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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: Lynne McKenzie 

 Indicate here if you do not wish your name to be included in 
any summary of submissions that we may publish. 

 

Email address:  
 

Phone number:  
 

For organisations 

Organisation name:  

Nature of your business:  

 Indicate here if you do not wish your name to be included in 
any summary of submissions that we may publish. 

 

Contact person name:  

Position:  

Phone number:  

Email address:  
 

 

[1]

[1]
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Proposals and Questions for 
Submitters  
When you answer each proposal, please comment on whether you agree or disagree with it.  
Also provide reasons why you agree or disagree. 

1 Why establish an Independent Fiscal Institution (IFI)? 

Proposal to consider and comment on 

The key opportunities identified for improving New Zealand’s fiscal policy framework through 
establishing an Independent Fiscal Institution are for it to: 

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

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

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

 

What do you think? 

1.  What are the key opportunities for improving New Zealand’s fiscal policy framework 
through the establishment of an Independent Fiscal Institution? 

Response: 

Thank you for the opportunity to comment on this well researched and thoughtful document.  In 
summary my comments are a query about whether we need an IFI and if the decision is made to go 
ahead, then a suggestion that it be tightly focused and carefully constituted with some suggestions 
on how to do that.  More detailed comments follow. 

NZ has a very impressive record on fiscal responsibility, a world leader in many respects including 
with the first Act in 1994 and very good fiscal performance. I have worked on similar laws in many 
countries and a common feature was a lack of skilled commentators in the private sector which I 
don’t think NZ lacks. Another problem was that banks were sometimes lending overdrafts to the 
government at high interest rates so they were not very interested in commenting on poor fiscal 
management by governments. This is not an issue in NZ.  Corruption in government and a lack of 
fiscal transparency was also often an issue in these countries. Again, these are not issues in NZ. In 
more than 30 countries where I have worked on public finance management laws and issues, I have 
not come across a government as skilled, open and transparent as NZ about its planned fiscal 
policy and its performance.  The fiscal policy documents are of a very high standard. Do we really 
need this institution and if so, do we need to give it so many functions? Essentially, what problems 
are we trying to solve? 
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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: 

As noted earlier, given the fiscal performance in NZ and the lack of a clear need for the Council, if it 
is going to be established then its mandate could be more targeted to reviewing the compliance with 
the fiscal responsibility requirements in the law and fiscal performance over the short, medium and 
longer term.   
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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: 

 Compliance with fiscal responsibility principles- this is important as the fiscal objectives might 
not be fiscally responsible and need scrutiny not just in terms of compliance  

 comment on and assess compliance with the Government’s fiscal strategy and fiscal targets 
and how the Annual Budget conforms with the  fiscal responsibility principles and the fiscal 
objectives 

 comment on long-term fiscal sustainability and key fiscal risks 

 comment on the Treasury’s economic and fiscal forecasts  

This would keep the Fiscal Council tightly focused on fiscal performance. 

 
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. Keep it small and tightly focused.  Considerable resources can be expended on doing self 
driven analysis that is not wanted or used. 
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3.1 Provide financial costings of political party policies, 
including election manifestos, and any costings 
requested when a government is formed 

Proposal to consider and comment on 

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

 The IFI can cost a political party’s policy once it receives a request from that political party.  So 
the IFI can action that request, the policy party must deliver to it a policy with a high level of 
detail.  

 During a pre-election period, a political party will also be able to get the IFI to assess the total 
fiscal impact of its election manifesto. 

 The IFI would not cost Government policies. 

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

 The IFI will use its best professional judgement to provide a comprehensive costing that is an 
estimate of the fiscal impact of a policy (expenditure and revenue impacts).  Where appropriate, 
this will include the direct behavioural impacts resulting from the proposal. 

 Broader economic impacts could be included or commented on when those impacts are 
substantial (for example, impacts on GDP or CPI).  The IFI would not assess wider impacts of 
the policy (such as impacts on wellbeing or on the environment), if these do not give rise to 
fiscal impacts. 

 The IFI will need to develop a framework for producing policy costings that sets out how it will 
approach different types of fiscal impacts and the level of confidence that is required to 
incorporate these impacts into a costing. 

 If a costing has been completed, and the policy publicly announced, then the costing should be 
made public to support transparency (either by the political party or the IFI).  

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

 During the negotiations to form a government, political parties can request the IFI to cost 
specific policies.  The State Services Commissioner would continue to have a role in 
coordinating other requests for information that are not for financial costings. 
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What do you think? 

3.1.a  Do you agree with the key features for how the new Independent Fiscal Institution 
should undertake costings of political party policies? 

Response: 

Policy costing requires considerable resources and can depend on many assumptions. Not sure 
what the value of this work would be. Does the voting public care much about the costings when 
voting? Would the information be used? Perhaps it is better to leave it to the parties to challenge the 
policy proposals. 

Note that given it is suggested that it does not cost government policies then a PBO type of fiscal 
council would not sit well alongside this as select committees are likely to want that function. I don’t 
think the Fiscal Council should be set up as a PBO as noted later. 

 
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: 
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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: 

Do the Estimates and Appropriation Act always reflect the BPS (3 month lag) and if not then have to 
consider the annual budget documents as well. 

Need to consider if the objectives are aligned to the fiscal responsibility principles as noted above, 
as they may not always be. 

