Designing effective
independent fiscal institutions

S &) C




Designing effective
independent fiscal institutions

Independent fiscal institutions (IFls) serve to promote sound fiscal
policy and sustainable public finances. Their numbers in the OECD
have more than tripled in the past decade and continue to grow. To-
day IFls are considered among the most important innovations in the
emerging architecture of public financial management. The OECD
has identified good practices for designing and operating effective
IFls through the OECD Recommendation on Principles for Indepen-
dent Fiscal Institutions. The analysis presented in this paper draws
on the OECD IFI database compiled from a first set of case studies
of 18 OECD IFls in Australia, Austria, Belgium, Canada, Denmark, Fin-
land, France, Ireland, Italy, Korea, Mexico, Netherlands, Portugal, Slo-
vak Republic, Spain, Sweden, United Kingdom and the United States.
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IFIs TODAY - New Institutions, new gov-
ernance challenges’

Independent fiscal institutions (IFIs) are in-
dependent public institutions with a man-
date to critically assess, and in some cases
provide non-partisan advice on, fiscal policy
and performance. While fiscal decision-mak-
ing is ultimately the responsibility of demo-
cratically elected officials, IFIs serve — often
in combination with credible fiscal rules - to
promote sound fiscal policy and sustainable
public finances. Core IFI functions, such as
assessing or preparing macroeconomic and
fiscal forecasts and monitoring and evalu-
ating fiscal plans and outcomes, can help to
address biases towards spending and deficits.
And by making their analysis public, IFIs fos-
ter greater transparency and accountability
and enrich the public debate. As such, IFIs can
raise reputational and electoral costs for gov-
ernments that choose to pursue imprudent
fiscal policies or break key commitments.

In February 2014 the OECD Council adopted a
Recommendation on Principles for Indepen-
dent Fiscal Institutions?. In doing so, OECD
member states recognised the potential of in-
dependent parliamentary budget offices and
fiscal councils within the OECD and globally
to enhance fiscal discipline, promote greater
budget transparency and accountability, and
raise the quality of public debate on fiscal
policy choices. The potential positive role of
IFIs is also recognised in the OECD Recom-
mendation on Budgetary Governance (2015),
which calls on governments to consider “how
the credibility of national budgeting - includ-
ing the professional objectivity of economic

forecasting, adherence to fiscal rules,
longer-term  sustainability = and  han-
dling of fiscal risks - may also be sup-
ported” through the work of IFIs.

Although relatively few and novel worldwide,
diverse examples of IFIs have existed for de-
cades within the OECD membership in coun-
tries such as Belgium (1936), the Netherlands
(1945), Denmark (1962), Austria (1970) and
the United States (1974). Based in part on the
experience of these older institutions in the
mid-1990s a number of economists and aca-
demics floated the idea that countries could
adapt some of the positive experiences of in-
dependent central banking to the fiscal sphere.

This idea was given new impetus with the
surge of government deficits and debts brought
on by the 2008-09 financial crisis. With com-
mitments to sustainable public finances un-
der close scrutiny, policymakers searched for
new ways to safeguard fiscal discipline and re-
build public trust in their capacity to manage
public budgets prudently and transparent-
ly. The number of IFIs in the OECD has more
than tripled in the past decade and continues
to grow. Today IFIs are considered among the
most important innovations in the emerging
architecture of public financial management.

Despite their growing popularity, IFIs across
the OECD face similar challenges, particularly
in their early years. While it may be in coun-
tries’ long-term interest to establish an IFI, poli-
ticilans may be tempted to constrain the actions
of an IFI to avoid criticism in the short term.

1. The analysis presented in this paper draws on the OECD IFI database compiled from a first set of case studies of 18 OECD IFIs. The

full case studies can be accessed in Lisa von Trapp, [an Lienert and Joachim Wehner (2016), “Principles for independent fiscal institu-

tions and case studies”, OECD Journal on Budgeting, Vol. 15/2. DOI:

information on new institutions is noted in the footnotes.

http://dx.doi.org/10.1787/budget-15-5jm2795tv625. Where known,

2. Over two years of extensive consultation took place within the PBO, the Working Party of Senior Budget Officials (SBO) and the

Public Governance Committee (PGC).



Figure 1. The growth of IFIs in the OECD
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1. Hungary: The Office of the Fiscal Council in Hungary (established 2009) saw its resources significantly reduced at end 2010.
2. Slovenia: A first fiscal council with minimal resources ceased operations in 2012. As of 2017 a new fiscal council is in the process of being established.
3. Chile: A Fiscal Advisory Council was established by a decree of the Ministry of Finance in April 2013. There have been proposals for reform to give the Coun-

cil independent legal standing.

4. Finland: In addition to the National Audit Office Fiscal Policy Evaluation Unit, a new Economic Policy Council was established in 2014 with a mandate to give

ex ante policy advice.

On a positive note however, the experience
of countries with more long-standing insti-
tutions demonstrates that - even if they do
not always agree - IFIs are viewed in the lon-
ger term as important partners for finance
ministries and legislative budget commit-
tees in promoting credible fiscal policies.

Given how new the majority of these institu-
tions are, it is difficult to formally assess their
effectiveness. Moreover, the establishment of
an IFI, particularly in those countries with older
instructions, may reflect the government’s po-
litical commitment, underpinned by the elec-
torate’s preference, for discipline (Kopits, 2011).
Nevertheless, several points in the OECD prin-
ciples have been reaffirmed as key features of
effective fiscal councils, for example, strict op-
erational independence and a strong presence
in the public debate, as well as a role in fiscal
rule monitoring and production or assessment
of forecasts (e.g. OECD 2012; IMF, 2013; Debrun,
X. and Kinda, T., 2014). The principle of local

ownership was also identified as a potential-
ly important factor in explaining the extent to
which EU IFIs have sufficient resources to de-
liver their effective oversight (Horvath, 2017).

LOCAL OWNERSHIP
There is no one size fits all model for IFis

IFIs within the OECD are a heterogeneous group
— there is no one size fits all model. They vary
considerably in terms of their governance pro-
visions, breadth of their mandate and func-
tions, leadership and staff arrangements, and
budget. This underlines the importance of lo-
cal needs and the local institutional environ-
ment (including, in some cases, capacity con-
straints) to their design, even for those bodies
that were set up to meet the same European
requirements (see OECD Principles 1.1 and 1.2).



Regardless of the model chosen, itis useful for the IFI to have alegal basis for establishment. This en-
sures that certain key aspects, such as its mandate, the leadership appointment process and access
to information are clearly defined and can protect the institution from political pressures. Indeed,
the vast majority (89%) of OECD IFIs are provided for in primarylegislation. Where thisisnot the case,
the IFI is provided for in constitutional legislation (the Slovak Republic) or by Ordinance (Sweden).

