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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. 
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Your contact details 
For individuals 

Your name:  

 

 

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]

[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: 

This is a rare opportunity to institutionalize a process to strengthen New Zealand (NZ)’s 
fiscal management system on an ongoing basis. 

Comment:  

It is critical from the outset to articulate the problem statement correctly. An understanding 
of the history of NZ’s fiscal management system and of comparable international 
experience helps with this.  

A test of the extent to which NZ’s fiscal management system is operating at the highest 
level of effectiveness is whether experts designing improvements to comparable systems 
internationally see NZ’s as a positive model. There are many elements of NZ’s system in 
which this is the case, e.g. ex post and prospective consolidated financial statements, fiscal 
risks disclosure, SOE ownership monitoring, debt management, cash management, 
banking arrangements, rolling baseline budget preparation, accounting standards and 
policies (except for the recognition in financial statements of social welfare obligations). 
However, there are some elements of NZ’s system that are not international models, e.g. 
internal control, parliamentary scrutiny, budget coverage, the gatekeeping role of the 
Treasury, the link between strategic planning and fiscal planning. There are also some 
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elements of NZ’s system that used to be seen as international models but which, as 
international experience has deepened, are now seen in a more ambivalent light, e.g. the 
fiscal responsibility framework, the performance budgeting approach, external audit.  

There have been past failures in the NZ’s fiscal management system, many of which are 
implied in the reforms that led to the successful elements noted above. Other noteworthy 
failures include the program budgeting and medium term fiscal planning systems that were 
initiated in the late 1960s and replaced starting in 1989. The cumulative effect of all these 
failures on NZ’s fiscal performance, and hence its economic and social progress, was more 
serious than is generally appreciated today.  

It follows from the foregoing that the problem statement should be:  

How to build into NZ’s fiscal management system the capacity to identify and assess 
its weaknesses, and therefore to help ensure that all its elements are operating at the 
highest level of effectiveness. 
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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: Enhance New Zealand’s fiscal management system by providing independent 
published assessments of its strengths and weaknesses, both in design and performance 

Comment: 

The Minister’s statement, the Secretary’s statement and the Discussion Paper emphasize different 
issues. When they are read as a whole, they imply that a comprehensive approach is warranted. 

An IFI should not be necessary if: (i) there were an institution responsible for whole-of-government 
internal financial control; and (ii) if the external oversight responsibilities of the Audit Office and 
parliament were exercised effectively and comprehensively.  

Whole-of-government internal financial control is not simply the aggregation of the internal financial 
control by ministries and other agencies, because: (i) the assessed risks of an entity as a whole 
may differ from the aggregation of the risks assessed by its constituent parts; and (ii) significant 
financial decisions are made at the government level and are not covered by the internal financial 
control systems of ministries and other agencies.    

Other countries have institutions responsible for whole-of-government internal financial control; 
however, they do not necessarily operate effectively at present and it is not clear that there is as yet 
a satisfactory international model for NZ to follow.  

When NZ’s major public financial management (PFM) reforms were designed in the mid-1980s, 
whole-of-government internal financial control was not given significant consideration. Nor was 
significant consideration given to the development of the external oversight responsibilities of the 
Audit Office and parliament to complement the PFM reforms and assure their full success. As a 
result, for example, parliament’s scrutiny of the fiscal management system is currently limited mainly 
to the Opposition spokesperson on finance using scrutiny for the purpose of learning how to be a 
Minister of Finance.    
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The first-best approach to addressing the problem as stated in 1 above would be, on a holistic 
basis, to: (i) establish a whole-of-government internal financial control institution; (ii) enhance the 
responsibilities of the Audit Office; and (iii) enhance the responsibilities of parliament in the 
oversight of fiscal management. However, I am sceptical that (i) would be practical at the present 
time because the mentality of the NZ fiscal authorities is orientated towards improving financial 
control via maximizing the potential of transparency rather than via maximizing the potential of 
internal financial control directly. Moreover, given that enhancement of the responsibilities of the 
Audit Office and parliament are mutually-exclusive options identified in the Discussion Paper, it 
would be difficult for the authorities to agree to enhancements for both institutions. Therefore, the 
most efficient reform path for the immediate future is to develop a transparency-based solution, 
based on one institution, as the first stage of a medium-term plan. A future stage of the medium-
term plan should be modalities for more effective engagement with civil society (e.g. public 
participation in the budgetary process as envisaged by the IMF’s Fiscal Transparency Code). 
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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: 

(i) Independently identify and assess weaknesses in the design and performance of New Zealand’s 
fiscal management system and performance, publish its assessments and, if it considers 
appropriate, provide recommendations to address them, including providing independent 
assessments of:  

a. the quality and effectiveness of New Zealand’s fiscal legislation and its implementation 

b. New Zealand’s fiscal performance 

(ii) Support more effective parliamentary scrutiny of New Zealand’s fiscal management system and    
performance by: 

a. responding to requests by members of parliament for assessments of it  

b. providing and publishing financial costings of political party policies, including election 
manifestos 

Comment: 

The IFI needs to have a broad mandate for the reasons discussed in 1 and 2 above. In addition, 
it needs particular functions designed to help: 

(a) restore the NZ parliament’s proper role in external oversight of fiscal management; for this 
to happen, it needs sufficient support to be able to engage with what has become a 
sophisticated fiscal management system. 

