budgetary aggregates,
or when overall economic indicators compel governments to intervene at the expenditure
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or revenue side of the budget. This pressure, when pandered to, then translates into cost
cutting measures. The overall goal is to reach fiscal consolidation, which is the final step
in the cycle.
Figure 3.2 – The cost containment cycle for publicly funded health care expenditure

3
Source: based on Stabile et al. 2013

The enforcement of a fiscal rule might often compel governments to cut back on the budget.
The lower right-hand side of the figure lists the instruments available for policy-makers to
obtain fiscal consolidation. For publicly funded health care expenditure, three approaches
can be discerned: 1) budget shifting, 2) budget setting and 3) direct and indirect control of
supply (Stabile et al. 2013).
Taking any of these measures will in most OECD countries be the end result of budget
negotiations between the budget authority (often a Ministry of Finance) and the Ministry
of Health. The influence of the budget authority on decisions on the health budget varies
between OECD countries, but generally tensions between the budget authority and the
Health Department are widely acknowledged (Klink et al. 2017; OECD 2015a; Schakel,
Jeurissen, and Glied 2017; Schick 2003, 2009a), and White even goes this far as by stating
that ‘health programs are shaped by the decisions made in budget processes’ (White 2013,
163).
While health policy-makers might favor cost cutting measures aimed at increased efficiency,
budget-makers might be skeptic of the budgetary effects of such measures (Schakel,
Jeurissen, and Glied 2017; White 2014). A 2015 survey of budget officials on budgeting
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practices for health in the OECD showed that cashing in on efficiency gains is ‘notoriously
difficult’ and that such tools are also particularly ‘blunt’: either the growth rate of health
care expenditure is capped, some broad objective for productivity gains is set or health price
inflation is not fully compensated (OECD 2010b). Qualitative research on the budget cycle
for health entitlements in the Netherlands and the United States has further shown that in
these two countries, the budget processes between 2010 and 2015 were dominated by a
short-term deficit reduction agenda, rather than by adherence to rules aimed at transparent
and predictable outcomes (the broader fiscal governance that are in the toolbox of rational
budgeting) (Schakel, Jeurissen, and Glied 2017).
This paper explores the potential impact of fiscal rules that are imposed at the highest level
of decision-making on the three before mentioned possible areas of cutbacks for health
care. By estimating the relationship between the presence of a fiscal rule and a containment
strategy for 32 OECD countries, we aim to reveal unprotected areas of the budget, point
to areas that are (institutionally) more protected from budget cuts, and identify possible
trodden paths when it comes to cutting back on health care expenditure.
The paper contributes to the existing literature on budgeting for health programs and fiscal
rules by assessing whether and how fiscal rules might impact decisions on the health budget. An
exploration thereof potentially helps improve our understanding of the budget process for health.
For each category of containment measures in figure 3.2 we explore at least one strategy.
First we focus on cost shifting, which is a macroeconomic policy that shifts costs from
the public domain to the private domain (OECD 2010b, 2015a). We specifically assess
the relationship between fiscal rules and out-of-pocket expenditures. Second, we look at
sectoral health spending for the main spending categories of health: curative and long-term
care, prevention and pharmaceutical care. Third, we look at volume controls for health,
specifically the number of hospital beds and at capital investments, to assess whether and
in what way they are impacted by fiscal pressure.

METHODS
We derive health expenditure and volume data of 32 OECD countries between 1985–2014
from the OECD health statistics database (OECD 2019c). We specifically gather data on
out-of-pocket spending and sectoral spending for curative, long-term and preventive care,
as well as pharmaceutical care. In addition, we gather volume data on the availability of
hospital beds and capital investments.
Next, we search the IMF database on fiscal rules for the same period (IMF 2015). The
database includes variables on fiscal rules and comprises quantitative and qualitative
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information on various characteristics, such as the number and type of rules, legal basis,
coverage, escape clauses, enforcement, and supporting procedures. The dataset is not
specifically catered towards the health budget. For this reason, we rely on previous work by
Schakel et al. (2018), who have corrected the dataset for those countries that have excluded
health expenditure from their general fiscal framework for a given period, which in our
timeframe include Austria, Switzerland and the United States.
Our regressions include a number of related fiscal rule (FR) variables. The dataset identifies
four different types of FR. Expenditure Rules (ER) directly target aggregate health spending.
Balanced Budget Rules (BBR) compel governments to balance aggregate expenditure and
revenue. Revenue Rules (RR) target the level of aggregate revenue and finally, Debt Rules
(DR) set a limit to the level of debt that is permitted, expressed as percentage of GDP. Using
these four variables, we construct a binary variable to indicate whether any of the four FRs
is in place. We simply name this variable ‘FR’.
Our study focuses on three primary types of independent variables of interest. First, we
look at the highest aggregate level of FR, in order to assess if a fiscal rules-based framework
has any limiting effect on our dependent variables. Then, we look at ER and BBR, since
these are the most relevant for the direct steering of health expenses. Our primary focus
is not with RR and DR because they either focus solely on the revenue side of the budget
or have no necessary relationship with the expenditure side; in theory a government can
comply with a debt rule solely by raising taxes. In addition, Budina et al. (2012, 15) find that
the most prevalent rules in advanced economies are the ER and BBR, the latter often in
combination with a DR (in over 50 percent of cases). An RR plays a much more limited role.
Our robustness checks include regressions with all FR variables and additionally introduce
time lags. In Appendix 3.6.1, a description of all variables is provided.

Budget shifting – increasing out-of pocket expenses and voluntar y
schemes
Budget shifting is a direct way to intervene in the health budget. Governments may for
example raise deductibles, which has a high predictability of budgetary return. Alternatively,
they may shift budgets from the health budget to other areas of the government budget.
Our regression explores the potential impact of fiscal rules on out-of-pocket expenses or
voluntary schemes (OOP). In this category, the OECD includes all domestic pre-paid health
care financing schemes under which the access to health services is at the discretion of private
actors. They include cost-sharing and, in certain countries, estimations of informal payments
to health care providers. Voluntary health care payments schemes include voluntary health
insurance, Non-Profit Institutions Serving Households (NPISH) and enterprises financing
schemes (OECD, Eurostat, and World Health Organization 2017). The rationale to assess the
relation between a fiscal rule and OOP is that a higher level of OOP directly translates into
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lower publicly funded health expenditure and vice versa, which is under the direct control
of fiscal policy. Such a containment measure is thus fiscally attractive.
Pammolli et al. (2012) in a study that explores the determinants of health care expenditure
beyond income and aging, find that countries with higher debt show lower levels of public
health care expenditure while the effect on private health care expenditure is positive. This
suggests that cost shifting is an obvious cost containment measure in a period of fiscal
stress. Supporting this finding, research from 2013 and 2015 shows that in the post 2008
era, the out-of-pocket share of total spending on health increased in 21 countries between
2007 and 2012, indicating regressive cost-shifting to households (Jowett, Thomson, and
Evetovits 2015; MacKenbach and McKee 2013). In line with that research, we hypothesize
that fiscal rules stimulate cost shifting from the public to the private domain. We measure
the potential impact of fiscal rules (FR) on out-of-pocket expenses and voluntary schemes:

Our primary independent variable of interest, fiscal rules (FR), is a dummy variable which is
one if one or more fiscal rules are present in a given year. The dependent variable OOP_Expi,t
in natural log form measures inflation adjusted out-of-pocket expenses and expenditure
on voluntary schemes per capita, OECD base year 2010 in USD, of country i in year t. χi,t
represents a vector of control variables, including GDP, debt, population and IMF bailout.
GDP serves as a proxy for both income and price development. It is well documented in
the literature that an increase in GDP leads to an increase in OOP and voluntary schemes
spending (Clemente et al. 2004; Xu et al. 2003). Getzen (2000) for example, finds that
the consumption of health care services that are predominantly voluntarily insured (e.g.
dentistry, eyeglasses) show income elasticities that are strongly positive. We therefore expect
the impact of GDP on OOP spending to be relatively high. Debt indicates the level of public
debt, as governments with higher debts are more susceptible to cutting back on the budget,
including on health entitlements and provisions. Population is used as a measure of country
size. Note that GDP, debt and population are all measured in their natural log. IMF bailout
is a dummy variable which is one if an IMF bailout loan was received in country i during
year t. The IMF coerces grantees to implement structural reforms to address institutional
or economic weaknesses, in addition to policies that maintain macroeconomic stability. The
rationale to include an IMF bailout dummy is further supported by work by Reeves et al.
who find that ‘IMF borrowers [within the studied timeframe] were significantly more likely
to reduce health care budgets than non-IMF borrowers’ (2014, 1). All control variables are
explained at greater detail in Appendix 3.6.1.
Then, because of the non-random assignment of the fiscal rules and the large variances in
both the external environment (such as the impact of the global economy), as well as the
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internal characteristics (such as country-specific attitudes towards health care consumption)
that may not have been captured in the current model, we add country and year fixed
effects in all our regressions. In addition to having FR as the independent variable, we run
regressions at the level of ER and BBR as well to test for differences in the effect of different
types of FR.

Budget setting – sectoral spending for health
Next, by relating the presence of a fiscal rule to sectoral health spending, we aim to gain
more insight in what parts of the health budget are less well protected from fiscal pressure.
We hypothesize that the curative care sector shows more institutional resistance, as this
sector is often entitlement based and will therefore be less impacted by the existence of
a fiscal rule (Shmueli et al. 2015; Van de Ven et al. 2013). For example, a 2014 Lancet
study shows that after the financial and economic crisis of 2008, hospital expenditure
growth declined, though remained positive and was higher than growth in other health-care
compartments (Lorenzoni, Belloni, and Sassi 2014). Long term care provisions, though for
long riding on the same waves as the expanding welfare states, have seen a restructuring
throughout the OECD in recent decades. This process has taken place in different ways in
each country, and central to some developments is a shift towards home care coverage,
the introduction of quasi-markets and increased reliance on care giving by family members
(Pavolini and Ranci 2008). Spending on long-term care provisions remains however relatively
low compared with other health sectors and we hypothesize that it can be more easily
replaced by other, informal modes of care (Colombo et al. 2011). This could thus indicate a
higher susceptibility than other sectors to cutbacks as a result of (sustained) fiscal pressure
in our studied timeframe.
Furthermore, we hypothesize that prevention forms a relatively unprotected area of the
health budget. Prevention is generally not subject to (multi-year) contracts with health care
providers, and might be an obvious area to cut back when the economy stymies. In this
respect, prevention is referred to as a ‘softer target’ (Gmeinder, Morgan, and Mueller
2017). Morgan and Astolfi (2013) for example find that during the crisis years (2008-2010)
there was an annual average decrease in real terms of 2.1% in spending on prevention and
public health programs. Apart from the empirical evidence on lower spending figures in
post crisis years, the perceived long term benefits of prevention do not coalesce well with
annual budget cycles, thus from this perspective this might also be a favorable category to
reduce spending, something that seems substantiated in a 2015 OECD study (OECD 2015a;
Willard et al. 2012). The same accounts for pharmaceutical spending, which showed a
negative growth in the post crisis years, yet this decrease in expenditure might in part be
explained by patent losses starting in 2011-2012, which have contributed to the slower pace
of growth (Aitken, Berndt, and Cutler 2008; Belloni, Morgan, and Paris 2016; Urbinati et
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al. 2014). Both prevention and pharmaceutical spending figures are more volatile though
as they constitute a lower level of health spending.
We measure the potential impact of fiscal rules (FR) on the distinct health sectors as:

Our dependent variable of interest HSector_Exp consists of spending on curative care, long
term care (LTC), prevention and pharmaceutical care, all in constant prices and at constant
purchasing power parity (PPP), OECD base year 2010, and in natural log. Since spending
on prevention in most OECD countries is part of the programmatic budget and not an
entitlement, we hypothesize that this spending category is more susceptible to cut backs than
spending on curative or long-term care. In addition to the control variables described above,
we include the following additional control variables: population 80 and above in natural
log (for the LTC regression, where the regular population control variable is replaced), as
we hypothesize that this age group additionally impacts spending on LTC; Gov_left (for the
Prevention regression) being a variable that describes the percentage of left wing oriented
cabinet posts (Döring and Manow 2019), as we hypothesize that left-leaning administrations
favor preventive care policies. Although not specifically tested for health care, a 2007 study
suggests that leftist governments are expected to increase the role of government in the
area of social insurance; this might suggest that as left wing parties attract the poorer voters
with higher health risks, spending on prevention is boosted within governments that are
predominantly left leaning (De Donder and Hindriks 2007). A more recent study, in addition
reveals the presence of a partisan effect as left wing governments are more likely to increase
expenditures on health (Bellido, Olmos, and Román-Aso 2018). Reeves et al. (2014) rejects
the ‘party hypothesis’, suggesting that the ideology of governing parties had no effect on
changes to health care spending. His work however focuses on aggregate expenditure and
does not differentiate for different health care sectors.

Direct / indirect controls of supply – hospital beds and capital
investments
Finally, we estimate the relationship between the presence of fiscal rules and volume
controls. We use OECD data on the number of hospital beds and capital investments in
natural log, as our dependent variables of interest. Although there are other metrics available
to assess the relation between fiscal rules and direct or indirect controls of supply, such as
waiting lists, the number of physicians or the use of health technology assessments to set
priorities, data on these metrics was limited for our studied timeframe.
We measure the potential impact of fiscal rules (FR) on volume controls as:
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Studies have shown that the increase of hospital beds has a zero to slight positive influence
on health care utilization and thus health expenditure for that sector (Delamater et al.
2013; Ginsburg and Koretz 1983). In this respect, often is referred to Roemer’s law, which
states that ‘a bed built is a bed filled’ (Shain and Roemer 1959). Regulatory constraints to
control spending on the number of available hospital beds would, based on these findings,
thus be justified. Literature on the association between the number of hospital beds and
fiscal pressures are limited, although one study reports a decline in hospital beds in Italy
during the financial and economic crisis (McDaid et al. 2013). The number of hospital beds
directly coheres with occupancy rates and patient throughput (average length of stay).
On the latter there is no recent empirical evidence, although existing literature suggests
that efficiency through increased throughput is hard to realize (Hensher, Edwards, and
Stokes 1999; McKee 2004). For this regression, we include the number of 80+ citizens.
Although it is unclear as to what extent aging boosts the number of hospital beds, at least
one study suggest that an aging population will increase the need for acute hospital beds
(McKee 2004). The same accounts for capital investments in health care, which the OECD
categorizes as having a high impact on expenditure with a ‘short impact lag’ (OECD 2010a).
Restricting capital investments thus seems to align well with the decision making process
of annual budget cycles. Restricting capital investment in this sense might be a successful
containment strategy due to the possibility of directly intervening in the budget by lowering
a fonds perdu contributions to health care providers.

Robustness checks
As sensitivity checks, we introduce, 1) having ER, BBR and RR together in the regression
models to assess the relation between effects of different subtype FRs; 2) replacing
dependent variable curative care expenditure by hospital expenditure, to assess if comparable
spending categories have similar outcomes; 3) introducing a time lag of one and two years.
Time lags might be of particular interest since there may exist a latency period between the
adoption of a containment measure and its actual effect on the health budget. Time lags
could also reveal effects of reverse causality; i.e. that a fiscal rule is installed in response
to increasing health expenditures.

RESULTS
Budget shifting – the association between fiscal rules and out-of-pocket
expenditure and voluntary schemes
Table 3.1 describes the association between fiscal rules and out-of-pocket expenditure
and voluntary schemes (OOP). Looking at our control variables, we find that GDP has a
significant, upward effect on OOP-expenditures whereas population has a negative effect.
This is in line with Getzen (2000), who argues that at the macro level, income developments
are determinative for the level of (private) health care spending.
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Examining the impact of FR on OOP, we find that there is a considerable and significant effect
on our dependent variable of around 10 percent higher OOP expenditures when a fiscal rule is
present. This is in line with our hypothesis and cautiously suggests the presence of a budget shift
from the public to the private domain, when fiscal pressure in the form of fiscal rules exists. This
result is also in line with Karanikolos (2013), who found a rise in user charges for a number of
countries as a response to the financial crisis. At the level of Expenditure Rule (ER) we however
find a reverse effect. Countries that have an ER in place show lower levels of OOP-expenditure
than countries that do not have an ER in place. There is no significant impact of a BBR on OOPs.
Table 3.1 – The association between fiscal rules and out-of-pocket expenditure and
voluntary schemes
Dependent variable:
log(Out-of-pocket expenditure)
(1)
FR

(2)

ER

-0.113***
(0.026)

BBR
log(Debt)
log(GDP)
log(Population)
IMF Bailout
N
R2
Adjusted R 2
Residual Std. Error (df = 648)
* p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

(3)

0.095***
(0.028)

0.009
(0.030)
1.706***
(0.128)
-0.534**
(0.270)
0.007
(0.049)
714
0.989
0.988
0.185

0.008
(0.029)
1.877***
(0.119)
-0.727***
(0.262)
0.013
(0.049)
714
0.990
0.989
0.184

-0.020
(0.028)
0.001
(0.030)
1.876***
(0.124)
-0.732***
(0.265)
0.010
(0.050)
714
0.989
0.988
0.186

Budget setting
If we take a close look at the results in table 3.2, we obtain a mixed picture. If we look at
our controlling variables, in most of our regressions that consider sectoral spending and
well in line with our hypothesis and the literature, we find that GDP explains most variance
of aggregate sectoral health spending. The effect of GDP on long-term care and prevention
seems particularly strong, which could indicate that an accelerating economy favors these
sectors over others. In line with the literature, we find that debt has a significant, negative
impact on most sectors, except for long-term care which is positively impacted. Compared to
other sectors, pharmaceutical spending seems to be driven largely by a growing population.
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-0.042*
(0.023)

-0.075***
(0.019)
0.811***
(0.081)
-0.314**
(0.158)

0.028*
(0.015)

-0.041*
(0.023)

-0.075***
(0.019)
0.846***
(0.079)
-0.344**
(0.158)

-0.004
(0.014)

(2)

-0.045*
(0.023)

0.029*
(0.016)
-0.075***
(0.019)
0.812***
(0.081)
-0.352**
(0.157)

(3)

0.245
(0.333)
-0.734***
(0.118)

0.223**
(0.105)
2.133***
(0.385)

-0.060
(0.088)

(4)

0.213
(0.328)
-0.752***
(0.118)

0.223**
(0.104)
2.063***
(0.381)

0.149**
(0.071)

(5)

0.234
(0.329)
-0.744***
(0.118)

0.130
(0.085)
0.223**
(0.104)
2.024***
(0.384)

(6)

log(long term care spending)

-0.435***
(0.126)
2.771***
(0.517)
0.264
-1.084

0.317***
(0.116)

(7)

-0.424***
(0.126)
3.462***
(0.479)
-0.457
-1.047

-0.263***
(0.098)

(8)

0.168
(0.116)
-0.462***
(0.127)
3.151***
(0.493)
-0.504
-1.053

(9)

log(Preventive care spending)

0.046
(0.039)
0.633***
(0.171)
0.935***
(0.360)

-0.015
(0.038)

(10)

0.046
(0.039)
0.605***
(0.160)
0.971***
(0.349)

0.024
(0.033)

(11)

0.073*
(0.038)
0.049
(0.038)
0.552***
(0.162)
0.949***
(0.348)

(12)

log(pharmaceutical spending)

0.100
0.134
0.108
-0.062
-0.063
-0.064
(0.172)
(0.172)
(0.173)
(0.064)
(0.064)
(0.064)
Left Gov
0.001
0.001
0.001
(0.001)
(0.001)
(0.001)
N
469
469
469
483
483
483
485
485
485
611
611
611
R2
0.998
0.998
0.998
0.962
0.963
0.962
0.929
0.928
0.928
0.984
0.984
0.984
Adjusted R 2
0.998
0.998
0.998
0.957
0.957
0.957
0.918
0.918
0.917
0.982
0.982
0.982
Residual Std.
0.078
0.078
0.078
0.425
0.423
0.424
0.553
0.553
0.556
0.227
0.227
0.226
Error
(df = 404) (df = 404) (df = 404) (df = 419) (df = 419) (df = 419) (df = 421) (df = 421) (df = 421) (df = 547) (df = 547) (df = 547)
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

IMF bailout

log(Pop80 above)

log(Population)

log(GDP)

log(Debt)

BBR

ER

FR

(1)

log(Curative care spending)

Dependent variable:

Table 3.2 – The association between fiscal rules and sectoral spending for health
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When looking at our variable of interest, starting with curative care, we find that having a fiscal
rule in place seems to have no limiting effect on expenses. Based on this finding, we argue that our
hypothesis that the curative care sector remains relatively untouched by fiscal policy seems to hold.
For long-term care we find that a fiscal rule at the level of an ER has a significant, positive impact on
spending. For preventive care, we find an upward effect of (any) FR on preventive care spending, while
an ER has a downward effect. For this sector, results are conflicting en do not directly support our
hypothesis that it is more susceptible to budgetary cuts than other sectors. Finally, for pharmaceutical
care, we find no clear link between having a fiscal rule in place and the level of expenditure.

Direct / indirect controls of supply – hospital beds and capital investments
Table 3.3 shows the association between fiscal rules and the number of hospital beds
and capital investment. Looking at our control variables, we find that hospital beds seem
unaffected by debt, GDP or the population. Capital investments are negatively impacted
by debt, whereas GDP has a positive effect. This seems to be in line with the literature that
suggests that capital investments align well with annual budget cycles.
Table 3.3 – The association between fiscal rules and the number of hospital beds and
capital investment
Dependent variable:
log(hospital beds)
(1)
FR

(2)

log(Pop80+)

0.009
(0.015)

-0.019
(0.018)
-0.042
(0.058)

-0.010
(0.018)
0.021
(0.058)

0.071
0.056
(0.056)
(0.058)
IMF Bailout
0.017
0.018
(0.022)
(0.023)
N
635
635
R2
0.996
0.996
Adjusted R 2
0.995
0.995
Residual Std. Error
0.096
0.098
(df = 569) (df = 569)
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
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(4)

(5)

(6)

0.001
(0.060)

BBR

log(GDP)

(3)

0.075***
(0.015)

ER

log(Debt)

log(capital investment)

-0.040
(0.063)
0.026
(0.016)
-0.006
(0.018)
0.002
(0.059)

0.043
(0.059)
0.016
(0.023)
635
0.996
0.995
0.097
(df = 569)

-0.473***
(0.070)
2.050***
(0.293)
0.787
(0.673)

-0.476***
(0.070)
2.042***
(0.281)
0.763
(0.649)

0.016
(0.061)
-0.472***
(0.070)
2.037***
(0.286)
0.805
(0.654)

-0.142
(0.110)
524
0.976
0.973
0.360
(df = 462)

-0.134
(0.111)
524
0.976
0.973
0.360
(df = 462)

-0.143
(0.110)
524
0.976
0.973
0.360
(df = 462)

Fiscal rules for health, hatchet or scalpel?