Figure 2. Legal basis for IFI establishment
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Source: OECD IFI Database (2017)

Across the OECD, IFIs have often been set up as part of wider package of reforms (61%), the ma-
jority of which are budget management reforms. The principal growth in new institutions asso-
ciated with budget reforms can be seen in the European Union (EU). Portugal and Ireland, which
were particularly hard hit by the crisis, were among the first wave of EU countries to establish
independent fiscal institutions as part of wider national budgetary reform efforts. New EU re-
quirements (fiscal compact, “six-pack”, “two-pack”) calling for an independent body” to monitor
compliance with national fiscal policy rules and assess or produce macroeconomic and budgetary
forecasts further spurred the growth in new institutions (e.g. Estonia, Finland, France, Germany, It-
aly, Latvia and Luxembourg), or the amendment of the mandates of older IFIs (Austria, Denmark).

Figure 3. Type of reforms underpinning IFI establishment
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Another driving factor behind the establish-
ment of new IFIs, particularly outside of the EU,
has been parliamentary reform. The US Con-
gressional Budget Office (CBO), one of the first
IFIs, was set up in 1974 as part of a package of
measures adopted by congress to reassert its
budgetary powers. The Korean National As-
sembly Budget Office (NABO), the Office of the
Parliamentary Budget Officer (PBO) in Canada
(2006) and the Australian Parliamentary Budget
Office (PBO) (2011) were established as part of
commitments to increase fiscal transparency
and enhance the legislature’s budgetary role.
The Irish Parliament is also in the process of
setting up a PBO, one of the measures recom-
mended in the OECD Review of Parliamenta-
ry Budget Oversight — Ireland (2015). A parallel
trend in many OECD countries has been for leg-
islatures to increase their budget analysis ca-
pacity by strengthening internal research units.

New IFIs are also starting to emerge at the su-
pra and sub-national level. As recommended in
the Five Presidents’ Report (June 2015) the Eu-
ropean Commission opted in October 2015 to
set up the first supranational IFI, the European
Fiscal Board (EFB), to evaluate the implementa-
tion of EU fiscal rules, advise the Commission
on the fiscal stance appropriate for the euro
area as a whole, and cooperate with Member
States’ national fiscal councils. On 19 October
2016, the first members of the board were for-
mally appointed®. New subnational IFIs have
in part been driven by the trend towards fiscal
decentralisation and the need for credible bud-
geting at the sub-national level. For example, in
the Canadian province of Ontario, the Financial
Accountability Office was established in 2013 to
provide the Legislative Assembly of Ontario with
independent analysis on the state of the prov-
ince’s finances. In Scotland (United Kingdom),
the Scottish Fiscal Commission was established
in 2014 and provides independent scrutiny
of Scottish Government revenues forecasts*.

The fiscal council model

Over half of the institutions (56%) can be de-
scribed as under the statutory authority of the
executive or standalone (although they may,
like the United Kingdom Office for Budget Re-
sponsibility (UK OBR), have dual lines of ac-
countability to the executive and the parlia-
ment). These tend to be institutions that follow
the fiscal council model, although even within
this model, there are subsets, for example, some
countries have chosen small, largely academic
councils (e.g. Sweden, Ireland)°. Others have fol-
lowed more of a corporatist tradition in which a
larger set of council members may be proposed
by different stakeholders or interest groups
(e.g. Austria, Belgium, Denmark, and France)®.

One area where fiscal councils differ is their in-
stitutional independence. Belgium provides an
example of a fiscal council with more limited
independence as the High Council of Finance is
formally chaired by the Minister of Finance and
has a secretariat under the authority of the fed-
eral government. An example of a fiscal coun-
cil with stronger independence is the UK OBR
which is a legally separate arms-length entity
with its own oversight board. The CPB Nether-
lands Bureau for Economic Policy Analysis (CPB)
is technically an agency under the Ministry of
Economic Affairs, Agriculture and Innovation.
Although the CPB is part of the executive branch
of government, it enjoys considerable indepen-
dence, with autonomy over its annual work
programme and offices physically separate
from those of the Ministry of Economic Affairs.

The parliamentary budget office model

Another third (33%) of the institutions in the
case studies follow the independent par-
liamentary budget office model (Australia,
Canada, Italy, Korea, Mexico, United States)

3. The Five Presidents’ Report is available at http://ec.europa.eu/priorities/economic-monetary-union/docs/5-presidents-report_en.pdf
4. The Scottish Fiscal Commission will become responsible for the production of forecasts from April 2017.

5. Also Estonia.
6. Also Germany, Latvia, Luxembourg.



with a stronger focus on assisting parliamen-
tary oversight of the budget and supporting
the work of the main budget committee. PBOs
are also more likely to have a costing role’.

Other models

France and Finland have established auton-
omous units connected to the national au-
dit institution, although Finland has since
also established an Economic Policy Coun-
cil, comprised of academics, in spring 2014.
In France, it was thought that the High

would benefit from being attached to the Court of
Auditors due to the court’s well established repu-
tationforindependence anditshighlevel of cred-
ibility within France’s institutional landscape, in
particular the trust placed in it by the legislature.

It should be noted that several OECD IFIs
also have links to the Central Bank. For ex-
ample, Oesterreichische Nationalbank pro-
vides staff for Austria’s Fiscal Advisory Coun-
cil and funding for the Council for Budget
Responsibility (CBR) in the Slovak Republic
is drawn from the National Bank of Slovakia.

Council for
seil des

Public
Finances

Con-
HCFP)

Finances (Haut
Publiques,

Table 1. OECD IFlIs by institutional model

Institutional model
OECD Country [Institution name Legislative Fiscal Audit
budget office council institution
Australia Parliamentary Budget Office (PBO) @ @) O
Austria Fiscal Advisory Council (FISK) O (] O
Belgium High Council of Finance (HRF/CSF) @) o @)
Canada Parliamentary Budget Office (PBO) [ @] O
Denmark Danish Economic Council O o O
R - e e i B o .
France High Council of Public Finance (HCFP) O O o
Ireland Irish Fiscal Advisory Council (IFAC) O o O
Italy Parliamentary Budget Office (PBO) o O O
Korea National Assembly Budget Office (NABO) o O O
Mexico Center for Public Finance Studies (CEFP) o O O
Netherlands Netherlands Bureau for Economic Policy Analysis (CPB) O o O
Portugal Portuguese Public Finance Council (CFP) O o O
Slovak Republic |Council for Budget Responsibility (CBR) O o O
Spain Independent Authority of Fiscal Responsibility (AIReF) O o O
Sweden Swedish Fiscal Policy Council (FPC) O o O
UK Office for Budget Responsibility (OBR) O o @)
us Congressional Budget Office (CBO) [ J @] @)

Source: OECD IFI Database (2017)

7.In a number of parliaments across the OECD, the emergence of specialised in-house parliamentary budget research units has also
been observed. Examples are provided by the Portuguese Parliamentary Technical Support Unit, the UK House of Commons Scrutiny
Unit and Financial Scrutiny Units within the devolved legislatures across the UK (Wales, Northern Ireland and Scotland). While these
units may have similar functions to a parliamentary budget office, they often provide targeted support to Committees and individual
parliamentarians. They are also likely to have lower levels of operational independence (with their budget and hiring policy deter-

mined by parliament) and to lack legal underpinning.



