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Do policy conditions attached to International Monetary Fund
(IMF) lending programmes have an impact on government health
expenditure in developing countries? Yes, according to a large body
of literature (see Kentikelenis, 2017), and our recent article (Stubbs
et al., 2017).

We systematically reviewed IMF loan agreements and staff re-
ports to generate a database of “binding” conditions that could
plausibly impact health expenditure. Our database offered an
alternative to the IMF's own conditionality dataset, which has been
widely criticized for inaccuracies and omissions (Arpac et al., 2008;
IEO, 2007). Using cross-national models covering 16 West African
countries between 1995 and 2014, we found that each additional
binding IMF policy reform reduces government health expenditure
per capita by 0.25% (95% CI -0.44 to �0.06). The mean number of
binding conditions, at 25 per year, thus corresponds to a 6.21%
reduction, on average, in government health spending per capita
associated with IMF conditions.

To further test these findings, we performed a narrative review
of these documents. They showed that IMF policy reforms reduce
fiscal space for health investment, limit expansion of doctors and
nurses, and undermine health system efficiency. It was clear that
IMF programmes placed enormous pressure on already strained
health systems, reducing health spending at times when economic
DOIs of original article: http://dx.doi.org/10.1016/j.socscimed.2017.03.022,
http://dx.doi.org/10.1016/j.socscimed.2016.12.016.
* Corresponding author. Department of Sociology, University of Cambridge, Office

S13, 17 Mill Lane, Cambridge, Cambridgeshire CB2 1RX, United Kingdom.
E-mail address: ths27@cam.ac.uk (T. Stubbs).

http://dx.doi.org/10.1016/j.socscimed.2017.03.050
0277-9536/© 2017 Elsevier Ltd. All rights reserved.
crises placed more people in harm's way.
In the comment on our research paper, Sanjeev Gupta (2017),

deputy director of the IMF's influential Fiscal Affairs Department,
disagrees. Here we take each of his points in turn.

First, Gupta asks, “is the qualitative method adopted by the
article suitable for drawing causal inferences?” Qualitative research
can serve as an additional source of data that can greatly increase
our confidence in quantitative findings. Importantly, it can help
elucidate the mechanisms through which a given intervention or
reform affects outcomes, rather than merely treating these mech-
anisms as a ‘black box’. Social scientists have long since reached a
consensus that mixed-methods research designs can strengthen
the validity of inferences (consistent with Bayesian thinking about
causality).

Gupta claims the “findings from the qualitative methods are
mostly selective and anecdotal.” As detailed in the original article,
we systematically searched the IMF's archival material on the 16
West African countries for information related to health systems
and social protection policies. Our analysis is reproducible; we
report the specific documents retrieved, the search terms, and the
inclusion criteria, following standard methods in systematic
reviews.

Second, Gupta then claims our search terminology missed key
channels of potentially positive IMF impact, such as minimum so-
cial spending floors and spending efficiency. This is incorrect.
Turning first to minimum floors on social spending, Gupta claims
the study fails to have an “explicit incorporation of minimum floors
on social spending in Fund-supported programmes [which] has
encouraged countries to raise health spending.” Yet, our search did
cover this issue. Indeed, we noted that there are some successes;
but the data from the IMF's archives revealed that “of the 210 pri-
ority spending floors for which we could identify implementation
data, only 97 were implemented, about 46%” (Stubbs et al., 2017, p.
223).

Further, we cited the IMF's archival documents for Benin,
Guinea, and Sierra Leone, in which country officials attest to
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difficulties in meeting social spending floors because of IMF-
mandated expenditure reductions. Their testimonies are further
supported by new research showing that when social spending
floors are rarely met, budget balance conditions are met almost all
the time (Kentikelenis et al., 2016). These findings suggest that
although the IMF does include priority spending floors in their
programmes, they assign less importance to them than to budget
balance ceilings.

Similarly, Gupta claims that our search did not capture how
“[by] improving spending efficiency … IMF programmes [can] help
improve health outcomes even with the same level of health
spending.” Yet, we clearly reported on the case of Benin, where the
IMF successfully assisted the country to “improve the utilization of
social sector appropriations” by introducing budgetary execution
systems (Stubbs et al., 2017, p. 224).