Looking at our variables of interest, we find that a fiscal rule is associated with a potential
upward effect on the number of hospital beds. For capital investment there is no significant
relationship visible between a fiscal rule and the level of capital investment.

Robustness checks
When looking at the combined effect of ER, BBR and RR in our main model in Appendices
3.6.2 – 3.6.4, we find that the results largely remain consistent. This suggests that the effects
of an ER do not depend on the presence of other fiscal rules. We do find however, that an
RR has a significant impact on spending figures, particularly a negative effect on OOP, and
a positive effect on curative care spending and capital investments (Appendix 3.6.2). Given
the limited application of RRs throughout the OECD, we interpret this result with caution
(Budina et al. 2012).
Appendix 3.6.3 shows that the presence of a fiscal rule does have an effect on lowering
hospital expenses, while the effect on curative spending was not significant. This may either
signal a shift towards primary care in response to a rule or to some other part of the curative
budget in which entitlements are less dominant, but this requires more research.
Upon introducing time lags of one and two years (Appendix 3.6.4), we find that the budget
limiting effects of ER were strongest after two years, while the effects on budget shifting
and the long-term care budget increases decline with time.

DISCUSSION
In this article, we have provided an exploration of the impact of fiscal rules on aggregate
OOP-expenditures, sectoral health spending and capacity indicators. Our aim was to provide
insight into the relationship between fiscal policy and cost containment measures for health.
As we have pointed out in the introduction, fiscal rules are de jure arrangements and thus
rely on the willingness of politicians to enforce them. In that sense, having a fiscal rule
in place may not have an effect on health expenditures if policymakers are unwilling or
unable to enforce the fiscal rule through appropriate instruments. In this way, ineffective
instruments to contain health care expenditures could risk other parts of the government
budget being rationed in order to adhere to the overall fiscal framework in place.
Our analysis indicates that in FR-years, out-of-pocket expenditure and expenditure on
voluntary schemes is increased. Interestingly, the effect seems driven by the presence of a
Debt Rule (DR). As outlined above, in over 50 percent of the cases, a BBR is implemented
along with a DR. Notwithstanding the precise strength of and interaction between these
variables, they seem to hold important budget shifting properties. This could thus point to a
general preference throughout the OECD for budget shifting as a means to contain the health
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budget. Throughout the OECD, countries still rely significantly on OOP payments (OECD
2015b). This is in part explained by the limited fiscal capacity of a country to increase general
government spending and thereby pool health care funding. If this capacity is relatively
low, then OOPs are generally higher (Savedoff et al. 2012). From a societal perspective,
a preference for raising OOPs to offset public deficits might be undesirable, as this might
interfere with more fundamental health policy goals such as financial protection and access
to health care facilities. It also tends to increase the fixed costs for many households and eats
into their space for discretionary expenses. Fiscal policy in that sense might be a hindrance
for health reform aimed at universal access and the affordability of services.
A second finding is that the presence of an expenditure rule is associated with higher sectoral
spending for the long-term care sector, lower spending for the preventive care sector,
whereas the curative and pharmaceutical care sector seem relatively untouched. The latter
is in line with our hypothesis that these sectors might exhibit higher institutional resistance
for cutbacks. Our finding for long-term care could be explained by reverse causality. Higher
spending patterns for this sector might prompt governments to adopt and implement fiscal
rules to contain health care costs. In those instances FR-years would thus be associated
with higher spending patterns. The results from time lagged models (Appendix 3.6.4) test
to this theory. It shows that for long-term care, the upward effect of an ER has diminished
after two years, which corroborates our assumption.
Third, we find that ERs do seem to have a limiting effect on curative care when a one- and
two-year time lag is introduced. This could in part be explained by time needed to adjust
multiannual budgets at the provider level. If however, we limit curative care expenditure
to hospital expenditure (Appendix 3.6.3) we do find a limiting effect of FRs, which might
suggest that the hospital sector can more easily be rationed since this sector might be less
entitlement prone than other parts of the curative budget. This also seems the case at the
level of ER, when a two year time lag is considered.
An important limitation of our study is that we have not tested the relationship between the
rules at hand and different cost containment strategies directly. Such follow-up research
could be performed by replacing spending figures with information on budgetary underand overruns. This information is however not available through the OECD repositories and
would thus require in depth analysis of annual budget statements of the OECD countries
of interest.
Another point of caution is that we have found some conflicting results when comparing
the effect of a rule on the sectoral budgets. For preventive care for example we have found
that an ER seems to hold cost cutting properties whereas at the level of FR the effect is
reverse. This result seems driven by the implementation of a DR. This finding requires further
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investigation and does suggest that the cost containing potential of fiscal rules is not always
achieved through an ER or BBR.
There are some limitations to our results in terms of generalizability. The year and
country fixed effects explain a large proportion of the variation in the dataset, especially in
combination with GDP, leaving little variation to be explained by our primary variables of
interest. This in turn could risk overfitting, although little structural evidence for overfitting
is found in our robustness checks. Extrapolation using new data points could rule out this
risk. Secondly, potential multicollinearity between a number of variables, such as between
population and GDP, could make isolating the effect of single variables more problematic,
which also would plea for increasing the number of data points.

CONCLUSION
In this paper we provided an exploration of the potential of fiscal rules to impact budget
setting, budget shifting and volume measures for health. For some categories, we found
a clear association between the implementation of fiscal rules at the macro level and the
implementation of containment measures at the level of the health budget. Our results should
however be interpreted with caution, as a strict causal relation has not been established
between having a fiscal rule in place and containing the budget through the cost containment
strategies mentioned before.
Fiscal rules (which is our aggregate variable that describes the presence of an ER, BBR, DR
or RR) for health seem to induce budget shifting, but do not directly reduce costs through
budget setting or supply controls. Expenditure rules do have a direct cost-reducing effect
through reductions in prevention expenditures, while long-term care spending increases after
the introduction of such rules. Time lags show that expenditure rules for the curative care
become effective after one or two years of rule implementation. The impact of balanced
budget rules on budget shifting, setting or controls of supply seems limited. This indicates
that certain fiscal rules may have real effects on health spending or equity, while other
rules may have no effect on costs or are even associated with higher spending. Our findings
warrant further investigation into the redistributive effects of fiscal rules on various parts
of the health budget and could call for implementing supporting measures to protect some
areas of the budget such as out-of-pocket payments and prevention that seem particularly
susceptible to fiscal rules.
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APPENDICES
Appendix 3.6.1 – Description of variables
Variable
Household
out-of-pocket
expenditure
and voluntary
schemes

Definition

Households’ out-of-pocket expenditure is regarded as a financing
scheme. Its distinguishing characteristic is that it is a direct
payment for services from the household primary income or
savings (no third-party payer is involved): the payment is made
by the user at the time of the use of services. Included are costsharing and informal payments (both in cash and kind).
Voluntary schemes include all domestic pre-paid health care
financing schemes under which the access to health services is at
the discretion of private actors (though this “discretion” can and
often is influenced by government laws and regulations). Included
are: voluntary health insurance, NPISH financing schemes and
Enterprise financing schemes.
Curative Care Curative care comprises health care contacts during which the
principal intent is to relieve symptoms of illness or injury, to
reduce the severity of an illness or injury, or to protect against
exacerbation and/or complication of an illness and/or injury that
could threaten life or normal function.
Long-term
Long-term care (health) consists of a range of medical and
Care
personal care services that are consumed with the primary goal
of alleviating pain and suffering and reducing or managing the
deterioration in health status in patients with a degree of longterm dependency.
Preventive
Prevention is any measure that aims to avoid or reduce the
Care
number or the severity of injuries and diseases, their sequelae
and complications. Prevention is based on a health promotion
strategy that involves a process to enable people to improve
their health through the control over some of its immediate
determinants. This includes a wide range of expected outcomes,
which are covered through a diversity of interventions, organised
as primary, secondary and tertiary prevention levels.
Pharmaceutical This comprises pharmaceutical products and non-durable
Care
medical goods intended for use in the diagnosis, cure, mitigation
or treatment of disease. This includes medicinal preparations,
branded and generic medicines, drugs, patent medicines,
serums and vaccines, and oral contraceptives. Fluids required
for dialysis, as well as gases used in health care, such as oxygen,
should also be included when the patient or relatives purchase
them directly.
Hospital beds
Hospital beds are all hospital beds which are regularly maintained
and staffed and immediately available for the care of admitted
patients. They are the sum of the following four categories: i)
Curative (acute) care beds; ii) Rehabilitative care beds; iii) Longterm care beds; and iv) Other hospital beds.
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Variable

Definition

Capital
investments

Gross fixed capital formation in the health care system is
OECD 2019
measured by the total value of the fixed assets that health
providers have acquired during the accounting period (less the
value of the disposals of assets) and that are used repeatedly or
continuously for more than one year in the production of health
services. The breakdown by assets includes infrastructure (e.g.
hospitals, clinics, etc.), machinery and equipment (including
diagnostic and surgical machinery, ambulances, and ICT
equipment), as well as software and databases.
General government debt is the amount of a country’s total gross OECD 2019
government debt. It is an indicator of an economy’s budgetary
health and a key factor for the sustainability of government
finance. Debt is commonly defined as a specific subset of
liabilities identified according to the types of financial instruments
included or excluded. Debt is thus obtained as the sum of
the following liability categories (as applicable): currency and
deposits; securities other than shares, except financial derivatives;
loans; insurance technical reserves; and other accounts payable.
Changes in government debt over time reflect the impact of
government deficits. This indicator is measured as a percentage
of GDP. Data are under System of National Accounts (SNA 1993)
for all countries except for Australia and United States (SNA
2008).
Studies by Pammolli et al. discuss the relation between debt and
public health expenditure and argue that countries with higher
debt exhibit lower level of public expenditure.
Gross domestic product is an aggregate measure of production
OECD 2019
equal to the sum of the gross values added of all resident
institutional units engaged in production (plus any taxes, and
minus any subsidies, on products not included in the value of
their outputs). The sum of the final uses of goods and services (all
uses except intermediate consumption) measured in purchasers’
prices, less the value of imports of goods and services, or the
sum of primary incomes distributed by resident producer units.
We have included this variable – supported by the literature on
the determinants of health expenditure to capture economic and
societal determinants of health expenditure, such as income and
price developments, the spread of medical technologies and
general attitudes towards health care consumption.

Debt

GDP

Data Source

3
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Variable

Definition

Data Source

Population

Population is defined as all nationals present in, or temporarily
absent from a country, and aliens permanently settled in a
country. This indicator shows the number of people that usually
live in an area. Growth rates are the annual changes in population
resulting from births, deaths and net migration during the
year. Total population includes the following: national armed
forces stationed abroad; merchant seamen at sea; diplomatic
personnel located abroad; civilian aliens resident in the country;
displaced persons resident in the country. However, it excludes
the following: foreign armed forces stationed in the country;
foreign diplomatic personnel located in the country; civilian aliens
temporarily in the country. Population projections are a common
demographic tool. They provide a basis for other statistical
projections, helping governments in their decision making. This
indicator is measured in thousands of people.
This dummy is modeled after Reeves et al (2014) and includes
Stand-by Arrangements (SBA) and Extended Fund Facilities
(EFF):
IMF bailouts include Stand-by Arrangements, usually short-term
lending to states to cover the effect of unanticipated shocks, and
Extended Fund Facilities, which are usually medium- or longterm lending programs aimed at overcoming weaknesses in the
national economy which may have precipitated or exacerbated
the shock.
IMF becomes 1 the year after the agreement has been made.
This reflects the time lag between the loan and the
implementation of any changes to government spending, i.e., if
an agreement was made in 2008 the variable would measure
1 in 2009 and remain 1 while the bailout is active. When the
agreement ends the indicator becomes 0.
This dummy variable indicates if a fiscal rule (ER, BBR, RR, DR) is
present (1) or not (0) for a given country, in a given year.
This dummy variable indicates if an expenditure rule is present (1)
or not (0), in a given year.
This dummy variable indicates if a balanced budget rule is present
(1) or not (0), in a given year.
Data from the Parliaments and government database
ParlGov is a data infrastructure for political science and
contains information for all EU and most OECD democracies (37
countries). The database combines approximately 1700 parties,
980 elections (9100 results), and 1500 cabinets (3700 parties).

OECD 2019

IMF bailout

FR
ER
BBR
Left Gov
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IMF’s
Monitoring
of Fund
Arrangements
database
(MONA)

IMF 2016
IMF 2016
IMF 2016
Döring and
Manow 2019

(2)

0.012
(0.049)

(0.330)
-0.763***
(0.118)

0.154

0.155**
(0.073)
0.114
(0.085)
-0.102
(0.121)
0.226**
(0.104)
1.974***
(0.384)

(3)

log(long term
care)

611
0.984
0.982
0.226 (df = 545)

-0.064
(0.064)

(6)

(5)
0.010
(0.035)
0.072*
(0.038)
0.038
(0.049)
0.053
(0.039)
0.551***
(0.162)
0.932***
(0.349)

(4)
-0.285***
(0.099)
0.164
(0.116)
0.142
(0.143)
-0.415***
(0.129)
3.274***
(0.492)
-0.567
-1052

-0.127
(0.110)

-0.082
(0.063)
0.021
(0.060)
0.308***
(0.089)
-0.428***
(0.071)
2.112***
(0.284)
0.606
(0.650)

(7)

log(capital
investment)

635
524
0.996
0.977
0.995
0.974
0.097 (df = 567) 0.356 (df = 460)

0.015
(0.023)

0.003
(0.015)
0.025
(0.016)
0.033
(0.023)
-0.003
(0.018)
-0.003
(0.059)
0.034
(0.059)

log(hospital
beds)

log(pharmaceutical
spending)

log(Preventive
care)

0.118
(0.172)
0.001
(0.001)
469
483
485
0.998
0.963
0.929
0.998
0.957
0.918
0.077 (df = 402) 0.423 (df = 417) 0.552 (df = 419)

-0.045*
(0.023)

-0.011
(0.014)
0.024
(0.016)
0.055***
(0.020)
-0.064***
(0.019)
0.814***
(0.080)
-0.359**
(0.156)

(1)

-0.090***
(0.027)
-0.018
(0.027)
-0.106***
(0.039)
-0.005
(0.030)
1.893***
(0.121)
-0.695***
(0.261)

N
714
R2
0.990
Adjusted R 2
0.989
Residual Std. Error
0.183 (df = 646)
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

Left Gov

IMF Bailout

log(Population 80
above)

log(Population)

log(GDP)

log(Debt)

RR

BBR

ER

log(Curative
care)

log(out of pocket
expense)

Dependent variable:

Appendix 3.6.2 – Robustness check: Additional variables introduced
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Appendix 3.6.3 – Robustness check: Curative care expenditure replaced
by hospital expenditure
Dependent variable: Log(Hospital expenditure)
(1)
FR

(2)

(3)

-0.085
(0.025)

ER

-0.008
(0.023)

BBR

-0.034
(0.027)

RR
log(Debt)

-0.067**
(0.029)
log(GDP)
1.124***
(0.125)
log(Population)
-0.100
(0.244)
IMF bailout
-0.152***
(0.037)
N
427
R2
0.995
Adjusted R 2
0.994
Residual Std. Error
0.122 (df = 362)
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.
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(4)

***

-0.065**
(0.030)
0.992***
(0.121)
-0.036
(0.247)
-0.154***
(0.038)
427
0.995
0.994
0.124 (df = 362)

-0.065**
(0.030)
1.034***
(0.126)
0.004
(0.248)
-0.148***
(0.038)
427
0.995
0.994
0.123 (df = 362)

-0.005
(0.023)
-0.043
(0.028)
0.100***
(0.036)
-0.049
(0.030)
1.044***
(0.125)
-0.061
(0.248)
-0.150***
(0.037)
427
0.995
0.994
0.122 (df = 360)

*

-0.044*
(0.023)

-0.033**
(0.014)
0.030*
(0.016)
0.055***
(0.020)
-0.058***
(0.020)
0.814***
(0.080)
-0.341**
(0.157)
0.222
(0.333)
-0.772***
(0.118)

0.170**
(0.074)
0.080
(0.088)
-0.157
(0.119)
0.190*
(0.106)
1.998***
(0.385)

(3)

Log(LTC)
-0.278***
(0.103)
0.077
(0.116)
0.067
(0.145)
-0.411***
(0.133)
3.350***
(0.494)
-0.500
-1.068

(4)

Log(Prev)

515
0.977
0.974
0.358
(df = 452)

-0.030
(0.066)
0.025
(0.062)
0.268***
(0.093)
-0.424***
(0.073)
2.138***
(0.287)
0.786
(0.666)

631
0.996
0.995
0.097
(df = 564)

-0.016
(0.015)
0.046***
(0.017)
0.045**
(0.022)
0.001
(0.018)
-0.024
(0.059)

-0.008
(0.036)
0.069*
(0.039)
0.020
(0.051)
0.055
(0.040)
0.559***
(0.163)
0.952***
(0.357)

(7)

425
0.995
0.994
0.123 (df = 359)

-0.151***
(0.038)

-0.031
(0.024)
-0.029
(0.027)
0.083**
(0.037)
-0.049
(0.031)
1.029***
(0.125)
-0.062
(0.251)

(8)

Log(Capital) Log(Hospital Exp)

-0.137
(0.110)

(6)

(5)

0.042
(0.059)
0.016
(0.023)

Log(Beds)

Log(Pharm)

Dependent variable:

0.145
-0.060
(0.173)
(0.064)
0.001
(0.001)
703
466
480
481
600
0.990
0.998
0.963
0.928
0.984
0.989
0.998
0.958
0.917
0.982
0.176 (df = 636) 0.077 (df = 400) 0.422 (df = 415) 0.555 (df = 416) 0.227 (df = 535)

0.009
(0.047)

-0.071***
(0.027)
-0.024
(0.027)
-0.079**
(0.038)
0.014
(0.029)
1.880***
(0.118)
-0.765***
(0.255)

(2)

(1)

p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

N
R2
Adjusted R2
Residual Std. Error

Left Gov

IMF bailout

Log(Pop 80 above)

log(Population)

log(GDP)

log(Debt)

RR t-1

BBR t-1

ER t-1

Log(Curative)

Log(OOP)
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0.001
(0.045)

-0.054**
(0.026)
-0.032
(0.026)
-0.050
(0.038)
0.042
(0.029)
1.873***
(0.113)
-0.803***
(0.248)

-0.044*
(0.023)

-0.044***
(0.014)
0.025
(0.016)
0.053**
(0.021)
-0.052**
(0.020)
0.816***
(0.080)
-0.302*
(0.158)

(2)

(1)

N
R2
Adjusted R2
Residual Std. Error

693
464
0.991
0.998
0.990
0.998
0.168
0.076 (df = 399)
(df = 627)
*
p < 0.05, ** p < 0.01, *** p < 0.001
Standard errors are in parentheses.