INDEPENDENCE AND

NON-PARTISANSHIP

Leadership arrangements reinforce in-
dependence. OECD [FIs select their
leadership on the basis of merit and
technical competence and strictly avoid pre-

sentinganalysis from a political perspective.

The OECD Principles recommend that the lead-
ership of an IFI should be selected on the ba-
sis of merit and technical competence, without
reference to political affiliation (Principle 2.2).
This principle has been strongly adhered to
in OECD IFI appointment processes. The lead-
ership of IFIs across the OECD is drawn from
a variety of backgrounds including academia,
government (particularly the Ministry of Fi-
nance), audit institutions, the central bank and
the private sector. Almost half of leaders have
spent time in academia prior to joining the IFI.

In most OECD countries, leaders are appoint-
ed by the executive or parliament although
they may be proposed by other stakeholders
or interest groups. In Finland the leader of the
Fiscal Policy Evaluation Function is appoint-
ed by the Auditor General. Several countries
(e.g. Ireland, Portugal, and Sweden) allow for
non-nationals to serve as council members,
thus increasing the pool of qualified candi-
dates (particularly useful in smaller countries)
and reducing the risk of “groupthink”. This de-
sign choice may serve to bolster independence.

Some OECD countries have additional proce-
dures in place within the appointment process
to provide assurance that leadership appoint-
ments are non-partisan. For example, appoint-
ments to the UK OBR’s Budget Responsibili-
ty Committee are made by the Chancellor of
the Exchequer subject to the consent of the
House of Commons Treasury Select Committee.

Figure 4. Leadership background (where known)
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In Spain the candidate for the Independent Au-
thority for Fiscal Responsibility (AIReF) Pres-
idency that is nominated by the Council of
Ministers must appear before the Congress of
Deputies Finance and Public Administrations
Committee which assesses the his or her expe-
rience, training and skills. Similarly parliamen-
tary approval is needed for government to dis-
miss the leadership of the IFIs in Ireland, Spain
and the United Kingdom (see Principle 5.1).

Where leadership appointments are made by
parliament, additional safeguard procedures
can also be put in place. For example, the ap-
pointments may also be subject to the approval
of relevant committees (as is the case in Austra-
lia and Italy) or the full parliamentary chamber
(as is the case in Mexico). In the US, the CBO Di-
rector and deputy are appointed by the Speaker
of the House of Representatives and the Presi-
dent pro tempore of the Senate after considering
recommendations received from the Commit-
tees on the Budget of the House and the Senate.

The OECD Principles also recommend that term
lengths and the number of terms that the lead-
ership may serve, and the criteria and process
for dismissal of leaders should be clearly stated
in legislation (Principle 2.3). This too is standard
practice for most OECD IFIs. All but one have
clearly defined terms and term limits. The ex-
ception is the Korean NABO where the practice
is for the chief to resign every two years when
there is a change of National Assembly Speaker.
There are clearly defined criteria for the dismiss-
al of leaders in almost three-quarters (72%) of
OECD IFIs. Exceptions include Austria, Belgium
and Sweden, where the legislation is not explicit.
Another exception is Canada, where the Parlia-
mentaryBudgetOfficerisappointedforafive-year
term renewable once “during pleasure”®, mean-
ing that he or she can be removed without cause
at the discretion of the Governor in Council (es-
sentially at the discretion of the Prime Minister).

The final exception is Korea where the House
Speakerhasthe powertodismissthe NABO Chief.

Principle 2.4 further recommends that the po-
sition of the head of the IFI should be a remu-
nerated and preferably full-time position. All
those institutions set up along the parliamen-
tary budget office model to date have full-time
leadership that is remunerated. However, under
the fiscal council model around half of the in-
stitutions have part-time leaders. These tend
to be institutions in smaller European coun-
tries, institutions which can draw on the work
of other bodies, and some of the older institu-
tions with a more corporatist tradition and a
larger number of council members (for exam-
ple, Austria, Belgium and Denmark which all
have ten or more part-time council members).
Council members in Sweden and Ireland, which
draw their members mainly from academia,
are also part time. In some cases a position
as a council member might be best described
as honorary and is not remunerated (France).

With the exception of Italy, IFIs with a par-
liamentary budget office model tend to have
an individual leadership structure (Austra-
lia, Canada, Korea, Mexico, United States),
as do the Netherlands and Spain. Most with
a fiscal council model maintain a collegial
leadership structure with the Chair taking
a more or less strong role (e.g. Austria, Bel-
gium, Denmark, Ireland, Portugal, Slovak Re-
public, Sweden, and the United Kingdom)°.

8. Following the commitment made by the Liberal Party of Canada during the 2015 election campaign, the Canadian Government
mandated the Leader of the government in the House of Commons to “Ensure that the Parliamentary Budget Officer is properly
funded and truly independent of the government”. Draft legislation prepared by the Canadian PBO proposes that “The Parliamentary
Budget Officer holds office during good behaviour for a term of five years but may be removed for cause by the Governor in Council at
any time on address of the Senate and House of Commons.” See, http://www.pbo-dpb.gc.ca/en/blog/news/Draft Mandate

9. Also Estonia, Germany, Latvia and Luxembourg.



Figure 5. Leadership arrangements by institution
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The leadership of the IFI should have full freedom to hire and dismiss staff in accordance
with applicable labour laws (Principle 2.5). The vast majority of the IFIs (78%) have full con-
trol over the hiring process for staff. Some IFIs have staff provided by other bodies such
as the National Bank, Ministry of Finance, and Court of Auditors (Austria, Belgium, and
France). In some cases hiring may be limited by regulations covering public sector employ-
ees, potentially limiting administrative independence (Ireland, Spain). In Korea senior staff
(above the level of division chiefs) are appointed and dismissed by the Speaker of the Na-
tional Assembly, whereas other staff are appointed and dismissed by the NABO Chief.

Figure 6. Strength of leadership arrangements
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MANDATE

Certain core functions can be found across
IFI models. OECD IFis have the autonomy
to undertake analysis at their own initia-

tive and set their own work programme.

While OECD IFIs have diverse mandates certain
core functions are common across IFI mod-
els, such as macroeconomic or fiscal forecast-
ing, monitoring compliance with fiscal rules,
policy costing, long-term fiscal sustainabili-
ty analysis, and supporting the legislature in
budget analysis. Most OECD IFIs have the au-
tonomy to undertake analysis that they con-
sider important at their own initiative and to
set their own work programme (Principle 3.2).

Principle 3.1 states that “the mandate of IFIs
should be clearly defined in higher level legisla-
tion, including the general types of reports and
analysis they are to produce, who may request
reports and analysis, and, if appropriate, associ-
ated timelines for their release”. The vast ma-
jority of OECD IFIs have specific reports required
in their legislation, ranging from one (Aus-
tralia, Austria, Finland, Netherlands, Sweden,
and the United States) to nine reports (Spain).

