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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: Jonathan Dunn 

  
 

Email address: 

Phone number: 
 

For organisations 

Organisation name:  

Nature of your business:  

 Note: Since 2014, I have been performing duties as the NZ 
“country researcher” for the biennial Open Budget Survey 
(OBS), produced by Washington, DC-based International 
Budget Partnership (IBP). However, I am not making this 
submission formally on behalf of IBP.  

 

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: 

All three items cited above as reasons for establishing IFI are valid and important. 

It is important that there be a routine (annual) process for independent evaluation of NZ’s fiscal 
policy performance, specifically including assessment of Treasury’s official macroeconomic and 
fiscal forecasts underlying the annual budget and mid-year budget baseline updates. 

It is also critical that the capacity and effective performance of Parliamentary scrutiny of the 
Governments fiscal performance and policies be strengthened. An effective IFI can contribute to 
achieving that goal, although achieving substantive improvement is also contingent on other 
institutional factors pertaining to how the FEC operates and the level/scope of discussion, debate 
and actions taken as a result of Parliamentary review. Based on my own review of Parliamentary 
activity since 2014 as part of the biennial OBS process, the scope of Parliamentary review in the 
form of either select committee review or full house debate with specific recommendations for 
revisions to policy proposals is extremely limited (constrained) by the low frequency of hearings (i.e. 
primarily focused on release of BPS coinciding with the mid-year update), the Government’s 
financial veto and by the governing party having the chair for the main select committee (FEC). In 
addition, the scope of substantive pubic engagement in Parliamentary processes (in the form of 
either written or oral testimony) is very limited. 
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Independent costings of the political parties’ policy proposals during the electoral cycle can also be 
quite useful if the IFI’s outputs allow for reliable/valid “apples to apples” comparisons based on a 
transparent standardised set of assumptions and methodology, as well as measures taken to 
convey the costings to the public in a form that is readily accessible for public consumption. One 
element of Treasury’s background paper pertaining to this particular potential role of an IFI that is 
not clear to me is why the conduct and issuance of costings for a given party’s policy proposal(s) 
should be contingent on that party formally requesting that a costing by the IFI be done and issued. 
It seems to me that under this arrangement, there may be incentives for parties to not request such 
costings to avoid potentially unfavourable scrutiny. In addition, the stated intention that the IFI wold 
not perform independent costing of the Government’s proposals, on the assumption that this is a 
Treasury function, presents a risk that there would not be a full/complete set of comparisons of 
policy costings based on a single common standard set modelling assumptions and methodology, 
noting that in the context of the electoral process, the “Government” is effectively voicing the policy 
proposals of a party (or coalition of parties) that happens to be “in power” at any given time. 

Finally (as stated at the round-table discussion held at Treasury on 11 October 2018), in addition to 
the 3 items cited above as valid reasons for establishing an IFI, it is also critical (in my view) to 
highlight specifically a role for the IFI to support a broader scope of “entry points” for substantive 
public engagement in fiscal policy and budget processes. This should include actions extending 
beyond providing an additional source of relevant information in a form that is, again, “accessible” 
by the general public. Based on the results of recent biennial OBS reports (and more specifically the 
“headline” Open Budget Index as a component of the overall OBS measuring availability of 
fiscal/budget information) New Zealand consistently performs well in terms of the scope of publicly 
available information (though there remain specific areas with room for improvement). However, 
there are fundamental weaknesses, based on OBS criteria, in terms of the scope of the 
Government’s effort to establish routine annual processes/mechanisms for open and direct public 
engagement in budget/fiscal policy processes. The IFI should also be tasked with supporting efforts 
to establish effective new mechanisms for public engagement in budget/fiscal policy processes 
(debate & decision-making) on a routine (at least annual) basis. 
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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: 

Refer to response provided above for Q.1, again emphasising the important of establishing and 
supporting effective channels for broader and more substantive routine public participation in fiscal 
policy/budget processes. 
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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: 

Refer to response provided above for Q.1, again emphasising the important of establishing and 
supporting effective channels for broader and more substantive routine public participation in fiscal 
policy/budget processes. 

