
   

The Treasury 
Submissions on Establishing an Independent Fiscal Institution 

Information Release 

March 2019 

This document has been proactively released by the Treasury on the Treasury website at  

https://treasury.govt.nz/publications/information-release/establishing-independent-fiscal-institution-
submissions 
 
Information Withheld 

Some parts of this information release would not be appropriate to release and, if requested, would be 
withheld under the Official Information Act 1982 (the Act). 

Where this is the case, the relevant sections of the Act that would apply have been identified.   

Where information has been withheld, no public interest has been identified that would outweigh the reasons 
for withholding it. 

Key to sections of the Act under which information has been withheld: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 

Where information has been withheld, a numbered reference to the applicable section of the Act has been 
made, as listed above. For example, a [1] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 

 
Copyright and Licensing 

Cabinet material and advice to Ministers from the Treasury and other public service departments are 
© Crown copyright but are licensed for re-use under Creative Commons Attribution 4.0 International 
(CC BY 4.0) [https://creativecommons.org/licenses/by/4.0/]. 

For material created by other parties, copyright is held by them and they must be consulted on the licensing 
terms that they apply to their material. 



 

 

SUBMISSION FORM 

 

 

 

 

New Zealand’s Fiscal Policy 
Framework 

 

Establishing an Independent  
Fiscal Institution 

 

 

September 2018 





 

Establishing an Independent Fiscal Institution – Submission Form   |   1 

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:  

 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: OECD 

Nature of your business: International organisation 

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

any summary of submissions that we may publish. 

 

Contact person name: Scherie Nicol 

Position: Policy Analyst, Budgeting and Public Expenditures Division 

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: 

Countries across the OECD have established independent fiscal institutions (IFIs) to promote sound 

fiscal policy and sustainable public finances. By providing an independent, non-partisan and 

objective assessment of fiscal policy and performance, IFIs serve to promote sound fiscal decision-

making and sustainable public finances. They reduce information asymmetries and promote greater 

transparency of the public finances, thus raising reputational and electoral costs for governments that 

pursue imprudent policies or break key commitments. Consequently, they can help to address biases 

towards spending and deficits. Since the 2008 global financial crisis, the OECD has seen strong 

growth in the number of IFIs (see Figure 1 below), and they are now established in 28 out of 36 

OECD countries. 
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Figure 1: Growth in IFIs across OECD countries 

 

Source: OECD IFI Database 2018 

The fiscal framework in New Zealand has many strengths and is highly-regarded thanks to strict 

fiscal accounting and high levels of transparency, together with the strong independence of the 

Treasury. The Treasury has operational independence in forecasting and policy analysis, and is 

constitutionally allowed to have its own voice from government (a power which it exercises). This has 

led to questions about whether or not an IFI is needed in New Zealand. However, there are gaps in 

the fiscal framework that a new IFI could help address: 

1. A weak ex ante oversight tradition is observed in New Zealand relative to other OECD 

countries. This is evidenced in the “Index of Legislative Budget Institutions” (Wehner 2010), 

which shows New Zealand and other countries with “Westminster-style” parliaments at the 

lower end of the scale in terms of legislative budget capacity.  In many of these countries 

(see Canada, Ireland and Australia), there is a trend to set up a parliamentary budget office 

(PBO) to help strengthen legislative budget scrutiny. A PBO provides information that puts 

the legislature on a more equal footing with the executive and gives it an opportunity to play 

a more meaningful role in budget oversight.  

2. There is currently no effective mechanism for independent assessment of opposition parties’ 

policy proposals. Allocating this responsibility to an IFI, as is done in Australia and Canada, 

could strengthen New Zealand’s institutional framework in this regard (OECD Economic 

Survey: New Zealand 2017). The provision of independent costings may also help support 

the Mixed Member parliamentary system in New Zealand and support capacity building for 

the formation of government post-election.  

3. A greater focus on long-term fiscal sustainability. The New Zealand Treasury prepares a long-

term fiscal statement, which is an effective tool for considering the long-term fiscal 

implications of New Zealand’s policy settings. An IFI typically draws on such statements to 

support its commentary on fiscal forecasts and to respond to questions from political parties 

represented in the parliament. In this regard, the IFI makes frequent use of such statements 

and supports public discussion on the long-term strategy and management of fiscal policy.  