Principle 3.2 recommends that IFIs have the
scope to produce reports and analysis at their
own initiative and the autonomy to determine
their own work programme within the bounds
of their mandate. OECD IFIs have the autonomy
to set their work programmes but the extent to
which their work programmes are already guid-
ed by legislation varies. In some instances their
work programmes must also be approved ex-
ternally. For example the Korean NABO’s work
programme must be approved by the Speaker of
the National Assembly and the Mexican Centre
for Public Finance Studies (CEFP) must submit
its work programme to the Chamber of Depu-
ties’ Committee on the CEFP for review. All can
produce reports and analysis at their own ini-
tiative with the exception of the French HCFP.

Theorganiclawestablishingthe HCFPestablishes
thereportsand timingsforitsreports and prohib-
itsit from undertaking work on its own initiative.

The mandates of OECD IFIs continue to evolve.
This is true even for very young institutions. For
example in April 2013 the Irish Fiscal Advisory
Council was assigned a new role in endorsing
the Department of Finance’s macroeconomic
forecasts. The Korean NABO’s mandate was re-
vised in 2014 to give it a strengthened role in
the costing of legislation - NABO now has sole
authority to prepare cost estimates for bills in-
troduced by Members. As noted earlier, some
of the older institutions have taken on a new
role in monitoring compliance with fiscal rules
(e.g. Austria and Denmark). For others, discus-
sions about potential changes are under way,
such as proposals for the Australian PBO to
prepare annual medium-term (ten-year) bud-
get projections and assess fiscal rules®® or for
the Canadian PBO to cost election platforms.

Macroeconomic and/or fiscal forecasting

The vast majority of OECD IFIs engage in mac-
roeconomic and/or fiscal forecasting (83%).
Their role in the forecasts takes several forms.
For example, the Netherlands CPB and the UK
OBR have been tasked with producing the offi-
cial economic and fiscal forecasts used by gov-
ernment. Some institutions produce alternative
forecasts (e.g. Canada, Denmark, Korea, Mexico,
United States), while others provide an opinion
on, or endorsement of, the government’s fore-
casts (e.g. Austria, Finland, France, Ireland, Italy,
Portugal, Spain, Sweden)* and still others were
set up with no forecasting role at all (e.g. Austra-
lia, Belgium, Slovak Republic)??. In Sweden, the
Fiscal Policy Council can use the macro-fiscal
forecasts prepared by another well-established
independent agency, the National Institute of
Economic Research and in Belgium another
independent institution, the Federal Planning
Bureau produces the macroeconomic forecasts.

10. See discussion in National Commission of Audit report, ‘Towards Responsible Government’ (http://www.ncoa.gov.au/report/ap-
pendix-vol-1/6-approach-to-government-and-new-fiscal-rules.html) and Australian Parliament Joint Committee of Public Accounts
and Audit Report No. 446: Review of the Operations of the Parliamentary Budget Office (www.aph.gov.au/Parliamentary_Business/

Committees/Joint/Public_Accounts_and_Audit/PBO/Report_446)
11. Also Estonia and Luxembourg.
12. Also Germany and Latvia.



Monitoring compliance with fiscal rules
and fiscal sustainability analysis

With the exception of the Netherlands CPB , all
of the OECD IFIs within the EU are tasked with
monitoring compliance with fiscal rules. None
of the institutions in OECD member countries
that are outside of the EU have this task, al-
though it has been proposed for the Australian
PBO. Canada currently does not have explicit fis-
cal rules in place; however nothing would pre-
clude it from doing so if new fiscal rules were
adopted. While the Netherlands CPB*® does not
formally monitor compliance it does so indi-
rectly through calculations with respect to pub-
lic inances and expenditure ceilings. In the
United States, since 1974, Congress has adopt-
ed fiscal rules for specific time periods and the
CBO may analyse them. Also, the CBO analyses
fiscal rules if they are part of new legislation.

Policy costing

Half of the institutions in OECD member coun-
tries (50%) have a costing role, with this func-
tion found across all parliamentary budget of-
fices and a number of fiscal councils. However,
there is notable diversity in the type of costing
work undertaken. The US CBO costs virtually
every bill reported by congressional commit-
tees (between 500 and 700 annually). The Ca-
nadian PBO undertakes policy costings, but is
selective when doing so given its limited re-
sources. It prioritises requests based on ma-
teriality and contribution potential. A project
or request is considered material if it can rea-
sonably be expected to have a substantive im-
pact on the government’s finances, estimates
or the Canadian economy. The Slovak CBR may
publish opinions, particularly in terms of im-
plications for the general government budget
and long-term sustainability, on draft legisla-
tion submitted to the National Council at its
own initiative or at the instigation of a par-
liamentary group. A number of institutions
also have a role in scrutinising policy costings.

13. This task has been given to the Council of State.

For example, the UK OBR scrutinises and en-
dorses as “reasonable”, or not, costings of bud-
get measures produced by government depart-
ments. In the event that the UK OBR disagrees
with a government costing, it incorporates its
own preferred costing in its published forecasts.
While the National Audit Office of Finland does
not have a role in ex ante costings, related work
on performance audits may, however, evaluate
cost assessments of government programmes.

Long-term fiscal sustainability analysis

Most institutions have a role in the analysis of
long-term fiscal sustainability (83%). One ex-
ception, the Irish Fiscal Advisory Council, has a
mandate to provide a view on whether the fiscal
stance is “conducive to prudent economic and
budgetary management” which could arguably
allow for a certain amount of flexibility to un-
dertake work on longer-term sustainability. This
may, for example, involve analysis of the im-
pact of demographic trends, public policy and
debt levels on long-term public finances. Fiscal
sustainability reports are useful to enhance the
understanding of the future costs of current
policy decisions, help manage risks, increase
support for sound macroeconomic policy. Ideal-
ly, they should provide a comprehensive assess-
ment of the state of public finances with the
scope of analysis extending beyond long term
demographics to examine unsustainable or
time-variant revenues or expenditures. There is
no firm consensus on the appropriate time hori-
zon for long term fiscal sustainability analysis.
However, practice across OECD countries sug-
gests a minimum length of 30 years or more!“.

Supporting the legislature in budget
analysis

Over a third of OECD IFIs (39%) directly
supportthelegislatureinbudgetanalysis. Forthe
most part, this function is found across parlia-
mentary budget offices (Australia, Canada, Italy,
Korea, Mexico and the United States), although
the Netherlands CPB also provides this function.

14. OECD Benchmarks for IFI Long Term Fiscal Sustainability Analysis (forthcoming).
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Support may include tasks such as provid-
ing comprehensive analysis of the govern-
ment’s budget proposals (Canada, Korea,
Mexico, Netherlands, and United States),
supporting parliamentary committee inqui-
ries (Australia, Canada, Italy, Korea, Mexi-
co, United States) or undertaking confiden-
tial budget analysis for parliamentary groups
and individual parliamentarians (Australia).