Most evidence we found was, however, contrary to what Gupta
asserts. As we demonstrated, drawing on IMF documents from
Guinea, Mali, Burkina Faso, and Senegal, the Fund's steps towards
improving budget execution typically translated into fiscal and
administrative decentralisation of health-care systems; this often
created governance problems and exacerbated local institutional
weaknesses, creating challenges especially when managing
nationwide disease outbreaks.

Third, commenting on our quantitative analysis, Gupta accuses
us of failing to address “endogeneity issues”, such as the initial
conditions faced by countries. He suggests, for example, that “the
findings from the article could simply reflect different initial con-
ditions faced by countries with/without IMF programmes and
countries with different binding conditions.” In fact, we anticipated
this issue and directly addressed it in our econometric models.
Using Heckman's (1979) two-stage method, our regression analysis
explicitly controlled for a range of observable initial conditions:
GDP per capita, ODA per capita, war, urbanisation, the dependency
ratio, and two-way fixed effects in the outcome model; as well as
total number of countries under IMF programmes, economic
growth, current account balance, and levels of democracy in the
selection model. As is well-established in the literature, the Heck-
man method also accounts for potential unobserved factors,
including initial conditions, which could affect both selection into
IMF programmes and the outcome of interest (see Vreeland, 2003).
Moreover, concerns about endogeneity of the IMF variables were
alleviated in extensive robustness checks. We obtained consistent
results when using a two-stage-least-squares model, with IMF
variables instrumented using United Nations General Assembly
voting affinity with the United States and the total number of
countries under IMF programmes (Barro and Lee, 2005; Dreher,
2006; Oberdabernig, 2013).

Lastly, Gupta questions our statistical understanding, but in turn
makes basic statistical errors of interpretation. He says that “Model
1 of the paper suggests that IMF programmes on average have
positive but statistically insignificant effects on government health
expenditure. The magnitude in fact is quite large,” and that
“Without bringing any of these discussions in the abstract the latter
misleads readers.” In other words, we are accused of failing to
detect an effect that was not statistically significant. We are sur-
prised that the IMFwould be confused on this basic statistical point.

Generally, Gupta misrepresents literature on the socio-
economic effects of IMF policies by selectively citing past studies.
He exhibits confirmatory bias by failing to acknowledge research
that contradicts his views and is more representative of the field.
We provide a few examples below, referring to the peer-reviewed
literature.

First, Gupta notes that “IMF-supported programmes lead to
higher economic growth through macroeconomic stability and
other channels,” and can thus generate fiscal space to finance
health care. Most of the empirical evidence does not support this
claim; it typically finds that IMF programmes either decrease or
have no effect on economic growth (Barro and Lee, 2005; Dreher,
2006), provoke civil conflict (Hartzell et al., 2010), diminish rule
of law (Barro and Lee, 2005), and adversely affect poverty and
inequality (Oberdabernig, 2013).

Second, Gupta claims that our findings are not consistent with
the literature, citing an IMF study (Clements et al., 2013). He asserts
that “previous research … shows that health spending has risen in
these programmes.” Yet this fails to acknowledge research that has
found the opposite (Kentikelenis et al., 2015; Nooruddin and
Simmons, 2006).

Third, Gupta suggests IMF-supported programmes increase
donor financing; in fact, we noted that IMF lending programmes
did catalyse aid for some sectors, but not for health (Stubbs et al.,
2016). Other studies found that IMF programmes displace health
aid by diverting these resources to replenish reserves or repay debt
(Baker, 2010; Stuckler et al., 2011).

Finally, Gupta is critical of a conditionality count as a way to
capture programme heterogeneity. We followed best practice in
using this measure as a characterization of programme stringency
and intrusiveness (Beazer andWoo, 2016; Chwieroth, 2015; Dreher
et al., 2015; Rickard and Caraway, 2014). This advances on earlier
studies, where IMF programmes are treated as homogenous by
using a dummy variable for participation (e.g., Clements et al.,
2013).

We welcome that the IMFdthrough its senior staff member-
sdresponds to and engages with academic researchers. After all,
we believe that we share the viewdlong expressed by the United
Nations (1988)dthat structural adjustment programmes should be
judged by their effects on the human condition. In an era of global
uncertainty and important challenges to international organiza-
tions (Babb and Kentikelenis, 2017), the IMF could best address
criticism by reforming its practices, thereby living up to its own
standards on social protection, rather than continuing to deny
evidence.
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