PARLIAMENTARY BUDGET OFFICE REVIEW
2016-17

REPORT OF THE INDEPENDENT REVIEW PANEL

Dr lan Watt AC

Mr Barry Anderson

March 2017






Senator Dean Smith

Chair

Joint Committee of Public Accounts and Audit
Parliament House

Canberra ACT 2600

17 March 2017
Dear Senator Smith

On 14 November 2016 you announced the formation of this independent review
into the Parliamentary Budget Office, with the report to examine and make
recommendations on the scope for it to build on the foundations it has
established. The review’s report is attached.

The PBO has been a successful institutional development in Australian governance.
It has made a good start as an organisation, and has filled a significant gap in
Australia’s public policy landscape.

The PBO is regarded by stakeholders as an independent and non-partisan
organisation that produces rigorous analysis relevant to public policy debate. This
review has reached a similar conclusion. Notwithstanding this, we have made a
number of recommendations that will help to improve the PBO’s operations.

Our report has benefited from consultation with a range of stakeholders including
parliamentarians, Commonwealth Government Departments and Agencies,
academics, external think tanks, international institutions and the media. We
would like to thank all stakeholders for their contribution to this report.

We would also like to thank the small secretariat that worked on the report for
their great contribution and support: Tony McDonald, Joy Swift and
Elizabeth Wakerly.

We look forward to discussing the report with the JCPAA.

Yours sincerely
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Terms of Reference

1 The review panel willexamine, report and make recommendations on the
scope for the Parliamentary Budget Office (PBO)to build on the foundations
it has established and continueto strengthenits ability to achieve itsaims

of:

. providingamore level playing field forall parliamentariansin theiraccess

to publicly funded policy costings and budget analyses

. improvingthe accuracy of costings of election commitments

enhancingthe transparency and publicunderstanding of budget
information and fiscal policy settings.

2. The review panel willhave regard to:

a.

b.

g.

the PBO’s legislative mandate

the Memorandum of Understanding between the Parliamentary Budget
Officerand the Heads of Commonwealth Bodiesinrelationtothe
provision of information and documents

. the Australian Government protocols governing the engagement

between Commonwealth Bodies and the Parliamentary Budget Officer

. theimpact of the PBO’s outputs on achievingthe above objectives,

including the mannerand extent of theiruse in public policy debates

. theviews of the PBO’s primary stakeholders, including parliamentarians,

parliamentary parties, parliamentary committees, other Commonwealth
agencies and external think tanks

the experience of comparable international institutions

the PBO’s resourcing.

3. The panel will finaliseitsreviewby 10 April 2017 and presentits reportto
the Joint Committee of Public Accounts and Audit.



Executive Summary

The Parliamentary Budget Office (PBO) commenced operationsin 2012 with broad
support from the Parliament. The structure, resourcingand protocols forthe PBO
reflected the recommendations of the Joint Select Committee on the
Parliamentary Budget Office.

The PBO’s legislation enables the Joint Committee of Public Accounts and Audit
(JCPAA) to commission anindependent review of the operations of the PBO aftera
general election.

In 2013 thisrole was played by a performance audit by the Australian National
Audit Office (ANAQ). The JCPAA concludedinresponse that, inashort period of
time, the PBO had developedintoawell-regarded, credible, independent,
non-partisan source of expertise onthe budget cycle, fiscal policy and policy
costings.

On 14 November 2016 the JCPAA announced the establishment of this
independent review intothe PBO. Buildingon previous reviews, this report seeks
to identify the factors that have contributed to the PBO’s performance to date,
identify areas forimprovementand suggest directions for how the PBO might
evolve overtime.

International experience demonstrates that the two essential characteristics for
organisations likethe PBO to be successful are thatthey are independentand their
workis seentobe relevant.

The PBO isregarded as an independent and non-partisan organisation that
producesrigorous analysis relevant to publicpolicy debate. The PBO has soughtto
inform publicpolicy debate, ratherthan be an active participant. The PBO has
been used by both major parties (while in Opposition), minor parties,
independents and backbench members, with demand growing rapidly since its
establishment.

Overall, the PBO has been a successful institutional development in Australian
governance. Ithas made a good start as an organisation, and hasfilled a
significant gap in Australia’s public policy landscape.



Level playing field for costings

A keyrationale forthe formation of the PBO was to develop amore levelplaying
field by reducingthe inherent advantage of incumbency in relation to policy
costingsand development. The ANAO found that the PBO had made a significant
contribution tolevelling the playing field for costings. However, while
parliamentarians endorsed the ANAQ’s finding, some noted that the playing fieldis
unlikely to ever be fully level.

Reliability ratings of costings

Costings, no matter who prepares them, are subjecttoinherent uncertainty arising
from data limitations and the numberand nature of assumptions required. To
highlight this uncertainty the PBO includes aone-word reliability rating in each of
its costing response documents.

Thisreliability ratingis not a reflection of the quality of the costing analysis
undertaken. However, theirinclusionin PBO costings has been widely
misinterpreted as areflection of the quality of the PBO’s estimates, ratherthan the
uncertainty inherentinthe costing process.

Best practice in budgettransparency would suggest that more information, not
less, should be provided about the uncertainty involvedin costing estimates. A
better way of reflecting this uncertainty would be forthe PBO to replace the
reliability rating with astatement on the factors that can affect uncertainty.
Where elements of acosting are subject to particular uncertainty, the PBO should
provide more detailed qualitative commentary to explain these elements.

Setting priorities for costings

The PBO does not have a formal policy forsetting priorities for parliamentarians’
requests, relyingoninformal discussions to determine relative priority. Inthe face
of increasingdemand and limited resources, the PBO should develop and publish
the principles and processesthatit would follow in setting priorities for requests
from parliamentarians.

Timeliness of PBO costing responses
The most common criticism of the PBO’s work by parliamentariansis the time

takento respondto costing requests, particularly in peak periods. The PBO may be
able to enhance its surge capacity by enteringinto secondment arrangements, and
should also explore other mechanisms toimprove the timeliness of responses.



Accuracy of costings of policies, including election
commitments

Stakeholders were generally satisfied with the accuracy of PBO analysis, noting
that its costings are regarded as professional, accurate and rigorous.

Independentexpertadvisory panel on technical issues

External inputto PBO analysisis currently limited to peer reviews of PBO
self-initiated researchreports. The quality and credibility of PBO analysis would be
enhanced by establishinganindependent external expert advisory panel that the
PBO could consultas needed on technical issuesin relation to costings as well as
self-initiated research reports. Howeverthe panel would underno circumstances
have access to, orinputinto, any costing.

Access to data and models from GovernmentDepartments and Agencies
Timely access to data and models is essentialto the PBO’s ability to prepare
costings consistent with the baselinebudget estimates. While the PBO does not
have a legislative guarantee of access to all relevantinformation, the non-legally
binding Memorandum of Understanding covering the provision of information is
working well, reflecting the co-operative, non-adversarial nature of the
relationship between the PBO and Government Departments and Agencies. There
have beenvery few instances where the accuracy of PBO costings has been
affected by the lack of accessto information.

Moreover, information provided is timely, with nearly 95 per cent of requested
information received ontime in 2015-16.

Collaborative relationship with GovernmentDepartments and Agencies
The PBO could work more closely with Government Departments and Agencies to
understand the composition of baseline budget estimates. This couldinclude
greater collaboration atthe early stages of model and data development,
secondments, regulartechnical discussions and, as noted by the ANAO, providing
Departments and Agencies with sufficient contextin relation to information
requeststoensure they provide the mostrelevantinformation.

Ex-postanalysis of costings

International best practice isto regularly formally review costings and other
budget-related estimates to identify areas forimprovementin costing
methodology and protect against systemicerrorsin estimates. The PBO may help
improve the accuracy of its costings by conducting a regular, ex-postanalysis of a
limited selection of costing estimates.



Transparency and public understanding of budget and fiscal
policy settings

The PBO’s primary mechanism forincreasing transparency and public
understanding of budgetand fiscal policy settings is through its self-initiated
research program.

Wider consultation on self-initiated research work plan

The PBO consults with the JCPAA in the preparation of its annual work plan. This
process would benefit from aspecificpresentation to the JCPAA onthe PBO’s
proposed self-initiated research program, providing abroad outline and rationale
for the planned reports.

The PBO should also broaden its consultation base to help generateideas for
research and bettertailorresearch to topics of interest tothe Parliament. Amore
interactive process would also promote increased awareness among
parliamentarians of the self-initiated reports and their link to costing work.

Evolution ofthe PBO’s activities

The evolution of the PBO’s activities will depend on avariety of factors. There is

no ideal path to follow, and that evolution will be shaped by factors externaltothe
PBO. That said, mostIndependent Fiscal Institutions allocate a higher proportion
of resources tolong-term fiscal sustainability analysis than the PBO.

The review panel saw value in suggesting a possible evolutionary path forthe PBO
to consider, reflecting both its comparative advantage and the focus of the
Australian publicpolicy debate.

The evolution of the PBO’s activities should follow athree-step process. First, the
PBO should continue to build on its medium-term fiscal sustainability work.
Second, the PBO should buildits capacity to analyse the underlying, long-term
drivers of the budget. Finally, asthe PBO’s longer-term analyticabilitydevelops, it
would be well positioned to take responsibility forthe next Intergenerational
Reportshouldthe Government of the day decide totransferitto the PBO.

Increasing publicunderstanding of the costing process

While the PBO has published technical guidance for parliamentarians on costing
procedures, it has provided little explanation of the costing process beyond what is
contained inthe Charter of Budget Honesty Costing Guidelines. Public
understanding of the PBO’s work would be enhanced if it published non-technical
information explaining its approach to costings.



Publicrelease of confidential PBO costing response documents

The ability for parliamentarians to submit confidential costing requests tothe PBO
isessential. The legislation provides very strong protection for confidentiality
around costing requests, with the PBO only able to comment on confidential
requests where itis satisfied thatthe publicinterestrequiresit. In determining
this, the PBO considers whetherit has been materially misrepresented.

The question of whethera confidential costing response document should remain
confidentialisless clear once a parliamentarian makes a policy announcement that
includes reference to PBO estimates from the costing.

While the review paneldecided, on balance, notto recommend any change to the
current confidentiality arrangements, itis appropriate to make more transparent
the extentto which PBO costing estimates are used without releasing the
underlying PBO costing documents.

Increasing the value of the Post-election Report

The PBO’s legislation requires the publication of a Post-election Report setting out
the financial impact of the election commitments of political parties with five or
more parliamentarians within 30days of the end of the caretaker period following
ageneral election.

Some stakeholders argued that the Post-election Report served as animportant
source of fiscal disciplineon parliamentary parties. Nevertheless, many
stakeholders noted that, whileworthy documents, both the 2013 and 2016
Post-election Reports received little attention, and had very little impact on public
policy debate.

This probably reflected the timing of the release of the report. The relevance of
the Post-election Report would be enhanced by enablingits publication to be
delayed until nearerto or at the resumption of parliamentary sittings following a
general election.

In orderto more accurately represent the budgetimpact of election commitments,
the Post-election Report could also include the financial impact overthe medium
term of major policy proposals. Thiswould helpto ensure the full ongoingimpact
is presented.

Minor parties andindependent members now play aprominentrole on some
budget-relatedissues. Toreflectthis, parties with fewerthan five Members or
Senators should be giventhe option to have the financial impact of their election
commitmentsincludedinthe Post-election Report.
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Budgetchart packs
Many stakeholders reported thatthey found the PBO budget chart packs to be of
limited benefit. The PBO should re-assessthe need to publish these reports.

Resources and governance

The PBO receives an annual appropriation of around S7 million and an additional
appropriation of around $0.5 million in election years. It was also provided with a
one-off special appropriation of $6 million onits establishment. The PBO operated
primarily withinits ongoing appropriation to the end of 2015-16, drawingonits
special appropriation only to meet some of the capital costs associated with its
establishment.

From 2016-17 the PBO will need to draw-down fromits special appropriation to
meetongoingexpenses associated with rapidly growing demand forits work. On
current projectionsthe special appropriation will be exhausted by the end of
2020-21.

The PBO must, to the greatest extent possible, meetdemand forits services from
withinitscurrentbudget. The onusison it to demonstrate thatitis setting
priorities effectively and operating efficiently. However, even then,itisvery likely
that, at some pointinthe life of the next Parliament, parliamentarians and the
then Government will face a choice of either providing additional resourcesto the
PBO or seeingasignification reductioninits activities.