Costing election platforms

While costing of election platforms has generat-
ed considerable interest within OECD member
countries, only the Netherlands CPB and Aus-
tralian PBO currently have this function. The
mandate of the Australian PBO has also evolved
to include a report after a general election on
the budget impact of election commitments of
designated parliamentary parties. Additional
resources are given to the PBO when carrying
out this function. The Netherlands CPB has been
costing election platforms since the 1980s and,
although voluntary, all major parties now ask for
such costings. Typically major political parties
also ask the Netherlands CPB to cost major sec-
toral policy topics, like education, mobility, en-
vironment and the housing market. The Nether-
lands CPB also looks at the long-term effects and
the impact of the proposals on the distribution
of income and unemployment. Over the years,
this higher scrutiny has had the advantage of
making party manifestos much more specific.
The Netherlands typically has coalition govern-
ments and the Netherlands CPB costings are ul-
timately used to underpin coalition agreements.

IFIs typically steer clear from providing
normative advice

The OECD Principles favour that IFIs should be
precluded from any normative policy-making
responsibilities to avoid even the perception
of partisanship (Principle 2.1). In line with this,
over half of OECD IFIs (56%) do not provide nor-
mative advice. In those instances where IFIs
can provide normative advice (Austria, Belgium,
Denmark, Korea and Sweden) it is strictly lim-
ited in scope and usually relates to providing
recommendations to ensure compliance with
fiscal policy objectives. The IFIs do not chal-
lenge the objectives of the government, but
use them as a standard against which to assess
individual policy measures. Any recommen-
dations are grounded in objective and techni-
cally competent analysis of relevant issues.

In the US, while enabling legislation for the CBO
does not prevent it from giving policy recom-
mendations, it has rigorously refrained from
doing so from the outset. The choice not to give
policy recommendations was made by its first
Director who drew a distinction between policy
recommendations, which the CBO would “assid-
uously refrain from”, and technical recommen-
dations, which would be acceptable if asked for.
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Table 2. Typical functions of IFIs

eu eu 'u 'u eu %8¢ eu S1SB0310] BAlRUIS)e aledald = [
eu 'eu 'u e e'u V47 ' Ajuo s)sB0810} SSBSSY = W
%Ll e'u eu e ey e’y e'u BYO = )
%95 %68 %05 %19 %EE %L %L} oN= O
%82 %L1 %05 %6E %L9 %L1 %E8 SoA= @
%00} %00} %001 %00} %00} %001 %001} (%) sauuno [ejo
eu 'u eu ey eu G 'u S1SB0810) 9ANRUIB)E Bledald = [
eu eu eu Bl e 8 eu A|UO S)SE2810) SSSSY = I
€ ’e'u e'u ‘e'u ‘e'u ‘e'u e'u BYI0 = )
0l ol 6 B} 9 g g ON= O
G 14 6 L ¢l 14 Gl SOA= @
8l 8l 8l 8l 8l 8l 8l (*ou) saunod [ejo|
0 ¢) ° ° 0 0 ° (092) 8940 1ebpng |UOISSBIHU0D SN
0 o) ° 0 ° ° ° (480) Auiqisuodsay jebpng 1o} 82O N
° o) 0 0 ° [ ] ° (0d4) l1ounog Aoljod [e9sl4 ysipems uspams
) 0 0 0 ° ] ° (40d1v) Anniqisuodsay [easid jo Ajuoyiny juspuadapul ureds
0 ¢) ° 0 ° 0 ° (480) Aunqisuodsey Jobpng Joj [ounog | dlgndey Xeaols
0 0 0 0 ° ] P (d49) 1ouno) saueul 21jgqnd asenbnuod [ebnuog
0 ° ° ° 0 ° ° (gdD) sisAleuy Ad1j0d 21woU09] Joj NeaINg SPUeayYlaN spuepayjeN
0 o) ° ° 0 0 0 (d430) salpmig @doueuld dljgnd 10} JBjus] 00IXa\
° 0 ° ° 0 0 ° (0gwN) #2140 1ebpng Ajquiessy [euoneN E2.0)
0 0 ° ° ° ] ° (09d) 820 186png Alejuswelyed Apey
) o) 0 0 ° [ ] 0 (Ov41) l1unog AlosIApY [B9SIS YsH| puejel|
0 o) 0 0 ° ] 0 (d40H) 8dueut 91qnd Jo [1ounog Yoy aouel
ue|ul4 Jo 92l 1PNy |euOolieN - uonoun uejul
’ 0 O O i n o £o1j0d [easiq wo cw_mh_mﬁ_.wmm .m:%o_y_co_\”_ H_H__ovcm.wmvc““ P
[ ] O O O [ ] O () JIOUN0Y J1WOoU03 ysiueq Yewuaq
0 0 ° ° 0 0 ° (0gd) 2910 196png Aejusweled epeue)
° 0) 0 0 ° 0 ° (4S0/44H) 8dueu jo [1uN0Y YbIH wnibjeg
o 0 0 0 ° ] ° (MS14) lounod Aiosiapy [edsi4 eujsny
0 ° ° ° 0 0 ° (08d) @210 1e6png Arejuswelped ellessny
sishjeue R
¢IANDE suwoperd Bunsoo 196pnq [BOSI) YIm Sise08.0} Ayjgeureisns
8Anjeunou uonasle £oij0d urainjeisibe| | aoueldwod [EOSH} JO [easl wua)-buo
apinoid Bunsod Ul 910y poddns BuLoUow 0IWOU0980I0RW 10 sisfieuy aweu uonnyjsul Anuno)
uonnysul ut ojoy Aiaig Ul 9[0Y ul ajoy
ay} uen

suopoung

Source: OECD IFI Database (2017)

12



RESOURCES
Budgets vary widely. Around half of OECD IFls have a separate budget line but only a few
countries have instituted stronger protections such as multiannual funding commitments.

The resources allocated to IFIs should be commensurate with their mandate in order for them to
fulfil it in a credible manner (Principle 4.1).

Table 3. Highly resourced institutions

Budget Staff
Us CBO 46.8 USD 1 US CBO 246
2 Netherlands CPB 13.0 EUR 2 Korean NABO 138
3 Korea NABO 13.6 USD 3 Netherlands CPB 117

Source: OECD IFI Database (2017)

Figure 7. Institutions grouped by general The Korean NABO, the Netherlands CPB and
scale of resources the US CBO are the most highly resourced in-

stitutions both in terms of budget and staff-

ing. This reflects the breadth and scope of

their mandate and activities. All have a role

in policy costing, a resource-intensive task

that requires staff with specific programme

= knowledge. The Korean NABO also has a
unique program evaluation mandate cover-

ing topics ranging from infrastructure proj-

ects to government assistance to autonomous

public institutions. A small number of insti-

tutions have around 30-60 staff and a bud-

get of USD 3-7 million (Australia, Denmark,

Italy, Mexico, Spain). The remaining institu-

Austria ireland tions (50% of IFIs) operate with fewer than
o 30 staff and these institutions tend to have a
Finend Sweden budget of less than USD 3 million. In general,
france UK institutions within this group tend to have a
narrower remit. For example, a number of in-
stitutions in the lower half of the staff count
focus on only on activities such as assess-
Budget USD ing or endorsing the government’s forecasts
and monitoring compliance with fiscal rules.
The smallest institutions, France, Ireland and
Sweden operate with fewer than one million
euros and have five or less secretariat staff.

