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Establishing an Independent Fiscal 
Institution 

Your responses 

Please write your responses into the template following this introductory page. 

Please note: 

 You do not need to answer all sections – just the ones for which you have information or 

comments you would like to contribute. 

 Please submit your response to submissions.ifi@treasury.govt.nz by 5pm on 

Wednesday 24 October 2018.   

Thank you for your time and effort on making your submission. 

For further information 

Website: https://treasury.govt.nz/public-finance-system/establishing-independent-fiscal-institution   

Email: submissions.ifi@treasury.govt.nz 

Phone: +64 4 472 2733 

Submissions and the Official Information Act 1982 

Submissions received by the Treasury are subject to the Official Information Act 1982 (OIA).  

Please set out clearly with your submission if you have any objection to any information in 

the submission being released under the OIA.  In particular, clearly state which part(s) you 

consider we should withhold, and the reason(s) for doing so. 

The OIA sets out reasons for withholding information. Reasons could include that the 

information is commercially sensitive or that you wish us to withhold personal information, 

such as names or contact details. An automatic confidentiality disclaimer from your IT system 

is not a reason to withhold information. 

We will consider your objections when responding to requests under the OIA. 

Inclusion of names with published summary 

We will use any personal information you supply while making a submission only for matters 

covered by this document. Please clearly indicate in your submission if you do not want your 

name included in any summary of submissions that we may publish. 

mailto:submissions.ifi@treasury.govt.nz
https://treasury.govt.nz/public-finance-system/establishing-independent-fiscal-institution
mailto:Submissions.IFI@treasury.govt.nz
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Your contact details 

For individuals 

Your name: Michal Horvath 

 Indicate here if you do not wish your name to be included in 

any summary of submissions that we may publish. 

 

Email address: 

Phone number: 

 

For organisations 

Organisation name:  

Nature of your business:  

 Indicate here if you do not wish your name to be included in 

any summary of submissions that we may publish. 

 

Contact person name:  

Position:  

Phone number:  

Email address:  

 

 

[1]

[1]
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Proposals and Questions for 
Submitters  

When you answer each proposal, please comment on whether you agree or disagree with it.  

Also provide reasons why you agree or disagree. 

1 Why establish an Independent Fiscal Institution (IFI)? 

Proposal to consider and comment on 

The key opportunities identified for improving New Zealand’s fiscal policy framework through 

establishing an Independent Fiscal Institution are for it to: 

 provide for independent evaluation and commentary on New Zealand’s fiscal policy 

performance 

 improve and support more effective parliamentary scrutiny of public finances and fiscal policy, 

and 

 provide for independent costings of political party policies to better inform public debate. 

 

What do you think? 

1.  What are the key opportunities for improving New Zealand’s fiscal policy framework 

through the establishment of an Independent Fiscal Institution? 

Response: 

I agree with the identified opportunities to improve the fiscal policy framework in New Zealand (NZ). 

The available evidence suggests the NZ fiscal framework has been performing well both 

institutionally as a set of principles and procedures and in terms of outcomes. Nevertheless, the 

discussion document rightly recognises the scope for reinforcement in independent policy 

evaluation. It correctly frames the rationale for an independent fiscal institution (IFI) in NZ in the 

context of democratic accountability of the government. In addition to providing a fact-based point of 

reference to improve the quality of public debate in the present circumstances, the existence of 

such an institution should reduce the downside risk in the quality of public finances and governance 

more generally in the future. Both have positive welfare implications.  
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2 What is the purpose of the new IFI? 

Proposal to consider and comment on 

The suggested overarching purpose of the IFI is to: 

 “Enhance fiscal responsibility, accountability and transparency, support public debate, and 

strengthen Parliamentary scrutiny.” 

It can achieve this by: 

 “Providing Parliament and the public with independent and non-partisan analysis and 

assessment on fiscal policy, economic and fiscal forecasts, and the financial implications of 

political party policy proposals.” 

 

What do you think? 

2.  What should the overarching purpose of the new Independent Fiscal Institution be? 

Response: 

The discussion document correctly emphasises the role of the proposed institution as an 

independent arbiter in the public/political debate and a source of politically unbiased information for 

the public at large. 