Finally, the PBO should repeatthe confidential survey of stakeholders it conducted
in 2015 once in each term of Parliament.

Progress against the recommendations in this report should be a key focus of the
review of the PBO following the next general el ection.
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List of recommendations

Level playing field for costings

1. ThePBO shouldreplace the reliability rating in its costing response documents

with a statement on the factors that can affect the uncertainty of thattype of
policy costing. The PBO’s costing response documents should expand existing
gualitative comments onreliability to highlight particularly uncertain elements
of the specific policy when thatis appropriate.

The PBO should furtherdevelop and publish principles and processes to help

setprioritiesin relation to requests from parliamentarians for costings and
budgetanalysis, having regard to:

i. therelevance of the requestto matters expected to be before the
Parliament

ii. thelevel of representation of the requesting political partyin
Parliament

iii. thelevelof priority giventothe requestbythe parliamentarian’s
political party and/orthe parliamentarian, and

iv. thelevelof resourcesrequiredtocomplete the request.

The PBO should take action withinits resource constraints toimprove the

quality andtimeliness of its responses to parliamentarians’ requests for policy
costingsin peak periods, including:

a. enteringintosecondmentarrangements, including reciprocal
arrangements, with Government Departments and Agencies, and

b. exploring other mechanisms, such as usingtechnology to streamlinethe
costing process, and increasing collaboration with Government
Departmentsand Agencies on model development.

Accuracy of costings of policies, including election
commitments

4.

The PBO should establish asmall, independent, expert advisory panel that it
could consult on cross-cuttingissues associated with policy costings and fiscal
analysis. Thisadvisory panel would not be provided with information on

confidential costings of parliamentarians and would have no directrole in their
preparation and provision.
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The PBO should ensure thatthe JCPAA is provided with sufficient datato allow
it to regularly monitorthe provision of information to the PBO through the
Memorandum of Understanding.

The PBO should continue to work collaborativelywith Government
Departments and Agencies on information requests and model development,
consistent with maintaining the confidentiality of parliamentarians’ policy
proposals. The PBO should ensure thatitincludes sufficient contextto enable
the provision of the most appropriate informationinresponse.

The PBO should periodically conduct an ex-post analysis of alimited selection
of its policy costing estimates, to help identify areas forimprovementin future
costings, and reportthe resultstothe JCPAA.

Transparency and public understanding of budget and fiscal

policy settings

8.

10.

To improve the relevance of its self-initiated work, the PBO should:

a. developdeeperandbroader consultation withthe JCPAA and other
parliamentary committees

b. alignmore closely its self-initiated work with, and help build the capacity
of, PBO costingwork, and

c. considera possible evolution of its self-initiated work program by:

i. expandingitsexistingfocus on medium-term fiscal sustainability
issues

ii. buildingits capacity toanalyse underlyingdrivers of the budget over
the longerterm, including, but notlimited to, demographicanalysis,
and

iii. ensuringithasthe capacityto furtherdevelopits longer-term analytic
ability toallow consideration to be given to transferring responsibility
for the nextIntergenerational Report (scheduled for 2020) to the PBO.

The PBO should more fully explain the methodology underlying the policy
costing process, includingin anon-technical fashion.

The PBO should publish regular data on the number of policy announcements
made with reference to PBO costings, and whetherornot, and when, the
underlying PBO costing response document was released by the party or
parliamentarian concerned.



11. The Post-election Report of election commitments should includethe financial
impact overthe mediumterm (in addition to the forward estimates period) of:

i. thetop tenpolicy proposals by dollarvalue
ii. any proposal withanimpactof over$1 billioninayear

iii. proposalswithamaterially differentimpact beyondthe forward
estimates, and

iv. theoverall election platform foreach political party.

12. The timing of the publication of the Post-election Report of election
commitments should be delayed to the later of the first sitting day of
Parliamentfollowing ageneral election or 30 days after the return of the writs
froma general election.

13. The PBO should provide parliamentary political parties with fewerthan five
Members or Senators the option to have the financial impact of theirelection
commitmentsincludedinthe PBO’s Post-election Report of election
commitments.

14. The PBO should considerthe value of continuing to publish the chart pack
following each fiscal update.

Governance and resources

15. The PBO should ensure thatthe JCPAA is regularly provided with sufficient
information onthe PBO’s workload, resource requirements and efficiency, to
enable the JCPAA to monitortheirimpactonthe level and timeliness of the
PBO’s outputs.

16. The PBO should conducta survey once in each term of Parliamentto get
feedback onits performance fromits stakeholders.
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1. Introduction: establishment, governance and
development of the PBO

There are 41 Independent Fiscal Institutions (IFls) worldwide, * virtually all in
developed economies. The oldest, the High Council of Finance, was established in
Belgium in 1936; one of the newestisthe South African Parliamentary Budget
Office which was established in 2014. Australia’s Parliamentary Budget Office
(PBO), established in 2012, is one of the more recent IFls.

No two IFls are the same.” Theyvary widely as to role, governance provisions,
functions, staff and budget—a reflection (among otherthings) of the difference in
the political and institutional systems in which they were established.? Many have
evolved overtime, and some of those changes have been marked.”

The ideaof an AustraliaPBO had been subject to debate at various times since the
1980s, initially with reference tothe United States’ Congressional Budget Office
(CBO) and more recently influenced and encouraged by the growing number of
international IFls.> In May 2009, the then leader of the Coalition, in his
Budget-in-Reply speech, said that ‘honesty in fiscal policy would be served by the
creation of an Australian version of America’s Congressional Budget Office’.®

Followingthe 2010 Federal Election, acommitment to establish a PBO formed part
of the minority governmentagreements signed by the Australian Labor Party with
the Australian Greens and three independent Members of Parliament,” and was
subsequentlyincluded inthe 2010 Agreement for a Better Parliament negotiated
between the political parties and independent members of parliament.®

! Based on definitions and data in International Moneta ry Fund (2015) and Organisation for
conomic Co-operation and Development (2016).

See Appendix A on International comparison and the Australian PBO.

Von Trapp, Lienert and Wehner (2016),p 13.

See, for example, Kopits (eds) (2013) and OECD (2014).

Joint Select Committee on the Parliamentary Budget Office (2011), pp 1-2.

Australia, House of Representatives (2009), p 3975.

Joint Select Committee on the Parliamentary Budget Office (2011), p 2.

Joint Select Committee on the Parliamentary Budget Office (2011), p vii.
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A keyrationale forthe formation of the PBO was to make the Commonwealth
political playing field more level by reducing the inherent advantage of
incumbency in policy costingand development.®

Priorto the establishment of the PBO, the Opposition’s access to the Departments
of the Treasury and Finance forindependent policy costings was limited to the
Charter of Budget Honesty arrangements during the caretaker period.'® These
arrangements did notallow foriterationin policy costingand development, as
theyonly appliedto publicly announced policies, and the resulting costing
estimates were published immediately on finalisation. Policiesannounced and
thenlodgedforcostingran the risk of being materially inaccurate and some were
foundto be so."* Perhapsasa result, many Opposition policies were only lodged
for Charter costinglate inthe election campaign, if atall. Thisreducedthe
opportunity forinformed publicdebate on the policies.™

The minorparties and independent members had little or no access to Treasury
and Finance for costings priorto the establishment of the PBO. Minority parties
(non-government parties of at least five members, notincluding the Opposition
party) have only been able to submit costings underthe Charter of Budget Honesty
since 2013. Outside of the caretakerperiod, non-government parties could only
obtain costings with the consent of the Government.

More broadly, the Parliament’s objective in establishingthe PBO was to ‘provide a
source of high-quality, independent analysis on Budgetand related mattersand
therebyimprove the quality of parliamentary debateand enhance decision
making’."®

The Agreement for a Better Parliament also stated that the ‘structure, resourcing
and protocols’ forthe proposed PBO would be reviewed by a special committee of

the Parliament ‘which is truly representative of the Parliament’."*

? Joint Select Committee on the Parliamenta ry Budget Office (2011), pp 34 and 46.
1% Joint Select Committee on the Parliamenta ry Budget Office (2011), pp 16 and 33.
! See Bowen (2015).

'2 Joint Select Committee on the Parliamenta ry Budget Office (2011), p 35.

' Joint Select Committee on the Parliamenta ry Budget Office (2011), p 19.

'* Joint Select Committee on the Parliamenta ry Budget Office (2011), p vii. More
information on the JointSelect Committee on the Parliamentary Budget Office, and
subsequent parliamentaryinquiriesinto the PBO, is provided in Appendix B.



The structure, resourcingand protocolsincludedinthe PBO’s legislation, the
Parliamentary Service Act 1999, reflected the recommendations of the Joint Select
Committee onthe Parliamentary Budget Office. The PBO was established withthe
benefit of broad support fromthe Parliament, and consultations suggest that it
retains that strong supporttoday.

PBO governance arrangements

The PBO’s mandate, independence, accountability and oversight arrangements are
setoutinthe Parliamentary Service Act 1999. The PBO’s access to information
from Government Departments and Agencies is governed by a Memorandum of
Understanding (MOU) with the heads of Commonwealth Departments and
Agencies.”

PBO mandate

The Parliamentary Service Act 1999 states that the PBO’s purpose isto ‘informthe
Parliament by providing ...independent and non-partisan analysis of the budget
cycle, fiscal policy and the financial implications of proposals’.*® More specifically,
it statesthatthe PBO’s mandate includes:

e preparation of policy costings for parliamentarians outside the caretaker
periodfora general election

e preparation of policy costings for authorised members of parliamentary parties
orindependent members during the caretaker period forageneral election

e provisionsof analysis relating to the budget from parliamentarians

e whenrequested, submissions toinquiries of parliamentary committees

e self-initiated research and analysis of the budget and fiscal policy settings, and

e apost-electionreporton election commitments of designated parliamentary
parties."’

Provisions on confidentiality depend on the nature and timing of the request:
costings received outside the caretaker period forageneral election may be
treated as confidential; costings received during the caretaker period are limited to
publicly announced policies and the PBO’s responses must be made public.

> Further details of the PBO’s legislative framework and the MOU with Departments and
Agencies are at Appendix C.

16 Parliamentary Service Act 1999, s. 64B.

1 Parliamentary Service Act 1999, s. 64E.



Requests for analysisrelatingto the budget may be made and treated as
confidentialatany time. Requests from and submissions toinquiries of
parliamentary committees are required to be made public.*®

The preparation of economicforecasts and budget estimates is explicitly excluded
fromthe PBO’s functions. The PBOisrequiredto use the economicforecastsand
parameters and fiscal estimates contained in the most recenteconomicand fiscal
outlook as the baselineforcostings. The PBOisalsorequiredto prepareits policy
costings using the approaches and costing conventions recommendedinthe
Charter of Budget Honesty — Policy Costing Guidelines, issued by the Secretaries of
the Departments of the Treasury and Finance. "

PBO independence, oversightand accountability

The PBO has a high level of statutory independence. The Parliamentary Budget
Officeris appointed by the Presiding Officers of Parliament, with the approval of
the Joint Committee of Public Accounts and Audit (JCPAA), foraterm of fouryears,
with the total length of office not exceeding eight years.”® The Parliamentary
Budget Officeris notsubjecttodirection in the performance of his/her functions,
and can only be removed from office due to misbehaviour, physical or mental
incapacity, orinsolvency.”

The JCPAAisresponsible for overseeingthe operations and resourcing of the
PBO.”> As part of that oversight, the JCPAA can request the Parliamentary Budget
Officerto establish anindependent review of the operations of the PBO aftera
general election, with the reviewto be completed within nine months afterthe
end of the caretaker period forthe election.”

Previous inquiries into the PBO

Some of the issues setoutinthe terms of reference forthisinquiry, and coveredin
this report, have been considered in previous inquiries into the PBO.**

18 Parliamentary Service Act 1999,s. 64U.

'° The PBO can onlyfollowdifferent principles in preparing policy costings with the
agreement of the Secretaries of the Departments of the Treasury and Finance.

20 Parliamentary Service Act 1999, s. 64X.

2 Parliamentary Service Act 1999, ss.64N and 64XE.

22 Parliamentary Service Act 1999, s. 64S.

23 Parliamentary Service Act 1999,s. 64T.

** Further details of previous inquiries into the PBO areprovided at Appendix B.



The JointSelect Committee on the Parliamentary Budget Office’s Inquiry into the
proposed Parliamentary Budget Office in 2011 considered the role of the (then)
proposed PBO, arrangements foraccess toinformation from Government
Departments and Agencies, accountability and oversight, and resourcing and
physical location of the PBO.?®> The PBO’s legislation reflected the
recommendations of the Joint Select Committee onthe Parliamentary Budget
Office.

