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1.

The OECD’s support of Independent Fiscal Institutions

Independent fiscal institutions (IFIs) provide expert non‐partisan analysis of public finances to promote
greater budget transparency and accountability, enhance fiscal discipline, and to raise the quality of public
debate around fiscal policy. Recognising these contributions to the public interest, the OECD adopted the
Recommendation on Principles for Independent Fiscal Institutions on the proposal of the Public
Governance Committee (OECD, 2014[1]).
The OECD Principles for Independent Fiscal Institutions provide guidance on the design and governance
of IFIs, codifying lessons learned and good practices determined by consulting a broad range of
stakeholders, including members of the OECD Network for Parliamentary Budget Officials and other
Independent Fiscal Institutions (PBO Network). There are 22 principles across 9 different headings on
independence, resources, access to information, transparency, among others (Figure 1.1). The full
principles are provided in 3.Annex A. The principles were disseminated to OECD Members and the OECD
secretariat monitors their implementation. A majority of OECD Member countries (80%) now have IFIs and
many of those without are seeking to establish them in the near future.
The principles form the backbone of the IFI evaluation framework developed within the PBO Network. The
OECD conducted a review of the Victorian PBO’s design and legislation against the principles shortly
following the PBO’s establishment in 2018 (OECD, 2019[2]). Results of the assessment were published on
21 March 2019 and have been submitted to the Public Accounts and Estimates Committee (PAEC).
Section 2 of this submission describes the main recommendations arising from the OECD’s review of the
challenges faced by the Victorian PBO under its initial design and legislation. Section 3 provides crosscountry examples from the OECD network on issues of institutional design that the Public Accounts and
Estimates Committee (PAEC) identified as being of particular interest to the inquiry.

Figure 1.1. The OECD Principles for Independent Fiscal Institutions
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2.

Four key recommendations from the OECD’s review of the
Victorian Parliamentary Budget Office

The OECD noted several areas in the Victorian PBO’s design and legislation that fall short of fully
implementing the OECD principles. This section highlights the most significant recommendations to bring
the institution more in line with the OECD principles and international best practices.

Recommendation 1: The PBO’s legislation should clearly include provisions for it to
undertake work at its own initiative.
Relevant OECD Principle
OECD Principle 3.2: IFIs should have the scope to produce reports and analysis at their own initiative
and autonomy to determine their own work programme within their mandate.
Although the Victorian PBO has some scope for general public awareness advice, the Victorian PBO’s
legislation does not explicitly empower the PBO to undertake analysis at its own initiative. In this sense,
they are unique among IFIs in the OECD network.1
To strengthen its independence and align with international norms, the Victorian PBO’s legislation should
clearly provide for the publication of self-initiated reports. With this authority, the PBO will be in a better
position to achieve its legislated objective of informing policy development and public debate in Parliament
and the Victorian community.

Recommendation 2: The PBO’s role should be given a well-specified link to the
budget process and its responsibilities toward committees should be clarified.
Relevant OECD Principles
OECD Principle 3.3. Clear links to the budget process should be established within the mandate.
OECD Principle 5.2 The role of the IFI vis-à-vis parliament’s budget committee (or equivalent), other
committees, and individual members in terms of requests for analysis should be clearly established in
legislation.
The PBO’s advisory mandate between elections should be clarified to provide for specific contributions to
the legislative budget process. For example, most parliamentary budget offices among OECD IFIs
(Australia, Austria, Canada, Greece, Ireland, Italy, Korea, Mexico and the United States) include analysis
of the executive’s budget proposal such as independently assessing the reasonableness of economic and
fiscal assumptions.

1

At the time of the OECD’s review of the Victorian PBO, the French High Council of Public Finance was in a similar
position; however, it has more recently interpreted its mandate as containing the flexibility to release reports on its
own. It has done so and is planning to do so more frequently in the future.
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There are several functions that the Victorian PBO could adopt that would help parliamentarians ensure
that the budget is managed in line with the Financial Management Act 1994 (Victoria). For example,
Section 23C sets out that the government must operate in accordance with principles of sound financial
management and Section 23E sets out that the Minister must prepare financial policy objectives and
strategies statements. The PBO could support budget oversight through monitoring the compliance of
budget proposals in these areas.
In addition, nearly all other PBOs have legislation prescribing support for parliamentary committees in
scrutinising the budget. While the Victorian PBO is accountable to PAEC for its operations and resourcing
arrangements, the legislation does not require the PBO to appear before the Budget Committee on
analytical matters.2
The function of supporting committees is found across all other OECD PBOs (Australia, Austria, Canada,
Greece, Italy, Korea, Mexico and the United States). Support may include tasks such as providing
comprehensive analysis of the government’s budget proposals (Canada, Korea, Mexico, Netherlands, and
United States), and supporting parliamentary committee inquiries (Australia, Canada, Italy, Korea, Mexico,
United States). The Australian PBO also undertakes confidential budget analysis for parliamentary groups
and individual parliamentarians.