The favourable economic conditions at present in New Zealand also mean that it is a relatively good 

time to set up an IFI. These conditions provide the IFI with an opportunity to establish itself on a firm 

http://personal.lse.ac.uk/wehner/index_book.pdf
https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-new-zealand_19990162
https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-new-zealand_19990162
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footing in a stable environment. Once fully established, the IFI will be in the position to provide 

independent fiscal commentary geared towards ensuring the government has in place a sustainable 

fiscal policy that can help New Zealand to effectively mitigate the fiscal effects of any future global 

shocks or natural disasters. 
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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 proposed Purpose statement for the New Zealand IFI is in line with international norms (see 

examples in Table 1 below). However, it may be preferable to use the term “fiscal sustainability” 

rather than “fiscal responsibility” in the Purpose statement. The term “fiscal responsibility” is linked 

with New Zealand’s Fiscal Responsibility Act. However, it can be associated with fiscal austerity in 

some international contexts. Given that there may be times that the IFI recommends a looser fiscal 

stance, the term “fiscal sustainability” can be more neutral. 

In setting out how the purpose might be achieved, it would be useful to think in advance how the 

effectiveness of the IFI might be measured. In OECD countries, IFIs periodically undertake external 

evaluations to measure their impact and effectiveness. Advance thought of the measures against 

which its performance might be measured can be helpful in informing such an evaluation. 

Table 1: Examples of an IFIs Purpose from across the OECD 

OECD IFI Purpose Source 

Australian PBO To inform the Parliament by 

providing ... independent and non-

partisan analysis of the budget 

cycle, fiscal policy and the financial 

implications of proposals 

Australian Parliament 

website 

Austrian PBO To support the National Council in 

the budgetary process, in 

examining and enacting budget 

laws and exercising its oversight 

role. 

Austrian PBO 

presentation 

https://www.aph.gov.au/About_Parliament/Senate/Powers_practice_n_procedures/pops/pop64/c05
http://knesset.gov.il/mmm/oecd/Session_1_Austria_PBO_Update.pdf
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Canadian PBO To support Parliament by providing 

analysis, including analysis of 

macro-economic and fiscal policy, 

for the purposes of raising the 

quality of parliamentary debate and 

promoting greater budget 

transparency and accountability. 

PBO Enabling 

legislation 

Korean NABO To support legislative activities 

through analysis and evaluation of 

national finances and policies. 

Korean NABO website 

UK OBR To examine and report on the 

sustainability of the public finances. 

OBR Enabling 

legislation 

US CBO To produce independent analyses 

of budgetary and economic issues 

to support the Congressional 

budget process. 

US CBO website 

 

 

 

http://laws-lois.justice.gc.ca/eng/acts/p-1/page-14.html
http://laws-lois.justice.gc.ca/eng/acts/p-1/page-14.html
http://korea.nabo.go.kr/eng/01_about/mission.page
http://obr.uk/docs/dlm_uploads/Budget-Responsibility-and-National-Audit-Act-2011.pdf
http://obr.uk/docs/dlm_uploads/Budget-Responsibility-and-National-Audit-Act-2011.pdf
https://www.cbo.gov/about/overview
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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: 

The functions (and roles) of any new IFI should be based on local needs and the local institutional 

environment. Given the gaps in the New Zealand fiscal framework, the proposed functions – 

particularly the provision of financial costings and undertaking analysis of long-term fiscal 

sustainability and key fiscal risks - make sense. The other functions proposed are in line with 

international norms for an IFI. More than half of the IFIs in OECD countries have a role preparing or 

assessing macroeconomic or fiscal forecasts and monitoring compliance with fiscal rules (see 

Figure 2). Another function that OECD PBOs tend to have is direct support to the legislature in 

budget analysis. Adding this function to the new IFI would help further address the need to 

strengthen the New Zealand parliament and its role in budget oversight. 

Future Wellbeing Budgets in New Zealand will also need to be subject to appropriate accountability 

and scrutiny of procedures. It may be that the new IFI could play a useful role in this respect. For 

example, in Ireland, where the government has recently introduced gender budgeting, the Irish PBO 

recently worked with the Economic and Social Research Institute to assess the gender impact of 

Irish budgetary policy. Additionally, in Austria, where the government has integrated gender 

budgeting through the performance framework, the PBO provides independent scrutiny of gender 

indicators. 