In November 2013, the Australian National Audit Office (ANAO) formally
commenced a performance auditinto the administration of the PBO. The
objective of the audit was to assess the effectiveness of the PBO fromits
establishmentinJuly 2012 to the publication of the 2013 Post-election Reporton
election commitments.’® The Chair of the JCPAA advised the PBO that, in the light
of this performance auditand the deliberations of the Commission of Audit, the
JCPAA would notrequest an additional independent review intothe PBO’s
operations.”’

In addition to reviewing PBO documentation and asample of costings, the ANAO
heldinterviews with awide range of stakeholders, including the PBO,
Commonwealth Departments and Agencies that provide information to the PBO,
representatives of parliamentary parties and independent Members of Parliament
and a selection of otherstakeholders that were familiar with the work of the
PBO.

The ANAO found that

since commencing operation in July 2012, the PBO has effectively
undertaken its statutory role and is already well regarded as an
authoritative, trusted and independent source of budgetary and fiscal
policy analysis.29

2> Joint Select Committee on the Parliamenta ry Budget Office (2011).
%% Australian National Audit Office (2014), p 16.

7 pa rliamentary Budget Office (2014a),p 6.

28 Australian National Audit Office (2014), p 45.

29 pustralian National Audit Office (2014),p 18.



The ANAO noted that overall the PBO had received good co-operation fromthe
Departments of the Treasury and Finance and other Commonwealth Departments
and Agencies.’® Nevertheless, the ANAO highlighted that the PBO’s lack of
statutory information access powers was inconsistent with the Organisation for
Economic Co-operation and Development’s (OECD’s) principles for IFIsand
presented aninherentrisk thataccessto information could be constrainedinthe
future.'

In 2014 the JCPAA conducted a Review of the Operations of the Parliamentary
Budget Office, whichinquiredinto the framework and operations of the PBO.
Amongotherthings, thisincluded consideration of the findings and
recommendations of the ANAO report.>* The JCPAA concluded that, inashort
period of time, the PBO had developedinto awell-regarded, credible,
independent, non-partisan source of expertise on the budget cycle, fiscal policy
and policy costings.

The report had eight recommendations, covering access toinformation and
expandingthe Parliamentary Budget Officer's mandate toallow more
medium-term budget analysis.*®> The Government generally supported the
positionthatthe Parliamentary Budget Officeris entitled to appropriate and timely
access to information, and considered that other concernsraisedin the report
could be resolved underthe existing MOU. However, the Government did not
accept the JCPAA’srecommendation that the PBO be provided with the details of
the Contingency Reserve, citing the sensitivity of some information and the
potential harmto the Commonwealth’sinterests, as well as to national security, to
exemptthisinformation fromrelease ordisclosure.

%% Australian National Audit Office (2014), p 27.

*1 Australian National Audit Office (2014), p 79.

32 Joint Committee of Public Accounts and Audit (2014a). The report of the inquiry was
tabled on 1 December 2014.

>3 Joint Committee of Public Accounts and Audit (2014a), pp xiii —xiv.



The PBO today

The PBO currently employs on average 40 full-time staff on an ongoing basis. This
temporarilyincreased to around 50 staff in the lead up to the 2016 general
election.

At least two-thirds of PBO analytical staff are usuallyinvolved in the preparation of
costings and budgetanalyses.>* The remaininganalytical staff are allocated to the
published research program and related activities.>> A small number of additional
staff provide corporate supportservicestothe organisation.

The PBO has an annual budget of approximately $7 million and additional funding
of approximately S0.5millionin election years. In addition, the PBO was provided
with a one-off special appropriation of $6 million on its establishment.*® This has
been drawn uponsince 2013-14.

The PBO has provided over 7,000 costings and budget analyses to parliamentarians
and parliamentary parties since it began operationsin 2012.>” The number of
costingrequests received has grown rapidly, reflecting both anincrease inthe
number of parliamentarians who request costings and budget analyses, and an
increase inthe number of requests submitted by each parliamentarian or party. >

Duringthistime, the PBO has alsoreleased 28 pieces of self-initiated research —
ranginginlength from justa few pages showingthe impact of unlegislated
measures on the budget estimates, to approximately 60 pages of detailed analysis
of particularareas of the budget —and two Post-election Reports.*’

** |nformation provided by the PBO.

** parliamenta ry Budget Office(2016b).

% See Appendix D for more detail on PBO resourcing.

*’ The PBO presents data on the number of ‘options’includedin the requests itreceives;
noting that a singlerequest can contain multiple options.

%% See Appendix E for more detail on PBO costing requests.

%% See Appendix F for a listof the PBO self-initiated reports.



The PBO’s work demands generally peakinthe lead up to general elections with
costing requests, and afterthe election, with the release of the Post-election
Report. This peakin demand hasalso grown overtime, with demand for costings
and budgetanalysesinthe yearleadinguptothe 2016 election more than triple
that inthe previouselectionyear.*® Asdemand changes, staff are reallocated
accordingly.

In non-election periods, more PBO resources are allocated to the self-initiated
research program, and the developmentand maintenance of the PBO’s financial
models and data bases.

** parliamenta ry Budget Office (2016b).



2. Conduct of this review

On 14 November 2016 the JCPAA announced the formation of thisindependent
review into the PBO, in accordance withs. 64T of the Parliamentary Service
Act 1999.

The independent review panelcomprised Drlan Watt AC, former Secretary of the
Departments of the Prime Ministerand Cabinet, Defence, Finance and
Communications, Information Technology and the Arts; and Mr Barry Anderson,
former Deputy Director, United States Congressional Budget Office, former senior
career official atthe White House’s Office of Management and Budget, and former
head of Budgetingand Public Expenditures Division atthe OECD. Dr Watt was the
Chairof the review.

The terms of reference of the review required the independent review panel to
examine, reportand make recommendations on the scope forthe PBO to build on
the foundationsit has established, with aview to strengthening the PBO’s ability
to:

e provide amore level playingfield forall parliamentarians for policy costings

e improve the accuracy of costings of election commitments, and

e enhance transparency and publicunderstanding of budgetinformation and
fiscal policy settings.”*

Consultations

The terms of reference required the review panel to have regard to the PBO’s
primary stakeholders, including parliamentarians, parliamentary parties,
parliamentary committees, other Commonwealth agencies and external think
tanks. The review panel held over 30 discussions with stakeholders overthe
period December 2016 to February 2017.*

Consultations with stakeholders showed thatthe PBO is widely regarded as an
independent, non-partisan institution, with a reputation for professionaland
rigorous analysis. Stakeholders had more varied views on how the PBO should
evolveinthe future.

*! The Terms of Reference are provided at piin this report.
#2 Appendix G contains a listof consulted stakeholders.



For a relatively small organisation with alimited output, there was quite a
significant diversity of views on the elements of the PBO’s work that was of most
interestand importance. Parliamentarians (and Government Departments and
Agencies) placed avery heavy emphasis on the PBO’s policy costingrole, in
particularthe importance of maintaining confidentiality and striving fortimely
responses.

Others placed more importance on the PBO’s self-initiated research reports,
particularly those considering issues of medium-term fiscal sustainability and
explaining complex budget accountingissues. This highlightsthe divergent
interests aswell as challenges those outside the system face in understanding
parts of the budget papers.

International experience

The terms of reference required the review panel to have regard to the experience
of comparable internationalinstitutions.*

Consistency with OECD principles

The OECD notesthat IFls are a heterogeneous group, reflecting both the diverse
political and institutional circumstances prevailing at their establishment and the
different rationale fortheiradoption across countries.** Unsurprisingly, IFls vary
considerablyintheirrole, governance provisions, breadth of mandate and
functions, leadership and staff, and budget.

Notwithstanding this diversity, the OECD has developed guidance onissuesto
considerinthe design and governance of IFls, based on lessons learned and good
practices developed from IFl experience todate.* In particular, the OECD
principles emphasize the importance of an IFl being non-partisan and independent,
transparentand accountable, and with a role that reflects the local institutional
environment. The principles are designed to ‘assist countries to design an enabling
environment conduciveto the good performance of an IFl and ensuringits
long-run viability’.*°

*3 Further information contrasti ngtheAustralian PBO with comparableinstitutions
internationallyis provided at Appendix A.

** Von Trapp, Lienert and Wehner (2016), p 13.

*> OECD (2014). See TableAl inAppendix A for a listofthe OECD principles.

** OECD (2014), Introduction.
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The design and governance of the Australian PBOis generally consistent with the
OECD principlesforlFls. The most notable exceptions are OECD principles 15and
16 whichrecommend, respectively, that IFIs have alegislative guarantee of timely
access to all relevantinformation and that any restrictions on access to
government information should be clearly defined in legislation.*’

Comparison of PBO’s mandate

The PBO is notable for havinga much heavierfocusthan all otherIFls on the
costings of policies, with around two-thirds of PBO analytical staff involved in
policy costing.*® The PBOis also one of only two IFls inthe OECD that costthe
election platforms of political parties.*® This reflects the importance placed on
providing arelatively level playing field for policy costings in Australia.

In contrast, the more institutionally comparable IFIs to the Australian PBO produce
more material on fiscal sustainability, including regular fiscal sustainability reports
(produced by the United Kingdom Office for Budget Responsibility (OBR)) and
annual long-term (30-year) projections (produced by the United States CBO).
While the Australian PBO has published some self-initiated research reports on
fiscal sustainability, it devotes a substantially lower proportion of its resources to
these analyses than most other IFls.*°

Unlike most IFls, which have a role in either preparing or assessing macroeconomic
and/orfiscal projections, the PBO’s legislation explicitly prevents it from producing
independent economicor fiscal forecasts.

Lessons frominternational experience: key risks

International experience suggests that the mostvulnerablestage inthe life of an
IFlis inthe early stages, before it has had the opportunity to build areputation for
objective, independent analysis. The status and role of successful and
well-established IFls, such as the United States CBO and the Netherlands Central
Planning Bureau (CPB), evolved overtime, based on reputations built up as their

* See Appendix A on international comparisons for moredetails on the PBO’s adherence to
the OECD principles.

*8 |nformation provided by the PBO.

* The Central PlanningBureauinthe Netherlands produces consolidated pre-election
policy platform costings for all parties (on a voluntary basis).

>0 Appendix F provides a listof the PBO’s published self-initiated reports.
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analyses and practices matured overtime and were subject to the intense scrutiny
of parliamentary and publicdebate.

Experience to date suggeststhatthe biggestrisktoan IFlis itbeing perceived —
rightly or wrongly —as partisan. This perception can sometimes arise whenthe
institution is seen as primarily working for one side of politics.>* This could occur
undera long-standing government when the IFlis seen as primarily working for the
opposition parties. Similarly, the perception of partisanshipis higher where the
analysis produced by an IFl isin direct conflict with that produced by the
Governmentand/orthe political party in government.

These risks highlight the importance of presenting analysisin an objectiveand
professionalmanner. Itunderscoresthe need forthe PBO to strike the right
balance between providing objectiveinformation thatis relevantto, and informs,
publicpolicy debate without being seen to take a position on contested policy
issues.

To date, only one IFl has been abolished outright by an incoming Government.*
Howeverthere are a number of other ways that the effectiveness of an IFl could
be reduced, including constraining its access toinformation from government
agencies,” appointing a partisan figure as head,* significantly reducingits
resources,” and/orthe expandingits mandate without adequately increasing
resources.®

The success of an IFl can, however, bringits ownrisks, with demand forservices
increasing, and the risk of internally-generated and externally-imposed mission
creep expanding the mandate beyond the limit of its resources and/or expertise.
Thisis alsolikely to be deleterious tothe PBO’s long-term future. The organisation
and itsoverall conduct needs to be carefully managedin orderto avoid such a
situation.

> See, for example, Kopits (2013a),p 9.

2 |n Venezuela, the Congressional Budget Office was abolished by President Chavez (see
Kopits (2011)).

>3 The Parliamenta ry Budget Officein Canada, despitehavingstronger legal access to
information than Australia, has struggled to obtain information from government agencies.
**In Hungary, two of the three members of the Fiscal Councilareclosely aligned with the
Government.

> In 2010, the Fiscal Councilin Hungarylostallfunding,its remit was significantly reduced
andits analytical staff fired (see Kopits (2011)).