Left Gov

IMF bailout

Log(Pop 80 above)

log(Population)

log(GDP)

log(Debt)

RR t-2

BBR t-2

ER t-2

Log(Curative)

Log(OOP)

478
0.963
0.957
0.424
(df = 414)

0.274
(0.335)
-0.758***
(0.119)

0.114
(0.076)
0.018
(0.088)
-0.206*
(0.120)
0.168
(0.107)
2.034***
(0.386)

(3)

Log(LTC)

0.158
(0.172)
0.001
(0.001)
478
0.930
0.919
0.551
(df = 414)

-0.359***
(0.105)
-0.026
(0.113)
-0.167
(0.147)
-0.464***
(0.135)
3.421***
(0.488)
-0.307
-1.070

(4)

Log(Prev)

590
0.984
0.982
0.228
(df = 526)

-0.057
(0.065)

-0.037
(0.037)
0.054
(0.040)
-0.011
(0.054)
0.048
(0.042)
0.550***
(0.164)
1.018***
(0.364)

(5)

Log(Pharm)

Dependent variable:
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627
0.996
0.995
0.096
(df = 561)

0.061
(0.059)
0.016
(0.023)

-0.029*
(0.015)
0.050***
(0.017)
0.053**
(0.022)
0.002
(0.018)
-0.024
(0.059)

(6)

Log(Beds)

507
0.977
0.973
0.359
(df = 445)

-0.140
(0.110)

-0.0003
(0.068)
0.012
(0.064)
0.222**
(0.097)
-0.413***
(0.076)
2.147***
(0.292)
0.840
(0.684)

(7)

Log(Capital)

424
0.995
0.994
0.122 (df = 359)

-0.153***
(0.038)

-0.055**
(0.024)
-0.016
(0.027)
0.077**
(0.038)
-0.046
(0.032)
1.012***
(0.124)
-0.066
(0.251)

(8)

Log(Hospital Exp)
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ABSTRACT
Governments use fiscal rules to put a framework and limits on how budgetary challenges
are addressed, but the rules themselves are still an understudied area among health policy
scholars. For a long time, health care held a somewhat separate status because of the
reliance on entitlements and dedicated revenue streams. However, the combined forces
of advocates for integral decision-making, central budget control and the increasing costs
might shift health care towards budgetary frameworks that currently apply to other spending
categories. In this paper, we study fiscal rules that the US and the Netherlands have adopted
since 2010 and their impact on health care policy. Our analysis shows that fiscal rules can
have an impact on the rationing of health care. In the studied timeframe, the rules seem to
have more impact on budget outcomes than on the budget process itself. In addition, the
convergence of fiscal and program policy objectives seems to be better accomplished in a
budgetary system that applies enforceable budget ceilings. Budgeting for health entitlements
requires a comprehensive and tailor-made approach and the composition of traditional rules
might not fully answer to the complexities of health care policy. This paper aims to contribute
to that debate and the way we think about health care budgeting.
Keywords: Health care budgeting; Medicare; Comparative health systems; Fiscal rules;
Budget rules
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INTRODUCTION
Currently, budgetary governance forms a well-developed part of the study of public finance.
A comparatively prescriptive stream of research channels how the budget process needs
to function. Key principles are among others clear limits for fiscal policy and spending
allocations, transparent processes, reliable information on both benefits and costs
(performance and spending reviews) and independent audits (OECD 2014c). For a long
time, health care held a somewhat separate status because of the reliance on entitlements
and dedicated revenue streams. However, the combined forces of advocates for integral
decision-making, central budget control and the increasing costs might shift health care
towards budgetary frameworks that currently apply to other spending categories.
Fiscal rules impose a (long-lasting) constraint on fiscal policy through numerical limits on
budgetary aggregates, and establish procedures for the budgetary process. Governments
use these rules to put a framework and limits on how budgetary challenges are addressed,
but the rules themselves are still an understudied area among health policy scholars and
‘discussions of budgeting for health care, [...] as a generic problem, are relatively rare’
(White 2013, 163). Rules that hold up such frameworks therefore become more important
for scholars and policymakers in health.
A study by the International Monetary Fund (IMF) shows that since the financial crisis,
the number and comprehensiveness of fiscal rules and related measures to curb public
expenditure have multiplied in both emerging and advanced economies (Budina et al.
2012). This increases the relevance for studying them more in-depth. Fiscal rules vary
by country and have developed historically (Caudal 2004; OECD 2004; Wildavsky 1986).
Some evidence reveals a positive correlation between the existence of rules that constrain
health expenses and actual fiscal performance, which supports the premise that such rules
contribute to the control of government deficits (Debrun and Kumar 2007; European
Commission 2014; IMF 2009). There is, however, additional literature that argues that the
use of fiscal rules alone is not sufficient to attain fiscal discipline. Some writers within this
literature argue that fiscal rules work best, if accompanied by a supporting institutional
framework, such as independent forecasting agencies (Van Eden, Khemani, and Emery
2013; Von Hagen 2002; Wyplosz 2005).
It is thus of interest to know whether and how the design of fiscal rules has contributed to
health care containment, especially since the onset of the financial and economic crisis. In
this article, we compare fiscal rules and their effects on health entitlements in the United
States and the Netherlands since 2010. Important questions are how rules influence the
budget process, what the role of budget timeframes is and what the effect of budget ceilings
is on the outcomes.
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A comparison between the US and the Netherlands is of particular interest, because
both countries have relatively expensive health systems. In both countries, health care is
also largely an individual entitlement. Large differences do, however, exist between the
health systems and political institutions in these two countries. Federal health insurance
programs in the US are primarily aimed at the elderly, the indigent and disabled whereas
the Netherlands has created universal coverage with community rated premiums. In the US,
decision-making is politicized and often incremental, with both the executive branch and
the legislature playing key roles. In the Netherlands, decision-making is more consensus
based, as coalitions of political parties form the Cabinet (Lijphart 1975). The influence of
the States-General (the upper and lower chambers of parliament) on the budget process
is more limited than the US, although in recent years the government lacked a majority in
the upper chamber, which forced them into political alliances with non-governing parties.

Focus and limitations
We focus on Medicare entitlement expenditures in the US and all expenditures under the
so-called Budgetary Framework for Health care (BFH) in the Netherlands; the focus is thus
on decision-making within the highest level of government in both countries. We examine
changes in the health budgets from the 112th Congress (starting in 2011) in the US and
September 2011 in the Netherlands, until the end of fiscal year 2015.
We study these budget processes through the fiscal rules that have been adopted since
2010, as a response to the financial and economic crisis, congruent with the approach of the
IMF (Budina et al. 2012). It must be noted that the way in which resources are distributed
often relies on institutional factors beyond fiscal rules. These include less formal factors,
such as the relative strength of individual governing bodies or voting dynamics. Although
we acknowledge the importance of these factors, we focus on the rules themselves, since
this is where most white spots exist.

Fiscal rules
There are two ways in which fiscal rules determine the budget process. The first way is by
structuring (political) decision-making, with the aim of promoting fiscal transparency and
raising predictability. In this sense, fiscal rules outline the reporting requirements on fiscal
outcomes, and/or dictate how to achieve fiscal targets. They can act as safeguards that
ensure budget process dilemmas are not simply solved by increasing the budget deficit
(Van Eden, Khemani, and Emery 2013), although promoting fiscal transparency may also
increase difficulties to find an acceptable package that balances conflicting preferences about
budgetary details and totals (White 2015). Examples of these types of rules are the use of
prescribed timeframes in which costs have to be offset by additional savings, or the level of
detail at which line ministries are required to report on budgetary aggregates.
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Table 4.1 – Key characteristics of fiscal rules
Characteristic

Description

Legal basis

The legal basis for a fiscal rule can either be statutory or based on a political
commitment or coalition agreement
Coverage
Coverage describes the extent to which a government program or outlay is
subject to a certain fiscal rule
Escape clauses Escape clauses can sideline fiscal rules under particular circumstances.
Automatic
Automatic corrections lower public spending / debt by a standard formula, within
corrections
a pre-defined timeframe
Enforcement
The extent to which an external body monitors and enforces compliance with
mechanisms
fiscal rules
Supporting
For example the use of independent budget forecasting agencies and expenditure
procedures
ceilings
and institutions
Source: based on Budina et al. 2012

The second way is by placing caps on the medium-term expenditure framework (MTEF). An
MTEF is a transparent planning and budget formulation process that aims to connect policy
making, planning and budgeting. It usually incorporates multi-year expenditure levels or
caps (usually three or four years) or describes contingency measures that trigger automatic
corrections in case the actual budgetary numbers deviate from budget forecasts. Table 4.1
provides us with a breakdown of the characteristics of fiscal rules, as put forward by the IMF.
Together, these characteristics determine the strength of fiscal rules and their ability to
effectively control public spending. Their real world success depends, however, to a large
degree on the willingness of politicians to comply with them. Schick (2003, 28) states that
‘[fiscal] rules fortify politicians who want to be fiscally prudent, but they do not stand in
the way of those who are determined to spend more or tax less than the rules allow’. Thus
it is not necessarily true, according to Schick, that stricter and more imposing fiscal rules
are more successful in attaining fiscal discipline. This argument is supported by others who
question the effectiveness of fiscal rules as a depoliticized policy framework (Drazen 2002;
Von Hagen 2002; Kopits 2001; Kopits and Symansky 1998; White 2015).

Health care budgeting in the United States
The US health care system is fragmented. On the one hand, it contains elements of a social
insurance system; the two largest government funded programs Medicare and Medicaid
are funded through payroll taxes, premiums and federal and state tax revenues. On the
other hand, it is a largely market-driven Private Health Insurance System (PHI). However,
regulatory instruments often influence both the public and the private health care system.
For example, Medicare reimbursement also affects private rates, and state insurance
legislation affects the shape of the private insurance market. As a result, the boundaries
between both systems have become increasingly blurred (Schmid et al. 2010).
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The US federal health budget has a ten-year budget window, with no enforceable budget
ceilings; the Administration is guided by the development of the overall deficit, rather than
over- or underspending of annual budgetary caps in the health care sector.
Two fiscal rules have governed the budget process for health entitlements in the studied
period. In 2010, the Obama administration reenacted the procedural statutory Pay-AsYou-Go-Act, which enforces budget neutrality of new legislation that changes taxes, fees or
mandatory expenditures; the government must not enact any new laws that would increase
projected deficits. At the end of each Congressional session, the Office of Management
and Budget (OMB) calculates the net costs on a five- and ten-year PAYGO scorecard. If
either scorecard shows net costs in the budget year column, the President must issue
a sequestration order, targeted at a select group of mandatory programs in an amount
sufficient to offset the net costs on the PAYGO scorecard. The rules additionally state that
Congress cannot use time shifts to avoid PAYGO (2 U.S.C. § 933).
The second key rule is the Budget Control Act (BCA), which was introduced in 2011.
It contained a fiscal rule that placed a cap on discretionary spending1 (spending that is
appropriated yearly by the Congress through annual appropriations acts) and enforced a
sequester of $1.2 trillion between 2012 and 2021, unless new legislation was adopted to
prevent it. Medicare was subjected to a one-time 2% across the board budget cut.
Ten-year expenditure projections for Medicare are drafted by the Office of the Actuary at the
Centers for Medicare and Medicaid Services (CMS), which in turn are incorporated into the
President’s Budget, drafted by OMB. Although OMB can challenge technical assessments
of the CMS, there are rarely major changes to their program estimates. The Congressional
Budget Office (CBO) releases its own projections for the purpose of the Congressional
phase of the budget process. The CBO was created in 1975 as a non-partisan Congressional
advisory body outside the executive branch, to counterbalance the hegemony of OMB in
providing budgetary assumptions and to challenge their overall policy analysis. Although
there is general consensus that the creation of CBO has enhanced the quality of fiscal policy
in the US, there is in fact little evidence that supports this view. Some argue that having
two distinct scoring agencies in place contributes to scoring rivalry and divergent fiscal
projections in order to support the policy position of their political principal (Schick 2007).
Evidence from others suggests that the quality of OMB’s fiscal projections has deteriorated
since the creation of CBO (Krause and Douglas 2006).

1
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This proposal had originated in the 2010 National Commission on Fiscal Responsibility and Reform
(Bowles-Simpson), a bipartisan Commission charged with identifying fiscal policies for the medium
and longer term. The final report lacked the supermajority required to force a vote in Congress,
but the proposal to introduce discretionary spending caps was incorporated in the BCA of 2011.
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There are thus no explicit expenditure ceilings for health entitlement programs in the US.
One argument is that there would be a risk of health care providers opting out of Medicare
altogether when budgetary caps enforce a much lower reimbursement rate for services
than private insurers pay (Aaron and Reischauer 1998). Some, however, would like to enact
explicit long-term budgets for Medicare and reestablish and simplify the PAYGO-rules for
mandatory spending programs (Rivlin and Domenici 2015).

Health care budgeting in the Netherlands
Dutch curative health care is a system of regulated competition (Enthoven and Van de Ven
2007; Maarse, Jeurissen, and Ruwaard 2015). Private health care insurers are subject to
strict regulations which include the obligation to accept everyone regardless of their health
status or age group and to provide them with a community rated (fixed) nominal premium. A
risk-adjustment mechanism compensates for enrollees with high risks. Recent policy reforms
include (budgetary) agreements with the association of hospitals, curative mental health
organizations and general practitioners on a significant reduction of the nominal growth of
expenditures. The last resort is a budgetary fine called the ‘macro-controlling instrument’;
if a budgetary overrun occurs, providers need to refund the percentage overrun of their
own subsector, standardized by their own market share (Thewissen, Jeurissen, and Van
der Vlugt 2015). The agreements reflect a propensity for corporatism, an eminently Dutch
phenomenon that entails institutionalized interest formation and bargaining at the policy
formulation stage through unions, employers’ organizations and other interest groups.
The Dutch have a longstanding history of coalition building, since no political party holds
a majority in Parliament (Blöndal and Kristensen 2002). The Cabinet formation process is
concluded with a coalition agreement; a policy document that governs the full four year term
and lays out the overall policy direction and communicates proposed budgetary incentives
and cutbacks. Coalition agreements as such have no statutory basis, but are certainly
considered a mutually politically binding contract between the governing parties.
Part of the coalition agreement are the so-called ‘disciplinary budget rules’, which
communicate the procedural rules of the budget process and the adherence to EU fiscal
policy. Their goal is both the ‘efficient allocation of resources’ and to ‘control the national
budget and prevent an undesirable budget deficit’ (Netherlands Cabinet 2012). Since the
beginning of the 1990s, these rules have in large part been based on the same principles.
The outline of the budget is decided upon in the spring, so that all overruns, windfalls,
policy initiatives and budget cuts can be jointly considered across agencies. There is a
strict separation between revenues and expenditures in the budget. This is to prevent the
possibility that shortfalls on the revenue side have direct repercussions on the expenditures
and vice versa. There are three budget sectors with four-year spending caps in real terms;
the national budget, social security and the health budget (BFH). Ceilings are annually
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adjusted for inflation, to ensure that annual budget negotiations are not influenced by price
fluctuations (Blöndal and Kristensen 2002). The EU Maastricht Treaty of 1993 sets limits to
relative budget deficits (3% of GDP) and the national debt (60% of GDP).
The independent Netherlands Bureau for Economic Policy Analysis (CPB) constructs a 5-year
expenditure ceiling, which is normally adopted by the Cabinet. The Ministry of Health
constructs its own forecast, using a bottom-up approach, although it is not used to openly
challenge the CPB-forecast. In the past, this has frequently resulted in a higher forecast
by the Ministry.

RESULTS
Over the period we study (2011–2015), the budget process for health entitlements in the
United States and the Netherlands was dominated by a short-term deficit reduction agenda,
rather than adherence to rules aimed at transparent and predictable outcomes for the
medium to long term.

United States
Disagreements between the Democratic-controlled Executive Branch and the Congress,
where the House was controlled by Republicans after 2010 and both the House and the
Senate were controlled by Republicans after 2012, limited the range of legislation that
was considered. In particular, divided government and legislative gridlock prevented the
Congress from passing any annual budgets between 2011 and 2015. Despite this conflict
and the political deadlock, however, a limited number of significant legislative proposals on
Medicare did pass Congress between 2011 and 2015.
The Budget Control Act of 2011 affected the Medicare budget by imposing an across the
board budget cut of 2%, as Congress did not adopt legislation to prevent the sequestration
of funds. This resulted in structural payment reductions of Medicare spending of around
$ 11 billion annually (2013 level). Separate Medicare legislation, adopted in the 112th–114th
Congress, however, in part reversed the effect on the gross budget. This legislation was
for the most part focused on overriding the Sustainable Growth Rate (SGR), a statutory
formula adopted in 1997, which prescribed a system for updating physician payments each
year. The rationale behind the formula was to counteract a potential incentive for increased
volume and intensity of services by limiting the fees of physicians. The operation of the
formula led to a requirement to cut Medicare physician fees in each year since 2002, but
the Congress consistently thwarted any cuts by adopting so called ‘doc fix’ legislation that
prevented the payment reductions for physicians from taking effect (Hamel, Blumenthal,
Davis, et al. 2015).
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As Figure 4.1 shows, Medicare legislative changes generated a projected overrun in the early
years, offset by savings in the out years. Over the course of the ten-year period, cumulative
net changes to the Medicare budget are balanced, but the weight of additional outlays in
the first years is considerable.
The overruns are mostly caused by the repeated ‘doc fixes’. An important way in which
Congress achieved an apparently balanced Medicare budget in the ten-year window for
adopted legislation in 2013 and 2014 was by realigning the Medicare sequester in such a way
that an increased amount of the sequester-associated savings fell within the ten-year window;
in reality, no additional net savings were realized; it was merely a technical reallocation.2 The
PAYGO-rules however prescribe that time shifts are not counted on the PAYGO scorecard,
which would potentially leave out these savings. Congress, however, included a provision in
the enacted legislation which excludes the budgetary effects from the PAYGO scorecards.3
In other words, Congress, within this legislation, has deliberately suspended the rule that
enforces budget neutrality of all new legislation.
Figure 4.1 – Distribution of projected Medicare outlays as a result of adopted legislation
112th-113th Congress, compared to baseline expenditure

4

Source: based on CBO cost estimates (CBO 2012a, 2013a, 2013b, 2014a)

2

3

For example: In the SGR reform Act of 2013, the line item ‘Realignment of the Medicare sequester
of 2023’ increases savings for the first six months of that year (from 2.0% to 2.9%) and lowers
savings for the second six months (from 2.0% to 1.1%), thereby including a higher amount of savings
in the ten-year budgeting window. This ‘shift’, however, does not represent an increase in the total
amount of savings.
In both H.J. Res. 59 (SGR Reform Act 2013) and H.R. 4302 (Protecting Access to Medicare Act),
there is a section included titled ‘Exclusion from PAYGO scorecards’, which states that ‘The budgetary effects [...] shall not be entered on either PAYGO scorecard maintained pursuant to section
4(d) of the Statutory Pay-As-You-Go Act of 2010’.
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In April 2015, during the 114th Congress, Congress adopted the Medicare Access and CHIP
Reauthorization Act (MACRA), which includes a permanent replacement of the SGR formula
with a 0.5% update from 2016 through 2019 and two new performance based mechanisms
from 2019 through 2025. In this legislation, Congress did not offset the costs and again
suspended the PAYGO-rules, avoiding the rule of budget neutrality, thereby deliberately
creating a cumulative budget overrun of around $ 144 billion over a ten-year period (see
Figure 4.2).
Figure 4.2 – Distribution of projected additional Medicare outlays as a result of MACRA
2015 (114th Congress), compared to baseline expenditure

Based on CBO cost estimate (CBO 2015a)

Netherlands
We analyze the budget statements of four consecutive years, starting in 2011 (the FY 2012
budget) until present. We focus on three main fiscal rules, namely the application of a central
decision-making moment, the enforcement of the health budget ceiling and compliance
with the 3% threshold rule. The first rule aims to structure the decision-making process,
whereas the other two rules aim to align government outlays with projections and control
overall expenditure.
Two main events have determined the budget decision-making process since 2011. As a
consequence of the economic and financial crisis of 2008, the Netherlands was confronted
with increasing budget deficits. Although coalition agreements of Cabinet Rutte I (2011–2012)
and Rutte II (2012–present) contained a number of policy reforms and austerity measures
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with the aim of lowering the deficit, the administration was overtaken by new fiscal pressures
and forced to take additional, intermediate steps to comply with the 3% threshold rule
of the European Commission. This led to yearly and ad-hoc budget negotiations with a
considerable deficit-reduction agenda. The second event is of a more political nature. The
incumbent government (Rutte II) of both rightwing liberals and leftwing labor lacks a majority
in the upper chamber of parliament. All legislation must pass the increasing political upper
chamber. The current administration must consult much more intensely with minority parties
on separate pieces of legislation and on the entire budget.
Table 4.2 – Compliance with fiscal rules in the Netherlands (2011-2015)
FY

Compliance w/
Compliance w/
central decision- health budget
making moment ceiling

Compliance w/ 3%
threshold rule

Health contribution to deficit
reduction ambition

2012

Yes

Yes; EMU-balance
structurally below
threshold.

-

Yes. Although FY
2014 showed a 3.1%
projected EMUdeficit, the structural
balance was below
the threshold.
Yes, although FY
2014 showed a 3.3%
projected EMUdeficit, the structural
balance was below
the threshold.
Yes.

Budget agreement 2013:
net contribution of €1.4
billion, 11% of overall deficit
reduction package.

2013

2014

2015

No; there was an
(intertemporal)
overshoot of the
health budget4.
No; the
Yes; there was
administration
(intertemporal)
had resigned and underspending
separate budget of the health
deals were
budget5.
agreed upon.
No; there was
Yes; there was
a separate
underspending
health budget
of the health
agreement.
budget.

No; there was
a separate
health budget
agreement.

Yes; there was
underspending
of the health
budget.

€ 6 billion reduction
package: net contribution of
€1.2 billion, 20% of overall
deficit reduction package.
Fall agreement: net
contribution of €0.4 billion.
-

Source: based on budget statements of Ministry of Finance (2011, 2012, 2013, 2014).

There were several moments during the past few years, when the rule that defined one
central decision making moment, was sidestepped (see Table 4.2). For example, in the spring
of 2013, the Cabinet agreed on a reduction package of €6 billion with members of the socalled ‘constructive opposition’. Subsequently, in October 2013, the Cabinet and constructive
opposition decided on another agreement, outside the budgetary framework, reallocating

4
5

Although the health budget was balanced from 2013 onwards, FY 2011 and FY 2012 showed
budgetary overruns (€1.4 billion and €0.5 billion respectively).
Although the health budget showed underspending from 2013 onwards, FY 2012 showed a budgetary overrun of €1.2 billion.

91

4

Chapter 4

resources for education, defense and health care. This package was not prompted by the
3% threshold rule, but was rather aimed at continuing broadened support for legislative
proposals of the Cabinet. Such events illustrate that increasing political disagreement affects
ideal top-down budgetary frameworks relying on strict procedures and fiscal objectives
(White 2015).
One thing that Table 4.2 additionally reveals, is that underspending of the BFH in the years
2013–2015 has been directly reallocated to contribute to additional reduction packages
and further deficit reduction. This objective was thus not only achieved by additional policy
measures, but also by technically counting underspending of the health budget towards the
overall deficit reduction.

DISCUSSION
Do fiscal rules matter in the context of health care policy?
Fiscal rules aim to shape the decision-making process and enforce the acceptance of
politically fraught cutbacks when needed, with the goal of creating a transparent process
and furthering fiscal discipline. They can both establish procedures for the budget process,
as well as impose a (long-lasting) constraint on fiscal policy through numerical limits. Not
surprisingly, our analysis shows that both elements were part of fiscal policy in the United
States and the Netherlands within the studied timeframe.
Congress suspended the PAYGO-rules by adopting Medicare legislation in 2013 and 2014
that incorporated time-shifts. MACRA 2015 legislation violated the rule of budget neutrality,
thereby creating a budget overrun in the ten-year window. The Netherlands failed to use
its central decision-making moment in the spring throughout most of this period, thereby
hampering integral decision-making. In both countries, the effect of overriding these rules
seems to be that legislators failed to balance health austerity measures against budget cuts
in other spending areas (at least through the formal budgetary procedures), or to provide a
balanced trade-off between short and long-term fiscal goals.
At the same time, in both countries, overall numerical targets were met. In the US there was
political disagreement on how to address the imperative for deficit reduction. Provisions
in the Budget Control Act of 2011 however enforced a 2% across the board budget cut of
Medicare payments, thereby automatically reducing the federal deficit. In the Netherlands,
the 3% threshold-rule enforced additional deficit reduction packages. Although the political
situation was complex, with shifting political majorities, fiscal objectives were met. This fits
the more consensus-based nature of political culture in the Netherlands.
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The budget process for health entitlements seems to benefit from a set of fiscal rules that
promotes transparency, highlights the trade-offs over time and between spending areas and
disciplines spending through limits on budgetary aggregates. Although violation of one of the
rules might partially compromise overall fiscal policy objectives, the significance of fiscal rules
lies in the balance it holds. The examined budget processes in the US and the Netherlands
show that although some rules are violated, there seems to exist an overall commitment to
strict budgetary objectives in both countries that transcends transparency objectives or the
desire to increase or decrease specific parts of the health budget. Within such a context,
fiscal rules can help shape this commitment by providing the general guidelines.