The function to “produce relevant and related commentary on fiscal and budgetary matters” is 

important as it provides scope for the new IFI to do undertake work at its own initiative. This is in 

line with OECD IFI Principle 3.2 which states “IFIs should have the scope to produce reports and 

analysis at their own initiative, provided that these are consistent with their mandate. Similarly, they 

should have the autonomy to determine their own work programme within the bounds of their 

mandate.” Almost all IFIs in OECD countries, 97% have the scope to do this. Sometimes the IFI 

workplan is put to parliament for comment (not approval). For example, in Australia, the PBO sets 
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its own work programme in consultation with the Joint Committee on Public Accounts and Audit.  

Figure 2: Functions of OECD IFIs 

 
Source: OECD IFI Database 2018 

Once the functions of the new IFI have been identified, they should be clearly defined in legislation, 

including the general types of reports and analysis it is to produce, who may request reports and 

analysis, and, if appropriate, associated timelines for their release (see OECD IFI Principle 3.1). 

Due to the broad range of functions proposed, the new IFI would need adequate resourced. OECD 

IFI Principle 4.1 states “The resources allocated to IFIs must be commensurate with their mandate 

in order for them to fulfil it in a credible manner.”  

Figure 3 below shows how those IFIs with a costing function are typically more heavily resourced 

than those without. However, the relatively high level of resourcing is influenced by the full range of 

responsibilities these IFIs have, not just the costing function. This would need to be taken into 

account in any resourcing decisions for the new IFI in New Zealand.  
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Figure 3: Functions and resourcing of OECD IFIs 

 

* Italy also monitors compliance with fiscal rules and assesses forecasts. Data on the budget for Belgium and Austria are not 

available. 

Source: OECD IFI Database 2018 

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: 

Making a commitment from the beginning to undertake an external evaluation of the IFI around five 

years after it has been established provides an opportunity to re-visit whether or not any additional 

functions should be added. This is also in line with OECD IFI Principle 9.1 which states “IFIs should 

develop a mechanism for external evaluation of their work – to be conducted by local or 

international experts. This may take several forms: review of selected pieces of work; annual 

evaluation of the quality of analysis; a permanent advisory panel or board; or peer review by an IFI 

in another country.” 

Some IFIs have external evaluation built into their legislation: Australia (foreseen after a general 

election at the request of the Joint Committee of Public Accounts and Audit), the United Kingdom (at 

five year intervals), and Scotland (within two years of establishment and after each subsequent 

period of five years). Others, in line with international good practice, have voluntarily chosen to 

undergo external evaluation. The Irish Fiscal Advisory Council proposed that a peer review take 

place on a regular basis, such as every four years. The CPB Netherlands Bureau for Economic 

Policy Analysis (CPB) undergoes evaluation of its work by academics and by clients every five 

years. In Spain, the first President of AIReF committed to undertaking a mid-term independent 
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external evaluation. 
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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. 

 



 

Establishing an Independent Fiscal Institution – Submission Form   |   13 

 

 

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: 

Just under half of the institutions in OECD member countries have a role in costing, with this 

function more typically found in parliamentary budget offices (specifically, the Australian 

Parliamentary Budget Office (PBO), the Canadian PBO, the Korean National Assembly Budget 

Office, the Irish PBO and the US Congressional Budget Office).   

Within the OECD, there is notable diversity in the costing role across IFIs.  Of those IFIs that do 

costing, almost all have a role in policy costing.  The majority also have a role in costing bills.  While 

this is usually limited to those bills introduced by the legislature, e.g., private member’s bills, some 

offices have wider responsibilities.  For example, the US Congressional Budget Office costs virtually 

every bill reported by congressional committees (between 500 and 700 annually). A smaller number 

of IFIs have a role in costing election manifestos (the Australian PBO (along with the New South 

Wales PBO and the Victorian PBO in Australia), the Canadian PBO and the CPB Netherlands 

Bureau for Economic Policy Analysis (CPB)). If the new IFI is to cost election manifestos, it will join 

this niche group of IFIs. 

Scope of costings 

The majority of IFIs undertaking costings present static cost estimates taking into account some 

first-order fiscal effects (e.g., this is the typical approach at the Australian PBO, the Canadian PBO 

and the UK OBR). To reflect budget risks, but maintain policy neutrality, sensitivity analysis can be 

provided for each of the relevant factors. 