>° See the sectionon key risks in Appendix A.
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3. Level playing field for costings

A key rationale forthe formation of the PBO was to develop amore levelplaying
field by reducingthe inherent advantage of incumbency in relation to policy
development, and particularly access to policy costings.”’

Previousinquiriesintothe PBO have concluded thatit has made a valuable
contribution to levelling the playing field for all parliamentarians.>® Stakeholders
consultedinthe course of this review endorsed this conclusion. In particular,
parliamentarians noted that the ability to have their policy proposals confidentially
costed by the PBO has significantly enhanced their policy development process
and the credibility of their policy announcements.

That said, some stakeholders consulted also recognised that the playingfieldis
unlikely to everbe fully level. Similar views were expressed in the 2014 ANAO
performance audit:

While stakeholders generally acknowledged that the PBO had gone a long

way to levelling the playing field, some noted that, “as the government of

the day has access to the public service, atotally level playing field may

never be possible and that there is an inherent privilege of being in

government".59
While demand for PBO policy costingsis cyclical and naturally peaksinthe lead up
to a general election, the level of underlying demand has grown very significantly
overtime. For example, requests received by the PBOin the lead up to elections
have more than tripled, from 1,297 in 2013-14 to 4,146 in 2015-16.°° This growth
reflects the use of PBO policy costings by parliamentarians across the political
spectrumin both the iterative development of policy proposals and toinform
parliamentary and publicdebate. Itemphasises the importance that
parliamentarians place on having credibly costed policies.

*” Joint Select Committee on the Parliamenta ry Budget Office (2011), pp 34 and 46.

>8 See, for example, Australian National Audit Office (2014), p 18.

> Australian National Audit Office (2014), p 88.

® pa rliamentary Budget Office (2016b). See Appendix E for more details on PBO costings.
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Since its establishment,the PBO has beenthrough two election cycles, and
provided a high volume of policy costings to both the Coalition and the Australian
Labor Party when theywere in Opposition and the Australian Greens on both
occasions.®* This has helped and encouraged parties to release consolidated policy
platforms priortothe election.

The review panel examined several issues where the PBO could enhance its
capacity to help level the playingfield for policy costings further:

e reliability ratings of costings
e settingprioritiesforcostings, and
e timeliness of PBO policy costings.

Reliability ratings of costings

Thereisan inherentlevel of uncertainty in most costing estimates, no matterwho
preparesthem. This arises from data limitations and the numberand nature of
assumptions required.”” The existence of uncertainty in forecasts has long been
acknowledged by the International Monetary Fund (IMF) and the OECD, and many
of the factors that create uncertainty in forecasts also apply to costings.®® This
inherent uncertainty also affectsthe PBO’s costings, even though the PBO hasvery
similaraccessto information and follows the same rules and conventions —the
Charter of Budget Honesty Policy Costing Guidelines — for preparingits estimatesas
the Government.® However, the overalldegree of uncertainty around PBO
costingsis not likely to be significantly differentfromthe Government’s.

The PBO reflects this uncertainty by including,in each of its costing response
documents, aone-word reliability rating and alist of the particularfactors
affecting the reliability of the costing. The reliability ratingisintended to provide a
shorthand indication of the level of confidence a user of the costing can have that
the actual outcome of a costing would correspond to the costing estimate. *°

® Australian National Audit Office (2014), p 87.

%2 pa rliamentary Budget Office (2015a),p 1.

63 See, for example, Debrun et al (2013) and Crippen (2003).

® Secretaries to the Treasuryandthe Department of Finance(2016).
®° pa rliamentary Budget Office(2015a),p 1.
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There are six reliability ratings, ranging from very-low to high. Aratingis
determined by the PBO using a qualitative assessment process, takinginto account
the most important factors that affect the reliability of that costing. The ratingis
not a reflection onthe policy proposal being analysed orthe quality of the PBO’s
analysis, but ratherreflects the generic difficulty of such a costing, the quality of
the underlying data, the assumptions underlying the particular costing, and the
stability of the costing baseline.®

The PBO has explained the basis of its reliability ratings in several ways, including
publishing atechnical note outlining the factors influencing the reliability of
costings of policy proposals,®’ providing evidence to a parliamentary committee,®
and issuingamediarelease reiterating the PBO’s rationalefor, and approach to,
the assignment of reliability ratings to its policy costings.®

Despite this, the reliabilityratings continue to be widely misinterpreted asa
reflection of the quality of the PBO’s estimates ratherthan the uncertainty
inherentinthe policy costing process. Inturn, this hasresultedininstances of PBO
reliability ratings beinginappropriately used asa comment on the credibility of the
costinganalysis and/or the underlying policy proposal.”®

Thereislimited publicuse of reliability ratings elsewherein relation to costings.
For example, the measures descriptionsin the Budget papers that provide the
estimated financial impact of individual policy decisions by the Government do not
include areliability rating ora description of the uncertainty surrounding the
costing of measures.”" Discussion of uncertaintyin the Budget papersisinstead
focused atthe aggregate level —total revenue, expenses and the budget bottom
line —with a presentation of confidence intervals and the sensitivity of the budget
to uncertain economic parameters.72

® pa rliamentary Budget Office(2015a),p 1.

* pa rliamentary Budget Office(2015a).

%8 pa rliamentary Budget Office (2015c).

® pa rliamentary Budget Office (2016d).

70 See, for example, Karp (2016) on Labor’s proposed negative gearingand capital gainstax
changes.

I See, for example, descriptions of budget measures in Australian Government (2016c).

72 See, for example, Australian Government (2016b), Statement 7: Forecasting Performance
and Scenario Analysis.
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Including areliability ratingin costingsis uncommon amongst IFls. The most
notable institutiontoinclude ratingsisthe UK’s OBR. In itsscrutiny of the
Government’s costings at each budget update, the OBR gives each costinga
subjective uncertainty rating based onthe data underpinningit, the complexity of
the modellinginvolved and the possible behavioural impact of the policy.”® The
OBR’s practice was built on the Australian PBO’s reliability ratings approach.”* The
OBR, however, only reviews costings of Government policies.

Otherinstitutions have adopted differentapproachestoillustrate uncertainty in
theirestimates. The Irish Fiscal Advisory Council, forexample, introduced fan
charts to represent uncertaintysurrounding the potential impacts of
macroeconomic/budgetary developments and changes in the fiscal policy stance.”

The Treasury’s annual Tax Expenditures Statement does includeareliability rating
for the estimates of individual tax expenditures.’® Treasury notes thatits tax
expenditures estimates vary in reliability due to the ‘quality, detail and frequency
of the underlying data’ and the number of assumptions requiredinthe
estimates.”’ Treasury also notes that ‘revenuegain estimates should be treated
with extreme caution’ due to, among other things, uncertainty around behavioural
responses to the removal of a tax expenditure.”®

Stakeholder consultation suggested that the inclusion of reliability ratingsin PBO
costings, particularly whenthey are notincluded in Budget measure descriptions
that are subjectto the same or similarlevels of uncertainty, have resulted in PBO
costings beingseen, individually and perhaps overall, asinferior. This hasthe
potential to limit parliamentarians’ use of the PBO and has acted as a disincentive
for themto release the detailed PBO costing response documents that would allow
a potentially greaterlevel of publicscrutiny of their proposals. The resultisaless
informed publicdebate.

73 Officefor Budget Responsibility (2016).

7% Officefor Budget Responsibility (2014),p 211.
"> Von Trapp, Lienert and Wehner (2016), p 132.
76 See, for example, The Treasury (2016).

" The Treasury (2016), p 127.

"% The Treasury (2016), p 117.
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A better way of reflecting uncertainty in policy costings

Best practice in budget transparency would suggest more, ratherthanless,
information should be provided to parliamentarians and the public (subject to
confidentiality provisions) on the uncertainty surrounding policy costings, and
budget estimates more broadly. The particularconcerns around reliability ratings
raise the question of whetherthere is abetter way of reflecting this uncertaintyin
the PBO’s costing response documents.

In the firstinstance, the PBO could replace the simplisticreliability ratin g scale with
a qualitative statement explaining the factors that can affect the uncertainty of the
particulartype of policy costing that was undertaken. Inaddition, where elements
of an individual costing are subject to particularly uncertain elements, amore
detailed statement could be included in the PBO costing response document to
explain these uncertain elements.”

This approach would provide more information to parliamentarians on the nature
and extent of the uncertainty surrounding costing estimates and this information
would be less likely to be open to misinterpretation as areflection of the quality of
the analysis underpinningthe costing. Itwould also remove one of the perceived
disincentives for parliamentarians to release detailed PBO costing response
documents.

Recommendation 1

The PBO should replace the reliability rating inits costing response documents
with a statement on the factors that can affectthe uncertainty of that type of
policy costing. The PBO’s costing response documents should expand existing
qualitative comments on reliability to highlight particularly uncertain elements
of the specificpolicy when that is appropriate.

’® This would be consistentwith the approach of the NSW Parliamentary Budget Office.

17




Setting priorities for costings

The demand for PBO costings has grown rapidly overthe lastfouryears. For
example, the demand for costings and budgetanalysesin the year leadingup to
the 2016 election was more than triple thatin the previous electionyear.** And
the demand for costings and budget analysesis expected to continue togrowin
the future. Asthisoccurs, the PBO’s approach to setting priorities for costing work
will become increasingly important.

The PBO does not have a formal policy to determine priorities in relation to costing
requests, although it does have various informal ones. Where a party or
parliamentarian has submitted multiple requests, the PBO’s current practice is to
seek advice fromthe party or parliamentarian as to the relative priority of those
requests.’’ Feedback from stakeholders suggests that thisinformal approach has
generally worked well. However, stakeholders have also noted that the approach
can be ad hoc at times and would benefit from more structure and certainty inits
application.

The PBO faces a greaterchallenge in setting priorities for costings between
different political parties and parliamentarians. In principle,the PBOaimsto
achieve an equitable level of access to policy costings for parliamentarians, taking
intoaccount the level of representation of the requesting political party in the
parliament. While in nearly all cases the PBO has still been able torespond to
requests from parliamentarians, some responses have taken significantly longer
than others. Some stakeholders also noted that at times the PBO did not
communicate the reasons why some requests were afforded a lower priority.

Withouta clearerarticulation of the principles and processes applied in setting
priorities between costingrequests, there is arisk that the PBO could be seenas
not providingalevel playing field for all parliamentarians, potentially placing its
non-partisan reputation at risk.

The PBO should develop and publish principles and processes used to set priorities.
Thiswould provide greater clarity aboutthe PBO’s engagement withiits
stakeholders. Thiswould especially assistin reducing the risk of the PBO being
perceived as partisanin the setting of its priorities.

8 pa rliamentary Budget Office (2016b). See Appendix E for more details on PBO costings.
1 pa rliamentary Budget Office (2014b).
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In developing priorities for responding to costing requests, among other things, the
PBO should have regard tothe relevance of the request to matters expected to be
before the Parliament, the level of representation of the requesting political party
in Parliament, and the level of resources required to complete the request.

To achieve theirobjectives, these processes and priorities need to be regarded by
parliamentarians as reasonable and equitable. Theyalsoneedtoresultin more
effectiveuse of the PBO’sresourcesin support of the work of the Parliament. To
help ensure these objectives are met, there would be value in the PBO consulting
with political parties and independent parliamentarians on the options forsetting
priorities of policy costings. Forthe same reasons, there would be value inthe
PBO making this policy public.

Recommendation 2

The PBO should further develop and publish principles and processes to help set
prioritiesin relation to requests from parliamentarians for costings and budget
analysis, having regard to:
i. the relevance of the requestto matters expected to be before the
Parliament
ii. the level of representation of the requesting political party in
Parliament
iii. the level of priority given to the request by the parliamentarian’s
political party and/or the parliamentarian, and
iv. the level of resourcesrequiredto complete the request.

Timeliness of PBO costing responses

The most common criticism of the PBO’s work by parliamentariansisthe time
takento respondto costingrequests, particularlyin peak periods such as the lead
up to a general election. Respondents toa 2015 stakeholdersurvey stated that
they were satisfied with the PBO’s work but would ‘liketo see animprovementin
the timeliness of the PBO’s responses’ *” Interestin timelinessis likely to grow as

the demand for costings continues toincrease.

Timelinessisafactorinthe usefulness of information to the work of the
Parliament. In consultation, some parliamentarians noted that they would make

82 parliamenta ry Budget Office (2015b), p 4.
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more use of the PBO’s servicesif responses to costing requests were ableto be
providedinatimeliermanner. Others, relatively new to the Parliament, indicated
a general desire to make greater use of the PBO.