Designing effective policies that promote fiscal sustainability requires a shared understanding 

among actors in the policy/political debate of the initial economic and budgetary conditions, the 

projected evolution under unchanged policies as well as the trade-offs involved in different policy 

options and their timing. An IFI as proposed can be a key institutional mechanism to build such a 

shared understanding and to promote an open, fact-based public policy debate. 

At a higher level of generality, the proposed IFI should reinforce the ‘representative’ element in NZ’s 

democracy. As also hinted at in point 1, improved participation and an improved sense of 

participation by the population in the public debate together with better outcomes can act to prevent 

a deterioration in governance and safeguard democracy as a system of government. 

In some countries, problems such as a deficit bias or a (perceived) bias in macroeconomic or fiscal 

forecasting motivated the establishment of an independent fiscal institution and had a defining 

influence on the nature of their mandate. Deficit or forecasting bias are reported not to have been a 

cause for concern in NZ. Elsewhere, the mounting fiscal challenges associated with an ageing 

population, together with an unfavourable initial condition worsened further by the recent global 

crisis, have provided the backdrop against which independent fiscal institutions have been 

established and designed. In such cases, IFIs often serve as a commitment mechanism that either 

lends credibility to a gradual adjustment path towards sustainable public debt levels or increases the 

political costs of backtracking on past commitments ensuring a moderate outlook for public debt. 

Concerns about the effects of population ageing, to some extent, apply to the case of NZ too (Davis 

and Fabling, 2002), and could provide additional context for the creation of the NZ IFI. 

 

https://pdfs.semanticscholar.org/7d15/3277e214be72606dab7267843ead3260cdb3.pdf
https://pdfs.semanticscholar.org/7d15/3277e214be72606dab7267843ead3260cdb3.pdf
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3 What roles and functions should the IFI undertake? 

Proposal to consider and comment on 

The key functions proposed for the new IFI are to: 

 provide financial costings of political party policies, including election manifestos, and any 

costings requested when government is formed 

 comment on and assess compliance with the Government’s fiscal strategy and fiscal targets  

 comment on the Treasury’s economic and fiscal forecasts 

 comment on long-term fiscal sustainability and key fiscal risks, and 

 produce relevant and related commentary on fiscal and budgetary matters. 

 

What do you think? 

3.a  What should be the functions (and roles) for the new Independent Fiscal Institution? 

Response: 

While I generally agree with the above list of functions, I would have two remarks. 

First, commenting on fiscal strategy and fiscal targets rather than simply assessing compliance with 

the strategy and targets set by the government for itself might create a sense of ownership of those 

targets by the IFI. With such ownership, the IFI might prioritise safeguarding its own credibility 

through consistency over time over economic soundness and refrain from suggesting modifications 

to the plan when adjustments become justified on economic grounds due to some unforeseen 

events. 

Second, I would question the apparent focus of the tasks solely on central government matters. 

Effective fiscal frameworks, including oversight by an IFI, are usually designed at the general 

government level which includes sub-national government finances, entities implicitly or explicitly 

linked to public finances at different levels of government as well as contingent liabilities of different 

forms. Such broad coverage is important, as intensified oversight in one corner of the general 

government sector might incentivise less transparency and prudence elsewhere in the sector, 

particularly under conditions of strain. Even if this may not have been an issue in the past, one 

should bear in mind that behaviour may change as a result of policy innovations. 

For this reason, I would encourage the NZ Treasury to consider including local government fiscal 

issues among the functions. The discussion document currently only envisages a potential future 

coverage of local government fiscal issues. Implicit and contingent liabilities could and should be 

covered in a long-term sustainability analysis or analyses of fiscal risks. But again, such items might 

exist or arise at sub-national level too, unless there are very strict legislative or procedural 

safeguards. 
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3.b  Are there any institutional design factors that should be considered to allow additional 

functions to be added to the Independent Fiscal Institution in the future? 