(b) It is also critical to have a proper system of costing political party promises, to improve their 
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quality and consistency. Events leading up to the last election shows that this is a pressing 
need. 

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: No. As mentioned in 2 above, the establishment of an IFI should be seen as the first 
stage in a medium-term plan to ensure that internal financial control and external oversight of fiscal 
management are designed and implemented effectively and comprehensively. The above 
specification of functions will be sufficient to ensure that the IFI contributes to the development of 
this plan. 
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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: 

c. 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.  

d. 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. 

e. The IFI would not cost Government policies. 

f. A framework, including specific criteria and thresholds, needs to be developed to ration and 
prioritise costing requests across parties in an equitable way. 

g. 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. 

h. 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. 

i. 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. 

j. 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).  

k. If the political party has not announced the costed policy, then the IFI could not release that 
costing unless the party agreed. 

l. 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: Yes. 

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: I am not sure. 
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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: 

m. 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). 

n. 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. 

o. 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. 

p. The IFI would conduct ex-post assessments, including after the release of the annual audited 
Financial Statements of the Government.  

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

r. 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.  

s. 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: In addition, the IFI should also be able to comment on any weaknesses in the PFA 
obligations (i.e. the legislative framework of the fiscal management system) and make 
recommendations to strengthen them.  

However, the IFI should not become part of the day-to-day fiscal management process, which 
would risk making its work mechanical and burdensome, and reducing its independence. Therefore, 
it should not be obliged to comment publicly on all of the documents produced by the 
government/Treasury, and when it does comment publicly should not be required to comment 
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exhaustively.   

Furthermore, it should not be necessary for the IFI to be able to require the government to clarify its 
fiscal strategy or for it to have access to confidential information. This could undermine its perceived 
and actual independence.   
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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: 

t. The IFI would comment on the reasonableness of the key judgements and assumptions 
underpinning the economic and fiscal forecasts produced by the Treasury. 

u. 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. 

v. 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. 

w. 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: In line with my response to 3.2, the IFI should not be required to publish extensive, or 
any commentary at any time, and should not have privileged access to information.  

The Treasury’s economic and fiscal forecasts are highly regarded, both domestically and 
internationally, as are the diligence, seriousness and independence with which the Treasury carries 
out its forecasting responsibilities. Therefore, the IFI should not institutionalize second-guessing, but 
only comment by exception. Also, there are a number of other forecasters, so that in the normal 
course of events there is debate around the Treasury’s forecasts even without an IFI. 
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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: 

x. 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. 

y. 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: Yes. These would be covered by the roles of the IFI I suggest in 3a. 
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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: No. The IFI should be applying the existing knowledge revealed by deep investigation of 
NZ and international experience of fiscal management. It should not try to extend that knowledge; 
apart from the diversion of focus and resources, this would risk singularity i.e. its commentary being 
captured intellectually by its own research. This is a critical methodological issue. 
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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: Legal framework, functional independence, professional credibility, technical 
competence, track record, interaction with civil society 

4.b  What challenges do you consider will impact the establishment of a successful 
Independent Fiscal Institution in New Zealand? 

Response: Ability to design a robust framework, to resist pressure from political and bureaucratic 
interests to modify the design, to recruit technically experienced and ethically robust personnel, 
ability to secure funding without compromising design, effectiveness of its civil society outreach 
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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: Parliament, i.e. a PBO, for the following reasons: 

- Parliament has the strongest legal and institutional framework for ensuring the IFI’s 
independence.  

- Parliament’s role in the external oversight of the fiscal management system is in urgent need 
of being improved. 

-  An entity of the Executive would risk fragmenting the Executive’s fiscal management, 
undermining accountability. The development of internal financial control within the 
Executive should be addressed as part of a medium-term plan. 

- An entity of the Executive would not be, or be seen to be, sufficiently independent. 

- It is more logical for the sensitive task of political party costings to be undertaken by a PBO 
rather than an entity of the Executive, in political to avoid politicization of Executive fiscal 
institutions that should be apolitical.      

The PBO should be a new institution of parliament, but I am not yet sure whether it should be an 
Officer or new legislative branch department, or how to reflect it in the NZ legal framework 
governing parliament. However, there are some good international comparators (e.g. Australia).  

Some of the IFI’s work could, in principle, be done by the Audit Office (e.g. ex post assessments), 
but some of it could not be done by the Audit Office without a major change in its role (e.g. ex ante 
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assessments), so it is probably best to leave the Audit Office out of consideration at this stage. 
However, as part of a medium-term plan to improve external oversight, the responsibilities of the 
Audit Office should be reviewed.     

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: As discussed above, an appropriately-designed IFI should be the first stage of a 
medium-term plan to improve the NZ government’s internal financial control and external fiscal 
oversight functions.  

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: 100% independence is required 

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

Response: A PBO, for the reasons discussed above. 
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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: No. 

 

 

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

Response: None. 
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