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Submission on the creation of an Independent Fiscal Institution 

About the New Zealand Taxpayers’ Union 
 
1. Founded in 2013 by Jordan Williams and David Farrar, the Taxpayers’ Union is New Zealand’s largest 

taxpayer-advocacy group – with its sister group, the Auckland Ratepayers’ Alliance, it enjoys the support 
of 36,000 subscribed supporters and members.  

2. The Taxpayers’ Union’s vision is a prosperous New Zealand with efficient, transparent, and accountable 
government. Our mission is Less Waste, Lower Taxes, More Transparency.    

Overview 
 
3. We are supportive of the creation of an Independent Fiscal Institution (‘IFI’).  

4. This submission will address each of the questions outlined in the submission document.  

5. We submit that the primary goal of the IFI should be to support accountability and transparency. While 
it can and should perform other specialist work (long-term forecasting, Treasury oversight) an IFI has an 
exclusive ability to provide independent costing of political party promises.  

Background 
 
6. Our 2017 ‘Bribe-o-meter’ tracked and recorded the costs of all parties’ election bribes in the lead up to 

the general election. Our economist worked with all of the major parties and peer reviewed their fiscal 
costings, tracking totals of the announced policies with weekly commentaries and graphics which were 
picked up by the media.  

7. In addition, our online ads, and videos saw more than one million voters across the country know the 
comparative and per household costs of election promises. 
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8. It was evident that our tool was not just a tool for voters, but a reliable voice of judgment for media to 
source information and hold politicians to account for their spending promises.  

“Why establish an Independent Fiscal Institution?” 
 
9. The implementation of effective and efficient policy depends partly on the ability of voters to assess 

political party promises at elections, which in turn depends on voters having access to high quality easily 
comparable information.  

10. While some political parties already cost their election promises, the use of a range of different 
consultancies and modelling techniques means that comparing different sets of policies is difficult for 
voters – or in some cases, even our own economists and advisors.  

11. Currently there are also poor incentives operating on political parties that is to ensure any policy costing 
advice is politically useful, rather than damaging. Even if this has no effect on the actual costing of 
policies, voters will still perceive that these incentives will shape any costing advice, undermining voter 
confidence in costing advice.  

12. In contrast, independent costing of political party promises by an IFI is likely to be easily comparable 
across political parties and does not suffer from poor incentive effects.  

13. An IFI is also well-placed to provide advice to the public on the nature of any long-term fiscal risks 
associated with an aging population. The public may need to make difficult decisions at an election in 
the future regarding superannuation and healthcare costs, which will require an honest appraisal about 
the future costs of current policy settings.  

14. Political parties have incentives to not fully disclose the size or nature of these fiscal risks so they can 
avoid isolating members of the public who strongly feel that we should maintain current policy settings.  

15. While Treasury does forecast long-term debt pressures in the Long-term fiscal model (‘LTFM’), there is 
room for alternative perspectives, particularly regarding the costing of alternative policy structures, like 
compulsory savings schemes for healthcare and old-age income.  

“What is the purpose of the new IFI?” 
 
16. The Taxpayers’ Union endorses the suggested purpose of the IFI.  

17. However, we would add that when providing advice on the “financial implications of political party 
policy proposals”, the IFI should provide estimates of the average per household cost of implementing 
policies.  

18. If the purpose of the IFI is to provide information to ensure government is more transparent and 
accountable, information provided to the public needs to be easily understandable, and forecasted over 
identical time periods, to ensure easy comparability. 

19. Providing the cost of policies in millions (or billions) of dollars means very little to households balancing 
their budget or attempting to understand the long-term cost of a policy to their family and makes it 
difficult for voters to estimate whether a particular policy represents good value-for-money.  



  

“What roles and functions should the IFI undertake?” 
 
20. The Taxpayers’ Union endorses the suggested key functions for the IFI. 

21. We would additionally submit that with the adoption of the ‘Four Capitals approach’ and the ‘wellbeing’ 
focus in future budgets that the IFI provide advice on any changes to the budget process, and where 
possible, translate these changes to the public.  

22. Supervision of, and advice to, Treasury of the new ‘wellbeing’ approach will ensure New Zealanders can 
have confidence in the performance of Treasury.  

23. The public may find the ‘wellbeing’ approach of future budgets difficult to understand. The IFI should 
additionally seek to explain any ‘wellbeing’ factors to the public and their relevance to people’s lives, 
and critique the measures if they are not useful in improving peoples’ lives, or warp policy assessment.  

Political party policy costings 
 
24. The Taxpayers’ Union endorses each of the key features of this proposed function of the IFI.  

25. However, the primary purpose of providing independent policy costing is to improve democratic 
accountability, which depends on the ability of the public to clearly understand the cost of a policy with 
reference to their household budget. 

26. To ensure this, we would add that any costing should include a per household equivalent cost of 
implementing the policy.  

27. Analysis should provide dynamic and static effects of policies, including any effects on GDP, CPI, average 
wages, and government revenue and expenditure. 

Commentary on Treasury’s economic and fiscal forecasts  
 
28. The Taxpayers’ Union endorses the key features of this proposed function.  

29. We would add that the IFI should seek to survey the available literature on wellbeing measures and on 
social, natural, and human capital to ensure Treasury is correctly implementing its new approach to the 
budget process.  

30. The IFI should also comment on the ability of Treasury to measure and/or forecast wellbeing and 
alternative capital measures to ensure that these measures are not used incorrectly in the budget 
process or when providing policy advice to ministers. 

Commentary on long-term fiscal sustainability and key fiscal risks 
 
31. The Taxpayers’ Union endorses each of the key features of this proposed function of the IFI.  

32. We would add that while testing the Government’s 10-year fiscal projections is valuable, the IFI should 
also seek to forecast over a much longer time period, even where this is difficult.  

33. Maintaining current policy settings in healthcare and superannuation over coming decades will put 
significant pressure on fiscal policy.  



  

34. The latest version of Treasury’s long-term fiscal model estimates that based on historical spending 
patterns and labour productivity growth of one percent per annum, debt is expected to exceed 200 
percent of GDP by 2060. 

35. In the near future, the public will be required to decide between a variety of different policies to ensure 
public debt remains sustainable. The IFI can provide support by forecasting debt, growth, and savings 
rates under a range of different policy settings. 

36. A perception of political independence must be maintained in order for the public to take this advice 
seriously. Any proposed changes to superannuation or health funding would be controversial and likely 
to be politicised so the credibility of the fiscal advice from the IFI is paramount.  

 “What institutional form should the IFI take?” 
 
37. While it should perform other functions (forecasting and Treasury oversight), the primary role of the IFI 

should be to support public accountability and transparency.  

38. In order to maintain the independence of these functions from ministerial oversight, we support 
structuring the IFI as an independent Officer of Parliament.  

Summary 
 
39. We broadly support the proposals outlined in the IFI discussion document. The Taxpayers’ Union has 

campaigned for some form of IFI since … and we are delighted the Government is adopting the policy.  

40. We note that Minister James Shaw has invited us to meet with Treasury officials to discuss these 
matters and wish to take up this opportunity if possible.  

 
Yours faithfully 
New Zealand Taxpayers' Union Inc 

Joe Ascroft 
Economic Advisor 
[1]
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