Timeframes and budgeting for health entitlements
The US and the Netherlands each have a distinct approach when it comes to budgeting for
health entitlements. The institutional differences outlined earlier seem to lead to different
outcomes. Medicare legislation adopted during the 112th and 113th Congress used the full
ten-year window to offset costs and savings. Most savings are, however, realized near
the end of the forecasting period, mainly by shifting savings from outside the forecasting
period. A consequence is that additional outlays in the first years exert upward pressure to
the federal budget and—ceteris paribus— force the federal government to run up debt to
meet its financial obligations in those years. Politically, these earlier outlays are more certain
than later savings. Dutch budgeting depends much more on annual fiscal cycles and there
are fewer fiscal shifts in time. The Dutch system allows for a different phenomenon, which
is that an overall expenditure cap for the national budget allows for interaction between the
three sectors. Underspending of the health budget and additional reductions thus both are
counted towards the overall deficit reduction.
So do timeframes matter when budgeting for health entitlements? The argument could be
that balancing costs and savings in a short timeframe is more beneficial, as it creates more
security for fiscal hawks. As the forecasting period lengthens, parameters become less
reliable. There is also the issue of accountability; most incumbent governments cannot be
held responsible for fiscal policy ten years on. Political reality, however, shows a tendency
towards fiscal myopia. Decisions on health entitlements are made on a rolling basis, often
dictated by a country’s current fiscal situation, rather than by its projected fiscal situation
some years from now. At the same time, a longer budget timeframe alone does not seem
to generate reduced fiscal discipline. It is rather the institutional setting around the adopted
projection period that most determines the success of meeting preset fiscal objectives. If this
setting allows for budget tricks or budgetary disobedience, fiscal performance deteriorates.
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CONCLUDING REMARKS
Health care constitutes a large share of the budgets of OECD countries nowadays. From
this perspective, one can argue that it makes sense to integrate discussions on fiscal policy
and program policy as much as possible; ideally fiscal targets and program targets should
be based on the same set of principles for the short and longer term.
In the US, different negotiation processes take place simultaneously. There is a ‘fiscal policy
table’, which discusses the federal deficit and develops savings options to limit it. Then,
there is a ‘program policy table’, which discusses Medicare specific issues and might develop
proposals that undermine fiscal objectives. Rivlin and Domenici (2015) advocate the creation
of clear spending targets for entitlements, in order ‘to budget for them more directly in the
future’. This approach (while it has drawbacks) could demystify the US budgeting process to
some extent and make the decision making process more clear and one-directional. In the
Netherlands, fiscal and program policies seem more in line. The application of fiscal rules
that use strict budget ceilings can promote that fiscal and program objectives are convergent
within the medium-term expenditure framework.
Our analysis of the practice of budgetary policies in health care in both the US and the
Netherlands shows that fiscal rules can have an impact on the rationing of health care. In
the studied timeframe, the rules seem to have had more impact on budget outcomes than
on the budget process itself. Budgeting for health entitlements requires a comprehensive
and tailor-made approach and the composition of traditional rules might not fully answer
to the complexities of health care policy. This paper aims to contribute to that debate and
the way we think about health care budgeting.
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ABSTRACT
We analyze the assessments of recent health reforms by the Congressional Budget Office
(CBO) in the United States and the Bureau for Economic Policy Analysis (CPB) in the
Netherlands.
Both reforms aim to capitalize on productivity gains, which is appealing for policymakers
because of the potential for cost savings while maintaining – or enhancing – quality and
access. These measures however generally translate into more health care, rather than care
that is affordable and appropriate. Scoring agencies therefore have rightfully been reluctant
to assign significant savings to these measures.
Thus with regard to cost savings, both agencies instead have favored more traditional policy
measures in the past. They are however increasingly mapping out loose ends and dilemmas
for payers, including information asymmetries, reputation issues and provider business
models that contradict the goals of policymakers. This calls for further exploring this avenue
and the development of more integrated agendas that might commit actors and the spread
of best practices.
Keywords: Health projections; Sustainable health systems; Health reform; Regulated
competition
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INTRODUCTION
In an attempt to strike a better balance between accessibility, costs and quality, health policy
makers increasingly rely on the forces of (quasi) competition to pursue public objectives.
Such reforms are studied extensively (Thomson et al. 2013; Van de Ven et al. 2013). Before
and while being implemented, these reforms are often assessed by (independent) economic
scoring agencies. How economic agencies have evaluated these reforms has not been
systematically studied.
In this paper we analyze the assessments of the Netherlands Bureau for Economic Policy
Analysis (CPB) and the US Congressional Budget Office (CBO) in the period before, during
and after the major health care reforms of the last decade. These reforms (the Dutch Health
Insurance Act of 2006 and the US Patient Protection and Affordable Care Act of 2010) were
aimed at creating broad or universal access, while also boosting productivity. Our explicit
focus is on the agencies’ assessments of the reforms, rather than on the success of the
reforms themselves.
Both bureaus have the task of assisting policymakers and politicians with economic evidence.
They directly influence decision-making of the government and political parties. A study of
their projections is therefore highly relevant. Politicians are often highly aware of the models
used and – at least in the Netherlands – might even reshape their proposals in an attempt
to circumvent negative assessments (e.g. Smith et al. 2012, White 2014). The bureaus
constantly reflect on their earlier projections. Those reflections show us the continuous
struggle to incorporate the latest scientific insights and offer assessments that do justice
to the ambition of policymakers for a health system that is accessible, affordable and of
good quality.
We present an analytical review on how the agencies developed their thinking and assessment
along the way on the fiscal effects of the health reforms. Section 2 describes how the Dutch
CPB has assessed the Dutch health reforms. Section 3 follows the same approach for the
CBO and the Patient Protection and Affordable Care Act. Section 4 discusses the open ends
and dilemmas the agencies, each in its own way, uncover. Dilemmas that also challenge
the classical assumptions of the agencies with regard to cost saving policies in health care.
Section 5 concludes.

THE NETHERL ANDS BUREAU FOR ECONOMIC POLICY
ANALYSIS (CPB) AND HEALTH REFORM
The CPB provides economic forecasts on which the government bases its fiscal policy at the
start of, and throughout a Cabinet period. The bureau also assesses the election programs
of political parties. The assessment framework for health is relatively straightforward. It
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projects a (regular) cost growth trajectory that is largely based on historical data (Bos and
Teulings 2013). This is not without importance since it implies that past high cost growth
rates breed future projected high growth rates of health expenses. High growth of health
expenses in turn reduces the fiscal space of other (discretionary) public services. If the
base-line projection of health expenses come close to or are equal to the total amount of
fiscal space, political parties might seek for savings to create room for other public services
or specific cost increasing priorities in health. The bureau assesses the budgetary impact of
proposals of the respective political parties, including budget cuts and budgetary incentives.
We look at its successive projections in 2003, 2006, 2010 and 2012.

2003: supporting health care reform proposals, but reluctant to quantify
potential savings
Around 2000, many political parties agreed that the Dutch health system was in need of
repair. Most volume incentives had been eliminated and the strict budgeting policy predictably
led to long waiting lists and increased pressure on the system (De Kam and Nypels 2001). A
number of lawsuits were filed opposing the tardiness of the delivery of health care services.
The pressure on the government to change this policy increased (Helderman 2005; Maarse,
Jeurissen, and Ruwaard 2015). To eliminate waiting lists, large sums of money were injected
into the system. Due to the high level of spending autonomy of providers, policy makers
and politicians had little insight as to where the extra money went (Kamerstukken 2004).
While injecting extra money in the system was not very efficient in the short run, it would
surely not be sustainable in the long run. In an effort to develop an alternative approach,
center and rightwing parties advocated a transition toward a competition-based delivery
system (VVD 2002, Wetenschappelijk Instituut CDA 2000). Competition was believed to
be the key to restoring labor productivity, which in turn would lower the price of delivery.
Sickness funds would be transformed into private health insurers, which were supposed to
compete among each other for the best contracts to purchase health care providers; and
translate their bargaining powers into competitive premiums and/or good quality of care.
Plans would be financed through income- and employer-based contributions, a monthly
nominal premium (children would be exempt), and general tax revenues. Tax subsidies would
support low-income individuals and families to purchase health insurance.
The CPB has a very respected an influential position on economic issues toward all policy
stakeholders. As an extraordinary task it then provided an extensive ‘qualitative assessment’
of the conditions under which regulated competition could be most successful (CPB 2003a,
2003b). It gave no budgetary estimate of potential costs or benefits of the proposed
transitions, although it legitimized the proposed reform by linking it to potential efficiency
gains and to increasing transparency of the health care market.
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The CPB explained its reluctance to quantify the economic impact of the reforms. Longterm effects of the transition were unknown. With foresight, the bureau stated that an
efficient delivery system could also exert upward pressure to overall expenditures through
supplier-induced demand, through an accelerated adoption of cost-increasing technologies,
less cost-effective treatments, and through a greater number and diversity of suppliers and
associated services. To counterbalance these risks, the bureau pointed to the possibility
of higher co-payments, but also suggested better protocols and guidelines and degressive
tariffs.

2006: more confidence in reforms
The health system reform became law in the election year 2006 (Table 5.1). The CPB
provided budgetary estimates of the policy proposals within the election programs of the
different political parties. The bureau granted traditional proposals concerning deductibles,
the benefit package, (lower) subsidies for lower income groups and some efficiency
measures (CPB 2006). However, this time, the CPB also projected cost reductions as a result
of the introduction of increased competition. Thus, the bureau became more explicit in its
assessment of efficiency gains through market forces than it was in 2003. This also aligns
with the assignment of the bureau to explicitly score the fiscal consequences of the political
programs. The Christian Democratic party for example pushed for a broad liberalization of
prices (up to 80% of hospital care) and larger risk bearing responsibilities for insurers; the
CPB estimated that such a price liberalization would allow insurers to recoup € 0,3 billion
through productivity increases by 2011, climbing to € 1,0 billion in 2018.
Figure 5.1 – Total health spending as percentage of GDP for the Netherlands and the
OECD (average) between 1995 and 2015

5

Source: adapted from OECD 2016
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Table 5.1 – Main characteristics NL and US reforms

Health
care
coverage

Health Insurance Act (HIA)

Patient Protection and Affordable Care
Act (PPACA)

- Individual mandate and community
rating.
- Nominal premium and income-related
contribution.
- Low-income subsidies through the
Health Care Allowance Act (WZT).
Children (18-) exempt from premium.
- Risk Equalization Fund mitigates high
risks for insurers.

- Individual requirement to obtain health
insurance, or pay tax penalty.
- Employer requirement to offer health
insurance or pay penalty.
- Small businesses receive tax credits to
offset premium costs.

- Ex-ante and ex-post risk-adjustment
(to be phased out in 2017) for insurers.

Health
care
delivery

- Managed care models including
selective contracting.

- State health insurance marketplaces act
as an intermediary for individuals and
small businesses.
- Expanded eligibility for Medicaid.
- Cost sharing support low-income
individuals and families.
- Risk adjustment in the individual and
small group markets.
- Advanced care delivery models including
Accountable Care Organizations (ACOs).
- Quality-based payment reforms.
- Quality improvement programs for
Medicare and Medicare Advantage.

2010 and 2012: reluctance in granting productivity gains returns
At the time of the elections of 2010, the first results of the health care reform were visible.
The system did indeed experience a productivity leap and the number of treatments rose
in the years after 2006 (RIVM 2014). However, these productivity gains had not yet led to
cost savings: health expenditures maintained a steep trajectory, at least until 2009–2011
(see Fig. 5.1).
Although negotiable prices of hospitals decreased, this did not lead to a slowing growth rate
of total hospital costs. This points toward the idea that freed up capacity might have been
deployed to treat more patients.
One seemed to have overlooked the risk of productivity incentives related to the reform
of the remuneration of medical specialists. Starting in 2008, specialists were remunerated
based on a fixed hourly tariff multiplied by a standardized number of minutes for each DRG.
This part of the DRG prices had been fixed, even if productivity gains would occur. Costs
grew immediately. In 2009–2010 the payment-system was reversed: an income cap for
medical specialists was introduced (Kamerstukken 2010a). The cost impact in the following
years was significant and the growth of hospital costs declined (CBS 2011; Squires and
Anderson 2015).
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In their assessment of the election programs of the elections of 2010 and 2012, the bureau’s
reluctance to grant savings through proposed system reforms returned (CPB 2010, 2012).
In 2010, this was the case for parties that proposed to further liberalize DRG-prices, as well
as for parties that proposed rigorous steps toward a one-payer system. At first sight, the
CPB only accepted straightforward policy proposals, such as raising the deductible, limiting
the insured benefit package, and cutting salaries of hospital management and specialists.
Perhaps recognizing that supplier-induced demand might explain why productivity gains
tended to be translated into higher rather than lower cost growth, the CPB now – for
the first time – also acknowledged costs savings for initiatives focused on the quality and
appropriateness (and thus the quantity) of care: inter alia via the establishment of a National
Health Care Institute. This institute would be the Dutch alternative for NICE in the UK,
assigned with plotting out the roadmap to ‘appropriate care’ and thereby counteracting
supplier-induced demand (CPB 2010, 49 and subsequent analyses of the proposals of the
parties). This was consistent with the aforementioned publication of 2003, in which the CPB
pointed at the introduction of protocols and guidelines as a means to avoid supplier-induced
demand and the enhancement of low value (less cost-efficient) care.
In 2012 this issue came back, but now labeled as the strict management of the basic
insurance coverage. Nearly all political parties proposed to manage the basic benefit package
more strictly, which the CPB granted with ex-ante savings. The National Health Care Institute
was established, possibly paving the way for accepting ‘appropriate care’-like efficiency
measures. Two new elements appeared in the election programs and the assessments of
the CPB:
1.

2.

A ‘macro controlling instrument’ (MCI): a measure of last resort, which the government
can impose in case of a budgetary overrun. Providers then need to refund the
percentage overrun, standardized by their own market share (Kamerstukken 2010b);
National or regional concentration of emergency and high-cost care. The CPB granted
some minor savings for this concentration-of-care-agenda (e.g. CPB 2012, 95),
although in earlier publications it had warned for the construction of monopolies (e.g.
CPB 2003a, 103–5).

These two instruments fit into a national and political agenda of cost containment that tries
to limit the expansion at the supply side of the health care sector. This illustrates a shift away
from the dominant market-orientation. This shift is also visible in a study of the Ministry
of Finance in collaboration with the CPB, published in 2012 as well (Taskforce Beheersing
Zorguitgaven 2012). The authors point to the fact that payers (insurance companies)
do not know where productivity gains evolved and what kind of care has added value
(information asymmetry). And if they knew, they would not be able to reduce the services –
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thus translating productivity gains into cost savings – because of their reputation problems.
People would believe protesting doctors and distrust insurance companies.
To sum up we see that the bureau scores tradition fiscal tools in health care such as
reductions of the benefit basket or an increase in out-of-pocket payments consistently, but
struggles more with the scores of policy incentives such as competition, transparency or
limiting supply-induced demand. This approach seems understandable, since determining
the budgetary impact of health systems’ change is associated with high levels of uncertainty
in terms of the realization of the proposed budget cuts. We now turn to the CBO to determine
how this agency has dealt with a similar reform.

THE CBO IN AN ERA OF HEALTH TRANSITIONS
2009/2010: Patient Protection and Affordable Care Act (PPACA)
The CBO, together with the Joint Committee on Taxation (JCT), provides budgetary
estimates of government policies. In 2009 and the following years it looked at the provisions
in the Patient Protection and Affordable Care Act (ACA) and the impact these would have on
the federal budget (and total health care costs as a percentage of the GDP) (CBO 2010a). The
many changes that occurred as a result of the legislative process and the judicial procedures
were systematically scrutinized by the CBO and the JCT.
Extra spending was largely driven by the eligibility of non-elderly people to Medicaid with
incomes from below 100% to below 138% of the federal poverty level (FPL); and by federal
subsidies for people with incomes up to 400% of the FPL to reduce their costs of obtaining
private health insurance coverage through so called exchanges.
Other provisions in the ACA were deemed to reduce federal spending. Alternative
reimbursements schemes for Medicare Advantage (part C), were supposed to reduce
payments to private insurance. A major source of savings was supposed to come from a
set of provisions that would permanently reduce the annual updates of Medicare payment
rates. Those updates would equal the percentage change in the prices of providers inputs
(such as labor and equipment) minus the 10-year moving average of growth in productivity
in the overall economy (CBO 2010b).
The CBO did not grant savings for some of the more eye catching reform elements that
were aimed to generate cost savings in the long run. For example, the establishment of
‘accountable care organizations’ and a national pilot program to develop approaches to
bundling the payments for an episode of care during and after hospitalization. The CBO
argued that these ‘experiments’ need much more refinement ‘before significant savings will
be achieved’ (CBO 2010b, 2014b). A recent study corroborates their initial assessment, as
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savings for these programs so far seem to have been modest (Hamel, Blumenthal, Abrams,
et al. 2015). The CBO nevertheless granted ex ante savings to most reform proposals, albeit
somewhat hesitant: ‘CBO expects that, […] Medicare spending per beneficiary will increase
at an average annual rate of less than 2% during the next two decades, compared with a
roughly 4% annual growth rate during the past two decades […]. It is unclear whether that
lower rate of growth can be sustained and, if so, whether it will be accomplished through
greater efficiencies in the delivery of health care or will instead reduce access to care or
diminish the quality of care (relative to the situation under prior law).’

2015: SGR, productivity gains and underlying cost development and
payment reforms
Parallel to discussions on the ACA reforms, continued a debate around the Sustainable
Growth Rate (SGR) that governs the payment for physicians’ services under Medicare. The
SGR was created to ensure that the yearly Medicare expense increase per beneficiary would
not exceed GDP growth. If expenditures deviate from this target, a conversion factor would
decrease the payments for physician services.
In its successive long-term projection, the CBO systematically argues that in the longer
term some measures still might not turn out to be as successful as hoped for. The SGR had
been systematically overridden by congress, allowing for the development of a considerable
potential cut in physician fees (up to 21% in 2014). However, this seemed politically unfeasible.
Secondly, the CBO reflects once more on the unpredictable effects of the annual updates
to Medicare’s payment rates for health care providers (other than physicians) in the fee-forservice portion of the program along with the correction of prices with the aforementioned
10-year moving average of growth in productivity in the economy overall. If the enforced
payment updates under compensate the actual productivity gains in health care, this could
lead to lower quality care for Medicare beneficiaries, or reduce enrollee’s access to care. In
that case a rise in expenditures to compensate for a decrease in quality or access, might still
be inevitable. Eventually, this questions whether moderate cost growth is sustainable over
the longer run. CBO points to the fact that studies on productivity gains show mixed results.
Although, some point out that the productivity of numerous medical services (apart from
physicians) has aligned with increases in the GDP price index for decades (e.g. CBO 2014b,
37), suggesting that this approach would be sustainable. Also, hospitals see increased
margins in 2011 compared to 1991, while Medicare and private insurers generally have not
reimbursed above the average price index.
Long-term projections of federal spending for the different programs – Medicare, Medicaid,
and subsidies provided through the insurance exchanges – are based on projections of the
number of beneficiaries per program and spending growth per beneficiary (2014b, 37).
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CBO calculates the growth in health care spending per person relative to the growth of
potential GDP per person after removing the effects of demographic changes on health care
spending—in particular, changes in the population’s age distribution. The resulting ratio
of those growth rates is referred to as excess cost growth. CBO expects that the ACA may
temporarily reduce the excessive growth rate. However, once the policy measures will have
been fully incorporated – according to CBO in 2024 – the long-term trend of cost-growth
will be reinstated. Private sector, state governments and Medicare will then have to take
action again, since ‘health care expenditures cannot rise more quickly than GDP forever’
(2014b, 35). In this context CBO mentions the traditional tool set again: higher out-ofpocket costs, a more active role of employers in making health care more efficient, limiting
insurances coverage or offering a fixed contribution that employees can use to purchase
health insurance, lower subsidies for low income groups, lower reimbursement rates and
prices, etc. (CBO 2010b, 2014b) . CBO trusts that these instruments will curb the cost
curve in the longer term. At the same time, the bureau does state that there are caveats:
‘more generally, making appropriate changes in financial incentives will probably be critical
in developing successful policies to restrain spending growth. In many cases, the current
health care system does not provide incentives for doctors, hospitals, and other providers of
health care – or their patients – to control costs. Although the recent legislation took some
initial steps toward modifying those incentives, more substantial changes will probably be
needed to significantly lower the future trajectory of health care spending. For example,
given the key role of medical technology in contributing to spending growth, slowing the
growth of spending over the long term will probably require decreasing the pace of adopting
new treatments and procedures or limiting the breadth of their application. Such changes
need not involve explicit rationing but could occur as a result of market mechanisms or policy
changes that affect the incentives to develop and use more costly treatments’ (2010b, 46).

