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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:  

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

  
 

Email address:  

Phone number: 
 

For organisations 

Organisation name:  

Nature of your business:  

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

 

Contact person name:  

Position:  

Phone number:  

Email address:  
 

 

[1]

[1]
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Proposals and Questions for 
Submitters  

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

1 Why establish an Independent Fiscal Institution (IFI)? 

Proposal to consider and comment on 

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

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

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

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

 

What do you think? 

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

Response: 

I think this is a great idea if it stops lies such as Steve Joyce's $12 billion hole in Labour's budget 
during the 2017 election.  Democracy requires voters to have accurate information about the 
different polices on offer and it seems the current situation allows the Government too much control 
over fiscal information that we all need to evaluate how NZ is doing. 
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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 proposals above are very good as they include the bit about political party policy proposals 
which many other countries don't seem to have.  I definitely want this part included in our IFI. 
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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: 

Agree with all these. 

 

 
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: 

I am concerned that this seems very focussed on financial metrics.  I would like more inclusion of 
ESG (environment, social, governance) measures to be considered as well. 
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3.1 Provide financial costings of political party policies, including election manifestos, 
and any costings requested when a government is formed 

Proposal to consider and comment on 

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

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

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

The IFI would not cost Government policies. 

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

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

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

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

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

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

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

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

Response: 

“The IFI would not cost Government policies.”  I assume this would not preclude costing a party's 
wild claims about other party's policies, e.g. Joyce's non-existent $12 billion hole. 

 

 
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: 

You'll need a mechanism to deal with new parties that are not currently part of Parliament.  MMP 
will produce new parties and needs to in order to remain current, so allocation can't be based on 
current proportions of Parliament.  Perhaps an allocation based on party membership? 
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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: 

I have a concern that there is an over-emphasis on balanced budgets.  Deficit spending can be fine 
if the spending is going toward good investments that will more than pay back the borrowing in later 
years.   

For example, the previous Government wouldn't borrow at 4% (and less) to continue funding the 
Superfund and missed out on one of the biggest bull markets in history – average return something 
like 15%/year.  Some say that's 20/20 hindsight; no it isn't.  If you are a market timer, you buy when 
there's 'blood in the streets'.  If you are a dollar-cost averager, you buy week in/week out, regardless 
of what the markets doing.  Either way, the Government should have kept up contributions to the 
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Superfund and didn't because of the obsession with balancing the books.  The Superfund would be 
about double the value it is now, would be paying even more in taxes back to the Government now 
and would be in a much better position to help shoulder the boomer's superfund expenses in the 
future.  

If we'd had an IFI back then, would they have tried to evaluate the Government's decision to defer 
Superfund contributions for 9 years? 
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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: 

I can understand why NZ produces long-term forecasts, but to my mind they are nearly worthless.  
Anything over 2 years has too many unknown variables.  A 10 year forecast is suitable for wrapping 
fish and not much else (in my opinion).   

For example, September 11th made all pre-existing forecasts worthless.  In NZ, the Christchurch 
earthquakes did the same.  Before the 2008 election, Treasury forecast budget deficits for the next 
10 years; this is still being quoted by Matthew Hooten as if that were a path we were irrevocably 
doomed to tread if Labour remained the Government.  I would note that switching to National didn't 
improve the deficit situation markedly and that's because of the Chch quakes and the GFC was 
much worse and longer lasting that predicted back in 2008 and many other unforeseeable factors.  I 
also note that Treasury's forecasts after the 2010 tax changes were way off.  As memory serves, 
they were predicting a return to budget surplus in 2012, when in fact deficits increased. 

I just think far too much weight is put on long-term forecasts.  As one of my professors said,  
“Whenever you hear an economic forecast, the only thing you can be sure of is that's what will not 
happen.” 

So, I would like to see the IFI add a grain of salt to these forecasts and reinforce the idea that they 
have a very low accuracy.  They are really aspirational, not factual.  I think we should focus on 
building resilience to be in a strong position to weather the storms that lie ahead. 
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Also, as further described below, I would hope the IFI would act as a critic of the Treasury and 
analyse both the assumptions and paradigms that underly Treasury forecasts.  We don't need 
another agency with parroting and reinforcing those paradigms. 
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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, though this no doubt involves a large bit of 'crystal ball gazing' and is likely to be full of errors.   