 

 

 
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: 

The response provided for Q.1 includes reference to institutional features of NZ Parliamentary 
arrangements that, in my view, limit the effectiveness of Parliamentary scrutiny and oversight. While 
one would expect an IFI positioned in such a way as to be reporting to and supporting Parliament 
(and select committees) to perform their review and oversight functions, underlying institutional 
features such as the financial veto and governing party’s (or governing coalition’s) chair of the FEC 
may also need to be addressed to support a more effective/substantive impact from Parliamentary 
review and oversight processes. 
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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: 

As noted above in response to Q.1, the IFI’s independent costings of the political parties’ policy 
proposals during the electoral cycle can be quite useful IF the IFI’s outputs allow for reliable/valid 
“apples to apples” comparisons based on a transparent standardised set of assumptions and 
methodology, as well as measures taken to convey the costings to the public in a form that is readily 
accessible for public consumption. 

I have further expressed concern about the incentives generated by the condition that the IFI’s 
conduct and issuance of costings for a given party’s policy proposal(s) should be contingent on that 
party formally requesting that a costing by the IFI be done and issued.  

It seems to me that under this arrangement, there may be incentives for parties to not request such 
costings to avoid potentially unfavourable scrutiny.  

In addition, the stated intention that the IFI wold not perform independent costing of the 
Government’s proposals, on the assumption that this is a Treasury function, presents a risk that 
there would not be a full/complete set of comparisons of policy costings based on a single common 
standard set modelling assumptions and methodology, noting that in the context of the electoral 
process, the “Government” is effectively voicing the policy proposals of a party (or coalition of 
parties) that happens to be “in power” at any given time. 

 

 

 
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: 

Perhaps there might be some rule applied within the electoral process that each party must, by a 
certain date, present its specific policy platform, inclusive of the underlying information (quantitative 
or otherwise) in order to ensure the IFI has sufficient information to prepare and release its 
standardised independent costing for each party’s platform? 

Again, I would not be inclined to either: 

1. Make the IFI’s costings of any political party platform (or policy proposal) conditional on the 
party in question making a request of the IFI to produce and release such its costing; or 

2. Preclude the IFI from providing its own costing of the Government’s policy platform/proposals 
utilising (as best as possible) underlying assumptions and methodology consistent with 
those used for costing other non-governing parties’ policy platforms. 
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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: 

Yes, I am in agreement with the scope of these proposed IFI functions. 
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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: 

Yes, I am in agreement with the scope of these proposed IFI functions. 
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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, I am in agreement with the scope of these proposed IFI functions. 
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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: 

Yes, I am in agreement with the scope of this proposed IFI function.  

In addition, I would like to highlight the importance of IFI’s outputs incorporating an element of broad 
public accessibility, not only in their public distribution, but also in the format and “style” of their 
presentation. 
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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: 

Competence/Credibility – the IFI must have the competence to produce work viewed as credible by 
Government and other political actors, by the range of economic and fiscal policy specialists 
working outside of government, and by the public at large. 

Transparency – the processes defining the scope of the IFI’s work-plan, as well as the technical  
assumptions and methodologies used to produce specific outputs, but be fully transparent. 

 

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

Independent Fiscal Institution in New Zealand? 

Response: 

Clarity in defining its terms of reference (scope of activities/functions, accountabilities) 

Adequate resources (sufficient to attract and retain technically qualified staff and for ongoing 
operational costs to support the full scope of its activities/mandate) 

Maintaining a position of political neutrality 
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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: 

I see the enhancement of Parliamentary scrutiny and oversight, together with increasing the scope 
and quality of public debate and effective public engagement in fiscal policy/budget processes are 
the most critical functions. As such, reporting and accountability would be primarily to Parliament, 
though with some form accountability to a non-partisan entity that ensures the IFI is not restricted in 
the scope or content of its reporting and activity by a majority party’s (or majority coalition’s) 
influence within Parliament. 

Within the context/framework of the 4 quadrants shown in the table above, I would suggest 
positioning the IFI in the lower right-hand quadrant as a new/separate Office of Parliament. 

 

 
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 do think a well-designed and sufficiently resourced IFI would be beneficial, providing added value 
to the scope and level of public discourse on economic/fiscal/budget policy issues, as well as the 
scrutiny and oversight of Government’s fiscal policy performance, over and above that which has 
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been provided by existing institutions. 

 

 

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: 

Full independence from Government or any Government Ministers. 

 

 

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

Response: 

IFI would be (primarily) reporting to Parliament, though with a mandated requirement that its work 
(outputs) be publicly available (in full). 
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6 Do you have any other feedback? 
 

What do you think? 

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

Response: 

No further issues/comments 

 

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

Response: 

No further issues/comments 
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