The 2011 Joint Select Committee onthe Parliamentary Budget Officerecognised
that PBO resource constraints were likely to be a key restriction on effectively
helpingtolevel the playingfield for policy costings. It noted that

[w]hile it is unrealistic to expect that the Parliament could be resourced
to match the level of research and expertise of Executive Government,
some of the disadvantages faced by non-government members in their
access to high quality analysis and advice on financial matterscan be
addressed.®?

The joint submission of the Departments of the Treasury and of Finance and
Deregulationto the Joint Select Committee on the Parliamentary Budget Office
stated that the preparation of costings during the 2010 election period ‘involved
the work of approximately 300 staff who currently work in costing-related areas’
and that ‘to be able torespondto these costingrequestsinatimely manner, the
PBO would require similar staffing levels’.?* The PBO, with a peak of around

50 staff during the 2016 election campaign, did not have anything close to this

85
level of resources.

The 2014 ANAO performance auditintothe PBO found that while stakeholders
generally acknowledged that the establishment of the PBO had gone a longway to
levelling the playingfield, some noted that,

as the government of the day has access to the public service, a totally
level playing field may never be possible and thatthere is an inherent
privilege of being in government.86

% Joint Select Committee on the Parliamenta ry Budget Office (2011), p 22.
* The Treasury and the Department of Financeand Deregulation (2011), p 10.
85 .
See Appendix D on PBO resources.
8 Australian National Audit Office (2014),p 88.
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While the time taken by the PBO to respond to individual costing requestsis
determined by anumber of factors — including the complexity of the costing, the
availability of information, and the PBO's workload at the time —the PBO’s overall
timelinessis primarily a function of the level and use of its resources. ?’

Undertaking policy costingsis recognised, by international bodies familiar with the
issues, to be a labour-intensive task.?® Thisisespeciallytrue for costings of policy
proposalsforthe firsttime, where there isalack of existing models and capability.
For all costings, the PBO’s practice is to make its best estimate of the timeframe
for respondingtoarequestat the outsetand provide timely updates to the
requestorif this timeframeis likely to be extended *’

The PBO has sought to improve timeliness by proactively seeking dataand models
from Government Departments and Agencies in anticipation of requests (avoiding
the needforduplication of effort), and working withthem toreduce the time
taken to obtain information needed for costing responses. *°

The key challenge forthe PBO’s timeliness remains respondingto the surge in
demandin peak periods such as the lead up to a general election. In 2016 this was
met by additional permanentrecruitmentinthe run up to the election. This will
be matched by a subsequentrundown in staffing.

Secondment arrangements with Government Departments and Agencies, such as
the Productivity Commission, the Treasury, the Department of Finance, the
Australian Taxation Office and the costingareasin other Departmentsand
Agencies, may help provide an additional, short-term and cost-effective source of
staff with policy and costing backgrounds to boostthe PBO’s costing capabilities
whenthe needis greatest. However, the numbers are notexpectedtobe large.

87 Parliamentary Budget Office (2014b).

8 Debrun et al (2013),p 35.

89 Parliamentary Budget Office (2014b).
*pa rliamentary Budget Office (2016a), p 15.
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Reciprocal secondment arrangements would be more likelyto be attractive to
Government Departments and Agencies than unilateral arrangements. Both
options help improve mutualunderstanding and staff development. However
reciprocal arrangements may not ease the PBO’s load during the run up to
elections.

More broadly, the PBO should continue to explore mechanisms within its resource
constraints, such as increased collaboration with Government Departments and
Agencies and the use of technology, toimprove the timeliness of its responses to
requests for costings, especially in peak periods.

Recommendation 3

The PBO should take action within its resource constraints to improve the
quality and timeliness of its responses to parliamentarians’ requests for policy
costings in peak periods, including:

a. enteringintosecondmentarrangements, including reciprocal arrangements,
with Government Departments and Agencies, and

b. exploring other mechanisms, such as usingtechnology to streamline the
costing process, and increasing collaboration with Government
Departments and Agencies on model development.
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4.  Accuracy of costings of policies, including election
commitments

A key goal in the establishment of the PBO was toimprove the accuracy of political
parties’ costings across the electoral cycle, including particularly the costings of
election commitments ahead of ageneral election.

Priorto the establishment of the PBO, there were examples where public
announcements of election policies by the then Opposition contained reference to
costings that included material errors.”* Subsequent debate focussed on errorsin
the costings ratherthan on the underlying policy. Some of the errors were
relatively easy to make when undertaken by analysts not familiar with the
complexities of budget costings.

Previousinquiries have found thatthe PBOis ‘well regarded as an authoritative,
trusted and independent source of budgetary and fiscal policy analysis’.”* This
reputation foraccuracy is apparent from the use of the PBO by all sides of politics.
Consultations forthis review showed that the PBO’s costings continue to be
regarded as professional, accurate and rigorous. They alsosuggested thatthe
PBQ’s costings are viewed as being of a similar quality to those produced by the
Departments of the Treasury and Finance.

The review panel examined several issues raised by stakeholders as areas where
there was the potential forthe PBO to improve the accuracy of costings of
proposalsand election commitments:

e independentexpertadvisory panelontechnical issues

e access to data and models from Government Departments and Agencies
e collaborative relationships with Government Departments and Agencies
¢ inclusion of economy-wide (second-round) effects in policy costings

e ex-postanalysis of costings, and

e PBO staff development and training.

1 Bowen (2015).
%2 pustralian National Audit Office (2013),p 18.
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Independent expert advisory panel on technical issues

The quality and credibility of PBO analysis would be enhanced by establishing an
independent external advisory panel that the PBO could consultas needed on
technical issuesin relation to policy costings as well as self-initiated research
reports.

Independent, expert feedback and advice on technical issues from outside the
organisation and the rest of Government may help provideawiderrange of
perspectivesandideas.

The CBO in the US, for example, has found it valuable to regularly meet and solicit
views from panels of widely recognized experts with avariety of areas of expertise.
The CBO benefits fromtheirunderstanding of cutting-edgeresearch and their
reviews of the agency’s publicwork.?® Inaddition, CBO’s analyticreports are
reviewed by outside experts before publication, when that is practical, and its cost
estimates often draw on consultation with such experts.’® The CPBin the
Netherlands draws on outside expertise by offering academicexperts one -year
appointments to participate as advisers to CPBresearch. The UK’s OBR draws on
outside expertisethrough an advisory panel comprised of leadingacademicand
fiscal experts who provide feedback on core publications andin theirindividual
areas of expertise.

An external advisory panel forthe PBO could build on the role that referees
currently playin reviewing self-initiated reports, potentially providing guidance
and advice on analysis atan earlierstage of research. This would help toimprove
the PBO’s analytical outputand ensure itis providing the most relevant
information to parliamentarians and the Parliament asa whole.

The external advisory panel could also help the PBO consider common issues
arisingin costings. This would provide auseful independent sounding board,
allowing it to make the most of external subject-specificexperts. The PBO could
consultwith the panel on general and particularly difficult analytical issues.

%% The CBO has a Panel of Economic Advisors and a Panel of Health Advisors. See
Congressional Budget Office (2016a) and Congressional Budget Office (2016b).
3 Congressional Budget Office (2016d).
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However, the panel should, underno circumstances, have access to, orinputinto,
any costing. The currentstrict safeguards would continueto apply to protect the
confidentiality of confidential costing requests and responses.

The existing governance structures of the PBO should remain unchanged. Itwould
needtobe clearthat the role of this panel would be to provide inputtothe PBO
when requested;itwould not be able to direct the PBO inany respect.

Membership of the PBO expert advisory panel needs toinclude aspectrum of
views, so as not to impinge upon the PBO’s non-partisan reputation.

Recommendation4

The PBO should establish a small, independent, expert advisory panel that it
could consult on cross-cutting issues associated with policy costings and fiscal
analysis. This advisory panel would not be provided with information on
confidential costings of parliamentarians and would have no directrole in their
preparation and provision.

Access to data and models from Government Departments
and Agencies

Timely access to data and costing modelsis essential to the PBO’s ability to
prepare policy costings consistent with the baselinebudget estimatesin the
timeframe most suitableto parliamentarians. Italsoensuresthatthere are no
unnecessary differences between PBO and Government costings. Any differences
should occur as a result of identifiably different assumptions/modelling decisions,
rather than from inadvertent differencesin datasources ormethodology. Access
to Governmentinformation has also helped the PBO to operate with fewer
resourcesthan were suggested as necessary by the Departments of the Treasury
and Finance priortoits establishment.”

%> The Treasury and the Department of Financeand Deregulation (2011),p 10. See
Appendix D on PBO resources.
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The PBO’s access to information from Government Departments and Agenciesis
covered by a non-legally binding MOU with Departments and Agencies.’® The
MOU has a pro-disclosure bias, and setsas a minimum benchmark the information
that Departments and Agencies would be required to release under Freedom of
Information (FOI) laws.”” The MOU also allows for confidentialinformation to be
providedtothe PBO subjectto caveats preventingits release to a third party.

In its 2014 report, the ANAO concluded that the PBO had received good
cooperation from Departments and Agencies, but had concerns around timeliness,
with over half of responses to requests being received late.”®

In its submission to the 2014 inquiry of the JCPAA, the PBO stated that the MOU
had generally worked well, with the PBO receiving the informationit needed,
albeitthatin many cases responses toinformation requests were received late .*
The JCPAA echoed these concerns on the timeliness of Department and Agency
responses and recommended that the Government ensure that Commonwealth
Departments and Agencies meet the timelinesin response toarequestfromthe
PBO as specified inthe MOU.'®

Since the ANAO and JCPAA investigationsin 2014, there has been a significant
improvementinthe timeliness of Departmentand Agency responses, with nearly

95 per cent of informationrequestsin 2015-16 received ontime, compared to
68 per centin 2014-15.""*

The PBO receives the informationitrequiresforpolicy costingsin nearly all
circumstances. The principal exceptions have been the detailed Contingency
Reserve information from the Department of Finance and access to the
Department of the Treasury’s revenue forecasting models.***

% parliamenta ry Budget Officer (2012). See Appendix C for more details onthe MOU.
%" Freedom of Information Act 1982.

%8 Australian National Audit Office (2014), p 27.

% pa rliamentary Budget Office (2014a), pp 3-4 and p 11.

190 j5int Committee of Public Accounts and Audit (2014a),p 22.

101 gee Appendix H for data on PBO information requests.

192 barliamenta ry Budget Office (2014c).
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Afterits 2014 inquiry, the JCPAA recommended that the PBO be provided with
details of the individual components of the Contingency Reserve.'” The
Governmentdid notaccept thisrecommendation, citing the sensitivity of some
information and the potential harmtothe Commonwealth’s interests, as well as to
national security, to exempt this information from release or disclosure.**

The PBO has previously advised the JCPAA that the Treasury has declined to
provide its revenue forecasting models to the PBO, instead providingthe PBO with
information on the methodology used to forecast revenue.'®® Without access to
Treasury’srevenue forecasting models thereis arisk that the PBO’s costings would
be prepared usinginformation and assumptions that are inconsistent with those
underpinning the budget baseline estimates. Moreover, not havingthese models
doeshamperthe PBO’s ability to undertake medium term fiscal sustainability
analysis, due tothe level of additional resources required to replicate the revenue
estimates.

The accuracy of PBO costings has only on rare occasions been affected by lack of
access to the Contingency Reserve, revenue forecasting models, and other
information fromthe Government, although these differences have attimeshada
high profile.'® Inthe light of this, and the continued Government sensitivity on
the subject, the review concluded itis not worth further pursuingthe issue atthis

time, butit should continue to be monitored by the JCPAA.

The ready access to information by the PBO reflects the cooperative,
non-adversarial nature of the relationship between the PBO and Government
Departmentsand Agencies. There islittle, if any, scope toimprove the
performance of the PBO by furtherimprovementsin the timeliness of responses
from Government Departmentsand Agencies.

While there may be a sound conceptual argumentinfavourof the PBO havinga
legislative right to information,'®” experience to date with the MOU suggests that
its absence has not had a significantadverseimpact on the PBO’s operations.'%®

193 Joint Committee of Public Accounts and Audit (2014a),p 30.

19 Australian Government (2015).

195 |etter of 15 September 2014.

106 Parliamentary Budget Office (2014a),p 13.

197 Australian National Audit Office (2014), p 28. See alsoTableAlin Appendix A.

198 Australian National Audit Office (2014), p 28; Parliamentary Budget Office (2014a).
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Moreover, international experience suggests thatinserting alegislative
requirementto provide information could risk turning the PBO’s relationship with
Departments and Agencies into an adversarial ratherthan a collaborative one.'”

