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Whatdo o
they do?

Fiscal rules

Committee / legislator requests

Macro forecasts (produce/endorse)

Costs government or legislative proposals




Why are
they
heeded?

Deficit bias, short-termism, common pool
— unsustainable public finances

Budgets often technical, seldom understood

Need forindependent “referees” for
fiscal rules and forecasts



'CONGRESS OF THE UNITED STATES
' CONGRESSIONAL BUDGET OFFICE
" WASHINGTON, D.C. .

January 5, 1976

‘T0:  Executive Staff - g/ -
L | S | - \ L
FROM: A-lica M. Rivlin@

.SUBJECT:-Pﬁhlic quibinssues

TS ~As we begin the first full year with the new Congres-
slonal budget procedures in place, I want to emphasize once
again that CBO must be, and must be perceived.to be, an objec-
tive, non-partisan, professional organization in £ha ‘Geryias:
of ‘the Congress. You have all acted in that spirit thus far,
-and' 1 ask:that you:consciously continue to do so. R

.~ . . Our work and our publications must always be balanced. -
-thprnygh and free of any partisan tinge. Our task is to pro- x
vide ;n?oymatlﬁn which will help the whole Congress:in reaching
its dec%51ans.-flt_will not be a help---indeed, it will be. a.
harm---if we appear to take sides, for then the trustworthiness |
of the-information we provide will be in doubt. .

o p We are not to be advocates. As private'titizens, we
are ‘entitled to our own views on the issues of the day, but
as members of CBO, we are not to make recommendations or to-
Characterize, even by implication, particular policy positions
as good or ‘bad, wise or unwise. . S ' -

https://www.cbo.gov/sites/default/files/Public Policy Issues Memo Rivlin 1976.pdf



https://www.cbo.gov/sites/default/files/Public_Policy_Issues_Memo_Rivlin_1976.pdf

Transparency
* More informed media debate (pebrun etal., 2017)
 Reduces incumbency advantage on policy costings (watt & Anderson, 2017)

* Helps voters elect competent governments

More sustainable public finances
« Stronger budget balances (pebrun and kinda, 2017)
» Greater compliance with fiscal rules Beetsma et al., 2018)

» Lower sovereign debt financing costs awr, 2017

Better government forecasts

 Reduced errors, biaS(Hagemann, 2011; Frankel & Schreger, 2012; Debrun and Kinda, 2017)



Local
ownership

¢

Role and structure determined
according to local needs

Resources
Al

Resources commensurate
with mandate

Transparency ﬂg

Act as transparently as
possible

Independence

and non-
partisanship 4';: | ;;\

Independent appointments
and non-partisan analysis

Relationship with
legislature

o
1)

Appropriate accountability to
the legislature

Communic-
ation

&

Effective communication
channels, especially with media

Mandate

Mandate clearly defined and IFI
able to work at own initiative

Accessto
information

Access to information
guaranteed in legislation

External
evaluation

A mechanism for external
evaluation in place


https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/parliamentary-budget/OECD-Recommendation-on-Principles-for-Independent-Fiscal-Institutions.pdf

Spain urged to rebalance high-speed and
suburban rail investment

mand for th

.....
ooooo

A COMPARECIENTE A‘W’....m..mm

A " [ ULTIMAHORA sl s
AIREF: FALTA INFORMACION DE MAS DE 1200 M €
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Build Canada Homes and the
Outlook ousing Programs
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Transparency -

Real Economy
Before and After
Martial Law
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elationship
with Finance
Ministries




Key OECD Reviews give a strong insight into
challenges ™

@ Access to information

_—
(0] Stable adequate resources




Canada

Strengthening legislation

Security of
Tenure

Institutional
Status

Operational
Autonomy

Budget

Access to
Information

- N a nln
Previously Now
Held office “"during Removed only for
pleasure” cause
Officer within Library Independent officer

of Parliament

of Parliament

Relied on Library for
resources

Full authority over
resources

Embedded within
Library's allocation

Separate line item in
estimates

Reported challenges
obtaining data

Clarified and
strengthened right




from fiscal watchdogs
to fiscal advocates



Why change Is
neeBc/ied .