Response: 

The institutional form of the NZ IFI should allow for a broad coverage of public finance issues. For 

example, locating the institution in the Parliament should only be considered if it does not pose as 

an obstacle to an effective oversight of sub-national government and related entities. 
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3.1 Provide financial costings of political party policies, 
including election manifestos, and any costings 
requested when a government is formed 

Proposal to consider and comment on 

Key features of the proposed function to cost political parties’ policies are that: 

 The IFI can cost a political party’s policy once it receives a request from that political party.  So 

the IFI can action that request, the policy party must deliver to it a policy with a high level of 

detail.  

 During a pre-election period, a political party will also be able to get the IFI to assess the total 

fiscal impact of its election manifesto. 

 The IFI would not cost Government policies. 

 A framework, including specific criteria and thresholds, needs to be developed to ration and 

prioritise costing requests across parties in an equitable way. 

 The IFI will use its best professional judgement to provide a comprehensive costing that is an 

estimate of the fiscal impact of a policy (expenditure and revenue impacts).  Where appropriate, 

this will include the direct behavioural impacts resulting from the proposal. 

 Broader economic impacts could be included or commented on when those impacts are 

substantial (for example, impacts on GDP or CPI).  The IFI would not assess wider impacts of 

the policy (such as impacts on wellbeing or on the environment), if these do not give rise to 

fiscal impacts. 

 The IFI will need to develop a framework for producing policy costings that sets out how it will 

approach different types of fiscal impacts and the level of confidence that is required to 

incorporate these impacts into a costing. 

 If a costing has been completed, and the policy publicly announced, then the costing should be 

made public to support transparency (either by the political party or the IFI).  

 If the political party has not announced the costed policy, then the IFI could not release that 

costing unless the party agreed. 

 During the negotiations to form a government, political parties can request the IFI to cost 

specific policies.  The State Services Commissioner would continue to have a role in 

coordinating other requests for information that are not for financial costings. 
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What do you think? 

3.1.a  Do you agree with the key features for how the new Independent Fiscal Institution 

should undertake costings of political party policies? 

Response: 

The proposed framework outlines a reasonable set of principles and features. 

I would suggest adding as an additional principle the possibility for the IFI to provide a costing of a 

policy proposal out of its own initiative. I argued above that IFIs may have an important role to play 

in (preventing) a society characterised by a breakdown in the political process. In such however 

unlikely scenarios, the standard norms of behaviour in the political arena need not apply, and hence 

the IFI may not receive any requests for costing while the Parliament and the public debates radical 

measures with significant economic, fiscal and indeed welfare implications. The risks for the IFI 

arising from such interference are real and should be considered and managed by the leadership. 

But I believe interference ‘from the sideline’ should remain an option. 

As a side note, I would mention that it is in a sense inevitable that the IFI would cost government 

policies when it exercises other parts of its mandate. But I take the third feature above as an 

indication that the government as an institution could not turn to the IFI with a request. 

3.1.b  What options are available for the allocation and rationing of access by political 

parties to the new Independent Fiscal Institution for policy costings? 

Response: 

One option to consider here is not to define the principles for allocation and rationing of access ex 

ante, and leave it for the IFI leadership to formulate once the institution becomes functional. The 

question involves a number of operational issues that may be difficult to anticipate. There may be 

temporary imbalances in staff profiles especially in the early phases of an institution’s life, for 

example, or specific problems with data or existence of suitable models which are difficult to 

anticipate. 

To allow for such flexibility, ex-ante principles for costing should not define the provision of such 

services as an obligation but as an option subject to a transparent process to be defined by the 

institution itself. 
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3.2 Comment on and assess compliance with the 
Government’s fiscal strategy and fiscal targets 

Proposal to consider and comment on 

Key features of the proposed function to comment on and assess compliance with the 

Government’s fiscal strategy and fiscal targets are that: 

 The IFI would be required to comment on the Government’s yearly Budget Policy Statement 

(BPS) and Fiscal Strategy Report (FSR).  In particular, the IFI would assess whether the 

Government has appropriately met its obligations under the Public Finance Act (PFA). 