Need time for Fiscal Council to assess and release its reports, for example, releasing it with the 
BPS and FSR or soon after is unlikely to give enough time to include a consideration of the most 
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recent versions of these documents.  . 
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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: 

IFI should also look at the forecasts and assumptions over time to see how actuals have varied from 
forecasts and comment on this. 
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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: 

Yes, but should also refer back to the fiscal responsibility principles in the Act as a government 
could set long term objectives that are not entirely consistent with those- assessing the consistency 
of the long term objectives with the principles is an important first step. 
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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. Best to keep it tightly focused on the important matter of compliance and performance compared 
to the statutory requirements for fiscal responsibility. It can take a large amount of resource to do 
extra analysis and the analysis may not be wanted or used.  

Adding policy costing and extra analysis to the roles could fundamentally shift the IFI from a small 
focused entity to a large entity with a broad mandate, with potentially less return for the resources 
invested in it. See table of FTEs associated with various roles below. 
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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: 

There is some interesting IMF research on this 

 The list of desirable features based on a model for an effective council (Fiscal Council 
Rational and Effectiveness, IMF working paper, R Beetsma, X Debrun 2016) 

 broad mandate 

 ability to communicate with public 

 ability to interact in budget process (e.g. comment on forecasts) 

 independence from politicians- (consider access to information, scale and quality of 
resources, protocols for council members in engaging with parliamentary 
committees and other politicians, managing conflicts of interest) 

Another study looked at mean forecast errors and Fiscal Council characteristics in “Strengthening 
Post-Crisis Fiscal Credibility: Fiscal Councils on the Rise- A New Dataset,” X Debrun & T Kinda 
2014. This study suggested better government forecasts were associated with each of the following 
characteristics of the Fiscal Council- assessment of forecasts by fiscal councils, safeguards on their 
budgets, fiscal councils with high media impact and fiscal councils that monitored fiscal rules. 

A 2017 study IMF study considered systemic bias in forecasting- a lower mean forecasting error 
was linked to the presence of fiscal councils together with the use of fiscal rules- for forecasts of the 
primary balance, the cyclically adjusted balance and real growth. Reference: Recent new study from 
IMF on effect on forecasting and adherence to rules discussed in recent presentation V Lledo, X 
Fang, S Mbaye, with inputs to the work from R Beetsma, X Debrun, Y Kim, S Yoon, X Zhang 2017 

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

Independent Fiscal Institution in New Zealand? 

Response: 

Getting a suitable tight mandate so it is not spread over too many functions and tasks 

Establishing it in law with an appropriate institutional framework so it has independence and will 
have qualified people nominated to sit on the Council (non-political appointment process) 

Getting skilled people on the Council so its work is well respected by government, private sector, 
the opposition and the public 
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Ensuring it has an appropriate budget so it can engage analysis and advice rather than setting it up 
as a heavily staffed function with less flexibility to contract in expertise as and when it is required- 
big risk is that it could be a staffed body with staff who are not up to the job as this is highly complex 
and skilled work 

Ensuring the Council communicates its work well to the public 
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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: 

It should be a parliamentary body in whatever form would give it independence in reporting to 
Parliament. 

It should not be a Parliamentary Budget Office as its function should not be supporting select 
committees, instead it should be tightly focused on commenting on compliance with fiscal 
responsibility requirements including assessing forecasts.  

Not suited to be part of Auditor General’s Office as that has a very different audit function; it is not 
mandated or staffed to be concerned with economic and fiscal policy 

Not suited to be part of the Executive as that is controlled by Government and this entity needs to 
be independent as the research suggests. 

 

 
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: 

This leads to the question what problems are we trying to solve? Presumably it is not fiscal 
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performance or transparency issues given NZ’s performance.  I think this question needs careful 
consideration. 

If the Council is going to go ahead then research suggests it needs to be independent from the 
executive so it should not be linked to an executive function. 

Auditor General’s office is not a suitable place for it as noted above. 

If the select committees lack analytical expertise then parliamentary services could be developed 
further to supply this rather than add this role to the Fiscal Council’s roles. 

 

 

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: 

Needs independence from ministers to have credibility and scope to do the tasks in a non-political 
way. See research noted above. 

 

 

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

Response: 

A small tightly focused council of 5-6 part time highly skilled people that contracts in analysis and 
advice on an “as required” basis. 

Establishment law could cover:  

• Roles of Fiscal Council (functions)  

• Make up of council – suggest a small council of 5 or 6 members 

• Appointment process (non-political and must require people with high level of financial and 
economic skills and experience) 

• Appointment of Chair 

• Conditions of appointment- term of appointment, renewals (limited), review, dismissal, 
method of setting remuneration, code of conduct (management of conflicts of interest), how 
Council procedure will be determined 

• Reports to be delivered, timing, tabling and publication including on an official website 
(available for at least 5 years) 

• Resources (suggest not set up with staff, rather it has a budget approved by Speaker and 
commented on by Treasury before going to Parliament as part of the estimates and 
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appropriations- this will allow it to contract in analysis and advice as needed given the 
complexity of the work it will be doing and the different issues that will arise over time) 

• Right to information and duty of government entities to provide it 

• Provides for MOU with Treasury on timing of provision of documents and procedures for 
engagement so roles are respected 

• Requirements to present SOI/Plan (not elabourate) and Annual Report and audited accounts  

• Protocols for council members in engaging with parliamentary committees and other 
politicians  
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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: 

There is an option to have a staged approach to developing a Fiscal Council without starting with 
one that might require huge staffing and have a high risk of not performing well given the high level 
of skill such a Council would need to attract. 

 

 

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

Response: 

If it is decided to go ahead and set up a Fiscal Council then I a small tightly focused one could be 
set up with functions suggested in the feedback comments above- this would not include policy 
costings for elections, PBO functions to support select committees or ad hoc analysis generated by 
the Council. 

See how the Council performs for a few years then consider if wider roles could be useful and 
justified and if necessary provide in the establishment Act for this review and the power to change 
the functions under Regulation. 
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