While a static costing taking into account first-order fiscal effects is incomplete, dynamic costing is 

far from straightforward and requires a large amount of information and resources to estimate the 

full set of multiple-round behavioural feedback responses throughout the wider economy.  Given the 

time and resource constraints, a limited number of IFIs undertake dynamic costings (the 

Netherlands CPB and, as of 2015, the US CBO). One of the challenges in undertaking dynamic 

costings is capturing potential impacts on the budget arising from the long-term structural effects of 

programmes. For example, programmes which improve educational outcomes may have a positive 

impact on the labour market and overall economic activity and hence the Government’s budget 

balance. Practice varies among IFIs. For example, when the Netherlands CPB show the impact of 

policy measures on GDP, this usually takes into account their potential structural impacts. However, 

the Australian PBO does not attempt to include estimates of costs or savings arising from the 

outcomes of spending programmes in their costings1. 

In some cases, in addition to the costing, an IFI will undertake work to assess the distributional 

impact of policies, where relevant data is available. Given the forthcoming introduction of the 

Wellbeing Budget in New Zealand, reconsideration could be given to the proposal that “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.” Giving the new IFI the scope to assess wider impacts of 

                                                

1

 The experience in Australia has been that the long term benefits of many spending programmes will impact on 

programme outcomes, but may not result in significant costs or savings to the budget.   
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the policy, where relevant data and models are available, would allow greater transparency and 

more informed debate on the extent to which different policy proposals support important wellbeing 

or environmental objectives.  

Finally, the proposal that “the IFI may not cost Government policies” is noted. However, we see in 

other OECD countries, such as Canada and Australia, that parliamentarians can ask the IFI to 

scrutinise government costings or estimate the financial effects of uncosted opposition policies. 

Consideration should be given to whether there would be a reason to limit the new IFIs role in this 

regard given that the ability of a political party to request a costing of another party’s uncosted 

proposal could improve transparency.  

A related point is that the current proposal does not place a requirement for the fiscal impact of the 

major parties’ election manifestos to be systematically and consistently evaluated, which may limit 

the benefits of additional information for voters. In addition, presumably the intention is to allow 

fiscal impacts of the governing party(ies) election manifesto(s) to be costed by the IFI, but 

clarification of this is important.   

Who the IFI does costings for 

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

political party” leaves some ambiguity in terms of who can request policy costings from the IFI. For 

example, it is not clear whether the costing must be requested by the political party, or whether it 

can be requested by all individual parliamentarians, including those from governing parties (as is the 

case in OECD countries such as Canada and Australia). Clarification of this is important. 

Impact of IFI costings 

A number of studies have looked at the impact of IFIs undertaking costings.  

The Australian arrangements have ensured that non-Government parties have access to quality 

costing resources on a confidential basis, greatly enhancing their ability to formulate policies in the 

periods between elections. The Australian National Audit Office (ANAO) and the parliamentary Joint 

Committee of Public Accounts and Audit (JCPAA) have examined the impact of the PBO.  The 

ANAO reported that stakeholders consulted during the course of the audit considered the PBO’s 

costings to be of high quality and agreed that, for the first time, all parliamentarians have access to 

independent policy costing and information request services during all periods of the parliamentary 

cycle. This, the ANAO concluded, had made a significant contribution to levelling the playing field 

for all parliamentarians, improved the transparency around election commitments and facilitated a 

more informed public debate.  These points were reaffirmed by the JCPAA. 

In the Netherlands, the existence of election platform costing may impact the extent to which parties 

propose realistic policies. Research has shown that there is a strong relationship between the 

measures in election manifestos of the coalition parties before elections and the measures in the 

Coalition Agreement after election. 

Resourcing of IFI costing function 

As previously mentioned, it should be borne in mind that costing can be a resource intensive activity 

for an IFI. Because the skill set required to undertake cost estimates might not be provided by 

existing staff, it can require an investment over and above the other functions of the office to 

develop a costing function.  

With election costings, in the run up to an election, a substantial proportion of the staff in the new IFI 
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are likely to be engaged in the costing of the large number of policies contained in election 

manifestos (with research and normal work being reduced or discontinued) and it may also be 

necessary to draw in additional resources for assistance. For example, the Australian PBO receives 

a larger budget allocation in the pre-election period so that it can draw on additional expertise. 