DISCUSSION: THREE DILEMMAS AND POSSIBLE WAYS
FORWARD
The CBO tried to assess the implications of the aforementioned correction of prices with
the 10-year moving average of growth in productivity in the economy overall. Lower quality
care or reduced access to care might be the result if the productivity gains in health care
do not match the average growth of productivity. The CBO also points to the downsides
of productivity incentives in payment schemes. When providers receive lower prices,
they generally attempt to maintain their level of income by boosting volumes. Studies of
supply induced demand of the CBO reveal this practice: at a 1000 dollar loss through
price measures, there is generally speaking a compensation mechanism through volumes
of around 280 dollar (CBO 2007, 4). In general, surgery appears to be the most responsive
to such changes: a 1000 dollar loss in prices versus a 890 dollar increase in volume. There
is another mechanism working as well: price pressure requires working efficiently, as time is
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money. But this usually results in less time for discussing the appropriateness of care with a
patient; general practitioners referring patients to a specialist much quicker and specialists
are incentivized to over diagnose and over treat (Brownlee 2007). There is an imminent
threat that price pressure translates into an increased need for production in order to
compensate the loss of revenues, which then boosts the introduction of new technologies:
the big driver of health care costs (CBO’s annual outlooks e.g. 2010–1015). CBO assesses
that not every new supply is equally useful. ‘Many experts believe that a substantial share
of current health care spending is of low value, meaning that the services provided yield
little health benefit relative to their costs. If the use of such services fell, the rate of excess
cost growth could also decline for an extended period without imposing direct costs on
patients. However, reducing the use of low-value care without affecting high-value care is
very challenging, so the degree to which such a reduction might occur is highly uncertain’
(CBO 2015b, 38). The same mechanisms will be provoked if the price reductions are lower
than the overall productivity gains in the health care sector. The extra capacity after all will
be used to offer more services as well (Klink 2012).
CBO and the CPB come to similar conclusions: payment schemes and pressure for efficiency
on the side of providers, result in a quick adoption of innovations and of additional care
services. Both bureaus are well aware of the fact that the extra services might result in lower
value care. However in certain cases this might even lead to no-value or even negative value
care (Welch, Schwartz, and Woloshin 2012). Quantity of health care services seems to be
at the core of the problems of health care costs. Beating cost growth by capitalizing on
productivity gains with a pricing instrument is a deficient method, given the dynamics that
it provokes of supply induced demand. This is especially important since the ‘vague’ notion
that innovations are one of the biggest superchargers of costs easily results in a reluctance
at the level of payers to invest in them. Becoming more specific on the potential impact of
innovations on well-being (appropriate care) and costs fits into an agenda that focuses on the
quantity of care and less (although it still will be important) on price regulations (Klink 2012).
At least three important dilemmas present themselves that interfere with such a strategy.

Dilemma: supply is only partly evidence based, and there is no clear
right or wrong
Medical supply is not always evidence based. We may not know which patient benefits from
a specific treatment and which patient does not. In this gray – and highly costly – area it is
not only difficult to determine what efficient, but even more so what useful care is. There
are information shortages and information asymmetries. Both the CPB and the CBO point
to the importance of information asymmetry.
Limiting the benefit package and creating general guidelines alone will not solve this issue.
After all, a lot of care cannot become evidence based. To the extent that evidence is
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available, it is not translated rapidly enough into guidelines. Even more importantly, the
appropriateness of care varies per person and often cannot be described in the generic
terms of guidelines. When reform proposals were accompanied by institutional safeguards
(the MCI, the establishment of a National Health Care Institute), the CPB was willing to
accept the cost cutting potential of certain productivity measures. Thus the lesson is that
policymakers that seek for cost savings through increased productivity need to design tight
and enforceable institutional layers that control for an uncontrolled expansion of services.

Dilemma: volume incentives for providers boost access, but fuel
overtreatment
Activity-based payment mechanisms incentivize volume. The threat of less revenue in the
near future results easily in higher production and over treatment. This is a clear dilemma as
volume incentives are indispensable attributes to avoid waiting lists and increase productivity.
Countering the tendency toward volume increase is difficult to attain due to the differing
interests of players. This reverse dynamic makes cost containment particularly difficult to
attain. Given the gray area in health care delivery, providers will always have the incentive to
partially compensate loss of revenue: regardless of whether this loss is caused by price cuts,
loss of demand due to higher out-of-pocket cost, or a smaller insured benefit package, etc.

Dilemma: reputation of payers and the ‘benefits’ of unconditionally
expanding providers
Physicians and patients will accept an authorization policy by insurers, only if cases are
perfectly straightforward. Even if payers are aware of best practices in terms of appropriate
care, they will often be confronted with a reputation problem when scaling up. Patients and
providers generally have little trust in insurers in this regard. As a result of lack of trust,
steering patient volumes to providers that provide appropriate care is barely possible. The
demoralizing result is that providers that opt for appropriate and efficient care have less
revenue than their colleagues that expand services more unconditionally. Providers that
are efficient and only want to provide appropriate care can nonetheless be confronted with
a cut due to a general budgetary overrun, provoked by organizations that are inefficient
and/or offer inappropriate care. The lesson is that a volume driven system will increase
productivity but does not align with cost savings through value-based care (Gawande
2009). This suggests that a more quality or performance oriented reimbursement and/or
contracting policy is necessary.
With respect to cashing in on appropriate and efficient care, parties seem to be held
hostage by each other. Insurers find it difficult to gain knowledge on efficient and especially
appropriate care. Best practices are often initiated and driven by idealistic and intrinsically
motivated physicians. It is difficult to systematically develop and implement these best
practices, as they impact revenue streams of providers. Intrinsically motivated hospitals and
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physicians are trapped in the system and see competitors increase their revenue streams,
also if the latter provide lesser quality services (Klink 2012).

Back at where we began?
Incentives for production are needed to increase productivity. However, productivity gains
are not spontaneously (fully) translated into lower prices, and freed up capacity is used to
offer more services. Costs will not only increase because of too modest price reductions,
but also because we get more of the services that are (too) expensive. The lack of price and
cost transparency is a recurring complaint in health care. The lack of transparency in the
field of appropriateness of care is an even bigger problem. Increased production can easily
result in inappropriate and no value care or – even worse – negative and harmful outcomes:
a negative marginal utility. The aspect of low marginal utility is certainly an aspect in the
projections and analyses of the CPB as well as the CBO. However, they speak about low
value care and cost-ineffectiveness but not of inappropriate care and of possible negative
marginal utility of services. Scoring agencies act as referees that support evidence-based
policy making instead of advocates for certain directions of policy. A crucial role that is
also highly valued. However, the lack of transparency and the high levels of information
asymmetry make this a difficult task.

Alternatives to circumvent these dilemmas
When providers align their ambitions with payers that also strive for better care and
lower costs it must be possible to develop an agenda of appropriate care. When payers
forestall the negative incentives of revenue reduction, these well-chosen providers can
systematically create a benchmark of practices of appropriate care and solve part of the
aforementioned information asymmetry ‘problem’. This can for example be done through
a) a revenue guarantee for a number of years, or b) different forms of gain sharing and c)
by compensating the loss of revenue by shifting patient streams, by which d) the turnover
of those providers that do not want to incorporate optimal care diminishes. With these
policies payers are able to create living labs, while scaling up the good practices through
competition between providers: those who accommodate to this agenda of appropriate
care get the better contracts. Multi provider systems are a prerequisite for this agenda.
Monopolies can resist the contracting power of payers, not only in the field of the volume
(and the appropriateness) of care but also regarding price setting. It is however paramount
that contracting policies of payers account for the behavioral dynamics of providers once
they are confronted with price cuts.
In the US and the Netherlands initiatives pop up around living labs and accountable care
organizations. However, CBO and CPB rightly do not yet incorporate the outcomes of
these institutional innovations in their fiscal projections. Both bureaus point to institutional
obstacles when aiming to let society as a whole benefit from productivity gains associated
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with new technologies and more efficient and appropriate care. The fact that they
increasingly map out these obstacles, is beneficial: it is now up to the payers to alleviate these
barriers together with physicians and providers and work toward an agenda of efficient and
appropriate care, in the interest of patients who remain central to the health care delivery
system (Klink 2012).

CONCLUSION
In this article we have discussed the ways in which the economic scoring agencies in the US
and the Netherlands have evaluated the budgetary consequences of major health reforms
of the past ten years. Both reforms aim to generate cost savings through productivity gains,
while maintaining – or enhancing – quality and access. These measures however generally
translate into more health care, rather than care that is affordable and appropriate. We
have seen that both the CBO and the CPB were rightfully reluctant to assign significant
savings to these measures.
Thus with regard to cost savings, both agencies instead have favored more traditional policy
measures in the past. They are however increasingly mapping out loose ends and dilemmas
for payers, including information asymmetries, reputation issues and provider business
models that contradict the goals of policymakers. This calls for further exploring this avenue
and the development of more integrated agendas that might commit actors and the spread
of best practices.
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INTRODUCTION
Organisation for Economic Co-operation and Development (OECD) countries have seen
a considerable average rise in health care costs as a percentage of their Gross Domestic
Products (GDP) of around two percentage points since 1995 (OECD 2019c). This development
has brought the debate about rising health care expenditure to prominence (Maisonneuve
et al. 2016; White 2007), as well as the fiscal frameworks that governments dispose of to
contain it (Budina et al. 2012; OECD 2015a). A clear understanding of the processes and
rules that govern the allocation of health resources at the highest level of decision making
thus seems important to navigate the health care landscape of today, yet this topic remains
largely understudied among health policy scientists and professionals (Schakel, Jeurissen,
and Glied 2017; Schakel, Wu, and Jeurissen 2018). As outlined in our general introduction,
there is a considerable body of literature on public budgeting. This literature discusses
the instruments governments increasingly dispose of to contain the macro budget: fiscal
rules, the Medium Term Expenditure Framework (MTEF), the European Fiscal Framework,
the use of Spending Reviews or the use of independent budgetary projections and the
assessment of policy proposals by independent scoring agencies. At the same time, empirical
evidence on the potential impact of fiscal policy (including fiscal rules) on the health budget
is limited. Scholars such as Schick and White have discussed the distinct position the health
budget holds in relation to the public budget. They argue that entitlements require a more
comprehensive approach to budgeting and they advocate a strong budget authority as a
response to it (Schick 2003, 2009a; White 1998, 2013, 2014). The authors have however
not researched the potential impact of the rules on the publicly funded portion of the health
budget.
In this dissertation, we aim to contribute to that scholarship and the existing literature on
public budgeting offered by scholars such as Allen Schick (2003, 2007, 2009a), Joseph
White (1998, 2013, 2014) Aaron Wildavsky (1966, 1975), or prominent (former) budget
officials such as Alice Rivlin in the United States (2012, 2015) or Coen Teulings in the
Netherlands (2010, 2013), by providing empirical evidence on fiscal rules and their impact
on the health budget.
In our final chapter, in paragraph 6.2, we provide a summary of the main findings. Then,
in paragraph 6.3, we provide a discussion on the limitations and strengths and weaknesses
of the dissertation. Finally, in paragraphs 6.4 – 6.7, we provide a discussion on four topics
of interest; 1) how do macro fiscal rules interact with the meso and micro level, 2) how to
strengthen the political legitimacy of fiscal rules for health, 3) the impact of the European
fiscal framework, and 4) the effect of strong fiscal rules on socio-economic inequalities.
Finally, in paragraph 6.8, we will make some final remarks and will offer a few strands for
further consideration.
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OVERVIEW OF THE MAIN FINDINGS
This dissertation focuses on the fiscal rules that govern the allocation of health resources
at the highest level of decision-making. In this respect, we have defined fiscal rules as
setting numerical limits to budgetary aggregates. In chapter 1, our general introduction, we
introduced the main cause for this dissertation: the combination of rising health care costs
over the past decades at the backdrop of the financial and economic downturn of 2008. This
development urged OECD countries to increasingly devise and implement comprehensive
fiscal frameworks – which are aimed at (independently) monitoring and enforcing fiscal
policy – including fiscal rules. The effectiveness of fiscal rules as a depoliticized policy
framework to contain public finances is however under debate. We noted that there is reason
to believe that successfully implementing fiscal policy measures to contain publicly financed
health care expenditure in comparison with other government spending categories seems
particularly difficult, as aging societies, income and price developments and the increased
use of medical technologies drive up the costs. In addition, the health budget normally
largely consists of entitlements that pose multi-annual mortgages on the public budget. This
seemingly calls for more comprehensive budgetary frameworks that include multi-annual
budget limits, the systematic review of health care policy (e.g. through spending reviews) and
independent scoring agencies providing independent advice on the budget and overseeing
budget implementation. It is our goal in this dissertation to empirically research the fiscal
rules for health and assess their effectiveness.
Figure 6.1 – Schematic overview of the dissertation

6

In chapter 2, we examined the potential relationship between fiscal rules and the health
budget for 32 OECD countries between 1985 and 2014. Through a multivariate regression
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analysis, we estimated the association between fiscal rules and its subcategories and inflation
adjusted public health care expenditure. We controlled for a number of variables such as
Gross Domestic Product (GDP), debt, and whether countries received an IMF bailout for the
specific period. We found that the presence of a fiscal rule on average is associated with a
3% reduction of publicly funded health care expenditure. Supranational balanced budget
rules, that is the EU fiscal framework, are associated with some 8% lower expenditure.
Additionally, we found that health service provision-oriented countries with more passive
purchasing structures, such as Austria, Belgium or Germany, seem less capable of containing
costs through fiscal rules. Next, we demonstrated the potential lagged effectiveness of fiscal
rules, as the potential for expenditure reduction increases after one or two years of fiscal
rule implementation. This implies that entitlement programs – which require amendment of
legislation in order to be adjusted – protect expenditure, but only temporarily. Finally, we
found evidence that fiscal frameworks that incorporate multi-year expenditure ceilings show
additional potential for cost control, at a potential of 7% lower expenditures, compared with
3% without such ceiling. We then posited that our results could be seen as a call for attention
for budgetary governance, since fiscal rules do not operate in isolation, but are embedded in
and interact with larger institutional frameworks. These frameworks – such as the legal basis
for fiscal policy, the institutional design of the health system, the existence and strength of
scoring agencies – are determinative for the success of the rules. The budgetary governance
thus turns out to be a critical feature in studying the success of different systems in terms
of fiscal performance, and the assessment of preconditions that determine such success.
In chapter 3, we explored the potential impact of fiscal rules that are imposed at the highest
level of decision-making on three areas of cutbacks for health care: 1) budget setting, 2)
budget shifting or 3) controls of supply. A multivariate regression analysis, with out-of-pocket
expenses and voluntary schemes, sectoral health budgets and the number of hospital beds
and capital investments as our dependent variable of interest was introduced to assess the
relationship with the presence of a fiscal rule. Our research showed that fiscal rules for health
seem to have induced cost shifting, whereas the effect on sectoral budgets or rationing
through supply controls seemed limited. When expenditure rules for health were in place,
the long-term care budget increased – possibly at the expense of other spending areas or
as a result of reverse causality whereby increased long-term care expenditure prompted the
implementation of a rule – and the prevention budget decreased. This indicates that certain
fiscal rules may have real effects on health spending or equity, while other rules may have
no effect on costs or are even associated with higher spending. Our results in chapter 3
should be interpreted with caution. An important limitation of our study is that we have not
tested the relationship between the rules at hand and different cost containment strategies
directly. Such follow-up research could be performed by replacing spending figures with
information on budgetary under- and overruns. Another point of caution is that we have
found some conflicting results when comparing the effect of a rule on the sectoral budgets.
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For preventive care for example we have found that an ER seems to hold cost cutting
properties whereas at the level of FR the effect is reverse. This result seems driven by the
implementation of a DR. This finding requires further investigation and does suggest that the
cost containing potential of fiscal rules is not always achieved through an ER or BBR. Finally,
our results do not align fully with the cost cutting potential that we have uncovered in chapter
2. This issue will be further addressed in 6.3. Our findings warrant further investigation
into the redistributive effects of fiscal rules on various parts of the health budget and could
call for implementing supporting measures to protect some areas of the budget such as
out-of-pocket payments and prevention that seem particularly susceptible to fiscal rules.
The results could provide important notions for policymakers concerning the susceptibility
of health care measures through fiscal pressure, the political implications thereof and the
interplay between the budget authority and the policymaker.
In chapter 4, we analyzed the budget process for publicly funded health care in the United
States and the Netherlands between 2010 – 2015, in order to assess the influence of fiscal
rules, budget timeframes and ceilings on the health budget. The period we analyzed was
dominated by considerable political disagreement on the health budget in both countries.
Despite this disagreement, we found that in both countries short term overall numerical
targets were met and the fiscal rules to contain the health budget were thus successful. At
the same time, the budget process in both countries appeared somewhat non-transparent.
In the US, Congress deliberately caused a budget overrun in the 10-year budget window
for Medicare, and in the Netherlands the integral decision-making was hampered causing
decisions on the public budget including on health care to be more incremental. Our
analysis showed that budgeting for health entitlements in both countries is particularly
challenging and that the convergence of fiscal and program policy objectives seems to be
better accomplished in a budgetary system that applies enforceable budget ceilings.
Chapter 5 analyzed the assessments of recent health reforms by the Congressional Budget
Office (CBO) in the United States and the Bureau for Economic Policy Analysis (CPB) in the
Netherlands. These reforms (the Dutch Health Insurance Act of 2006 and the US Patient
Protection and Affordable Care Act of 2010) were aimed at creating broad or universal
access, while also boosting productivity. Capitalizing on productivity gains is appealing for
policymakers because of the potential for cost savings while maintaining – or enhancing –
quality and access. We argued however that these measures will generally translate into
more health care, rather than appropriate and affordable care since interests of insurers
and providers are often not aligned. It thus seems important to rely on a fiscal rules based
framework to contain the health budget at the macro level. Scoring agencies can contribute
to that framework by giving credibility to the expenditures that are disciplined by the rules.
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LIMITATIONS, STRENGTHS AND WEAKNESSES
Through fiscal rules, governments aim to put a framework and limit on publicly funded
health care expenditure. While chapters 2 and 3 of this dissertation explore this potential
impact quantitatively for 32 OECD countries between 1985 and 2014, chapter 4 and 5
provide a qualitative exploration thereof for the Netherlands and the United States within
a more limited timeframe. We acknowledge that the institutional setting for budgeting for
health expenses varies widely throughout the OECD and is relevant for the outcomes of
the budget process. As we pointed to in chapter 2, an OECD study shows that policy and
institutional variables explain some 23 percent of public health expenditures (Maisonneuve
et al. 2016). We found that a fiscal rule is associated with some 3 percent lower health
expenditures. Although this potential impact seems relatively modest, in the Netherlands
it directly translates into a concrete reduction of health expenditures of around $ 100,annually at the level of individual citizens (based on the 2017 OECD average health spending
of $ 3.857, source: OECD 2019).
It has been noted abundantly throughout this dissertation and is pointed out by Schick
(2003, 21) that ‘a fiscal commitment is worth no more than the willingness of those who
make it to comply with its terms’. The existence of a fiscal rule is thus no guarantee for fiscal
prudence, while the opposite is neither true. The exact interaction between fiscal discipline
and the presence of a rule is thus complicated and it is not inconceivable that there exists
omitted variable bias: the correlation between strong fiscal performance and the use of
fiscal rules may be the result of political commitment rather than the existence of a rule.
This poses a limitation to this dissertation in terms of the interpretation of the results. Our
results from the two case studies in chapter 4 do show that fiscal rules for health hold cost
containing properties, but we cannot ascertain a direct relationship between the rules and
the level of the publicly funded health budget at the level of the OECD. To ascertain this
relationship, this would require performing a series of in-depth case studies that researches
the budget process and adherence to fiscal policy over a number of years for other OECD
countries (see underneath). In any case, we have demonstrated how a political commitment
to fiscal prudence is closely knit to the actual fiscal framework at work.
Numerous papers have been published on the impact of fiscal policies on public budgets
(see for example Bergman, Hutchison, and Jensen 2016; Dahan and Strawczynski 2013;
Debrun and Kumar 2007; Drazen 2002; Wyplosz 2005), although a clear causal relationship
has been difficult to establish to date. Heinemann et al. (2018) in a recent publication,
argue that the existing evidence on the impact of fiscal rules on the budget is skewed due
to an endogeneity bias. Their main argument is that countries ‘already exhibiting a low
level of public debt [and therefore] might be more likely to coincide with stricter rules’.
In other words; it is not the rules that steer those countries towards fiscal consolidation,
but rather that a preference for fiscal prudence is endogenous to their fiscal frameworks.
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The adoption of fiscal rules is merely an expression of that pre-existing preference. This
reservation has also been made in the preceding chapters. As we alluded to in chapter 2,
an alternative approach could be to choose budgetary overruns of the health budget as
our dependent variable of interest, and estimate the potential impact of fiscal rules on that
variable. This would potentially show the strength of fiscal rules in redressing overruns,
without the propensity to spend more or less on health care as the intervening variable.
Such follow-up research could be performed, although it would pose clear challenges in
terms of data availability and comparability. Such information is not available through the
conventional repositories of the OECD, IMF or the World Health Organization (WHO) and
would thus require an in-depth review of consecutive budget statements of OECD members.
Such an approach would further deepen our knowledge on fiscal rules in the sense that it
would provide more qualitative information on the enforcement of the rule at hand. Since our
regression analyses were limited to dummy variables indicating if a fiscal rule was present for
a country in a given year, this did not provide insights into the strength of a rule. Follow-up
research in that area is thus recommended.
As motivated in chapter 2, fiscal rules are associated with lower levels of publicly funded
health care. Although this relationship is not of a strict causal nature, there is reason to
believe that fiscal rules do matter in relation to containing the health budget. I provide two
arguments to further support this view.
First, the risk for omitted variable bias as put forward by Heinemann et al. is relatively
contained in our research compared to other work that studies the budgetary impact
of fiscal rules. The authors point to an endogeneity bias that potentially undercuts the
aforementioned relationship. These studies however present (the level of) public debt as the
dependent variable of interest and explore the possible impact of fiscal rules on the debt.
In our research debt is part of the regression and presents a comparable potential impact
on the health budget. The level of debt is thus controlled for in our study. Furthermore, if
the presence of a fiscal rule would in reality serve as a proxy for a positive attitude towards
fiscal consolidation, there are equally important conclusions to be drawn. After all, there
previously existed no empirical evidence that suggested that an aptitude towards fiscal
prudence would, in the case of health care, effectively translate to lower levels of spending.
This seems to be the case and is not obvious when comparing this spending category to other
areas of the public budget. A fiscal optimist would argue that at least the health budget seems
susceptible for attempts to constrain it from the top down. An observation that, given the
endogenous nature of health care cost growth and the politically fraught nature of health
reforms, is hopeful in and of itself. As we have seen in chapter 3, a successful containment
strategy is cost shifting from the public to the private domain. In that sense, the costs will
ultimately be passed on to citizens.
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Second, the obtained sub results of our study – the varying possible impact of different
types of FR, the lagged effectiveness, the stratified susceptibility of FRs for different health
systems, etc. – points to a relationship that seems very well driven by the existence of fiscal
rules. This is to say that if omitted variable bias would exist, the existence of a rule would
align almost perfectly with a positive attitude towards fiscal consolidation. In such a case,
for example the explanation for the increased potential impact of fiscal rules when in a
budgetary system that includes a multi-year budget ceiling, (two percentage points compared
to systems without such ceiling, see chapter 2) would only be explicable by arguing that in
such stricter budgetary systems, fiscal prudence is also more present. This is off course very
well possible, but given the robustness of our results, gives rise to reservations.
Our view that fiscal rules for health can be successful in containing health care costs is
further strengthened by our results in chapter 4, in which we analyzed the budget cycle for
health in the United States and the Netherlands between 2010 – 2015. Both systems are
entitlement based, and both the literature on health budgeting (Schick 2009a; White 2013,
2014) as well as our empirical results reveal a dominant budget authority for these systems
in the budget process. As Schick (2009a) points out, entitlement based health systems are
generally accompanied by more comprehensive fiscal frameworks, including multi-year
expenditure ceilings and independent oversight. Within our studied timeframe, fiscal rules
for health were largely complied with, despite there was considerable political conflict on the
budget. Follow-up research could describe the budget cycle for health for a longer period
and for a number of diverging health systems, including for example the United Kingdom
(which is characterized by bureau budgeting rather than entitlement budgeting, see: White
1998), Switzerland (which is largely decentralized) and Germany (which is characterized
by shared decision-making between national and state authorities). Such research would
potentially point to varying susceptibility of different systems, a phenomenon that was
partially explored in chapter 2 in which we found that countries that are less focused on
active purchasing and have lower levels of regulation (‘Cluster I countries’ in the Wendt
typology) seem to have fewer levers to control costs through fiscal rules.
As discussed in our general introduction, Budina et al. (2012) state that the design features
of fiscal rules have become more encompassing over the past two decades. They have
constructed a ‘fiscal rules index’, which expresses the comprehensiveness of the framework
based on a number of sub-indices (legal basis, coverage, enforcement procedure, multi-year
expenditure ceiling, fiscal responsibility laws, independent body). Our research does not
account for increasing comprehensiveness of the rules based on such an index, although
we do introduce an interaction regression for some indices in chapter 2. This regression
suggests that the combination of a rule with a multi-year expenditure ceiling shows promise
in terms of cost containment. It is recommended to perform follow-up research which
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takes into account other sub-indices in order to assess what the impact of increased
comprehensiveness is on the strength of fiscal rules in relation to the health budget.
A further limitation of our research emerges when comparing the results in chapter 2
and 3. In chapter 2 we find that the presence of a fiscal rule is associated with some three
percent lower publicly funded health expenditures, whereas the presence of a (international)
balanced budget rule correlates with some eight percent lower expenses. In chapter 3
however, we only find a cost reducing effect of expenditure rules on the prevention budget.
Other parts of the health budget seem unaffected by an expenditure rule. In the case of a
balanced budget rule, we find that none of the sectoral budgets were impacted by that rule.
This discrepancy requires further research, but might cautiously be explained in two ways.
First, we have not studied the association between the rules and all parts of the health
budget. It might thus be that other parts of the budget are affected by the rules (we have
researched four out of eight spending categories, the remaining categories are Outpatient
curative and rehabilitative care; Ancillary services; Governance and health system and
financing administration; Other health care services unknown). These categories constitute
a smaller share of expenses and are more pluriform and cause that our results in chapter
3 do not fully align with those in chapter 2. Second, as we have observed that substantial
cost shifting to the private pockets occurs at the level of FR, we hypothesize that this is de
facto a more prevalent cost containment strategy than can be understood from our results
in chapter 2. Introducing a new regression in which total health expenditures, out-of-pocket
expenses and the publicly funded portion of the budget are compared could shed more
light on the prevalence of cost shifting from the public to the private domain with respect
to the health budget.
Chapter 5 provides an analysis of the assessments of recent health reforms in the United
States and the Netherland by their respective scoring agencies. A vast body of research on
health reforms in these countries in the past has focused on the reforms themselves, whereas
a novelty of our approach is that we analyze the assessments of the health reforms. Our
study corroborates the statement that both agencies increasingly rely on the latest scientific
insights: during the studied timeframe the appraisal of both agencies towards cashing in on
productivity gains has shifted. We noted in our introduction that the influence of scoring
agencies on the health budget varies widely throughout the OECD, as some agencies are
restricted to producing macro forecasts and overseeing budget implementation, while
others also provide independent advise on (fiscal) policy. In that sense, our analysis of the
assessments by the CBO and the CPB and the (informal) influence they have in the decision
making process, might be lopsided to some extent. To further generalize our findings and
provide OECD wide recommendations, follow-up research is needed into diverging agencies
with varying mandates.
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We now present a number of takeaways that could serve as a stepping-stone for future
research on fiscal rules for health. In our final paragraph, we look ahead and contemplate
some further steps that could be explored.