 The IFI would achieve this by assessing whether or not the Government is pursuing its policy 

objectives in accordance with the PFA principles of responsible fiscal management. 

 As part of this assessment, the IFI would also assess whether the Government is on track to 

meet (or has achieved) its short-term fiscal intentions, long-term fiscal objectives, and/or any 

other fiscal target the Government has set itself. 

 The IFI would conduct ex-post assessments, including after the release of the annual audited 

Financial Statements of the Government.  

 The IFI can request the Government clarify its interpretation of its fiscal strategy.  

 The IFI should release its commentary on assessing the Government’s fiscal strategy twice a 

year.  This should occur at the same time, or shortly after, the Government releases its yearly 

BPS and FSR.  

 To achieve such a coordinated release, the IFI would require embargoed access to these 

documents before they are released.  To fulfil its assessment role, the IFI would also need 

access to the Treasury’s economic and fiscal forecasts. 

 

What do you think? 

3.2  Do you agree with the key features for how the new Independent Fiscal Institution 

should comment on and assess compliance with the Government’s fiscal strategy and 

fiscal targets? 

Response: 

 

 
 



 

10   |   Establishing an Independent Fiscal Institution – Submission Form 

 

3.3 Comment on the Treasury’s economic and fiscal 
forecasts 

Proposal to consider and comment on 

Key features of the proposed function to comment on the Treasury’s economic and fiscal forecasts 

are that: 

 The IFI would comment on the reasonableness of the key judgements and assumptions 

underpinning the economic and fiscal forecasts produced by the Treasury. 

 The IFI should release its commentary on the Treasury’s economic and fiscal forecasts at the 

same time, or soon after, the forecasts are released publicly. 

 To achieve such a coordinated release, the IFI would require embargoed access to a 

preliminary forecast, details of the costings of measures, the final forecast, and enough time to 

scrutinise them. 

 The IFI would be able to have sessions to question Treasury officials about the forecasts. 

 

What do you think? 

3.3  Do you agree with the key features for how the new Independent Fiscal Institution 

should comment on the Treasury’s economic and fiscal forecasts? 

Response: 

Yes, I agree with the above features. 

Depending on the local political culture, and again bearing in mind the possibility of an unfavourable 

scenario, it might be worth considering some degree of formalisation of the inter-institutional 

exchange described above. 

In the European Union (EU), EU-level law requires national IFIs to either produce or endorse 

macroeconomic forecasts. The endorsement process is guided by detailed Memoranda of 

Understanding (MoU) between the government and the respective IFI in some countries. In Italy, for 

example, a detailed MoU sets out the scope of the interaction, data requirements as well as a clear 

schedule with deadlines for the counterparties to adhere to. A similar document exists in Portugal. 

IFIs in other countries, such as the Baltic countries (e.g. Estonia) have signed less detailed 

agreements.  

It is a legitimate question whether the rules of interaction should be specified in law, but the 

legislation could at least envisage the existence of such agreements. 

It is important that IFIs have sufficient time to study and question the estimates and the underlying 

methodology which is an advantage of the cases that define a clear timeline. It is also important to 

allow sufficient time for the government to be able to respond to the points questioned by the IFI in 

the budgeting process, potentially by changing the official forecast and the budgetary plan in fiscal 

http://en.upbilancio.it/wp-content/uploads/2015/03/MEF-PBO-Memorandum-of-Understanding.pdf
https://media.voog.com/0000/0036/0984/files/2018_cooperation_agreement.pdf
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year t concerning year t+1, t+2 etc.  

The way the inter-institutional dialogue is conducted in Italy may be perhaps of interest in the 

context of NZ. In Italy, the requirement of a formal response by the government is conditional on a 

request by a sufficiently large minority in a parliamentary committee which is also the forum where 

the public interaction takes place. 

 

 

3.4 Comment on long-term fiscal sustainability and key 
fiscal risks 

Proposal to consider and comment on 

Expanding on the proposed IFI functions to assess and comment on fiscal strategy (3.2) and the 

Treasury’s forecasts (3.3), key features of the proposed function to comment on long-term fiscal 

sustainability and fiscal risks are that: 

 The IFI would be required to comment on long-term fiscal sustainability as part of its role in 

assessing the Government’s long-term fiscal objectives.  This would include testing the 

reasonableness of the Government’s 10-year fiscal projections. 