Number of people

W

Source: OECD IFI Database (2017)
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Certain protections can be put in place regard-
ing IFI budgets, such as appropriations being
published and treated in the same manner as
other independent bodies such as supreme au-
dit institutions and multi-annual funding com-
mitments (Principle 4.1). Less than half of the
IFIs (44%) have their budget outlined as a sep-
arate line item and fewer still (17%) have bud-
gets with multi-annual funding commitments,
a practice which can enhance independence
and help insulate the institution from political
pressure (e.g. Australia and United Kingdom). A
small number of institutions have their fund-
ing levels set out in legislation (e.g. Ireland
and Italy). While in Italy the budget can only
be amended through the annual budget legis-
lation, in Ireland the funding is not subject to
annual authorisation through the budget pro-
cess and so new legislation would be required
to modify or withdraw funding, affording it
a very high level of protection. Certain pro-
tections are in place in other OECD countries
too. For example, the Portuguese Public Fi-
nance Council (CFP) does not have its budget
set out in legislation, but it is stated in legis-
lation that their funding can only be reduced
in duly justified exceptional circumstances.

RELATIONSHIP WITH THE LEGISLA-
TURE

OECD IFIs send key reports to the legisia-
ture and provide evidence in parliamentary
hearings

The OECD Principles recognise that legisla-
tures perform critical accountability functions
in country budget processes (Principle 5.1). As
noted earlier, many legislatures play a role in
the appointment and dismissal process for IFI
leadership. In addition, almost all institutions
(94%) send their key reports to the legislature
(and all make their reports public so techni-
cally accessible to the legislature) and partici-
pate in parliamentary hearings (again, 94%).
The Belgian HCF is the only institution that
does not do this.

However, while it has no formal relationship
with the legislature, theoretically parliamen-
tary committees could invite the chairs of the
HCF sections to discuss budgetary issues.

ACCESS TO INFORMATION
Three-quarters of OECD IFis have access
to information guarantees in legislation,
through Memorandums of Understanding,
or both.

Accessing government information is crucial
to the work of IFIs. In this context, the OECD
Principles recommend that access to informa-
tion is guaranteed in legislation and, if neces-
sary, reaffirmed through protocols or mem-
oranda of understanding (Principle 6.1). A
Memoranda of Understanding (MoU) can help
to manage expectations by establishing mu-
tually agreeable processes for information re-
quests and responses, including indicative
timeframes for responses, what to do when re-
quests are not complied with, and provisions
regarding the treatment of confidential data.

Just over 60% of institutions in OECD member
countries have access to information under-
pinned by legislation, and at least half of these
have access to information underpinned by both
legislation and a MoU (Canada, Finland, Italy,
Portugal, Slovak Republic, and the United King-
dom). Australia, Belgium and Ireland do not cur-
rently have access to information guaranteed in
legislation but have negotiated MoUs. Austria,
Denmark, the Netherlands and Sweden have
neither but the extent to which access to infor-
mation is underpinned by different agreements
1s not always a perfect indicator for the ease
with which institutions obtain information. For
example, in the Netherlands, as a highly trust-
ed government “insider”, the CPB has relatively
easy access to non-published information held
by the ministries and information is received
in a timely manner. On the other hand, the Ca-
nadian PBO has access to information under-
pinned by both legislation and MoUs, but has
experienced difficulties obtaining information.
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Figure 8. Access to information

Underpinned by both
legislation and MoU
33%

TRANSPARENCY

OECD IFis strive for full transparency in
their work and operations. It is standard to
publish all reports and underlying method-
ologies.

The OECD Principles state that full transparency
in the work and operations of IFIs provides the
greatest protection of independence and allows
them to build credibility with the public (Prin-
ciple 7.1). All OECD IFIs apart from the Mexi-
can CEFP publish their reports and make them
freely available to all. While the Mexican CEFP
does publish the majority of its work, it needs
the permission of the Congress. In Australia,
parliamentary stakeholders can request confi-
dential costings, which they may then disclose
later. The US CBO may provide estimates ear-
ly in the legislative process — kept confidential
only until the legislative proposal becomes pub-
lic - in order to help craft legislative proposals.

OECD IFIs also publish the methodology under-
pinning their work, where appropriate. However,
in France preparatory work remains confidential
as,inkeepingwithFrenchlegaltradition,the HCFP
is not authorised to publish dissenting opinions.
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COMMUNICATIONS
Effective communications are key to an
[FIs success.

IFIs should develop effective communication
channels from the outset, especially with the
media, civil society and other stakeholders.
Given that the influence of IFIs in fiscal policy
making is persuasive, media coverage of their
work assists in fostering informed constituen-
cies that may then exercise timely pressure on
the government to behave transparently (Prin-
ciple 8.1). This principle has been reinforced by
econometric analysis undertaken by the IMF
which suggests that countries where IFIs have a
higher media impact tend to exhibit better fis-
cal outcomes. However, more detailed analysis
highlighted that the credibility of the indepen-
dence of the IFI as an important pre-condition
for its views to be reflected in the public debate.
In addition, the IMF states that “While fiscal
councils should have a steady media presence,
it is important to ensure that key messages on
fiscal policy are focused and provided when
they matter most during the budget process.



If media interventions focus on topics out-
side of the council’s immediate remit and
become too numerous, this can reduce the
power of their messages when fiscal policy
1s actually veering away from stated goals.”
The Netherlands CPB is cited an example of
an IFI with effective approach to communi-
cation. Analysis of media reports shows that
this IFI increased its public activity at the spe-
cific points of time where fiscal policy was go-
ing off course through the 2000s (IMF, 2013).

To facilitate effective communications, the ma-
jority of OECDIFIs hold press conferencesaround
the launch of key pieces of work. They may also
publish press releases to accompany their pub-
lications (for example, Korea, Netherlands, Swe-
den and the United Kingdom). All maintain web
presences to facilitate access to their work. The
US CBO Director initiated a well-followed blog
to further enhance the visibility of CBO analy-
sis. CBO communications officers have devel-
oped good relationships with editors of well-re-
spected newspapers and regularly speak with
journalists, answering their questions to ensure
that they have a clear understanding of CBO re-
ports and analysis. Another example of an IFI
with a comprehensive and modern communi-
cations strategy is provided by AIReF in Spain
which engages through the web, social net-
works, and more traditional media. Its reports
have received substantial media coverage and
it has become a reference for economic jour-
nalists dealing with fiscal sustainability issues.