HOW DO MACRO FISCAL RULES INTERACT WITH THE MESO
AND MICRO LEVEL?
Fiscal rules at the macro level seem to hold cost-containing properties for publicly funded
health care. Yet, the interaction with the lower levels of government or with budgetary
targets at the provider level needs some further elaboration.

Budgetary targets at the provider level or fiscal federalism
In chapter 4 we found that, during our studied timeframe, strict adherence to fiscal policy
– including numerical fiscal rules and procedures to foster integral decision-making – in
both the United States and the Netherlands prevailed the process to come to politically
defensible policy measures. In the end, fiscal policy was the guide by which decision-making
was enforced, yet adherence to the budget process or the preset timeframe suffered at
the expense of a political deal. Based on these two case-studies, it appears that in the
political arena, political actors are very well guided by fiscal policy yet the application never
seems to become dogmatic. Seemingly small violations of fiscal policy, such as manipulating
timeframes or using under spending in one area to offset overruns in another (even if
formally forbidden), often prove to be the indispensable oil that greases the wheels of the
budget cycle for health. Overall fiscal targets however – for the Netherlands compliance with
the 3% deficit threshold, for the United States compliance with short-term deficit reduction
per the Budget Control Act 2011 – were met during that period.
Learning from this experience, the budget cycle for health for individual OECD countries
might benefit from the improvements that were acknowledged for both countries. One
improvement, as suggested by Rivlin and Domenici (2015), could be to introduce clear
spending targets for health entitlements in such cases where these entitlements are currently
not subject to discretionary caps. In the case of US social policy, Rivlin and Domenici
advocate spending targets for Medicare, Medicaid and Social Security. For other countries,
this could mean a spending target at the level of individual health sectors or government
programs (currently Switzerland is in the process of implementing provider-level budget
caps, see: Swiss Federal Office of Public Health 2013). Introducing such targets will possibly
strengthen the role of the legislative branch of government in decisions on the health budget
and decisions will thus be more politically acceptable – an apparent precondition to a
politically fraught policy domain. In any case, setting a clear budgetary target will trigger
a political debate on (the level of) health expenditures, which will reinvigorate the public
debate on (the sustainability of) the health system.
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Such improvements might seem particularly relevant for systems that rely on private
health insurance, which dispose of fewer top-down instruments to control costs. For
example, a sectoral budget for the curative care, combined with a policy agenda that
focuses on productivity gains could prove to be a powerful tool to contain costs at the
macro level. In the Netherlands, since 2012, there have been agreements with the sector
(hospitals, insurance companies, medical professionals) to limit curative care growth by
focusing on demedicalization, strengthening the gatekeeper function, deregulation of the
medical profession, while providing impulses for the health labor market. The agreement
is enforceable by the government, and thus validated by the Dutch scoring agency CPB
(although the CPB did not validate all budgetary effects of the recent Health Agreement,
see: CPB 2017), through a Macro Controlling Instrument (MCI), which allows for a recoup
at the level of individual health care providers if a budgetary overrun occurs at the macro
level. Providers as a group are thus enticed to contain costs, however, efficient hospitals are
required to refund as well in case of overruns, which makes the instrument not well targeted
and thereby rather blunt (Schut, Sorbe, and Høj 2013). Up to now, the instrument has not
been deployed and discussions carry on how to create more sophisticated alternatives for
such ex-post enforcement mechanism.
In 2016, the Netherlands Court of Audit researched the health agreements for the curative
care between 2010 and 2013. The Court was critical of the high cost growth of Dutch
health care and aimed to gain more insight into the quality and availability of information
on health care cost growth, and the possibilities of the Dutch health care system to contain
the level of health care costs. The overall picture in the report revealed that health care
sectors stayed well within their respective budgets in the studied timeframe, except for
2012 when the hospital sector did experience some budgetary overruns. The Court of
Audit continues to conclude that the agreements most probably have contributed to the
containment of the costs of that particular sector (Algemene Rekenkamer 2016). Support for
containment measures from parties involved, combined with a strict financial framework at
the macro level thus seem to hold powerful properties to contain costs. One should however
take into consideration the corporatist nature of policymaking in the Netherlands, which is
largely based on consensus driven decisions. One-to-one translating such measures to other
countries and institutional settings should thus be approached with caution.
In the United Kingdom, ‘soft’ or target budgets are used at the health care provider level.
Based on statistical estimates of the needs of the population served, target budgets are
calculated for different regions of England, which are then negotiated through the budget
cycle (Boyle 2011; Stabile et al. 2013). In this respect, research by Levaggi (2018) is of
interest. She argues that soft budget constraints will always produce welfare loss and should
be avoided as the expectation of a bailout ‘weakens budget constraints and induces agents
to behave strategically’. However, she argues, at the hospital level, soft budget constraints
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may be the best strategy to ‘cope with uncertainty and the asymmetry in objectives and
constraints that characterize the market for health care’. If however being bailed out is a
variable, the beneficial effects of a soft target are always lost. This conclusion is shared
in earlier work by the IMF (Crivelli, Leive, and Stratmann 2010) which has found that soft
budget constraints, which in that study is defined as the expectation for a central government
bailout, have partly contributed to the rapid rise of health care spending.
Levaggi additionally points to the importance of voter-behavior in decentralized systems:
voters will – although health care in such a system is often delegated to local authorities –
ultimately hold the central government responsible for its provision. In the presence of fiscal
imbalances, Levaggi in that context argues that fiscal federalism is not advisable.
The above leads us to the following. First, the Dutch example shows that rule-based
cost containment policies at the macro level combined with a policy agenda focusing on
competition and cashing in on efficiency gains at lower levels can provide a successful
framework to control health care costs. However, if a provider bailout is employed as a
measure of last resort, there will be welfare loss that nullifies any potential gains, since this
will induce strategic behavior of actors. This claim is further substantiated by OECD wide
research (Crivelli, Leive, and Stratmann 2010). Macro fiscal control of the budget can thus
function as an anchor to curb costs at the provider level if the ultimate consequence is that
a provider can go bankrupt. This advocates hard budgetary targets for health. Second, as
the central government in many OECD countries is ultimately responsible for the overall
health budget, the electorate will hold that same central government accountable for cost
containment of that budget. If the primacy of the health budget would be with the regions,
a bailout at that level would be more understandable, whereas if it would be with the central
government, budget constraints could be more politically accepted in times of fiscal stress.
In line with Levaggi, we argue that in the case of fiscal imbalances, the primacy for cost
containment should thus lie within the central government and the legislature. Introducing
budget targets for individual health sectors can help to reinvigorate the political debate on
health care costs at the macro level and facilitate discussions on possible austerity measures
for health.

Macro rules and micro efficiency
An important follow-up question focuses on the relationship between the macro fiscal
framework and pursued efficiencies at other levels of decision-making. As governments
increasingly look for ways to improve the efficiency of the health sector, scoring agencies
gain importance as neutral arbiters of the viability of health reforms and the validity of the
assumed budgetary returns of productivity measures. As our case studies in chapter 5 have
shown, in the Netherlands and the United States, these agencies increasingly look for ways
to validate such measures.
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Scoring agencies in two ways play an important role in respect to cashing in on efficiency
gains and increasing the robustness and credibility of expenditures under the health budget
in such health systems. Firstly, initiatives to further sophisticate budgetary projections
seem paramount. In this respect, an avenue for follow-up research could be to assess the
influence of scoring agencies through their macro forecasts of the health budget. Astolfi
et al. (2012) reviewed 25 models that forecast health spending. They find that virtually all
models accounted for demographic shifts in the population, yet technological innovation and
health-seeking behavior are the least understood. However, approaches are emerging that
do enable questions relating to the ‘introduction of policies related to prevention, treatment,
organization and financing of care, technological innovation and health sector productivity’
(Marino et al. 2017; Murthy and Okunade 2016; Okunade and Osmani 2018). This links
interestingly to our research. If such models ex-ante reliably take into account assumed
productivity gains as described in chapter 5, then health forecasts could potentially provide
more predictable budgets at the outset and compliance with fiscal rules could be a more
widely observed phenomenon. Reuter (2017) in this respect is of the opinion that debating
the optimal design of a fiscal rules based framework might be valuable, however a more
important question might be ‘which actual numerical limits the rules are setting’. Further
investigation into forecasting models thus seems of particular interest. Recent empirical
research into budget forecasts by scoring agencies reveals that they seem to eliminate
optimistic biases and improve their accuracy (Beetsma et al. 2019). Interestingly, Beetsma et
al. additionally find that deliberate efforts to boost ex-ante compliance with the rules through
rosy forecasts results in lower ex-post compliance. This stresses the importance of further
refining independent forecasting methods and improving the quality of ex-ante forecasts.
Secondly, as discussed in chapter 5, external validation of measures aimed at increased
efficiency seems of relevance to manage health care costs in the long term. A necessary
precondition for scoring agencies to validate such measures is however that measures
ultimately are enforceable by the government. Governments predominantly within Social
Health Insurance systems will however potentially run against the political limits of
containing the health budget through the limiting the benefit package and raising out-ofpocket expenditures. Further exploring ways in which efficiency gains can be cashed in
and externally validated thus seems of importance to counteract rising health care costs.
Macro budgetary control through fiscal rules is important to address future challenges
to contain the health budget. The rules matter, as we have seen in previous chapters,
although understanding the institutional context is important to estimate its potential effect
on the budget. Much attention of OECD countries is going into making transparent existing
productivity gains and capitalizing on them. A next step should be to further improve exante forecasts of the budget based on these efforts. This could boost credibility of the rules
themselves, as the actual limits the rules are setting are then observed more often. This
uncovers a direct relationship between the macro rules and micro efficiencies. When further
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studying the fiscal policy framework for health, policy makers should be wary of this and
apply a comprehensive approach.

HOW TO STRENGTHEN THE (POLITICAL) LEGITIMACY OF
FISCAL RULES FOR HEALTH?
The political susceptibility of fiscal rules is addressed by Csaba G. Tóth (2018), who
studied the difference between newly introduced fiscal rules and inherited ones in periods
of economic upturn. In a recent study, he adds nuance to the potential impact of fiscal
rules on public budgets. Tóth’s study indicates that national fiscal rules do contribute to
continued fiscal discipline after a change in government. His results do however indicate that
governments that introduce fiscal rules do so mainly for signaling purposes – the attitude
towards fiscal prudence was often already present. A successive government that inherits
this rule, however uses the rule to limit discretion ‘in order to promote continued fiscal
discipline’ (Tóth 2018, 21). The results from Tóth’s study raise relevant follow-up questions
for the impact of rules on the level of publicly financed health care expenditure. After all,
as has been widely reported in this dissertation, health care cut backs are often politically
fraught and the legitimacy of fiscally stringent policies for health is continuously debated. If
the incumbent government proposes cutbacks on health entitlements prompted by inherited
fiscal rules, political legitimacy for the cutbacks might be very limited or even absent. For
example, a proposal to raise out-of-pocket costs or to limit the benefit package can have
far-reaching consequences for (parts of the) the electorate and will require politicians to
be accountable for such choices in the political arena. If these choices are prompted by a
fiscal rule that was introduced by a previous administration, this could ultimately lead to the
withdrawal of the proposed policy measure and as an ultimate consequence a deliberate
overrun of the health budget. The hypothesis could thus be that specifically for health or
policy areas that are equally contentious, results would not be in line with Tóth’s findings:
a change of government accompanied with inherited rules would then mean abandonment
of the rule. The political legitimacy of fiscal rules for health might thus be increased if
governments actively embrace the rules in relation to the health budget at the outset of a
new government term. Further research might provide valuable insights into the limits of
politicians to promote and enforce fiscal policy under various circumstances and the political
acceptability of health care austerity measures.

HOW POWERFUL IS THE EUROPEAN FISCAL FRAMEWORK
FOR HEALTH?
In chapter 2, we noted that the application of fiscal rules within the European fiscal framework
(in our regressions: ‘international balanced budget rules’) shows the most promise in terms
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of its limiting effect on the level of publicly funded health care expenditure. On average, we
showed that such a rule is associated with some eight percent lower expenditure.
However, one of the main critiques on European integration is that the mechanisms of
coordination are of an economic (freedom of goods, people and services) and monetary
nature, rather than political. The lack of political coordination within the European Union has
given rise to skepticism in the recent past of the effectiveness of European policies ranging
from immigration to the environment. In terms of compliance with fiscal policy, research
shows a comparable grim picture. Begg (2017, 5) for example notes that compliance of
fiscal policy within the EU remains disappointing, as ‘half of the Euro Area members have
missed the 60 percent debt target more than half of the time since 1999 […]’. Instances
of large member states that showed clear non-compliance with EU fiscal targets, such as
France and Germany in 2002 and 2003, or the 2016 decision to cancel fines for Portugal
and Spain have additionally undermined the credibility of EU fiscal policy. Earlier research
from 2004 by De Haan et al. (2004, 16) suggests that the Stability and Growth Pact shows
clear shortcomings in terms of enforcement mechanisms. They conclude that ‘large member
states are less likely to be constrained by the rules in place than small member states and
that there is potential for herd behavior in violating the rules of the Pact’.
A counter argument to this could however be that the restraining effect of EU fiscal policy
is very well present. It might be that the debt target is not met in more than half of the time,
it does however mean that the target ís met the other almost half of the time. Breaching
the rules might have an important signaling function throughout the EU. The economic
and financial crisis of 2008 hit Europe hard, with budget cuts for health care in many
countries (Reeves, McKee, and Stuckler 2015). In countries such as Spain or Greece this
led to increased unmet health care needs amongst the population, largely as a result of the
European fiscal framework (Legido-Quigley et al. 2013; Petmesidou, Pavolini, and Guillén
2014; Zavras et al. 2016). Fiscal policy can thus have a (hidden) ‘anchor effect’ in terms of
its impact on containing the budget.
So how does all of this resonate with our conclusion in chapter 2 that fiscal rules seem to
have had the most impact on the level of health expenditure within the EU fiscal framework?
Bearing in mind that the effect of fiscal rules is still relatively modest (we pointed to the
fact that the limiting effect of a fiscal rule is in line with the effect of the level of debt on
the budget, and translates to a per capita decrease in health spending of around $ 100.(based on the 2017 OECD average health spending of $ 3.857, source: OECD 2019), the
EU balanced budget rules should not be seen as a panacea to instantaneously resolving
observed fiscal imbalances of individual member states. The political will to comply with the
rules seems rather best achieved through broad consensus among domestic actors, and,
as Kopits points out ‘[…] a supranational framework […] can serve merely as an envelope
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for national fiscal rules, but cannot be a substitute for them’ (2012, 394). The potential
of balanced budget rules specific for publicly funded health care should thus be seen as
a support that EU fiscal policies do provide a relevant framework through which stronger
fiscal discipline can be achieved.
A relevant follow-up question is in what way EU country specific recommendations (CSR)
for health, impact decision making at the national level. Azzopardi-Muscat et al. (2015)
have shown that health systems are given increased attention by European institutions.
The research shows that CSRs increasingly focus on the sustainability of finances, rather
than on access and quality of health care. This paradigm shift seems to be caused by the
onset of the financial and economic crisis of 2008. This notion, combined with our research
further strengthens the idea that a budgetary framework based on fiscal rules such as the
European Semester – a framework for the coordination of economic policies across the
European Union – fundamentally changes the discourse on health care policies and health
reform. The interaction between supranational balanced budget rules that focus on shortterm fiscal objectives and CSRs that dictate a more fundamental revision of a health system
might provide a comprehensive fiscal framework. Although health care remains a policy
domain that belongs to national governments, this could mean an incremental shift towards
more EU interference with health policies. The political susceptibility at the national level
thereof should be further examined.