Even with qualified staff, an IFI without access to appropriate data will struggle to operationalise a 

costings function.  In addition, IFIs require tools and knowledge of different methodological 

approaches in order to undertake costings. Tools might include economic and statistical models, 

while methodological approaches could be bottom-up, parametrics, analogy, basic arithmetic, etc.  

The tools and methodological approach needed varies according to the nature of the costing. 
 

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: 

The new IFI should develop guidance for members on how to submit costing requests. For 

example, the Australian PBO provides “Guidance documents for Senators and Members” that clarify 

the role of the PBO in undertaking costings, the procedures for requesting policy costings, the 

timing of costing responses and information on the confidentiality of requests. This helps set the 

boundaries for costing requests for members.  

Where an IFI has a mandate for costing, but limited resources it is forced to make further choices 

about how it rations access to its costing function.  For example, until recently the Canadian PBO 

has had a wide mandate but limited resources and so has used objective filters to screen out “micro 

policies” that do not have large impacts but are equally time-intensive to report on. To do this, the 

PBO prioritised requests based on materiality and contribution potential. A project or request was 

material if it could reasonably be expected to have had a substantive impact on the government’s 

finances, estimates or the Canadian economy. A project or request had the potential to increase 

budget transparency and/or promote informed parliamentary and public dialogue towards 

implementing sound budget policy and financial management if it could: (A) strengthen fiscal 

discipline; (B) better allocate the government’s resources to priorities; and/or (C) increase 

operational efficiency. Of these two concepts, materiality was the PBO’s primary over-riding 

principle for setting priorities (Demystifying the Mandate of the Parliamentary Budget Officer 2014). 

 

http://www.pbo-dpb.gc.ca/files/files/Demystifying%20the%20Mandate%20of%20the%20Parliamentary%20Budget%20Officer_EN.pdf
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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: 

Monitoring compliance with fiscal rules is one of the most common tasks of the IFI’s in OECD 

countries (71% have this role). The key features for how the IFI should undertake this role are for 

the most part in line with international standards. However, the suggestion that “The IFI would 

conduct ex-post assessments, including after the release of the annual audited Financial 

Statements of the Government.” may require further thought and/or clarification. In general, IFIs are 

involved in the ex ante phase of the budget process, and the audit institution has responsibility for 

ex post assessment. Giving the IFI an ex post role risks lack of clarity of roles vis-à-vis the auditor.  

The new IFIs ability to comment on and assess compliance with the Government’s fiscal strategy 



 

Establishing an Independent Fiscal Institution – Submission Form   |   17 

and fiscal targets is underpinned by its ability to access all the relevant information it needs from 

government. An example to illustrate this point is provided by the Spanish IFI (AIReF). AIReF, in 

common with a number of other OECD IFIs, is legally mandated to report on macroeconomic 

scenario and fiscal stance presented in by the Government and it is required in legislation to do this 

prior to 15 April each year. However, the Government of Spain does not submit a draft of this 

information to AIReF and the Parliament (as is the case in some other OECD countries) and 

typically publishes information on its fiscal stance at the end of April, after AIReF’s deadline. This 

creates practical concerns as AIReF does not have the full information needed to fulfil its legislative 

obligations according to its legislative calendar (OECD 2017). 

A Memorandum of Understanding (MoU) between the IFI and the government which sets out the 

information requirements for each task, as well as the associated timescales for receiving the 

information, can be a useful tool to ensure an IFI obtains the information it needs and is able to 

deliver its functions effectively. Australia provides a useful case study of how an MoU can help 

manage expectations for access to information. An MoU between the Parliamentary Budget Officer 

and the Heads of Treasury, Finance and over 20 other agencies was signed within three months of 

the establishment of the PBO. The MoU describes the roles and responsibilities of the parties, the 

process for requesting and providing information, avenues of communication and dispute resolution. 

The results of this access to information framework have been positively assessed in two 

independent evaluations of the Australian PBO (Australian National Audit Office 2014 and Anderson 

and Watt 2017). 