Accessto information should, however, be regularly monitored by the JCPAA so
that remedial steps can be takeninthe seemingly unlikely event thatthe PBO’s
currentgood access to information deteriorates.

Recommendation 5

The PBO should ensure that the JCPAA s provided with sufficient datato allow
it to regularly monitorthe provision of information to the PBO through the
Memorandum of Understanding.

Collaborative relationship with Government Departments and
Agencies

Consultations with stakeholders indicated that to date the PBO has already
established good collaborations with the Departments of the Treasury and
Finance. Buildingonthis, and the PBO’s involvementin technical discussions with
some Government Departments and Agencies (such as the Interdepartmental
Household Modelling Group), would help to improve the consistency and quality
of policy costings generally. Thiscouldinclude greater collaboration atthe early
stages of model development, although this should notimpinge upon the
confidentiality of costing requests, or Departments and Agencies’ reasonable
concerns about the sensitivity of budget and related estimates.

One area where the PBO could improve the accuracy of costings would be to work
more closely with Government Departments and Agencies to understand the
compositionanddrivers of baseline budget estimates, allowingitto have greater
certainty about the marginal impact of a proposal onthe budget, and increase the
efficiency of the costing process.

109 See, for example, the experience of the Canadian Parliamentary Budget Office (Page and
Yalkin (2013), pp 172-3) and the Hungarian Fiscal Council (Kopits and Romhanyi (2013),
p 219).
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As notedinthe ANAO performance audit of the PBO, providing Government
Departments and Agencies with sufficient contextin relationtoitsinformation
requests (whilst maintaining client confidentiality) helps them to provide the PBO
with the mostrelevantinformationinatimely manner.'*® Ensuringthat this
practice continuesand improves would enablethe PBO to more effectively
leverage the resources and expertise within the bureaucracy.

Recommendation 6

The PBO should continue to work collaboratively with Government
Departments and Agencies oninformation requests and model development,
consistent with maintaining the confidentiality of parliamentarians’ policy
proposals. The PBO should ensure that it includes sufficient context to enable
the provision of the most appropriate informationin response.

Inclusion of economy-wide (second-round) effects in costings

Wherever possible, PBO costings will take into account the direct ‘impactofa
change in policy onthe behaviour of certain groups, where thisimpacts onthe cost
of ameasure’."** However, consistent with the Charter of Budget Honesty Policy
Costing Guidelines, the PBO does not generally include broader economic, or

second-round, effects in policy costings.'"?

The Post-election Reporton election
commitments does notinclude either quantitative or qualitative broader economic
analysis of the election platforms that parliamentary parties take toageneral

election.'”

During consultations forthis review, several stakeholders suggested that the PBO
should include economy-wide effects in policy costings. They noted in particular
that, where apolicy proposal’s key rationaleis toincrease the level of economic
activity (whetherthrough increased employment, investment or productivity), not
including these broader economic effects in costing estimates risked presenting a
misleadingimpact of the policy proposal on the budget.

19 Australian National Audit Office (2014), p 21.

" Secretaries to the Treasury and the Department of Finance(2016),p 6.
12 ecretaries to the Treasury and the Department of Finance(2016),p 7.
1 Parliamentary Budget Office (2014d).
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There is an established international precedent for this approach, with the CBOin
the United States required, as of 2015, to include ‘dynamicscoring’
(economy-wide effects)for proposals with agross budgetary effect of over

114
In

0.25 per cent of Gross DomesticProductinanyyear overthe nexttenyears.
Australia, thiswould translate, in 2016-17, to a gross budgetary effect of over

SA4 billion.

The uncertaintiesinvolved with including economy-wide effects are
well-documented.”™ Inaddition to uncertainties surrounding the impacts of any
policy proposal on growth, productivity, investment oremployment, there are
those associated with macroeconomicforecasting. Varyingestimates of economic
growth, for example, will have correspondingly wide ranges of revenue projections
arisingfrom a proposed tax reform. Inadvertent erroneous assumptions would
expose the PBO to major inaccuracy and could give rise to perceptions of
partisanship.

The Charter of Budget Honesty Policy Costing Guidelines note that broader
economiceffects have only beenincludedin costingsinthe rare cases where
broad-based packages were expected to produce unambiguous benefits for the
whole economy that were likely to be measurable overthe forward estimates.**

Thereisno needtochange the PBO’s current practice. Exceptfor these rare cases,
the uncertaintiesinvolved in estimates of broader economiceffects (both in timing
and magnitude), along with the limited value of partial estimates, means that it
would not be meaningful to require the PBO to include quantitative estimates of
broadereconomiceffectsin costings orthe Post-election Report of election
commitments.

Ex-post analysis of costings

The PBO endeavoursto produce costings that are objective and of high quality.
This would be assisted by including a practice of formally reviewing selected PBO
costing estimates where the proposals are implemented and the budgetimpactis
able to be determined.

1 Congressional Budget Office (2015).
s See, for example, Adam and Bozio (2009) and Vande Water and Huang (2015).
1® Secretaries to the Treasury and the Department of Finance(2016),p 7.
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In its baseline budget projections, the CBO includes an analysis of changes from
previous projections. These changes are categorized as the result of new
legislation, the result of changesin economicconditions and the economicoutlook

117

or the result of changesin otherfactors.”™" The CBO regularly publishes
comparisons of its economic projections with those of otherforecasters. When,
for example, spendingonagovernment programis higherorlowerthan the CBO
had expected afteralegislative change, itis not always apparent whetherthe error
can be attributed to the baseline orthe CBO’s estimate of the effects of new
legislation. By examiningany errorsinits projections, reviewing dataon spending
patternsforfederal programs, and consulting with outside experts on those
programs, the CBO can improve its estimating methodology.118

Ex-postanalysis of costings is complex, with significant conceptualand technical
challengesinisolating the impact of a proposal and/orthe reasons for any
variationfroman initial estimate. Nevertheless, the PBO could help improve the
accuracy of its costings by conducting aregular, ex-postanalysis of alimited
selection of its policy costing estimates, comparing them with actual outcomes and
identifyingareas forimprovement. Conductingareview of selected PBO estimates
and expertise will reduce the risk of the PBO unwittingly committing systematic
errors. Advisingthe JCPAA of the outcome is consistent with the best budget

transparency.

Recommendation7

The PBO should periodically conduct an ex-post analysis of a limited selection of
its policy costing estimates, to help identify areas for improvementin future
costings, and report the results to the JCPAA.

1 Congressional Budget Office (2016c).
118 Congressional Budget Office (2016c).
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PBO staff development and training

The OECD principlesforgood practice in IFIsemphasise the importance of
technical competence of the staff and leadership of the IFI.***

When the PBO was initially established, it was largely staffed through secondments
of officials from the Departments of the Treasury and Finance with abackgroundin
policy costings.

Subsequently, the PBO has had to place a strongeremphasis on buildingits
capabilityin policy costings and budget analysisinternally. The PBO has also
conductedits ownrecruitment, increasingly attracting high quality applicants from
both within and outside the Australian PublicService.'*

Nevertheless, costing work is recognised to be highly specialised. As noted by the
JointSelect Committee on the Parliamentary Budget Office, ‘costings work
generally requires high level skills, technical knowledge and data, the application
of professional judgement and specialised economicmodels’.*?" The PBO has
therefore needed to devote considerableresources to training new staff. Thisis
essential to achievingits outcomes and should be furtherencouraged.

Reciprocal secondments (recommendation 3) and regular technical discussions
with Government Departments and Agencies (recommendation 6) will also help to
improve the modelling capability of staff and soimprove the accuracy of costings
of proposals and election commitments.

"% 0ECD Principles 4 and 8. See Table Al in Appendix A for the full listof OECD principles.
120 Experience working with the PBO is alsoregarded as valuable by other institutions.

21 Joint Select Committee on the Parliamenta ry Budget Office (2011), p 39. See alsoThe
Treasury and the Department of Financeand Deregulation (2011), p 10.
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5. Transparency and public understanding of budget
and fiscal policy settings

The PBO’s primary mechanism forincreasing transparency and public
understanding of budgetand fiscal policy settings is throughiits self-initiated
research program.

Section 64E of the Parliamentary Service Act 1999 requiresthe Parliamentary
Budget Officerto ‘conduct, on his or herown initiative ...research on and analysis
of the budget andfiscal policy settings’. Thisistoinclude research conductedin
anticipation of requests relating to policy costing and budget analysis. >

The PBO has published anumber of self-initiated reports that have expanded the
information availableto the public, and helped produce greater budget
transparency (includingin the Budget papers).*** These includereports:

e focusingonthe medium-term fiscal outlook

e designedtoenhance publicunderstanding of the Budget, eitherthrough
detailed analysis of particularareas of the Budget, or by increasing
understanding of government accounting practices, and

e providingestimates on the extent of unlegislated measures included in budget
estimates.

The PBO has soughtto inform, ratherthan directly participate in, the publicpolicy
debate. Inthe 2014 ANAOreport, stakeholders agreed thatthe PBO’s work had
“facilitated amore informed publicdebate about budgetary matters’.*** In
response, the JCPAA agreed that the PBO ‘is providing high-quality advice inan
impartial manner’ and ‘strengthening informed publicdebate’.’*® Our
consultations with stakeholders confirmed that the PBO is widely regarded as
independentand non-partisan, with areputation for professional and rigorous

analysisandthat its analytical work added to the publicpolicy debate.

122 Parliamentary Service Act 1999, s. 64E.

123 See Appendix F for details of the PBO’s self-initiated reports.

124 pustralian National Audit Office(2014),p 18.

125 Joint Committee of Public Accounts and Audit (2014a),pp 15 and 46.
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Our consultations suggested that the publication of the work plan of proposed
self-initiated reports has also contributed to the PBO’s reports being seen as
objective and without a partisan agendabehind them. Thisis perhaps helped
because the PBOis relianton others to spread awareness of its work.

Wider consultation on self-initiated research work plan

The PBO isrequired by its legislation to consult with the JCPAAinthe preparation
of itsannual work plan.**® This is currently done by providing the JCPAA with a
draft of the work plan before publication. The PBOis not required to provide a

detailed explanation of its choice of self-initiated research topics.

While the choice of reports undertaken must remain a matterforthe
Parliamentary Budget Officer, thereis scope fora greaterlevel of (formal and
informal) engagement with the target audience on the topics and form of PBO
reports.

The consultation process would benefit from, for example, aspecificannual
presentation by the PBO to the JCPAA on the elements of its proposed
self-initiated research program, providing a broad outline and rationale forthe
planned research reports.

Consultation could also be expanded to include talking with (or seeking input from)
relevant parliamentary committee chairs, deputy chairsand/or secretaries, and
some parliamentarians and their staff. Inthe US, for example, most CBO analytic
reports are written at the request of the Chairman or Ranking Member of a
committee or subcommittee, or at the request of the leadership of either partyin

the House or Senate.'”’

The PBO couldfirstly considerapproaching for
consultation those committees whose inquiries it has previously made submissions

to, namely:

e theSenate Select Committee on Health

e the House of Representatives Standing Committee on Economics

e the House of Representatives Standing Committee on Tax and Revenue, and
e theSenate Standing Committee on Legal and Constitutional Affairs.

126 Parliamentary Service Act 1999,s. 64Q.
127 Congressional Budget Office (2016e).
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Broadeningthe consultation base would also help generate ideas forresearch and
helpthe PBOtailoritsresearchto topics of interesttothe Parliament.

Finally, amore interactive consultation process would promoteincreased
awareness among parliamentarians of the PBO’s self-initiated reports and their
link to costing work. Thiswould add greater contextand credibility to policy
costings, may enhance theirtimeliness, and could strengthen the level of
understandingand supportforthe PBO’s self-initiated work among
parliamentarians. Stakeholder consultation confirmsthat parliamentarians place a
very high value on PBO costing work, but place much lessimportance on
self-initiated reports, particularly where they do not have a clearlink to costing
activities. Incontrast, non-parliamentary, non-Government stakeholders place a
highervalue onthe self-initiated reports.