Again, I think if we focus on building resilience.  In NZ, Government and corporate debt are well 
within reasonable limits.  It is private debt that is the risk - debt that has been used to finance 
property bubbles in housing and farmland.  This undermines our country's wealth, makes many 
families vulnerable to economic shocks and creates income inequality that damages our social 
structure.  These factors need more emphasis as they will have a huge affect on NZ's long-term 
fiscal sustainability and risks. 
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3.5 Producing relevant and related commentary on fiscal and budgetary matters 

Proposal to consider and comment on 

It is proposed that the IFI will be able to produce related research on fiscal and budgetary matters, 
but that this research should not go beyond positive analysis. The specific nature of the research 
and analysis that can be produced will be developed further. 

 

What do you think? 

3.5  Do you agree that the new Independent Fiscal Institution should be able to 
produce other relevant research on fiscal and budgetary matters? 

Response: 

I don't understand what is meant by “positive analysis”.  I would like to see more analysis of 3 
things:   

1) For several years now, NZ has had record high immigration rates, much higher on a per-
capita basis than other countries.  A significant choice is being made with little analysis 
about the long-term costs and benefits.  I hear all sorts of claims, but don't see much real 
analysis. 

2) Foreign ownership of our productive sector.  Almost every week there is another foreign 
purchase of NZ companies and property.  I was alarmed to read in the Herald in 2016, Mr. 
Makhlouf quoted as saying that, from an economic perspective the ownership of a particular 
asset really didn't matter, he said, “What matters is:  what use is that asset being put to?” 
This is after his speech about broading integration with Asia.  I found this shocking!  Of 
course ownership matters!  The owners have control of the assets and their income stream 
and will use both to maximise shareholder value and disregard the effects to NZ.  This is 
one of the main reasons by NZ is supposedly depend on foreign investment – we aren't 
getting the wealth from our assets, others are. 

A re-read of that speech (Connecting with Asia:  How do we Deepen our Integration into the 
Region?, March 2016) would perhaps lead to a re-think on many of those views today as several of 
the relationship celebrated at the time have soured.   Again, all sorts of claims are made about the 
benefits of globalisation (and there are some), but we are transforming our society based on 
ideological paradigms that are more theory than proven.  We are running an irreversible experiment 
without sufficiently challenging the claimed benefits. 

3) As mentioned before, deficits can be good – it depends whether the money is being 
invested in projects with likely long-term benefits, or is it funding poor choices?  My 
understanding is that many of the 'Roads of National Significance' were really 'Roads of 
Significance to National' with poor payback rates.  On the other hand, Bill English and Anne 
Tolley's programs to increase up-front investment in fixing social problems promised 
significant long-term financial savings.  Spending more to erect fences at the cliff-top is 
cheaper in the long-run than ambulances at the bottom of the cliff.  So smart social 
spending may cost more up front, but save money later. 
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Establishing an Independent Fiscal Institution – Submission Form   |   15 

 

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: 

Agree to all those listed, but would emphasis - resourcing, independence, appointing people with 
various viewpoints/paradigms.  I wouldn't want this to just be another institution that reinforces the 
“currently accepted paradigms.” 

 

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

Independent Fiscal Institution in New Zealand? 

Response: 

NZ does have a small pool to draw from and I would like to see more consultation with heterodox 
economic viewpoints.  The GFC and it's aftermath has show that conventional theories/paradigms 
are flawed and we need to rethink many of the 'accepted wisdoms.”  I'm referred to people like Lord 
Adair Turner and his Institute of New Economic thinking, Richard Koo, Ha Joon Chang and similar, 
but also reformist like Steve Keen, or MMT concepts and Overt Monetary Financing of Government 
(see Turner, 'The Case for Monetary Financing, INET, presented at Jacques Polak Conference, 
IMF, Nov. 5, 2016).   
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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: 

Not the Executive, they have enough power.  Putting it under Parliament, part of the 
Controller/Auditor-General or a new Officer of Parliament.  This would give greater independence 
and accountability to other parties/interests and not the current Government. 

 

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

the proposed functions be performed effectively by an existing institution? 

Response: 

I think we need this.  NZ has an unusual type government and power is too concentrated in the 
Executive. 
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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: 

Complete. 

 

 

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

Response: 

Already answered. 
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6 Do you have any other feedback? 

 

What do you think? 

6.a  Are there any issues not discussed in this document that you would like to bring to the 
Government’s attention at this stage? 

Response: 

 

 

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

Response: 
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