 

http://www.oecd.org/gov/budgeting/airef-review-en.pdf
https://www.aph.gov.au/~/media/02%20Parliamentary%20Business/24%20Committees/244%20Joint%20Committees/JCPAA/PBO/Report%20of%20independent%20review%20into%20PBO.pdf?la=en
https://www.aph.gov.au/~/media/02%20Parliamentary%20Business/24%20Committees/244%20Joint%20Committees/JCPAA/PBO/PBO%20independent%20review%20report%20media%20release.pdf?la=en
https://www.aph.gov.au/~/media/02%20Parliamentary%20Business/24%20Committees/244%20Joint%20Committees/JCPAA/PBO/PBO%20independent%20review%20report%20media%20release.pdf?la=en
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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: 

 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: 

The proposal for how the new IFI should comment on the Treasury’s economic and fiscal forecasts 

seems reasonable. As is the case for other functions, the new IFIs ability to undertake this task will 

be underpinned by its ability to access all the relevant information it needs from government. This 

may also involve the IFI having access to Treasury meetings with businesses as an observer. As 

previously mentioned, it would be beneficial if the information requirements of the IFI to fulfil this 

task are set out in a MoU between the IFI and the government.  

In order for IFIs to comment on economic and fiscal forecasts, they develop models and make their 

own forecasts. This provides the IFI with a comparator forecast against which it can assess the 

governments’ forecast. In the longer-term, the IFI may decide to publish its own independent 

forecast. 
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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: 

 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: 

Giving the new IFI a role in relation to assessing long-term fiscal sustainability and fiscal risks is in 

line with international practice. However, it may be useful to put greater consideration into whether 

the new IFI should comment on the government’s assessments, or undertake its own. 

It is more common for IFIs in OECD countries to publish their own analysis of long-term fiscal 

sustainability (60%). In this context, it may be worth assessing the merits of having such a report 

published by an independent institution in New Zealand, as opposed to limiting the IFIs role to 

commenting on the government’s assessment.  

With regard to the assessment of fiscal risks, it is more common for this to be published by the 

government and for the IFI to provide comment. However, the UK provides an interesting example 

of an IFI that publishes the fiscal risk report. In 2016, the IMF concluded that “In many cases the 

Government’s control of risks falls short of the Code’s standards of good or advanced practice” and 

that “the absence of summary reporting of specific risks is a weakness that needs to be addressed”. 

In response, the UK Treasury legislated for the OBR to produce a report on fiscal risks every two 

years, to which it will respond. 
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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: 

The OECD is supportive of the new IFI being able to produce other relevant research on fiscal and 

budgetary matters as this provides it with scope to undertake work on its own initiative. OECD IFI 

Principle 3.2 states that “IFIs should have the scope to produce reports and analysis at their own 

initiative, provided that these are consistent with their mandate. Similarly, they should have the 

autonomy to determine their own work programme within the bounds of their mandate.”  

However, the IFI should not have a normative role
2

 and its research and analysis should not be 

presented from a political perspective. OECD IFI Principle 2.2 states that “A truly non-partisan body 

does not present its analysis from a political perspective; it always strives to demonstrate objectivity 

and professional excellence, and serves all parties. This favours that IFIs should be precluded from 

any normative policy-making responsibilities to avoid even the perception of partisanship.” Over 

three quarters of IFIs in OECD countries do not have a normative role. Where they do have a 

normative role, this is usually limited in scope and relating to fiscal commentary. For example, the 

IFI may be allowed to make recommendations for policies to improve long-term fiscal sustainability.  

 

                                                

2

 When an IFI has a normative role, it gives policy advice or recommendations. 
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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: 

The OECD Principles for Independent Fiscal Institutions (OECD IFI Principles) aim to assist 

countries to design an enabling environment conducive to the good performance of an IFI and to 

ensuring its long-run viability. There are 22 Principles under nine headings, covering: local 

ownership; independence and non-partisanship; mandate; resources, relationship with the 

legislature, access to information, transparency, communications and external evaluation (see Figure 

4). The OECD IFI Principles are based on OECD analysis of the experiences of other countries with 

establishing and operating independent fiscal institutions. The OECD would be pleased to elaborate 

on any of these Principles, including providing specific examples of experiences in OECD countries. 

Figure 4: The nine broad headings for the OECD Principles for IFIs 

 

These Principles are commonly used across OECD countries when new IFIs are designed and 

instituted. It should be kept in mind that many of the Principles are inter-related and mutually 

reinforcing. 

The OECD would like to take this opportunity to highlight Principle 1.2 which states that: 

“Local needs and the local institutional environment should determine options for the role and 

http://www.oecd.org/gov/budgeting/OECD-Recommendation-on-Principles-for-Independent-Fiscal-Institutions.pdf
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structure of the IFI. Design choices may also have to take into account capacity constraints, 

particularly in smaller countries . The basic characteristics of an IFI, including specific protections, 

should be informed by the country’s legal framework, political system, and culture. Its functions 

should be determined by the country’s fiscal framework and specific issues that need to be 

addressed.” 