Media monitoring and citation analysis can help
an IFIunderstand the media’s appropriation and
trust of its work and willingness to engage with
its outputs. Just over a quarter of IFIs (28%) for-
mally monitor media coverage (Australia, Korea,
Netherlands, Spain and the United States) and
a number of others report informal monitoring.

EXTERNAL EVALUATION

OECD IFis are increasingly using peer re-
view and external evaluation. Around half
of OECD IFIs maintain an external advisory
panel of independent experts.

The OECD Principles recommend that IFIs
develop a mechanism for external eval-
uation (Principle 9.1). A third (33%) of
the IFIs across OECD member countries
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have an external advisory panel in place, in or-
der to enhance the credibility of their work (Ko-
rea, Netherlands, Slovak Republic, Spain, Unit-
ed Kingdom and United States) and others are
considering establishing them. Advisory panels
can, for example, to make suggestions in rela-
tion to an institutions’ programme of work and
topics of concern or to provide methodological
or technical advice. The Korean NABO has a
panel of outside advisors whose main role is to
advise its Chief on NABO'’s duties or other topics
of concern. The Netherlands CPB has an advi-
sory board (the Central Planning Commission)
that advises the management on its work pro-
gramme. The UK OBR has a nine-person panel
of experts who help develop and scrutinise the
OBR work programme and methods. The Slovak
Republic’s CBR has an Advisory Panel that pro-
vides advice on methodological issues. In Spain
AIReF has an Advisory Board of professionals,
divided into two panels focusing on the two key
areas covered by AIReF’s remit: economic anal-
ysis and budgetary and institutional analysis.
The US CBO has a Panel of Economic Advisers
and a Panel of Health Advisers who provide ad-
vice to further the reliability, profession quali-
ty and transparency of the institution’s work.

A small number of IFIs also engage in peer re-
view both formally and informally. For exam-
ple, the Australian PBO uses peer review pro-
cesses as required for its major reports. Peer
reviewers are familiar with the data, method-
ologies and estimation techniques and have in
the past been sourced from independent think
tanks, academia, international organisations,
private sector economists and other IFIs. In
each case their identity has been made public.
The Canadian PBO has also actively sought to
have its work peer reviewed for external val-
idation and to ensure the rigour of the meth-
odology and the results. To do this, it regular-
ly collaborates with other institutions such as
universities, think tanks, the Canadian Associ-
ation for Business Economics, and the US CBO.

A full external evaluation of an IFI can serve to
legitimise the institution relevant to its envi-
ronment, resources, products and perceptions
of its legislated and non-legislated stakehold-
ers. At present just two IFIs (11%) have a pro-
cess for external evaluation incorporated into
legislation (Australia and the United Kingdom).



The first evaluation of the Australian PBO was completed by the Australian National Audit Of-
fice in June 2014, which had as its objective to “assess the effectiveness of the Parliamentary
Budget Office in conducting its role since being established in July 2012”. A second evaluation is
underway. The first evaluation of the UK OBR was completed by a team from the University of
Ottawa, which included the former Canadian Parliamentary Budget Officer, and was published
in September 2014. In June 2015, the UK Treasury also commissioned its own review of the UK
OBR. The intention was for this to build on the work of the first external evaluation, focusing on
the existing regime and framework of the UK OBR and its role in enhancing UK fiscal credibil-
ity. A number of other institutions have been pro-active in the area of external evaluation. The
Netherlands CPB has the longest experience with external review: every five years the work of
the CPB is evaluated by academic peers (on scientific value) and by clients (on policy relevance).
Nearly all of the academics for the scientific review are non-Dutch, which enhances objectivi-
ty. The Irish Fiscal Advisory Council published their first external review in 2015 and have pro-
posed that such external evaluation take place on a regular basis, and in Spain the President
of AIReF has committed to conduct a first mid-term independent assessment of AIReF activity.

Figure 9. Advisory support and evaluation

Percentage .With Percentage with Percentage having already
external advisory external evaluation undergone an external
panel incorporated in legislation evaluation

Source: OECD IFI Database (2017)
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Recommendation of the Council on Principles for Independent Fiscal Insti-
tutions

What follows is a reproduction of C(2014)17 Recommendation of the Council on Principles for
Independent Fiscal Institutions, adopted by the OECD Council on 13 February 2014.

HAVING REGARD to Article 5b) of the Convention on the Organisation for Economic Co-operation
and Development of 14 December 1960;

NOTING the growth of independent fiscal institutions within Member countries and the diversity
of existing institutions;

HAVING AGREED that, for the purpose of the present Recommendation, independent fiscal insti-
tutions are publicly funded, independent bodies under the statutory authority of the executive or
the legislature which provide non-partisan oversight and analysis of, and in some cases advice
on, fiscal policy and performance, and that these institutions have a forward-looking ex ante
diagnostic task;

RECOGNISING that independent fiscal institutions have the potential to enhance fiscal disci-
pline, promote greater budget transparency and accountability and raise the quality of public
debate on fiscal policy, while recognising also that alternative institutional arrangements may
serve some countries equally well;

RECOGNISING that budget transparency is a key element of good governance and that the
OECD has played a leading role in the international community in promoting budget transparen-
cy through the OECD Best Practices for Budget Transparency (OECD, 2002);

On the proposal of the Public Governance Committee;

I. RECOMMENDS that Members which have chosen to establish or are considering establishing
an independent fiscal institution take into account the Principles for Independent Fiscal Institu-
tions which are set out in the Annex to this Recommendation of which it forms an integral part.

II. INVITES Members and the Secretary-General to disseminate this Recommendation.

III. INVITES non-Members who have chosen to establish or are considering establishing an inde-
pendent fiscal institution to take account of and to adhere to this Recommendation.

IV. INVITES relevant international organisations to take account of this Recommendation and
to collaborate with the OECD to exchange good practices and data on independent fiscal institu-
tions.

V. INSTRUCTS the Public Governance Committee to monitor the implementation of this Recom-

mendation and to report thereon to the Council no later than three years following its adoption
and regularly thereafter.
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ANNEX
Principles for Independent Fiscal Institutions (IFIs)

The twenty-two Principles for Independent Fiscal Institutions (fiscal councils and independent par-
liamentary budget offices) proposed below are grouped under nine broad headings: (1) local owner-
ship; (2) independence and non-partisanship; (3) mandate; (4) resources; (5) relationship with the leg-
islature; (6) access to information; (7) transparency; (8) communication; and (9) external evaluation.

1. Local ownership

1.1. Tobeeffectiveand enduring,anIFIrequiresbroad national ownership,commitment,and consen-
susacrossthepoliticalspectrum.Whilea countryseekingtoestablishanIFIwillbenefitfromthe study
of existing models and experiences in other countries, models from abroad should not be artificially
copiedorimposed.Regionalorinternationalauthoritiesmayprovidevaluablesupportandprotection.

1.2. Local needs and the local institutional environment should determine options for the role and
structure of the IFI. Design choices may also have to take into account capacity constraints, particu-
larly 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.