Multiple High Substantial
crises debt new
pressures
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“the independent fiscal institution has a
forward -looking diagnostic task”
Debrun and Kumar (2007)

IFIs already  Remits let
do some of them doitin

thiswork  future  Prevented “providing fiscal sustainability calculations

- (1) highlighting these consequences...Long -
@) run fiscal analysis should also be a core
activity of a fiscal watchdog”

Calmfors and Wren-Lewis (2011)

“persuasion” not “coercion”
Hagemann (2011)

(23)
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Independence

Analytical
focus

Fiscal
Advocacy
Index i

= Communications
4 apparatus

-----------
"0..:
.o.l.. ......

Communications
impact

Canada PBO
US CBO
Netherlands CPB
UK OBR
Portugal CFP
Ireland Council
Spain AIReF
Czech FC

ltaly PBO
Australia PBO
Belgium FPB
Korea NABO
Slovak CBR
Slovenia FC
Lithuania BPMD
Denmark Council
Greece HFC
Finland NAOF
Latvia FDC
Greece PBO
Austria FISK
Chile CFA
Mexico CEFP
Luxembourg CNFP
Sweden FPC
Ireland PBO
France HCFP
Austria PBO
Finland EPC
Estonia FC
Hungary FC
Portugal PBO
Germany Board
Iceland FC
Belgium HCF

Independence Analyticalfocus Comm’s apparatus Comm’s Impact




Institutions compared

Analytical focus

Communications

impact
Bel
FPB
Swe FPC
Aut FISK
Fin Irl PBO
EPC
Hun FC
Aut
PBO
Ger Board
lce FC
Prt PBO
Bel HCF

Ned
CPB

Dnk Council Svk

Esp CBR

AlReF

Kor
NABO

Fra HCFP
Lux CNFP

EstFC
Mex
CEFP

Lit
BPMD

Gre
PBO

Chl
CFA

us
CBO
Ita UK
PBO OBR
Irl
Council
Aus
Ltv s
FDC
Gre
HFC

Can
PBO

Prt

CFP Cze
FC

Slv
FC

Independence

Ise Only



Impact

Communications
Impact
Vision
Look ahead to major challenges
facing public finances

1.0

Develop a voice
A stronger communications set-up - o
helps with impact |

Enable action . .
®
Communicating trade-offs clearly, o © ° e
tracing a way forward with scenario R ° e o° o0
analysis 0.0 o e ¢ o o s
0.0 0.5 1.0

Communications
apparatus
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Gestaltian 1

. . 0
the whole is different than
the sum of its parts
-1
S o 50 O O O &L © .\ © & 2 20 0 L v A&
QOQ’ QOQ Qoé & ,.\\OQ S ,\{5{\\ \be} NS é\é Q,}@Q ,ogQ” ®Q° S &° 6{3 A
e @ X O & & QX ¢ X & O
NP N 2 0 X o & & Q¥ N o
WL < N N 9 < X N
S & & M o® W & @@ o o
O@O\\P N4 > f o & & & 9
& 7 & & T e
Ng o
( & ‘
9 RZ = 36% R2=37% RZ=53%
o {.
O
o v
holistic approach 0 —= > -
Weak independence or a lack of focus
will hamper any q
effort o(\PQ% _(\5\\0@ @‘3\\Q® ®&°L° b"’{\& \\OogD \\\\Q\@?’
o\ @@ Q&O \;\QQ QQ;{\ ;\\C;O \e
Q\Egj O \Qb@ Vi\&\\
5

P Official Use Only



See more

How we communicate public finances — Casey (2024)

From fiscal watchdogs to fiscal advocates: creating champions of fiscal sustainability — Casey (2024)

Recommendation of the Council on Principles for Independent Fiscal Institutions — OECD (2014)

2021 OECD IFI database
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https://one.oecd.org/document/GOV/SBO(2024)12/en/pdf
https://one.oecd.org/document/GOV/SBO(2024)13/en/pdf
https://www.oecd.org/content/dam/oecd/en/topics/policy-sub-issues/parliamentary-budget/OECD-Recommendation-on-Principles-for-Independent-Fiscal-Institutions.pdf
https://webfs.oecd.org/governmentataglance/Budgeting/IFI%20Independent%20Fiscal%20Institutions%20Database.zip




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21