In this respect, it is important that the design of the institution should be consistent with the fiscal 

framework of New Zealand and related considerations including:. 

 The timing of the new IFI’s publications and or engagement with political parties in relation to the 

budget and fiscal reporting timetable.  

 The application of the Official Information Act for material the new IFI receives as well as 

produces, particularly in relation to material received from political parties.  

 The appointment process and decision for the head of the new IFI.  

4.b  What challenges do you consider will impact the establishment of a successful 

Independent Fiscal Institution in New Zealand? 

Response: 

Independence and non-partisanship are pre-requisites for a successful IFI. An IFI that is not 

independent may struggle to present a critical view of government plans and policy choices when it is 

most needed. Even the perception that an IFI is not independent can seriously undermine an IFI’s 

reputation and credibility as a politically neutral arbiter of the numbers.  

The first leader of an IFI sets the culture and tone for the organisation, and so it is very important that 

the leadership appointment is based on merit and technical competence and that the leader acts 

independently and exhibits no political affiliation (OECD IFI Principle 2,2). An IFI’s independence 

may also come under stress at given ‘pinch points’ where there is potential for greater undue 

influence to be exerted (see Figure 5). For example, where there have been conflicts between the 

government (or the legislature, which may have a strong government majority in place) and the IFI, 

there are cases of politicians attempting to curtail the independence of an IFI by restricting access to 

information, cutting or threatening to cut the IFI’s resources (e.g. Canada, Sweden) and exerting 

control over its work programme. In the case of Hungary, not only were resources sharply curtailed 

and staff eliminated, but its mandate was changed. 
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Figure 5: Pinch points: potential entry points for undue influence 

 

Source: Nicol and von Trapp 2018 

The extent to which independence is fostered within an IFI is significantly influenced by the 

legislation that establishes and governs the institution. Legislation gives the institution legal 

separation from the executive (and other public institutions) and typically contains provisions relating 

to the leadership appointment and dismissal process, the institution’s resources, and rights to access 

information, among other things. 

The OECD undertook to measure the independence of IFIs across member countries using a set of 

variables drawn from the OECD IFI Principles and data from the OECD IFI Database (Nicol and von 

Trapp 2018). The assessment found that, despite the heterogeneity of these institutions, OECD IFIs 

exhibit high levels of independence across the board, particularly in the areas of legal independence, 

leadership independence, and transparency. Comparing these results with those of Horvath (2017), 

who developed a first indicator of EU IFIs’ aggregate scrutiny effectiveness, suggests that in general, 

higher protections of independence are associated with higher potential scrutiny effectiveness. 

Further research has shown that countries with IFIs, either with legal guarantees of independence 

through legislation, or with operational guarantees through adequate human resources, have, on 

average, better fiscal outcomes (Debrun and Kinda 2014). 

The OECD assessment also found that the three biggest challenges affecting the ability of OECD 

IFIs to undertake their duties free from political pressure or influence were financial independence, 

operational independence and access to information. Even where they have been well designed from 

a legal standpoint, IFIs may lack the necessary information and resources they need and be 

hampered from carrying out their functions freely. In New Zealand, particular attention should be paid 

to establishing an IFI that has financial independence, operational independence and access to 

information in order to facilitate greater effectiveness of the institution.  

 

https://voxeu.org/content/independent-fiscal-councils-watchdogs-or-lapdogs
https://voxeu.org/content/independent-fiscal-councils-watchdogs-or-lapdogs
https://voxeu.org/content/independent-fiscal-councils-watchdogs-or-lapdogs
http://www.rozpoctovarada.sk/download2/dp1_2017_fc_in_action.pdf
https://www.imf.org/external/pubs/ft/wp/2014/wp1458.pdf
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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: 

In the New Zealand context, making the new IFI accountable to the parliament will help reinforce its 

independence and help strengthen the role of the legislature in the budget process. Legislatures are 

constitutionally mandated with approving the budget and holding governments to account. 