Evolution of the PBO’s activities

Notonlyare IFIsvariedin theirorganisational structure, mandate, staffingand
degree of media engagement, buttheirrole tends to evolve overtime as they
build a reputation for objective, independent analysis. Thisreview has examined
the experience of comparable international institutions and consulted with awide
variety of stakeholdersto help inform suggestions as to how the PBO might evolve
as it builds upon the foundations it has established.**®

Unlike most IFls, the PBO’s legislation prevents it from producingindependent
economicorfiscal forecasts. The review panel concluded thatthere was noneed
at thistime to change the forecasting arrangements.

Some stakeholders considered that the PBO reports providing detailed
medium-term (the budget year plustenyears) fiscal projections and sensitivity
analysis to be the most valuable of the self-initiated research reports. These
reports are perceivedto be balanced, well-informed and particularly helpful when
focusingon areas that the PBO can add value. More generally, stakeholders
placed value onthose reportsthat focused on areas where the PBO has a
comparative advantage.

128 See Appendix Afor aninternational comparisonand Appendix G for a stakeholder
consultation list.
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Otherstakeholders were unaware of the PBO’s self-initiated reports, even those
with close interestsin fiscal sustainability issues. This could reflect the factthat
the PBO issstill a relatively ‘young’ organisation and without directinvolvementin
the publicpolicy debate.

The PBO’s 2016-17 Work Planincludes proposed annual publications on
medium-term projections of receipts and payments (including sensitivity analysis)
followingthe budget, with tables of updated projections proposed to be published
following mid-yearfiscal updates.'*® The Work Plan also includes proposals to
publish reports on key underlying drivers of the budget, namely the impact of the
ageing population on government spendingoverthe longterm, aswell as
medium-term projections of spending on the Pharmaceutical Benefits Scheme, the
Disability Support Pension and the Age Pension.'*°

The demand for policy costings and budget analysesis expected to moderate in
the period afterthe election, permitting the PBO to allocate more resources to the
self-initiated research program and to the development and maintenance of the
PBO’s financial models and data bases. ***

nextelection grows nearer.

It will, however, pick up againasthe

As mentioned earlier, the evolution of the PBO’s activities will depend on avariety
of factorsas it builds areputation forobjectiveindependent analysis. Thereisno
one, ideal pathforthe PBO to follow (a pointemphasised by the different
evolutionary paths followed by the more mature IFls), and much of the evolution
will be shaped by factors external to the PBO.

That said, the review panel concluded that there was value in suggesting a possible
path forthe Parliamentary Budget Officer to consider, reflecting both the PBO’s
comparative advantage and the focus of the Australian publicpolicy debate. In
doingso, it was well aware of the independence of the Parliamentary Budget
Officerand his/herrole in determining the direction of the PBO. It wasalso aware
of the PBO’s resource constraints and the path is accordingly a staged one that
places modestdemands onthe PBO.

129 parliamenta ry Budget Office (2016a), p 4.
130 parliamenta ry Budget Office (2016a), p 4.
131 Parliamentary Budget Office (2016a), p 3.
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The evolution of the PBO’s activities should follow athree -step process. First, the
PBO should continue to build on its medium-term fiscal sustainability work,
providingregularand focused updates of the long-term impact of policy decisions
and changesineconomicparameters.

Secondly, the PBO should build its capacity to analyse underlying drivers of the
budgetoverthe longerterm (including demographicanalysis). Long-term fiscal
sustainability analysisis akey function of most IFls, with many comparable
institutions publishing regular fiscal sustainability reports. The PBO currently
devotes asubstantially lower proportion of its resources to these analyses than
otherlFls.

Finally, asthe PBO’s longer-term analyticability develops, it would be well
positioned to take responsibility forthe next Intergenerational Report (IGR),
scheduled for 2020, should the Government of the day decide to transferitto the
PBO. ThelGR, currently published by the Government every five years, assesses
the long-term sustainability of current Government policies by analysing the key
drivers of economicgrowth —population, participation and productivity.
Transferring responsibility to the independent PBO would help to ensure that the
IGR is perceived to be anon-partisan report.

Recommendation 8

To improve the relevance of its self-initiated work, the PBO should:

a. developdeeperandbroader consultation with the JCPAA and other
parliamentary committees

b. align more closelyits self-initiated work with, and help build the capacity
of, PBO costing work, and

c. considera possible evolution of its self-initiated work program by:

i. expandingits existing focus on medium-term fiscal sustainability
issues

ii. buildingits capacity to analyse underlying drivers of the budget over
the longerterm, including, but not limited to, demographicanalysis,
and

iii. ensuringit has the capacity to furtherdevelop its longer-term analytic
ability to allow consideration to be given to transferring responsibility
for the nextIntergenerational Report (scheduled for2020) to the PBO.
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Increasing public understanding of the costing process

An important mechanism of protecting the independent, non-partisan, reputation
of the PBOiis to ensure thatthe methods by which its costings are prepared are
transparentand understandable.'*?

The PBO website provides summary descriptions of methodologies and technical
assumptions usedin costings and links to data underlying charts in published
researchreports. The CBO in the United States publishes, onits website, dataand
technical information as background for some reports. Interestin thisinformation
is, however, likely to be confined to expertsinthe field(s).

The Charter of Budget Honesty Policy Costing Guidelines outlines the processes to
be followed by the Treasury, the Department of Finance and the PBO for preparing
policy costings.'** Itincludes guidelines on costing variables and assumptions, and
the process for election costings. These guidelines, along with pro-formafor
election commitment costing requests and publicrelease, are publicly available on
the Department of Finance and Treasury websites. The PBO has published
guidance specifically aimed at Senators and Members on policy costing
procedures, information requirements and methodology (including conventions
for the preparation of costings).***

However, noinformationis currentlypublished by the PBO fora general,
non-technical audience explaining the policy costings process. The levelof public
understanding of the budget papers and the work of the PBO would be enhanced
if the PBO published non-technical information explainingits approach to policy
costings. Thisapproach would permitamore transparent assessment of the
methodology, increasing publicawareness and understanding of the costing
process.

Recommendation 9

The PBO should more fully explain the methodology underlying the policy
costing process, includingin a non-technical fashion.

132 Anderson (2015).
133 Secretaries to the Treasury and the Department of Finance(2016).
3 parliamenta ry Budget Office (2014b).
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Public release of confidential PBO costing response
documents

The ability of parliamentarians —the primary clients of the PBO — to submit policy
costings to the PBO which are treated confidentially,is essential. It permits
iterative policy development and has the potential toimprove the policy debate. ***
Accordingly, the PBO’s legislation provides strict protection for confidentiality
around parliamentarians’ costing requests. Parliamentarians control the release of
theirinformation, with the PBO only able to comment on confidential requests
where itis satisfied that the publicinterest requires clarification of a matter.**°
determining whetheritis necessary to make a clarifying statementthe PBO
considers whetherits response has been materially misrepresented.

In

This strict confidentiality around costings was deliberately established to
encourage use of the PBO and to avoid the suggestions of partisanship that might
arise if the PBO was responsible forreleasing costinginformation. Any risktothe
confidentiality of arequest would be likely to affect the willingness of a
parliamentarianto use the PBO. Parliamentarians have confirmed that
‘confidentiality strengthens the PBO’s capacity to provide assistance to parliament;
allows costingsto occur ina considered manner; and subsequently improves the

»137

policy debate. Parliamentarians consultedin relation to this review reiterated

the critical value of confidentiality, unless requested otherwise.

The question of whether a confidential costing response document should remain
confidentialwhen a parliamentarian makes a policy announcement thatincludes
reference tothe PBO’s estimates from the costing, thereby drawing explicitly on
the PBO’s reputation, islessclear.

Where a parliamentarian’s policy announcementincludes referenceto the
underlying PBO costing estimates, best practice in budgettransparency would be
for the parliamentarianto also publish, in full, the associated PBO costing response
document. With details of any data limitations and costing assumptions made
transparent, this would permit more informed commentary on the policy proposal.
In practice, however, parliamentarians do not often publish PBO costing response
documents.

3% Australian National Audit Office (2014), p 21.
136Par/iamentary Service Act 1999,ss.64H and 64V.
137 pustralian National Audit Office(2014),p 73.
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On the otherhand, strict confidentiality has successfully encouraged use of the
PBO’s costing processes and any watering down of that may reduce usage to the
possible detriment of the publicpolicy debate. Italso may encourage release of
information only when it makes little contribution to the debate, defeating the
purpose of the possible change. Finally, PBO costing response documents
necessarily and typically contain more detailed information than measure
descriptionsin the Budget papers because they serve abroader purpose.
Requiringthe underlying costing documents to be published, whenreference toa
set of estimatesis made public, is thereforelikely to tilt the playing field again.

While the review paneldecided, on balance, nottorecommend any changeinthe
currentstrict confidentiality surrounding costings and costing documents, itis
appropriate to make more transparent the extentto which parties and
parliamentarians publicly draw on the PBO’s reputation but do not release its
costing response documents. This might give some encouragementto
parliamentarians to voluntarily release costings, and inturn, would resultin more
informed publicdebate without compromising confidentiality. Accordingly, the
PBO should publish regular dataon the number of policy announcements made
with reference to PBO costings, and whether ornot, and when, the underlying PBO
costingresponse documentwas released by the party or parliamentarian
concerned.

Recommendation 10

The PBO should publish regular data on the number of policy announcements
made with reference to PBO costings, and whetheror not, and when, the
underlying PBO costing response document was released by the party or
parliamentarian concerned.
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Increasing the value of the Post-election Report

The PBO’s legislation requires the publication of a Post-election Report setting out
the financial impact of the election commitments of political parties with five or
more parliamentarians within 30 days of the end of the caretaker period following
ageneral election.”® The PBO produced Post-election Reportsin October 2013
and August2016."* Including attachments, the 2016 Post-election Report was a
substantial body of work of over 900 pages.

Many stakeholders werenot aware of the Post-election Report’s existence. Others
noted that, while aworthy document (and a potentially valuable resource for
commentators and academics), both the 2013 and 2016 Post-election Reports
received little mediaand publicattention, and had virtually noimpactonthe
publicpolicy debate relative to the amount of work putinto their publication.

Some stakeholders considered that this reflected the timing of the Post-Election
Report: itisreleased afterageneral election but usually before parliamentary
sittings resume, atatime wheninterestin the detail of commitments (apartfrom
the Government’s) made inthe runupto the electionisata verylow ebb. Some
also noted that there was little new informationin the Post-election Report, as
neitherthe 2013 nor the 2016 Reports showed material differences with the
budgetimpact statements released by the parties priorto the election.

A few stakeholders argued that the existence of the Post-election Report served as
a source of fiscal discipline on parliamentary partiesinthe election. Nevertheless,
there was general agreement that the Post-election Report of election
commitments was not as useful for publicpolicy debate as it might be.

In its 2014 report, the JCPAA recommended that the analysisinthe Post-election
Report be extendedtoinclude, where possible, ten-year medium-term projections
of the budgetimpact of election commitments."*® This recommendation was
noted by the Government, but no furtheraction was taken.

138 sections 64MA, 64MAA, 64MB and 64MC of the Parliamentary Service Act 1999 set out
the requirements for the Post-election Report. See Australian Government (2016a).

139 Parliamentary Budget Office (2013) and Parliamentary Budget Office (2016c).

149 15int Committee of Public Accounts and Audit (2014a), Recommendation 8, p xiv.
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Consistentwiththe Charter of Budget Honesty Costing Guidelines, the 2016

Post-election Reportincluded costing estimates forup to ten years for policies

where the impact differed ‘significantly’ from that overthe forward estimates
. 141

period.

In orderto provide a more accurate representation of the budgetimpact of
election commitments—andto reflectanincreasing focus on fiscal sustainability —
the Post-election Report could include the financial impact overthe medium term
of major policy proposals. Thiswould help to avoid election commitments being
framed so that the full ongoing budgetimpactis notapparent until beyond the
forward estimates period.

It isgenerally agreed that costing estimates become more uncertainthe further
intothe future the estimates are projected. There is, however, evidence to
suggest thatlong-term projections are valuable, even though they may not be as
reliable as those for shorter periods.*** Signs and orders of magnitude are still
useful, and longerterm projections are able to identify the driving forces of future
fiscal positions.

Section 64MA of the Parliamentary Service Act 1999 only requires analysis (of both
individual election commitments and theirtotal combined impact) in the
Post-election Reportinthe forward estimate years. Howeverthe PBO should
extenditsanalysisinthe Post-election Report toinclude (in additionto the
forward estimates period) the financial impact over the medium term of the top
ten policy proposals by dollarvalue*** and any proposal with animpact of over

$1 billioninayear.***
does, the medium-term impact of proposals with asignificantly differentimpact
beyond the forward estimates. Inaddition, estimates of the medium-term

The Post-election Reportshould alsoinclude, asit currently

financial impact of the overall election platform for each parliamentary party
should be included.