 Beyond that, the IFI could comment on trends in fiscal sustainability and fiscal risks, building on 

its role in commenting on the Treasury’s economic and fiscal forecasts.  This could include 

commenting on the Treasury’s Long Term Fiscal Statement and Investment Statement, and 

the risk chapters in the Treasury’s Economic and Fiscal Updates. 

 

What do you think? 

3.4  Do you agree with the key features for how the new Independent Fiscal Institution 

should comment on long-term fiscal sustainability and fiscal risks? 

Response: 

In a number of countries, long-term sustainability reports are key self-standing documents that are 

meant to set the scene for various discussions about public finances. They usually cover a number 

of chunky individual elements (such as projections for pension schemes and the health system 

sometimes with general equilibrium feedbacks, long-term growth projections, generational accounts, 

contingent liabilities) with non-trivial methodological issues to discuss, and alternative scenarios to 

consider. IFIs then tend to refer to such a document in other evaluations they conduct. A key rule 

when setting up IFIs is, however, to adapt its design and mandate to local conditions, and it is 

entirely plausible that the different elements could be covered in an appropriate section in other 

relevant publications. 
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3.5 Producing relevant and related commentary on fiscal 
and budgetary matters 

Proposal to consider and comment on 

It is proposed that the IFI will be able to produce related research on fiscal and budgetary matters, 

but that this research should not go beyond positive analysis. The specific nature of the research 

and analysis that can be produced will be developed further. 

 

What do you think? 

3.5  Do you agree that the new Independent Fiscal Institution should be able to 

produce other relevant research on fiscal and budgetary matters? 

Response: 

I agree for three main reasons. 

First, building a broader understanding and expertise in the area of fiscal policy and budgetary 

matters will help the IFI perform its core functions more effectively. For example, while studying 

distributional issues may not be a part of the core mandate, research by staff (subject to an 

appropriate institutional disclaimer) on related topics may enhance the toolkit of the institution and 

result in more accurate or at least more informed estimates of fiscal impacts of various measures. 

Second, as I discuss in Horvath (2018a), also drawing on Jonung et al. (2015), producing peer-

reviewed research on fiscal policy enhances the profile of both the institution and the individual. 

Allowing individuals to work on an independent research agenda related to the mandate of the 

institution can be an important motivational tool in small and non-hierarchical institutional structures. 

It enables collaboration with academics (which in a way relaxes the resource constraint of the IFI), 

and also boosts the broader career prospects of the employees. The expectation of the latter should 

in turn help in the recruitment phase by broadening and improving the quality of the pool of 

applicants for IFI jobs. 

Third, it is a public good which may be for various reasons supplied in less than efficient quantity by 

other public and private institutions whose core activities lie elsewhere. 

References:  

Horvath, M. (2018a) 'Children of the crisis, Fiscal councils in Portugal, Spain and Ireland', in 

Beetsma, R. and Debrun, X. (eds) (2018) 'Independent Fiscal Councils: Watchdogs or lapdogs?', A 

VoxEU.org Book, CEPR Press, January, pp. 125-133. 

Jonung, L., Begg, I. and Tutty, M.G. (2015) ‘How is the Irish Fiscal Advisory Council Performing? An 

Independent Evaluation of the First Years of IFAC’, IFAC, Dublin. 

 

https://voxeu.org/content/independent-fiscal-councils-watchdogs-or-lapdogs


 

Establishing an Independent Fiscal Institution – Submission Form   |   13 

 

4 What are some of the key success factors and 
challenges facing the establishment of the IFI? 

 

What do you think? 

4.a  What factors do you consider make Independent Fiscal Institutions successful? 

Response: 

Three factors: people, information and communication. 

Experience from the EU suggests that governments – regardless of their attitude towards the idea 

of independent budgetary oversight – are ready provide the legal and institutional conditions for 

independence (non-partisanship), expert leadership and freedom to communicate. Yet, there is 

substantial heterogeneity in the performance of the IFIs. 