STRONG FISCAL RULES FOR HEALTH MIGHT HAVE AN
ADVERSE IMPACT ON SOCIO-ECONOMIC INEQUALITIES
In chapter 3 and 4 we have found evidence of the potential of fiscal rules to target certain
areas of the budget instead of others and of budgetary outcomes prevailing the budget
process. These results give rise to the question if fiscal rules for health cause allocational
inequalities.
As briefly discussed in chapter 2, Dahan and Strawczynski (2013) found an unintended
reduction in social transfers relative to government consumption caused by fiscal rules. To
the extent that a lower level of assistance is associated with higher income inequality and
poverty, this compositional shift increases voter dissatisfaction with fiscal policy in general.
More recently, Hartwig and Sturm (2019) have found that in countries where ‘hard’ fiscal
rules, i.e. rules that are reinforced by sanctions, have been in place for several years,
there is an increase in inequality based on disposable income measures. Both studies thus
show the potential of fiscal rules to crowd out social expenditures at the expense of other
government spending categories.
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A relevant avenue for further research seems the potential relation between fiscal rules
for health and health inequality, defined as differences in health across individuals in the
population (Gakidou, Murray, and Frenk 2000). Our exploration in chapter 3 points to the
cost containment potential of fiscal rules in the area of prevention and cost shifting towards
out-of-pocket funding, these categories being of interest with respect to health inequalities.
With regards to prevention, several studies (Damiani et al. 2012; von Wagner et al. 2011;
Whitaker et al. 2011) have found that the uptake in the low Social Economic Status (SES)
for preventive screening programs was relatively low, leading von Wagner et al. to conclude
that ‘action to promote equality of uptake is needed to avoid widening inequalities in cancer
mortality’ (2011, 713). Cutbacks on prevention in that sense might further put a strain on
the uptake of screening programs by the low SES. With regards to expenditure on outof-pockets and voluntary schemes, as briefly touched upon in chapter 3, shifting budgets
from the public to the private domain potentially interferes with the fundamental health
policy goal of financial protection and access to health care facilities. Findings of Devaux
and Looper (2012) further underline the importance of broad health insurance coverage to
improve access, as the authors associate a greater share of out-of-pocket payments with
inequity in specialist and dental care.
Our empirical evidence supports the notion that fiscal rules might form a hindrance to policy
objectives aimed at universal access and the affordability of health services. The observed
preference for increasing the out-of-pocket payments to contain costs and cutting back on
preventive care spending, might weigh more heavily on the indigent. Policymakers should
thus be wary of the potential of fiscal rules to increase health inequalities. Combining a fiscal
rule based framework with strong legal protection to strengthen population health for the
most needy should thus be considered if the objective is to counteract the potential negative
redistributive consequences of fiscal policy. Our results from chapter 3 could provide input
for policy makers when designing their fiscal frameworks. As some parts of the budget
seem better protected from cuts than others, a policy avenue might be to acknowledge
these differences and to model the fiscal framework accordingly. A concrete example of
such a modification could be to build in a form of protection against passing on costs to the
individual as a result of fiscal policy, by predetermining explicitly the ratio of public versus
private health care expenditures for a government term. Analogous with a MTEF that sets
the macro budget, one could introduce a rule that prescribes the allowed growth rate of
private contributions in comparison to public expenditures. If the incumbent government is
confronted with the need to contain the costs, other areas of the health budget should be
first explored before directly shifting costs from the public to the private domain.
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FINAL REMARKS
In this dissertation, we have aimed to give context and color to the observation of Thomas
E. Getzen (2000), that ‘[at the macro-level,] budget constraints are determinative for the
amount of resources allocated, rather than ‘the amount of disease’. We have uncovered the
association between the existence of fiscal rules and publicly funded health care expenditure,
and have researched the budget process for health including the role of scoring agencies
therein.
On the basis of our research in preceding chapters, we conclude that fiscal rules for health
matter in the context of containing the health budget. To strengthen a fiscal rules based
framework for health and improve the societal acceptance of the rules, we offer a few final
strands that could be further developed based on our findings in preceding chapters. First,
the aggregate numbers that are controlled by fiscal rules (the macro health budget) should
further gain credibility through external validation of policy proposals and strengthening
budget forecasts. If ex-ante budget forecasts are strengthened, the risk for budgetary
overruns decreases, contributing to a more stable policy environment. Scoring agencies
can play an important role in this respect. Second, a macro fiscal framework should be
accompanied by a substantive policy agenda aimed at quality and cost containment at
lower levels. This allows for necessary budget restrictions at the highest levels whilst
accommodating flexibility at the level of health care providers and insurers. The combination
of both increases support for a top-down fiscal framework. Third, to increase the political
susceptibility and legitimacy of fiscal rules, any fiscal framework should be preceded by a
strong legal framework to counteract the potential negative side effects in terms of health
disparities. This development could further support the social acceptance of fiscal rules.
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SUMMARY
Countries within the Organisation for Economic Co-operation and Development (OECD)
saw a rise in publicly funded health care expenditure as a percentage of their gross domestic
product (GDP) from an average of 7 percent in 1995 to some 9 percent in 2018, with
outliers in Sweden (11 percent), Switzerland (12 percent) and the Netherlands (10 percent).
Many benefits are associated with this increased expenditure: people generally live longer
while in good health and diseases that were once lethal now are often chronic conditions,
provided the right treatment is available. At the same time, as health systems throughout the
OECD have become more costly, inefficiencies have arisen. Exemplary to this development
are overtreatment and low-value care, failures of coordination and the ‘stretching
of entitlements’. The result of which has been increased health care utilization, higher
administrative costs and higher health care costs per capita. Governments continuously
grapple with the high growth trajectory of health care as in the medium to long-term, health
care costs might push away other collectively financed expenditures.
A 2012 IMF study has shown that, in order to contain public budgets, governments have
increasingly been implementing fiscal rules over the past decades (Budina et al. 2012).
Many of the rules countries use are also targeted at the health budget, yet little empirical
evidence exists on their success for that part of the budget. At the same time, the health
budget holds a distinct position on the public budget: developments such as aging and the
spread of medical technologies are largely autonomous cost drivers of which the real world
susceptibility to fiscal policy can be questioned. There is thus good reason to study the fiscal
rules for health in more detail. In this dissertation, we describe the fiscal rules for publicly
funded health care and based on empirical evidence, assess their impact on the total budget
of the government and identify their respective successes and pitfalls.
In chapter 2, we examine the potential relationship between fiscal rules and the health
budget for 32 OECD countries. We estimate the association between fiscal rules and
its subcategories and inflation adjusted public health care expenditure. We find that the
presence of a fiscal rule on average is associated with a 3% reduction of public health
care expenditure. Supranational balanced budget rules are associated with some 8%
lower expenditure. Health service provision-oriented countries, such as Austria, Belgium
and Germany, with more passive purchasing structures seem less capable of containing
costs through fiscal rules. We also find that the rules demonstrate lagged effectiveness;
the potential for expenditure reduction increases after one and two years of fiscal rule
implementation. Finally, we find evidence that fiscal frameworks that incorporate multi-year
expenditure ceilings show additional potential for cost control. Expanding on this study, in
chapter 3 we assess what the relation is between fiscal rules for health and cost containing
strategies such as cost shifting, budget setting or volume controls. Our results primarily
show that fiscal rules seem to have prompted cost shifting from the public to the private
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domain. They are also associated with an upward pressure on the number of hospital beds.
Expenditure rules seem to have had a direct limiting effect on preventive care expenditure,
whereas the curative and pharmaceutical care sector seemed more protected from budget
cuts. Remarkably, long-term care showed higher expenses in years when an expenditure rule
was in place. Especially for curative care, time lags indicate that fiscal policy does become
effective after one or two years of rule implementation. Capital investments seemed to be
unaffected by fiscal policy. While fiscal rules may be important to contain costs, the effect
of different types of fiscal rules on different types of spending categories is thus mixed,
while cost-shifting to peoples’ private pockets is an important outcome of the budgetary
process. We can thus state that the governance of the health budget at the macro level
through fiscal rules is not a neutral exercise, but has implications in terms of provision of
and access to health care.
Our qualitative research then focuses on the budget process for health and on the
assessment of health reforms by independent scoring agencies. The former study discusses
the relation between the rules and the budget process, whereas the latter research focuses
on the assessment of health policies that are disciplined by fiscal rules. We perform two
case studies in both of which we focus on the Netherlands and the United States from 2006
onwards. Since OECD-wide empirical evidence on the budget process for health is minimal,
we aim to gain more insight by conducting in-depth case study research. Our rationale for
studying the Netherlands and the United States within this timeframe is that both health
systems are entitlement based, yet budget for them in different ways. The financial and
economic crisis of 2008 was explicit in both countries and prompted significant austerity
measures, yet both countries had distinct responses to the crisis. Whereas the United States
implemented strong counter-cyclical policies that considerably increased public debt levels,
fiscal policy in the Netherlands was characterized as that of ‘slight stimulus’. In addition,
both countries experienced a substantive overhaul of the health system in the studied
timeframe. In the Netherlands, the Health Insurance Act was adopted and implemented
in 2006, whereas in the US the Patient Protection and Affordable Care Act (‘Obamacare’)
was introduced in 2010.
Our analysis of the budget cycles in the US and the Netherlands shows that fiscal rules can
have an impact on the rationing of health care. In the studied timeframe, the rules seemed
to have more impact on budget outcomes than on the budget process itself. In addition,
we found that the convergence of fiscal and program policy objectives seems to be better
accomplished in a budgetary system that applies enforceable budget ceilings.
We then analyze the assessment of these two health reforms by the Congressional Budget
Office (CBO) in the United States and the Bureau for Economic Policy Analysis (CPB) in the
Netherlands. Both reforms aim to capitalize on productivity gains, which is appealing for
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policymakers because of the potential for cost savings while maintaining – or enhancing –
quality and access to care. We find that scoring agencies have rightfully been reluctant to
assign significant savings to these measures. With regard to cost savings, both agencies favor
more traditional policy measures such as reducing entitlements or increasing copayments
over cost-reducing measures of efficiency. With respect to the latter, they are however
increasingly mapping out loose ends and dilemmas for payers, including information
asymmetries, reputation issues and provider business models that contradict the goals of
policymakers.
In this dissertation, we set out to uncover the association between fiscal rules and publicly
funded health care expenditure, and have researched the budget process for health including
the role of scoring agencies therein. On the basis of our research we conclude that fiscal
rules for health matter in the context of containing the health budget. We provide three
avenues for further research. First, we argue that the aggregate numbers that are controlled
by fiscal rules (the macro health budget) should further gain credibility through external
validation of policy proposals and strengthening of budget forecasts. This is particularly
important because if ex-ante budgeting is strengthened, a more stable policy environment
is created, which ultimately leads to better compliance with the rules. Second, we argue that
a macro fiscal framework should be accompanied by a substantive policy agenda aimed at
quality and cost containment at lower levels. This allows for necessary budget restrictions
at the highest levels whilst accommodating flexibility at the level of health care providers and
insurers. The combination of both increases support for a top-down fiscal framework. Third,
to increase the political susceptibility and legitimacy of fiscal rules, any fiscal framework
should be preceded by a strong legal framework to counteract the potential negative side
effects in terms of health disparities. This development could further support the social
acceptance of fiscal rules.
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SAMENVATTING
Hoe beheersen landen binnen de Organisatie voor Economische Samenwerking en
Ontwikkeling (OESO) hun zorguitgaven? Welk begrotingsbeleid kan hiertoe worden ingezet,
wat zijn de kenmerken van dergelijk beleid, en is het succesvol? Deze vragen houden veel
westerse landen bezig. Een manier om de uitgaven top-down met begrotingsbeleid te
beheersen is door middel van begrotingsregels. Dat zijn regels die een vooraf bepaalde limiet
stellen aan de uitgaven, bijvoorbeeld door middel van een meerjarig uitgavenplafond. Indien
de uitgaven het vastgestelde plafond overstijgen, kunnen er bezuinigingsmaatregelen worden
getroffen. Het succes van begrotingsregels om de zorguitgaven te beheersen is tot op heden
niet empirisch onderzocht en er is enige reden om aan te nemen dat de effectiviteit van deze
regels voor de zorg beperkter lijkt dan voor andere onderdelen op de Rijksbegroting: de zorg
kenmerkt zich immers door autonome kostendrijvers (zoals de vergrijzing en de toepassing
van medische technologie), betrouwbare informatie over de uitgavenontwikkeling van de zorg
is vaak beperkt beschikbaar en een groot deel van de zorguitgaven ligt meerjarig vast als
gevolg van verzekerde aanspraken in het pakket (denk in Nederland aan het verzekerd pakket
op grond van de Zorgverzekeringswet en verzekerde aanspraken binnen de Wet langdurige
zorg). Dit roept de vraag op of het inzetten van begrotingsregels om de zorguitgaven te
beheersen wel succesvol is, hoe OESO-landen met de regels omgaan en welke factoren van
invloed zijn op het succes. Om dit te onderzoeken, richten we ons in dit proefschrift op de
interactie tussen begrotingsregels en het collectief gefinancierde deel van de zorguitgaven.
Door dit te doen proberen we een bijdrage te leveren aan de literatuur over begrotingsbeleid
in relatie tot uitgavenbeheersing van de zorg binnen de OESO.
De afgelopen decennia zijn de zorguitgaven als percentage van het bruto binnenlands
product (bbp) fors gestegen. Gaven OESO-landen in 1995 nog gemiddeld circa 7 procent van
hun bbp uit aan collectief gefinancierde zorg, inmiddels is dat opgelopen tot circa 9 procent
in 2018. Dergelijke cijfers klinken misschien abstract, maar vertalen zich rechtstreeks in
een verlies aan koopkracht voor burgers of in een beperking van het voorzieningenniveau
van andere onderdelen van de Rijksbegroting. In Nederland vertaalt een toename van een
procentpunt zorguitgaven ten opzichte van het bbp zich in circa € 400,- aan aanvullende
zorgkosten voor de burger per jaar. Dit zijn extra uitgaven die direct concurreren met
andere private uitgaven of met collectief gefinancierde uitgaven aan bijvoorbeeld onderwijs
of sociale zekerheid. Het is dan ook niet zonder reden dat het beheersen van de zorguitgaven
in de afgelopen twee decennia hoog op de agenda van OESO-landen is komen te staan.
Tegenover de almaar stijgende zorguitgaven en de uitdagingen om met de gevolgen ervan
om te gaan, staat ook een positieve ontwikkeling. De gezondheidszorg levert de samenleving
immers veel op: we leven langer in goede gezondheid en veel ziekten die voorheen dodelijk
waren zijn nu chronische ziekten indien de juiste behandeling voorhanden is. Deze positieve
trend van almaar toenemende gezondheidswinst kan moeilijk ondergewaardeerd worden
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en kent ook spill-over effecten naar andere delen van de samenleving: een gezondere
arbeidsmarkt brengt immers een sterkere en veerkrachtigere economie voort. Tegelijkertijd
is er binnen de OESO ook sprake van ondoelmatige zorg: medicalisering, het oprekken
van aanspraken, gebrekkige zorgcoördinatie, administratieve complexiteit, met aan het
einde van het spectrum fraude en misbruik zijn in meer of mindere mate aanwezig in de
gezondheidszorg. Een voorzichtige inschatting is dat circa 20 procent aan ‘onnodige’ zorg
bestaat, met geen positieve invloed op kwaliteit (Berwick and Hackbarth 2012; Swensen et al.
2011). Westerse landen zijn dan ook voortdurend op zoek naar manieren om verspilling tegen
te gaan: er worden atlassen geproduceerd die zorgvariatie in kaart brengen en vaststellen
of ingrepen medisch gezien te rechtvaardigen zijn. Door middel van Health Technology
Assessments (HTA) inventariseert en valideert men nieuwe medische toepassingen, toegang
tot de eerstelijnszorg wordt versterkt om duurder ziekenhuisbezoek tegen te gaan en het
gebruik van generieke geneesmiddelen wordt gestimuleerd. Recenter past men nieuwe
bekostigingsvormen toe als pay-for-performance of populatiebekostiging die zich richten
op het verder vergroten van de doelmatigheid van de zorg.
Overheden, beleidsmakers en academici zijn dus in meerderheid op zoek naar de ‘best
bang for the buck’; manieren om de zorguitgaven te beteugelen zonder dat de kwaliteit
of toegankelijkheid er onder lijdt. In hun zoektocht naar betere uitgavenbeheersing van
de zorg, grijpen zij daarnaast in toenemende mate naar begrotingsbeleid en specifiek
begrotingsregels.
Het begrotingsproces in de meeste OESO-landen doorloopt vier stadia. Aan het begin wordt
binnen een ministerie een conceptbegroting opgesteld, die door de uitvoerende macht bij het
parlement (de controlerende macht) wordt ingediend. De parlementaire behandeling eindigt
met een formele begrotingswet, waarna de implementatie van beleid volgt. Het proces
eindigt met de verantwoordingsfase waarin de overheid verantwoording aflegt over het door
haar gevoerde beleid. In veel OESO-landen spelen begrotingsregels een belangrijke rol in
dit begrotingsproces. Ze worden gebruikt om grenzen te stellen aan beleidsdoelstellingen
en deze in samenhang te kunnen beoordelen. De regels kunnen betrekking hebben op de
uitgaven- of inkomstenkant van de begroting en variëren in reikwijdte. Sommige regels
kennen een automatisch correctiemechanisme dat in werking treedt zodra bepaalde
indicatoren zoals het begrotingssaldo of -schuld uit de pas lopen, anderen beogen de
beheersing verder te versterken door meerjarige plafonds toe te passen. Weer andere
regels zien niet alleen toe op de macro-uitgaven, maar zijn ook van toepassing op decentrale
uitgaven.
Een IMF-studie uit 2012 laat zien dat in de afgelopen decennia sprake is van een flinke toename
van het gebruik van begrotingsregels, zowel in de ontwikkelde als ontwikkelingslanden. Na
de financieel en economische crisis van 2008 zijn begrotingsregels in veel landen verder
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aangescherpt door deze te combineren met voornoemde meerjarige plafonds of een stevige
verankering ervan in de wet. In EU-verband is het Verdrag van Maastricht uit 1992 van
belang. In dit verdrag is geregeld dat het begrotingstekort niet meer dan 3% van het bbp
mag bedragen, en de begrotingsschuld niet meer dan 60%. Indien lidstaten zich hier niet
aan houden dan volgen in beginsel sancties.
Figuur 1 – De aanwezigheid van begrotingsregels in OESO-landen voor collectief gefinancierde zorguitgaven tussen 1985 en 2014

Bron: IMF 2015

Gelijktijdig aan de verspreiding van en in aanvulling op begrotingsregels hebben
onafhankelijke ramingsinstituten de afgelopen decennia aan populariteit gewonnen.
Deze organisaties hebben vaak een eigen mandaat, los van de overheid, en analyseren
begrotingsvoorstellen, stellen ramingen op en/of kwantificeren de impact van hervormingen.
Zij vergroten daarmee de begrotingsdiscipline en de transparantie van het begrotingsproces.
In Nederland heeft het Centraal Planbureau (CPB) deze taken. Het begrotingsbeleid, de
regels en de ramingsinstituten passen in de bredere budgettaire governance: het totaal aan
regels en instituten dat vorm geeft aan het begrotingsproces binnen een land.
In de periode dat de verzorgingsstaat werd vormgegeven en uitgebreid, werd daarmee
de zorg in toenemende mate verankerd in verzekerde aanspraken. Vanuit het perspectief
van het begrotingsbeleid betekende dit dat de zorg daarmee een meerjarige hypotheek
plaatste op de Rijksbegroting, aangezien het terugdraaien (of introduceren) van zorgbeleid
in toenemende mate gepaard ging met een wetgevingstraject. Dit beperkt de mogelijkheden
voor overheden om te sturen op de uitgaven, in ieder geval op de korte termijn. Daarnaast