Recommendation 3: The PBO’s budget should be determined in a similar manner as
the Auditor General’s, in consultation with PAEC and with special consideration for the
election costing period.
Relevant OECD Principles
Principle 4.1 The resources allocated to IFIs must be commensurate with their mandate. The
appropriations for IFIs should be published and treated in the same manner as the budgets of other
independent bodies such as audit institutions. Multiannual funding commitments may further enhance
IFIs independence and provide additional protection from political pressure.
Although the PBO is an administrative office of the Parliament and has its own budget line, its budget
process is managed and approved by the Department of Treasury and Finance (DTF). This approval
process gives rise to concerns about the PBO’s independence and contrasts with the budget treatment of
other independent agencies in Victoria, such as the Victorian Auditor General’s Office. The Auditor
General's budget for each financial year is not determined by the DTF, but instead is determined in
consultation with PAEC (Audit Act 1994, Section 7D). Legislative changes to bring the PBO’s budget
approval process in line with the practices of the Auditor General’s Office could better protect the PBO’s
budget from political pressure, in line with the OECD Principles.
Alternatively, institutions in other jurisdictions have their funding levels set out in legislation. For example,
the Statutes of the Portuguese Public Finance Council 2014 guarantee that state budget appropriations
for the Council can only be reduced in duly justified exceptional circumstances (article 27). The budget of
the Irish Fiscal Advisory Council (IFAC) is guaranteed under the Fiscal Responsibility Act 2012 and is paid
directly out of the state’s central fund, similar to independent institutions such as the judiciary and the
parliament. Its funding is not subject to annual authorisation through the budget process and so new
legislation would be required to modify or withdraw funding, affording it a very high level of protection and
multi-annual stability.
2

Initially, some interpretations of section 47 of the Financial Management Act 1994 were that it precluded analysis,
advice or briefing to assist a committee of Parliament; however, more recent interpretations have concluded that
assisting committees is not forbidden by the Act.
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For institutions with a parliamentary budget office model, their funding is typically appropriated as part of
the budget of the legislature and thus independently from the national budget. For example, the budget of
the Korean National Assembly Budget Office (NABO) is part of the overall budget of the National Assembly,
which is appropriated independently in the national budget. NABO prepares its budget proposal which is
examined and approved by the National Assembly’s House Steering Committee. The Speaker transmits
the National Assembly budget to the Ministry of Strategy and Finance, but only for consolidation purposes.
The OECD also observed that there are no legal provision for the Victorian PBO’s budget to increase
ahead of the costing period and during the election costing period, when the PBO’s costing workload
increases significantly. Legislative mechanisms to enhance the PBO’s capacity and functions during their
election costing work should be considered, as is the case in some other IFIs with election costing
functions, such as the Australian PBO’s legislation that states “Consideration must be given to increasing
the appropriations in a year in which there is an election for the House or the Senate” (Parliamentary
Budget Office Bill 2011, Part 4, Section 32 (5)).

Recommendation 4: The PBO’s access to information should be more specifically
defined and legislation should include a dispute resolution.
Relevant OECD Principles
Principle 6.2 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.
Principle 6.2 Any restrictions on access to government information should also be clearly defined in
legislation.
The Victorian PBO’s legislation grants the PBO the ability to make arrangements with or submit requests
to the heads of public sector bodies to obtain information or documents relevant to the PBO’s functions.
Despite these provisions, the PBO has had challenges in accessing information and non-compliance with
requests by the public sector has been common. The PBO has so far issued 520 information requests to
public sector bodies, of which:


34% were responded to by the due date;



60% were useful responses; and



90% were complete responses.

Some non-compliance results from the fact that some public sector bodies have interpreted “information
and documents” narrowly and the exception for information that is “confidential” and “not practicable”
widely. To be greater in line with OECD Principles, legislation should be specific in defining these terms
and the circumstances under which a public body might not fulfil an information request. For example, the
Director of the US Congressional Budget Office is entitled by the Congressional Budget and Impoundment
Act, 1974 to information, data, estimates, and statistics directly from departments, agencies, and
establishments of the executive branch of Government and the regulatory agencies and commissions of
the Government, where the only restriction on access is material for which disclosure would be a violation
of another law.
When information has not been provided, the Victorian PBO has continued to follow up in the hopes that
the situation may be resolved, or it has issued a statement of insufficiency. The PBO has no recourse
beyond those actions. A clear dispute resolution mechanism should be defined in legislation. These
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typically involve reporting the non-compliance and escalating the request to parliamentary speakers and
committees. For example, in Austria, the Parliamentary Budget Office can inform the Budget Committee
that information has not been forthcoming and invite the committee to write to the non-compliant
department for the information. In Canada, the PBO can raise the matter to the speakers of the House and
Senate who can use their powers to compel the department to comply. Legislation can also provide for
escalation through other bodies with greater legal authority. For examples, in Portugal, the Public Finance
Council can advise the President of the Court of Audit of a department’s non-compliance, who can then
pursue the matter under the Court of Audit’s authority. Further examples are given in response to Question
3 below.