Legislative discussions on the budget (which should include fiscal policy objectives, the 

macroeconomic framework and the policy basis for the budget, and major fiscal risks) provide a 

unique opportunity to consider independent fiscal institutions’ analysis. Typically, IFIs in OECD 

member countries send their reports to parliament and their leadership participates in hearings 

before relevant parliamentary committees, even when there is no formal requirement to do so. In 

just under half of the institutions within the OECD, parliament plays a role in the appointment or 

dismissal process for the institutions’ leadership. 

However, as noted in OECD IFI Principle 5.1, “…Regardless whether an independent fiscal 

institution is under the statutory authority of the legislative or the executive branch, mechanisms 

should be put in place to encourage appropriate accountability to the legislature. These may include 

(but are not limited to): (1) submission of IFI reports to parliament in time to contribute to relevant 

legislative debate; (2) appearance of IFI leadership or senior staff before the budget committee (or 

equivalent) to provide responses to parliamentary questions; (3) parliamentary scrutiny of the IFI 

budget; and (4) a role for parliament’s budget committee (or equivalent) in IFI leadership 

appointments and dismissals.” 
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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: 

Some of these functions could be carried out by the Treasury, the Audit Office or Parliamentary 

Services. There are trade-offs with each choice and none of these three suggestions appear to 

achieve the policy objectives in full, as discussed in this submission. Further, establishing a new 

institution provides an opportunity to: 

 Support the independence and transparency of the existing core functions of the Treasury, 

the Audit Office and Parliamentary Services without extending those functions beyond 

those already performed.  

 Strengthen the Parliament with resources allocated for a specific purpose and clearly defined 

mandate.  

 Add to New Zealand’s fiscal institutions in a way that is recognised internationally and can be 

measured through the comparative roles and performance of other IFIs across the OECD 

membership.  

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: 

The new IFI should have full independence from Ministers. Non-partisanship and independence are 

pre-requisites for a successful IFI (see OECD IFI Principle 2.1). 

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

Response: 

There is diversity in institutional model observed across the OECD IFIs (see Figure 5). This reflects 

differing local needs and local institutional environments. In the case of New Zealand, establishing 

the new IFI as a parliamentary budget office provides an opportunity to strengthen the role of the 

legislature in the budget process. The PBO should ideally be an independent officer of parliament, 

ensuring that the institution is a truly non-partisan body. 
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Figure 5: Institutional model for OECD IFIs 

 

Source: OECD IFI Database 2018 
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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: 

A major concern for OECD IFIs is security of funding. This underpins an IFIs ability to deliver its 

functions independently and free from political influence. The new IFI in New Zealand should have 

mechanisms in place that allow its funding to be protected from cuts, but also should be given 

sufficient funding flexibility so that it can be given additional resources should it be given additional 

functions. 

Certain protections can be put in place regarding IFI budgets, such as the IFI having its own budget 

line (around half of IFIs in OECD countries) and multi-annual funding commitments. For example, in 

Australia, the government committed to funding over four years to establish the Parliamentary 

Budget Office.  

Some institutions have their funding levels set out in legislation (e.g. Italy and Ireland). Legislation 

for the Portuguese Public Finance Council (CFP) provides for the financial independence of the 

CFP and its capacity to fulfil its mission are guaranteed through state budget appropriations, which 

can “only be reduced in duly justified exceptional circumstances” (statutes, article 27[3]).  

The budget of the Irish Fiscal Advisory Council (IFAC) is guaranteed under the Fiscal Responsibility 

Act (2012) and paid directly out of the state’s central fund, similar to independent institutions such 

as the judiciary and the parliament. Its funding is not subject to annual authorisation through the 

budget process and so new legislation would be required to modify or withdraw funding, affording it 

a very high level of protection and multi-annual stability.  

Some IFIs such as the Austrian Fiscal Advisory Council (FISK) and the Slovak Council for Budget 

Responsibility (CBR) receive their financing via the central bank. The CBR, for example, has a 

budget line within the central bank budget and the government automatically reimburses that 

specific item to the central bank.  

For institutions with a parliamentary budget office model, their funding is typically appropriated as 

part of the budget of the legislature and thus independently from the national budget. For example, 

the budget of the Korean National Assembly Budget Office (NABO) is part of the overall budget of 

the National Assembly, which is appropriated independently in the national budget. NABO prepares 

its budget proposal which is examined and approved by the National Assembly’s House Steering 

Committee. The Speaker transmits the National Assembly budget to the Ministry of Strategy and 

Finance, but only for consolidation purposes. 

 

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

Response: 
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