151

Samenvatting

kennen veel landen ‘open aanspraken’. Dit betekent dat nieuwe behandelingen automatisch
het verzekerd pakket instromen. Er zijn daardoor in principe geen administratieve barrières
die het zorggebruik aan banden leggen. Deze ontwikkelingen hebben veel landen binnen
de OESO ertoe aangezet om na te denken over de het beheersinstrumentarium dat zij ter
beschikking hebben om de publiek gefinancierde zorguitgaven te beheersen, en hier concrete
maatregelen voor te treffen.
Dit proefschrift beoogt een bijdrage te leveren aan de literatuur over begrotingsregels voor
de zorg. Dit doen we op een aantal manieren. Het vertrekpunt van ons onderzoek is om
empirisch vast te stellen of begrotingsregels een uitgavenbeperkende werking hebben op de
collectief gefinancierde zorg. Een dergelijk onderzoek is gerechtvaardigd omdat we aan de
ene kant een toegenomen aandacht voor begrotingsbeleid en begrotingsregels waarnemen
binnen de OESO, terwijl tegelijkertijd de zorguitgaven als percentage van het bbp aanzienlijk
zijn toegenomen. De projecties voor de komende decennia laten verdere stijgingen zien.
Vervolgens onderzoeken we op welke wijze het toepassen van begrotingsregels voor de
zorg zich vertaalt in concrete bezuinigingsmaatregelen. Begrotingsregels zijn de jure
arrangementen: de regels stellen weliswaar een limiet aan de totale uitgaven, maar zijn
niet richtinggevend hoe hier in de praktijk invulling aan wordt gegeven. Daarbij is politiek
draagvlak cruciaal voor het succes van begrotingsregels. Indien dit ontbreekt, zullen de regels
in de praktijk weinig effectief blijken. Wij onderzoeken het potentieel van begrotingsregels
om de uitgaven te beheersen en of zij richtinggevend kunnen zijn ten aanzien van het
type maatregel dat getroffen wordt. Dan onderzoeken wij hoe begrotingsregels worden
toegepast in het begrotingsproces. Dit geeft ons meer kwalitatieve informatie over hoe
het begrotingsproces voor de zorg is ingericht en of en op welke wijze begrotingsregels
instrumenteel kunnen zijn aan het beheersen van de uitgaven. Tot slot onderzoeken wij de
rol van onafhankelijke ramingsinstituten in het begrotingsproces. Dit stelt ons in staat om
begrotingsregels te plaatsen tegen de achtergrond van de budgettaire governance van de
zorg: het stelsel van instituties en regels dat bepalend is voor de allocatie van de middelen
op de zorgbegroting.
Onze invalshoek daarbij is tweeledig. Het kwantitatieve deel van het proefschrift
(hoofdstukken 2 en 3) richt zich op de mogelijke impact van begrotingsregels op het
publiek gefinancierde deel van de zorgbegroting. We onderzoeken de mogelijke impact
van begrotingsregels en op welke wijze begrotingsregels op het macroniveau zich mogelijk
vertalen in concrete bezuinigingsmaatregelen. Ons kwalitatief onderzoek richt zich
vervolgens op het begrotingsproces voor de zorg en op de validatie van zorghervormingen
door onafhankelijk ramingsinstituten (hoofdstukken 4 en 5). Hoofdstuk 4 richt zich daarbij
op de relatie tussen begrotingsregels en het begrotingsproces, terwijl hoofdstuk 5 zich juist
focust op het beleid dat gedisciplineerd wordt door de regels. We voeren in die hoofdstukken
twee case studies uit waarbij we ons richten op ingevoerde zorghervormingen in Nederland
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en de Verenigde Staten vanaf 2006 (de introductie van de Zorgverzekeringswet in Nederland
en de introductie van de Patient Protection and Affordable Care Act in de VS). We kijken
daarbij specifiek naar de wijze waarop het CPB en de Congressional Budget Office (CBO) de
hervormingen hebben beoordeeld. Aangezien dergelijk empirisch materiaal OESO-breed
beperkt voorhanden is, proberen we door middel van dergelijke dieptestudies meer inzicht
te krijgen in deze processen. We richten ons daarbij op Nederland en de Verenigde Staten in
voornoemd tijdsbestek omdat de zorg in beide landen goeddeels verankerd ligt in verzekerde
aanspraken, maar er ook aanwijsbare verschillen zijn. Het Nederlandse begrotingsbeleid
is onderworpen aan strikte nationale en internationale begrotingsregels (het trendmatig
begrotingsbeleid en het EU fiscal framework), terwijl er in de Verenigde Staten geen expliciete
meerjarige uitgavenplafonds bestaan voor de grote verzekeringsprogramma’s Medicare
en Medicaid. De collectief gefinancierde zorg is in dat land daarnaast vaak vrijgesteld
van begrotingsdoelstellingen gericht op tekortreductie. De financieel economische crisis
van 2008 was zeer prominent aanwezig in beide landen, maar beiden hanteerden een
verschillende aanpak. Terwijl de VS sterk anticyclisch beleid voerde dat de overheidstekorten
flink deed oplopen, was in Nederland slechts sprake van gematigd stimuleringsbeleid.
In hoofdstuk 2 onderzoeken we de relatie tussen begrotingsregels en het publiek
gefinancierde zorgbudget in 32 OESO-landen. We schatten daarbij de relatie tussen de
regels en haar subcategorieën en de collectief gefinancierde zorguitgaven gecorrigeerd
voor inflatie. We maken daarbij onderscheid tussen ‘begrotingsregels’ (hier is sprake van
indien een land over een willekeurige regel beschikt), of een van de subcategorieën: een
uitgavenregel, een tekortregel, een gebalanceerd budget regel of een inkomstenregel. Ons
onderzoek laat zien dat het toepassen van een begrotingsregel wordt geassocieerd met circa
3 procent lagere collectief gefinancierde zorguitgaven, terwijl supranationale gebalanceerd
budget-regels worden geassocieerd met circa 8 procent lagere uitgaven. Zorgstelsels
met passieve zorginkoop, zoals Oostenrijk, België of Duitsland, lijken daarbij minder
goed in staat om de uitgaven te beheersen door middel van deze regels; dit suggereert
dat de impact van begrotingsregels mede bepaald wordt door de complementariteit met
het bredere zorgsysteem. Daarnaast vinden we dat sprake is van vertraagde effectiviteit
van begrotingsregels; het potentieel voor uitgavenreductie neemt toe één en twee jaar
na implementatie van een regel. Tot slot vinden we bewijs dat wanneer het stelsel van
begrotingsregels ook meerjarige uitgavenplafonds bevat, dit leidt tot aanvullend potentieel
voor uitgavenreductie (7% lagere uitgaven, in vergelijking met 3% zonder een dergelijk
plafond).
Voortbouwend op hoofdstuk 2, onderzoeken we in hoofdstuk 3 wat de relatie is tussen
begrotingsregels voor de zorg en kostenbeheersingsstrategieën als het verschuiven
van kosten van publiek naar privaat, het toepassen van (deel)budgetten of het nemen
van volumemaatregelen. Onze resultaten wijzen er voorzichtig op dat begrotingsregels
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met name uitgaven van het publiek gefinancierde deel naar het privaat gefinancierde
deel lijken te verschuiven. Dit effect lijkt met name gedreven door een regel gericht op
tekortreductie (debt rule). Uitgavenregels lijken daarbij een direct beperkend effect te
hebben gehad op uitgaven aan preventie, terwijl de curatieve zorg en de geneesmiddelen
veelal beschermd lijken van budgetrantsoenering. Opvallend genoeg lijken uitgaven aan
langdurige zorg juist te zijn toegenomen in de periode dat begrotingsregels actief waren.
Met name voor de curatieve zorg geldt dat sprake lijkt te zijn van vertraagde impact van
uitgavenregels. Kapitaalsinvesteringen in de zorg lijken niet beperkt te zijn geweest door
begrotingsbeleid. We concluderen op basis van hoofdstuk 2 en 3 dat begrotingsregels van
belang lijken te zijn om de zorguitgaven te beperken en dat het effect van de regels op
verschillende uitgavencategorieën verschilt. De beheersing van het zorgbudget door middel
van begrotingsregels op het macroniveau lijkt dan ook geen neutrale exercitie, maar heeft
implicaties voor de zorg in termen van het aanbod en de toegang.
In hoofdstuk 4 onderzoeken we de rol van begrotingsregels in het begrotingsproces voor de
zorg in Nederland en de Verenigde Staten. Ons onderzoek laat zien dat in de periode tussen
2011 en 2015 – die zich kenmerkte door aanzienlijke politieke meningsverschillen over de
zorgbegroting – begrotingsregels een rol van betekenis hebben gespeeld bij het beperken
van de zorguitgaven. De regels hadden daarbij meer impact op de begrotingsuitkomsten
dan dat zij een transparant begrotingsproces tot gevolg hadden. In de Verenigde Staten
veroorzaakte het Congres opzettelijk een overschrijding op het tienjaars budget van
Medicare, terwijl in Nederland integrale besluitvorming over de begroting – een kernpunt
van het Nederlandse begrotingsbeleid – niet plaatsvond, waardoor besluitvorming over de
zorguitgaven incrementeel tot stand kwam. Onder verwijzing naar de verschillen tussen
strikte budgettering in Nederland en het tienjaars budget zonder ‘hard’ plafond in de
VS, stelden we vervolgens vast dat de convergentie van begrotings- en zorgbeleid beter
gerealiseerd kan worden in een systeem dat afdwingbare budgettaire kaders oplegt.
In hoofdstuk 5 analyseren we de beoordeling van recente zorghervormingen in Nederland
en de Verenigde Staten door het Centraal Planbureau (CPB) en het Congressional Budget
Office (CBO). Deze hervormingen (de Zorgverzekeringswet in Nederland uit 2006 en
de US Patient Protection and Affordable Care Act (PPACA; ofwel ‘Obamacare’) richten
zich op het vergroten van de toegang tot en betaalbaarheid van de zorg, met name door
productiviteitswinst te verzilveren. Dit is voor beleidsmakers een aantrekkelijke route omdat
dit een besparingspotentieel heeft, terwijl de kwaliteit en toegang van zorg gelijk blijft of
verbetert. In onze analyse laten we zien dat dergelijke maatregelen zich echter eerder
vertalen in meer zorguitgaven, dan in gepaste en betaalbare zorg. De reden hiervoor is
dat doelen van verzekeraars en aanbieders verschillen – aanbodgestuurde vraag, het
risico op overbehandeling en informatieasymmetrie zijn enkele uitdagingen die het
inboeken van productiviteitswinst in de weg staan. Het Planbureau en CBO waren dan ook
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terughoudend in het toekennen van besparingen aan maatregelen die samenhingen met
voornoemde hervormingen. Wel accordeerden zij meer ‘traditionele’ besparingen zoals
pakketmaatregelen of het verhogen van eigen betalingen. Indien aanbieders en verzekeraars
samen optrekken met een agenda gericht op gepaste zorg, kunnen genoemde barrières
mogelijk geslecht worden. In dat geval kan productiviteitswinst worden verwerkt in de
ramingen en kan deze ten goede komen aan de samenleving.

Conclusies en aanbevelingen
In dit proefschrift hebben we het belang van begrotingsregels onderzocht voor de collectief
gefinancierde zorguitgaven. Daarnaast onderzochten we het begrotingsproces voor de zorg
en de rol van onafhankelijke ramingsinstituten daarin. Op basis van het onderzoek stellen
we vast dat begrotingsregels voor de zorg een disciplinerende werking kunnen hebben op
de collectief gefinancierde zorguitgaven. Tot slot doen we enkele beleidsaanbevelingen ter
verdere verbetering van het begrotingsbeleid voor de zorg.
Ten eerste verdient het aanbeveling om, complementair aan de begrotingsregels, te
overwegen om aanvullende budgettaire plafonds op te leggen op het niveau van aanbieders,
verzekeraars of overheidsprogramma’s. In de Verenigde Staten ontbreken plafonds voor
Medicare en Medicaid, terwijl de introductie daarvan de rol van de wetgevende macht zou
kunnen versterken – het zou immers het politieke debat over de uitgaven aan zorg transparant
maken en keuzes daarover verder expliciteren. Dergelijke aanpassingen lijken met name
relevant voor zorgstelsels die geënt zijn op een privaat stelsel met gereguleerde marktwerking,
omdat dergelijke stelsels over minder mogelijkheden beschikken om de uitgaven te beheersen
van bovenaf. In Nederland bestaan er sinds 2012 zogenoemde ‘hoofdlijnenakkoorden’
met de sector (ziekenhuizen, de medische beroepsgroep en verzekeraars) waarin onder
meer afspraken zijn vastgelegd over demedicalisering, het versterken van de eerstelijn en
het tegengaan van praktijkvariatie, gecombineerd met strikte afspraken over beheerste
uitgavenontwikkeling. Stok achter de deur is een ‘macrobeheersinstrument’ (MBI) waarmee
individuele aanbieders ex-post kunnen worden gekort, indien zich op macroniveau een
overschrijding heeft voorgedaan. De Algemene Rekenkamer deed in 2016 een onderzoek
naar de effectiviteit van de hoofdlijnenakkoorden voor de curatieve zorg tussen 2010 en
2013 en concludeerde dat de akkoorden hoogstwaarschijnlijk hebben bijgedragen aan lagere
zorguitgaven in die periode (Algemene Rekenkamer 2016).
Ten tweede vragen we naast de verdere ontwikkeling van begrotingsbeleid en de toepassing
van begrotingsregels voor de zorg, ook aandacht voor de wijze waarop het macrobudget
voor de zorg wordt geraamd en vastgesteld. De begrotingsregels disciplineren immers dat
budget. Het macrozorgbudget dient versterkt te worden door de externe validering door
onafhankelijke ramingsinstituten, die zowel voorgesteld beleid doorrekenen en valideren
als uitgavenramingen voor de zorg opstellen. Indien de ramingen ex-ante worden versterkt,
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leidt dat immers tot een stabielere beleidsomgeving. Het directe gevolg hiervan is dat de
begrotingsregels vaker worden nageleefd. Ramingsmodellen proberen in toenemende
mate variabelen als preventiebeleid, technologische innovaties en zorgspecifieke
productiviteitsontwikkeling mee te nemen. Dit is een ontwikkeling die verdere navolging
verdient en kan bijdragen aan de budgettaire beheersbaarheid van de zorg.
Tot slot wijzen we op de allocatieve functie van begrotingsregels. In hoofdstuk 3 hebben
we verkend wat het mogelijke effect van begrotingsregels is op (deel)budgetten van de
zorg. De curatieve zorg leek daarbij bijvoorbeeld beter beschermd dan het preventiebudget
en begrotingsregels zouden daarnaast een verschuiving van publiek gefinancierde zorg
naar private zorg kunnen veroorzaken. Nader onderzoek is noodzakelijk naar de exacte
allocatieve functie van begrotingsregels, maar het combineren van strikt begrotingsbeleid
met een stevig wettelijk kader lijkt van belang om eventuele negatieve herverdelingseffecten
van begrotingsregels tegen te gaan. Een dergelijke ontwikkeling kan de maatschappelijke
acceptatie van begrotingsregels versterken.
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De eigenlijke start van dit proefschrift ligt alweer ruim tien jaar geleden toen ik in november
2009 startte als enthousiaste financieel beleidsmedewerker bij de financiële directie (FEZ)
van het ministerie van Volksgezondheid, Welzijn en Sport (VWS). In die periode werden de
eerste budgettaire effecten van de introductie van de Zorgverzekeringswet (Zvw) zichtbaar;
er was vanaf 2009 jaar op jaar sprake van aanzienlijke overschrijdingen op het Budgettair
Kader Zorg (BKZ) als gevolg van hogere uitgaven aan met name medisch specialisten
en ziekenhuizen, maar ook aan zelfstandig behandelcentra, huisartsen, fysiotherapie,
tandheelkundige zorg en de geestelijke gezondheidszorg. Dit viel samen met de financieeleconomische crisis van 2008, die zich onder meer uitte in teruglopende overheidsinkomsten
en flink hogere Rijksuitgaven. De Miljoenennota 2010 voorspelde dat ‘de werkloosheid van
2008 op 2010 zou verdubbelen tot ruim 600 duizend mensen en […] het EMU-saldo met
ruim 40 miljard euro [zou] verslechteren van een overschot van 0,7 procent naar een tekort
van -6,3 procent’.
Tegen deze achtergrond was het mijn taak als coördinator van de financiële besluitvorming
om er met collega’s voor te zorgen dat het begrotingsproces van VWS in goede banen werd
geleid. Met voornoemde overschrijdingen, vaak achterlopende zorgcijfers, een beperkt
arsenaal aan te treffen maatregelen en een verdeeld politiek landschap was dit een enorme
opgave. Mijn dagelijkse praktijk laveerde tussen het binnen VWS uitdragen van de harde
begrotingsregels van het kabinet, het onderhandelen over de toepassing van die regels met
collega’s van de Inspectie der Rijksfinanciën (IRF) en het vervolgens binnen het departement
uitdragen van de genomen beslissingen. Ik merkte al snel dat de zorgbegroting wezenlijk
anders was dan die van een regulier beleidsdepartement: zorguitgaven laten zich lastig
ramen, ontwikkelen zich zeer autonoom (denk aan de voortschrijdende vergrijzing) en
ingrepen in het verzekerd pakket of een verhoging van eigen betalingen liggen politiek vaak
zeer gevoelig. Het leek dan ook een onmogelijke opgave om iedereen tevreden te stellen. Het
thema van dit proefschrift – het spanningsveld tussen (de toepassing van) de regels enerzijds
en de ontwikkeling van de zorguitgaven anderzijds – werd mij haast als vanzelf opgedrongen.
In 2014 reisde ik Daria achterna om ook mijn geluk te beproeven in New York. Ik rondde
op dat moment mijn werkzaamheden af als een secretaris van de ambtelijke werkgroep
‘Zorgkeuzes in Kaart’, een werkgroep die los van de politiek maatregelen voor de zorg
doorrekende; een mooie en intensieve periode die mijn blik op de zorg verruimde. Ik vond
in New York al snel een thuis bij de Robert F. Wagner School of Public Service van New York
University, alwaar ik met een beurs vanuit Celsus, Academie voor Betaalbare Zorg, aan de
slag ging. Toen ik eind 2016 terugkeerde naar Nederland had ik een half proefschrift op
zak en was het een kwestie van genoeg tijd en de juiste motivatie om het manuscript af te
ronden. Dat deze dissertatie er uiteindelijk is gekomen is zeker geen solo-prestatie. Ik wil
dan ook een aantal mensen bedanken.

157

Dankwoord

Allereerst wil ik Prof. Dr. Patrick Jeurissen bedanken. Patrick, heel veel dank voor jouw
begeleiding en dat jij mij enthousiast maakte om een eerste artikel te gaan schrijven. Wat
begon als een ongepolijst idee (‘hier zou wel eens wat in kunnen zitten’), mondde uit in een
mooie eerste analyse die we al snel wisten te publiceren. Jouw niet aflatende enthousiasme
en vertrouwen in de goede afloop hebben mij zeer geholpen in het verder uitdenken en later
afronden van mijn artikelen. Ook heb jij mijn wetenschappelijke interesse flink aangewakkerd
en ik kijk dan ook met zeer veel plezier terug op de vele uren die wij hebben doorgebracht
om te discussiëren over de zorg, de zorgbegroting en het begrotingsbeleid. Dat jij daarnaast
ook altijd oog voor en interesse had in mijn privésituatie, heb ik zeer in je gewaardeerd.
Second, Dr. Sherry Glied, thank you so much for offering me a visiting scholarship at
Wagner in late 2014. I had no noteworthy academic trackrecord at that moment in time but
you nonetheless decided to offer me an office and an open door to discuss my progress.
Next, I would like to thank you, Erilia Wu, for helping me out on my second research paper.
I was in need of someone to guide me through the statistical side of the project, and you
helped me out tremendously. I hold great memories of our ‘whiteboard sessions’ at Wagner
during which we carved out the methodology around the relation between fiscal policy and
the health budget. Niek Stadhouders, dank voor je hulp en je scherpe blik bij mijn laatste
artikel. Ik waardeer je geduld en bewonder je scherpe oog voor wetenschap en het stellen
van de goede wetenschappelijke vragen.
Vincent Theunissen, amigo, ik kijk met heel veel plezier terug op onze samenwerking bij
VWS. Wij hebben het Zorgschip van Staat toch maar mooi drijvend gehouden in ingewikkelde
budgettaire tijden. (Een ombuiging is pas een ombuiging als hij ook echt pijn doet.) Veel
dank voor je vriendschap en dat je de rol als paranimf op je hebt willen nemen. Richard
Vernooij, ook jij bedankt dat je mijn paranimf hebt willen zijn. Samen ooit gestart met
Bestuurskunde in Leiden, ik waardeer het zeer dat we elkaar altijd zijn blijven opzoeken om
over ons mooie vak te praten en ik dank je voor je vriendschap door de jaren heen. Lieve
Daria, zonder jou was dit proefschrift er niet geweest. Dank daarvoor en voor je liefde.
Lieve Dinko en Hester, dank dat jullie er altijd voor me zijn geweest. Ik kijk met heel veel
warme gevoelens terug op alle vakanties, familie-uitjes en samenzijn door de jaren heen.
Dank voor jullie steun en liefde.
Dan wil ik graag mijn ouders bedanken. Lieve Her en Ann, dank voor jullie onvoorwaardelijke
steun door de jaren heen. Het is de afgelopen tijd niet altijd makkelijk voor mij geweest,
maar jullie stonden altijd aan de zijlijn om me een hart onder de riem te steken, veel dank
voor jullie steun en liefde. Lieve Johannes en Wieke, Maaike en Ivo ook jullie heel erg
bedankt dat jullie altijd voor me klaar staan en voor jullie onvoorwaardelijke steun en liefde.
Jan en Doutzen, ik voel me zeer welkom in de familie! Dank voor jullie gastvrijheid en liefde,
en de gezellige tijd die we tot nu toe met elkaar hebben gehad. Dan wil ik alle vrienden en
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familieleden bedanken die ik de afgelopen jaren wellicht wat heb verwaarloosd, maar die
er op de belangrijke momenten altijd voor me zijn geweest. Lieve mensen, dank voor jullie
steun, luisterend oor en de broodnodige afleiding. Een paar mensen in het bijzonder: Frank,
Michel, Cick, Eva, Michiel, Jeroen, Tim, thanks for being there guys! You mean the world.
Tot slot wil ik Judith bedanken, zonder wie dit proefschrift ruim een half jaar eerder zou
zijn afgerond. Lieve Judith, wat ben ik blij dat je in mijn leven bent. Ik ben blij dat je om kan
gaan met al mijn pretenties en me een beetje met beide benen op de grond houdt. Dank
voor je geduld en voor je liefde, maar vooral: je mooie lach en je lieve zorgzaamheid. Ik kijk
heel erg uit naar de toekomst die voor ons ligt.
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RESEARCH DATA MANAGEMENT
This dissertation relies on data acquired from the publicly accessible repositories of the
International Monetary Fund (IMF), the Organisation for Economic Co-operation and
Development (OECD), the Netherlands Ministry of Finance and Ministry of Health and the
United States Center for Medicare and Medicaid Services (CMS).
For chapter 2 and 3, in which we research the relation between fiscal rules and the level of
publicly funded health care expenditure, we constructed a database which was stored and
made available publicly on Github, a repository hosting service.
To ensure interpretability of the data, all filenames, primary and secondary data, descriptive
files and program code and scripts used to provide the final results are documented along
with the data.

163

ABOUT THE AUTHOR
Christiaan was born in Ede (Gelderland), the Netherlands, on 23 March 1982. Until the age
of two, he lived in Veenendaal, after which he relocated with his family to Apeldoorn. At
the age of five, upon starting primary school, he moved with his family to Mijnsheerenland,
Zuid-Holland. He followed his secondary education (Gymnasium-A) in Rotterdam, at the
C.S.G. Johannes Calvijn. Christiaan graduated in 2000, after which he studied Spanish
during a nine-month language course in Salamanca, Granada and Sevilla (Spain). In 2001,
Christiaan started the study of Classical Languages at the University of Leiden. After one
year, he switched to Public Administration, obtaining his Bachelor’s degree in 2006. In
that same year, he commenced his Master study ‘International Public Management and
Policy’ at Erasmus University Rotterdam, graduating in 2008 with his Master’s thesis entitled
’Governance and Management of the United Nations’.
In 2008, Christiaan started working for the City of Rotterdam. For some time in the capacity
of EU advisor, after which he became Political Assistant to the Vice-Mayor for Youth,
Childcare and Education. Between 2009 and 2015, Christiaan worked as Senior Financial
Advisor, coordinating the budget cycle of the Ministry of Health, Welfare and Sports. In his
final year at the Ministry, Christiaan was a secretary to a high level technical working group
(Zorgkeuzes in Kaart) exploring health reform options that served as input for the general
elections of 2017.
Between 2014 and 2016, Christiaan lived and worked in New York City, United States of
America. As a visiting scholar within the Robert F. Wagner School of Public Service, New
York University, he conducted research into the potential impact of fiscal rules on publicly
funded health care and published several technical reports, peer reviewed articles, as well as
a commentary and a book chapter. In October 2016, Christiaan relocated to the Netherlands
and combined his research as an external PhD candidate, with a job as a finance project
leader within the City of Amsterdam. In 2018, Christiaan started working at the Ministry of
Health, Welfare and Sports again, this time in the capacity as projectcontroller / projectlead
Finance and Legal for the relocation of the European Medicines Agency (EMA).
In January 2020, Christiaan has taken up the position of Senior Inspector within the Health
Division of the Inspectorate of the Budget within the Directorate of the Budget as part of
the Ministry of Finance. Christiaan lives in Utrecht with Judith.

165