2. Independence and non-partisanship

2.1.Non-partisanship? and independence are pre-requisites for a successful IFI. A truly non-partisan
body does not present its analysis from a political perspective; it always strives to demonstrate ob-
jectivity and professional excellence, and serves all parties. This favours that IFIs should be preclud-
ed from any normative policy-making responsibilities to avoid even the perception of partisanship.

2.2.The leadership® of an IFI should be selected on the basis of merit and technical competence,
without reference to political affiliation. The qualifications should be made explicit —including pro-
fessional standing and relevant government or academic experience. Qualifications should include
proven competence in economics and public finances and familiarity with the budget process.

2.3. Term lengths and the number of terms that the number of terms that the leadership of the
IFI may serve should be clearly specified in legislation as should be the criteria and process
for dismissal for cause. The leadership’s term should optimally be independent of the elector-
al cycle. Independence may be enhanced by defining the term span beyond the electoral cycle.

2.4.The position of head of the IFI should be a remunerated and preferably full-time position®. Strict
conflict- of-interest standards, particularly for institutions with council members employed on a
part-time basis, should be applied equally vis-a-vis other employmentin the public or private sector.

2.5. The leadership of the IFI should have full freedom to hire and dismiss staff in accordance
with applicable labour laws.

2.6. Staff should be selected through open competition based on merit and technical competence

and without reference to political affiliation. Conditions of employment should be along the
lines of that of the civil (or parliamentary) service®.
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3. Mandate

3.1. The mandate of IFIs should be clearly defined in higher-level legislation, including the gener-
al types of reports and analysis they are to produce, who may request reports and analysis, and,
if appropriate, associated timelines for their release.

3.2. IFIs should have the scope to produce reports and analysis at their own initiative, pro-
vided that these are consistent with their mandate. Similarly, they should have the au-
tonomy to determine their own work programme within the bounds of their mandate.

3.3. Clear links to the budget process should be established within the mandate. Typical tasks car-
ried out by IFIs might include (but are not limited to): economic and fiscal projections (with a short-
to medium-term horizon, or long-term scenarios); baseline projections (assuming unchanged pol-
icies); analysis of the executive’s budget proposals; monitoring compliance with fiscal rules or
official targets; costing of major legislative proposals; and analytical studies on selected issues®.

4. Resources

4.1. The resources allocated to IFIs must be commensurate with their mandate in order for
them to fulfil it in a credible manner. This includes the resources for remuneration of all staff
and, where applicable, council members. The appropriations for IFIs should be published and
treated in the same manner as the budgets of other independent bodies, such as audit offic-
es, in order to ensure their independence. Multiannual funding commitments may fur-
ther enhance IFIs independence and provide additional protection from political pressure.

5. Relationship with the legislature

5.1. Legislatures perform critical accountability functions in country budget processes and the
budgetary calendar should allow sufficient time for the IFI to carry out analysis necessary for
parliamentary work. 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 en-
courage 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.

5.2. The role of the IFI vis-a-vis parliament’s budget committee (or equivalent), oth-
er committees, and individual members in terms of requests for analysis should be clear-
ly established in legislation. Preferably, the IFI should consider requests from commit-
tees and sub-committees rather than individual members or political parties. This is
particularly relevant for those IFIs established under the jurisdiction of the legislature.

6. Access to information

6.1. There is often asymmetry of information between the government and the IFI - no matter how
well an IFI is resourced. This creates a special duty to guarantee in legislation — and if necessary
to reaffirm through protocols or memoranda of understanding — that the IFI has full access to all
relevant information in a timely manner, including methodology and assumptions underlying the
budget and other fiscal proposals. Information should be provided at no cost or, if appropriate,
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sufficient resources should be provided in the IFI budget to cover analysis obtained through gov-
ernment actuarial services.

6.2. Any restrictions on access to government information should also be clearly defined in legis-
lation. Appropriate safeguards may be put in place’ as regards protection of privacy (for example,
taxpayer confidentiality) and of sensitive information in the areas of national defence and security.

7.’ Transparency

7.1. Given that promoting transparency in public finances is a key goal of IFIs, they have a special
duty to act as transparently as possible. Full transparency in their work and operations provides
the greatest protection of IFI independence and allows them to build credibility with the public.

7.2. IFI reports and analysis (including a full account of the underlying data and method-
ology) should be published and made freely available to all. As noted in 5.1, all IFI reports
and analysis should be sent to parliament in time for legislative debate® and the leader-
ship of the IFI should be given the opportunity to testify before parliamentary committees.

7.3. The release dates of major reports and analysis should be formally established, especial-
ly in order to co-ordinate them with the release of relevant government reports and analysis®.

7.4.1FIs should release their reports and analysis, on matters relating to their core ongoing man-
date on economic and fiscal issues, in their own name.

8. Communications

8.1. IFIs should develop effective communication channels from the outset, especially with the
media, civil society, and other stakeholders. Given that the influence of IFIs in fiscal policy mak-
ing is persuasive (rather than coercive by means of legal sanctions or other punitive measures),
media coverage of their work assists in fostering informed constituencies that may then exercise
timely pressure on the government to behave transparently and responsibly in fiscal matters.

9. External evaluation

9.1.IFIsshould developamechanism forexternal evaluation of their work—tobe conducted bylocal or
internationalexperts.Thismaytakeseveralforms:reviewofselected piecesofwork;annualevaluation
ofthequalityofanalysis;apermanentadvisorypanelorboard;orpeerreviewbyanlIFlinanothercountry.

Relevant body: Public Governance Committee.

1. Several countries (e.g. Ireland, Portugal, and Sweden) allow for non-nationals to serve as council members, thus increasing the
pool of qualified candidates and reducing the risk of “groupthink”. As such, this design choice may also serve to bolster indepen-
dence.

2. Non-partisanship should not be confused with bi-partisanship. Whereas bi-partisanship suggests a balance between political
parties, non-partisanship necessitates an absence of political influence.

3. The title may differ — director, president, or chair — depending on its design. The institution may be under individual or collec-
tive (council) leadership.

4. There are exceptional cases in which a part-time position may be considered sufficient, for example if the IFI has a strictly de-
fined and limited work programme or if another institution provides complementary functions which impact on the workload of
the IFI. In Sweden, the Fiscal Policy Council can use the macro-fiscal forecasts prepared by another well-established independent
agency, the National Institute of Economic Research.

5. Given the small size of the majority of IFIs, staff may be provided with career mobility within the broader civil service. However,
care should be taken to avoid conflict of interest.

6. Other functions are carried out by well-established IFIs, such as costing of election platforms by the Netherlands Bureau for
Economic Policy Analysis, or programme evaluation by the Korean National Assembly Budget Office.

7. For example, security clearance for IFI staff.

8. There may be cases where an IFI provides confidential estimates as part of the legislative process.

For example, the US Congressional Budget Office provides estimates early in the legislative process - kept confidential only until
the legislative proposal becomes public — in order to help craft legislative proposals.

9. Care must be taken to avoid the perception that the timing of the release of the IFI reports favours the government or the oppo-
sition parties.
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