The factors that single out good institutions from bad are the resources and freedom to hire qualified 

staff, access to relevant information and the practical possibility to communicate with the key 

stakeholders.  

The first two factors are key inputs into the ‘production function’ of an IFI.  

The effectiveness of the IFI also crucially depends on its ability to engage actively in a dialogue with 

its key target groups. IFIs based in parliaments are best placed to communicate with 

parliamentarians, an audience that is of central importance in a representative democracy. While 

IFIs based outside legislatures are also strongly encouraged (e.g. by the OECD principles) to 

engage with parliamentarians for the same reason, it may not always be so easy in practice. If 

ambivalence from parliamentarians in systems where legislatures are less active in scrutinising 

government policy is not substituted by interest from the media, the IFIs are left with the possibility 

to reach the broader public more or less directly. In those cases, the question of capacity becomes 

crucial. 

The executive is, of course, a key stakeholder. It is essential to the idea of independent public 

scrutiny for IFIs to be able to engage in a structured public dialogue with government authorities. 

Some systems can rely on custom or established practice to ensure such a dialogue takes place. 

Elsewhere, Memoranda of Understanding (mentioned above in the context of forecast evaluation) or 

legal ‘Comply or Explain’ provisions guarantee that an exchange takes place. It is worth considering 

such arrangements also as a back-up solution for adverse political conditions. The experience from 

the EU suggests that it is otherwise far too easy for governments to ignore statements and 

recommendations by IFIs or to act in an elusive manner.  

It is important to note that the willingness by the executive to ensure the three key factors are in 

place may be a state-contingent matter that depends on the nature of the interaction between the 

IFI and the government or the state of the political game. Therefore, appropriate (legal) safeguards 

in all three areas are needed ex ante. 
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4.b  What challenges do you consider will impact the establishment of a successful 

Independent Fiscal Institution in New Zealand? 

Response: 

I share the concerns raised on page 40 in the discussion document. Without a detailed knowledge 

of the conditions in NZ, I should expect that finding the required number of people with the relevant 

skills and qualification and in a relatively narrow timeframe will be a key challenge. The second 

operational challenge will be to strike the right balance and find the right sequencing among the 

different elements of a broad mandate. The two challenges are, of course, related.  

I did a quick comparison with the 2015 database on EU IFIs I used to construct the input-based 

measures of their potential effectiveness in Horvath (2018b). I took the proposed mandate of the NZ 

IFI and adjusted its individual elements for resource intensity applying the crude judgement-based 

adjustment used in the paper. Following such a re-scaling, the reference group that emerges based 

on the number of tasks the NZ IFI is proposed to fulfil consists of the Dutch, Spanish and 

Portuguese IFIs. These are all highly-regarded members of the EU IFI family that finished as the top 

three institutions in my input-based ranking of potential effectiveness of EU IFIs.  

The comparison allows us to obtain a rough estimate of the staff numbers that could serve as a 

relevant benchmark. The number of staff in the three institutions ranges from 20 to 35. In the case 

of the Dutch CPB, the figure is an estimate by colleagues in the CPB about how many of the total 

CPB staff are assigned to standard IFI functions. One should also note that the Spanish IFI was 

reporting human resource shortages in some areas at that stage (see Horvath, 2018a cited above).  

The CPB, unlike the other EU IFIs, also costs election manifestos which is one of the proposed 

functions of the NZ IFI too (although without environmental and welfare analysis). According to 

information from the CPB, their pre-election costing activity can occupy in excess of 60 analysts for 

a period of 3 months. To perform this rather resource-intensive part of its mandate, the CPB can 

rely on analytical capacity from its broader functions.  

Overall, staff of around 30 appears to be a reasonable estimate of the needs at least for the first few 

years of functioning of the NZ IFI. Should a comprehensive coverage of the sub-national 

government level become a part of the mandate, the resource needs would grow further. On the 

other hand, intense cooperation at the technical level with relevant government departments can 

reduce the resource needs. For example, the costs of developing and maintaining complex 

modelling tools could be shared. In such a case, however, strong safeguards are needed to ensure 

there is no political interference into the work and information flow across the respective institutions. 

At the same time, one should also note that even in a country with a relatively small population size, 

there are significant potential gains in terms of building expertise from competition in economic 

modelling across institutions. 

Experience suggests that the creation of an IFI tends to expand rather than simply re-allocate 

analytical capacity in the area of fiscal policy. Nevertheless, it is important to build up the IFI in a 

way that does not weaken the government departments’ capacity to conduct their own analysis. 

Flexibility in terms of nationality of hires, terms of their contract or pay scale allow IFIs to build 

capacity faster and in a more sustainable way. 

Reference: 

Horvath, M. (2018b) 'EU Independent Fiscal Institutions: An Assessment of Potential Effectiveness', 

2018, Journal of Common Market Studies, 56(3), April, pp. 504-519 

 

https://onlinelibrary.wiley.com/doi/abs/10.1111/jcms.12631
http://www.rozpoctovarada.sk/download/2015_02_02_charted_choices_bratislava_final_.pptx
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5 What institutional form should the IFI take? 

Proposal to consider and comment on 

The Government is yet to form a view on the appropriate institutional form for the IFI.  A number of 

potential institutional models could work in the New Zealand context.  These models are outlined in 

the table below. 

Who is the new IFI 

accountable to? 

Existing institutions New institutions 

EXECUTIVE Part of the Treasury New Department 

New Statutory Crown Entity (from least 

to most independent: Crown Agent, 

Autonomous Crown Entity, or 

Independent Crown Entity) 

PARLIAMENT Part of the Controller and Auditor-General 

Part of the Office of the Clerk 

Part of the Parliamentary Service  

New “legislative” branch department 

New Officer of Parliament 

   
 

What do you think? 

5.a  Given the proposed mandate and functions, who do you think the new Independent Fiscal 

Institution would be doing a job for and, therefore, who should it be accountable to? 

Response: 

I would recommend accountability to Parliament. 

 

 

5.b  Do you think a new Independent Fiscal Institution is required, or can some, or all, of 

the proposed functions be performed effectively by an existing institution? 

Response: 

I would favour creating a new IFI. 

In the EU, there are examples of IFIs embedded into existing institutions, namely audit offices or the 

judiciary. One advantage of such solutions is that the IFI inherits the credibility of an existing 

independent institution. This relaxes the need to build credibility in the early stages of the 

institutional life of the IFI. 

On the other hand, audit offices (and other comparable institutions where an IFI could be placed) 

are institutions with a fundamentally different nature of work when it comes to analytical work 

(backward-looking, emphasis on cost v benefit and legal matters) as well as communication, 

including interaction with government. Managers in such institutions do not necessarily appreciate 

the differing needs of an IFI, and the visibility of the IFI can easily become diminished in the 
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hierarchical culture of their host institutions. The experience from the EU suggests that the success 

of such arrangements indeed depends on managerial approach and organisational politics which 

may be influenced by personal character traits, and hence involve a significant random component. 

5.c  What level of independence from Ministers do you think is required to achieve the new 

Independent Fiscal Institution’s proposed mandate and functions? 

Response: 

All successful and effective IFIs operate as highly independent entities regardless of their 

institutional location vis-à-vis the executive. This independence is characterised by transparent 

merit-based appointments and limited dismissal procedures, guarantees with regards to the stability 

of an appropriate level of funding and a high degree of operational independence (hiring staff, 

defining agenda etc.) 

5.d  Do you have a preferred institutional model for the new Independent Fiscal Institution? 

Response: 

On this basis, I prefer self-standing new institutions. In the context of NZ, without having a detailed 

understanding of the exact opportunities and constraints faced by different institutional solutions, a 

new Officer of Parliament appears to be a reasonable solution. 
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6 Do you have any other feedback? 

 

What do you think? 

6.a  Are there any issues not discussed in this document that you would like to bring to the 

Government’s attention at this stage? 

Response: 

 

 

 

6.b  What submissions would you like to make on those issues? 

Response: 
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