11 Secretaries to the Treasury and the Department of Finance(2016),p 5.

142 See, for example, Penner (2016).

143 Analysis of 2016 election commitments shows that the top ten policy proposals would
accountfor atleast50 per cent of the total gross financialimpact.

** This would ca pture any sizeablepolicies notalready amongthe top ten.
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Recommendation 11

The Post-election Report of election commitments should include the financial
impact over the medium term (in addition to the forward estimates period) of:
i. the top ten policy proposals by dollarvalue
ii. any proposal with an impact of over $1 billionin a year

iii. proposals with a materially differentimpact beyond the forward
estimates, and

iv. the overall election platform for each political party.

The Parliamentary Service Act 1999 requires publication of the Post-election
Report before the end of 30 days after the end of the caretaker period fora
general election.’® Toenhance the visibility of the Post-election Report, the
Parliamentary Service Act 1999 should be amended to delay publication of the
Post-election Report until nearerto orat the resumption of parliamentary sittings
following ageneral election.'*®

The Post-election Report may consequently register more widely as anindicator of
a parliamentary party’s —and the Government’s —fiscal discipline in the context of
its election platform. Thisdelayin publicationis also expected to accommodate
the additional work required toinclude the financial impact overthe mediumterm
of selected measures and the potential inclusion of election commitments of
parliamentary political parties with fewerthan five Members or Senatorsin the
Post-election Report (recommendation 13).

Recommendation 12

The timing of the publication of the Post-election Report of election
commitments should be delayed to the later of the first sitting day of
Parliamentfollowing a general election or 30 days after the return of the writs
from a general election.

145 Parliamentary Service Act 1999,s. 64MA.
146 .
See Appendix I.
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At present, the Post-election Report only contains the budgetimpacts of the
election commitments of parties with atleast five Members orSenatorsinthe
Parliament.**” However, minor parties and independent members now play a
prominentrole on some budget-relatedissues. Toreflectthis, parties with fewer
than five Members or Senators should be given the option to have the financial
impact of theirelection commitmentsincludedin the Post-election Report.

This proposal is similarto the practice of the CPB in the Netherlands, which
publishes a party’s consolidated pre-election platform costings if that party
requestsit, regardless of the size of membership. In Australia, this may resultinan
increased expectation for minor parties to fully articulate their policy platforms,
which should enable more informed policy discussions, albeit at the cost of an
increase indemand for PBO costing services.

Recommendation 13

The PBO should provide parliamentary political parties with fewer than five
Members or Senators the option to have the financial impact of their election
commitmentsincludedinthe PBO’s Post-election Report of election
commitments.

Budget chart packs

The PBO currently publishes chart packs — graphical summaries of the key drivers
of the Government’s economicand fiscal statements and the policy decisions
underpinningthem —following each budget update (after the Budgetand the
Mid-year Economicand Fiscal Outlook).**®

In consultation, many stakeholders reported that they found these chart packs to
be of limited benefit, as they are primarily based on publicly-availableinformation
inthe economicandfiscal statements. Inthe presence of increasing demands on
resources, the PBO should re-assess the decision to publish thesereports.

Recommendation 14

The PBO should consider the value of continuing to publish the chart pack
following each fiscal update.

147 Parliamentary Service Act 1999,s. 64MA.
148 See Appendix F for details of the PBO’s self-initiated reports.
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6. Resources and governance

PBO funding to date

The PBO receives an annual appropriation of around $7 million and an additional
appropriation of approximately $0.5 millionin election years.**® The PBO was also
provided with a one-off special appropriation of $6 million on its establishment.**°
As at 30 June 2016, the closing balance of this special appropriation was estimated
to be justunder S5 million with approximately S1 million havingbeen drawn down
overthe period 2013-14 to 2015-16.""

The PBO has been able to operate primarily within its ongoing appropriation tothe
end of 2015-16, only drawing down oniits special appropriation to meet some of
the capital costs associated with its establishment. Given the growingdemand for
its services to date, and likely growth inthe next few years, thisis unlikely to
continue.

Projected PBO funding

The PBO has provided the JCPAA with draft estimates of its funding to 2020-21."*
The PBO projectsthat itwill be required to draw-down fromits special
appropriationin 2016-17, due to increasing demand for costingwork and budget
analyses, the impact of the temporary build-up of staff ahead of the July 2016
election and the cumulative impact of efficiency dividend reductions onthe PBO’s
annual appropriations.’> Inreal terms, the PBO’s ongoing appropriation is
projectedtodecline by around 16 per cent overthe period 2013-14 to 2020-21.

Draw-downs fromthe special appropriation are projected to continue in 2017-18
and lateryears to maintain anticipated work levels and the established pattern of
staff levels throughout the nextelectoral cycle. By the end of the 2017-18 Budget
forward estimates periodin 2020-21, over 14 per cent of the PBO’s costs would be
being met from draw-downs of the special appropriation.**

149 Parliamentary Service Act 1999,s. 64D.

130 gee Appendix D for more detail on PBO resource estimates.
131 Parliamentary Budget Office (2016a), p 25.

132 gee Appendix D on PBO resources.

>3 parliamenta ry Budget Office (2016a),p 8.

>* |nformation provided by the PBO.
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On current projections, the specialappropriation will be exhausted by the end of
2020-21. This deadline may be able to be postponed by reducingthe PBO’s costs
and/oractivities, and the review panel has made some recommendations to that
end. However, even with those economies, itis very likely that, at some pointin
the life of the next Parliament, parliamentarians and the then Government will
face a choice of either providing additional resources to the PBO or seeinga
significationreductioninits activities. Those undertakingthe nextindependent
review of the PBO, which may be requested by the JCPAA afterthe nextelection,
will needto be particularly mindful of thatissue.

The PBO should, tothe greatest extent possible, seekto meet demand forits
serviceswithinits currentbudget. Inthe firstinstance, the onusisonthe PBOto
demonstrate thatitis:

e settingpriorities effectively, ie meeting the needs of parliamentarians, and
reducing activities that have a low parliamentary priority, and

e operatingefficiently, ie undertaking its activities in the most cost-effective
manner possible.

OECD guidance onthe governance of IFls notes the importance of ensuring that
resources foran IFl are commensurate with its mandate.™> Onthe current

trajectory, thatis unlikely to be the case for the PBO after 2020-21.

The recommendationsin thisreportare consistent with the PBO meetingthe
demandforits services from withinits existingbudget and several include
reducing PBO activities and costs. To the extentthatthere are additional functions
proposedinthe recommendations, the costs are minimal and these are intended
to be undertaken within the current resources framework.

As part of its oversightrole, the JCPAAmay request the Parliamentary Budget
Officertosubmitdraft estimatesforthe PBO fora financial yearbefore the budget
for that financial year."”® Itisalso required to considerthe resources of the PBO,

including ‘funding, staff and information technology’."’

%% See Table Al in Appendix A for a listofthe OECD principles for IFls.
136 Parliamentary Service Act 1999,s. 64R.
157 Parliamentary Service Act 1999, s. 64S.
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To enable the JCPAA to monitor the volume and quality of the PBO’s outputs, it
should be regularly provided with sufficient information on the PBO’s workload,
resource requirements and operating efficiency. Thiswillhelpthe JCPAAassess
any future claimed need forincreased resources.

Recommendation 15

The PBO should ensure that the JCPAA s regularly provided with sufficient
information on the PBO’s workload, resource requirements and efficiency, to
enable the JCPAA to monitor theirimpact on the level and timeliness of the
PBO’s outputs.

Stakeholder survey

In May 2015, the PBO commissioned ORIMA Research to conduct a survey of its
stakeholders, including Parliamentarians and their staff, aselect number of key
independentanalysts and some mediarepresentatives. While responses were
received from the offices of only 20 per cent of parliamentarians, 86 per cent of
respondentsindicated thatthey were either satisfied or very satisfied with the
workand the role of the PBO."®

The PBO’s 2015-16 Annual Report noted that the survey was not repeatedin
2015-16 as it was a transitional yearforthe new performance statement
requirements of the Public Governance, Performance and Accountability

Act 2013.° Instead, it stated that ‘the PBO will reassess how it can enhance
mechanismsto gatherfeedback from key stakeholdersin 2016-17 buildingon the
initial survey’.*®®

The ANAO conducts several stakeholder surveys, including a Survey of
Parliamentarians which is undertaken once in each Parliament, approximately

18 monthsintoa new Parliament."®* The surveyisused (amongotherthings) to
gauge how satisfied parliamentarians are with ANAO services and the assurance
provided by ANAO audit opinionsissuedinrelation tofinancial statements. Thisis
a valued guidance tool forthe ANAO.

8 parliamenta ry Budget Office(2015b), p 20.
%9 parliamenta ry Budget Office (2016a).

180 parliamenta ry Budget Office (2016a), p 24.
181 australian National Audit Office (2016).
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Good practice in IFI governance includes developing effective communication
channels with stakeholders.*®* Parliamentarians are the key stakeholders of the
PBO and withoutat least one regular update on theirviews of the PBO and its
outputitishard to develop an effectivework program or claimto be meeting
stakeholder needs. Consistent with ANAO and international best practice, the PBO
should repeatits survey of stakeholders once in each Parliament.

Recommendation 16

The PBO should conduct a survey once in each term of Parliamentto get
feedback on its performance from its stakeholders.

182 see Principle21inTableAl, Appendix A.
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Appendix A - International comparison and the
Australian PBO

International best practice principles

The Organisation for Economic Co-operation and Development (OECD) defines
independent fiscal institutions (IFls) as ‘independent publicinstitutions with a
mandate to critically assess, and in some cases provide non-partisan advice on,
fiscal policy and performance.”*®®

The OECD notesthat IFls are a heterogeneous group, reflecting both the diverse
political and institutional circumstances prevailing at their establishment and the
different rationale for adoption across countries. *** Similarly, the International
Monetary Fund (IMF) notes that:

a fairly broad definition of fiscal councils is required to accommodate the
wide range of institutions considered as such in the literature. Unlike
central banks which have fairly uniform goals and instruments across
countries, the objectives, tasks and institutional form of fiscal councils
depend on the causes and manifestations of the bias affecting fiscal
policy and, given the deeply political nature of fiscal policy, on the
particulars of the political system.165

Unsurprisingly, IFls vary considerablyin theirrole, governance provisions, breadth
of mandate and functions, leadership and staff, and budget. **°

Notwithstanding this diversity, the OECD has developed guidance onissues to
considerinthe designand governance of IFls, based on lessons learned and good
practices.™’ In particular, the OECD principles emphasize the importance of an IFl
being non-partisanandindependent, with arole that reflects the local institutional
environment. A summary ofthe OECD’s 22 principles, grouped undernine broad
headings, is provided at Table A1 of this Appendix.

%3 \on Trapp, Lienert and Wehner (2016),p 11.

1% \on Trapp, Lienert and Wehner (2016),p 13.

1% Debrun et al (2013),p 8.

1% For exa mple, over halfofIFls areattached to the executive orare stand-alone (often
fiscal or academic councils);in others (including Australia), the institutionis established in
legislation;the remainder areautonomous units connected to the national audit
institution.

'*7 OECD (2014).
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The design and governance of the Australian PBO is generally consistent with the
OECD principlesforlFls. One of the most notable exceptionsis OECD principle 15,
which recommends that IFls have a legislative guarantee of timely access to all
relevantinformation from Government Departments and Agencies. The PBO’s
legislative righttoinformationis limited to the caretaker period (usually only afew
weeks) andtoinformation inrelation tothe preparation of the Post-election
Report.*®® To the extentto which the PBO’s access to information is not
guaranteedinlegislation atall times, the Australian PBO’s practice is also
inconsistent with OECD principle 16, which requires the grounds forrestricting
access to information to also be outlined in legislation.'®’

Despite the lack of legislation guaranteeing the PBO access to information outside
election periods, the PBO has generally obtained the information it needs from
Government Departments and Agencies underan agreed Memorandum of
Understanding. Moreover, legislative provisions have not been specifically
required to obtain the necessaryinformation during the caretaker periods asthe
‘good practice’ of Departments and Agencies has carried through.

Comparisons with similar institutions

The diversity of IFIs means thatit is difficult to pinpoint specificinstitutions that
are directly comparable with the Australian PBO. The following focusses on the
key characteristics and experience of those IFIs where either the political and
institutional environmentis closest to Australia (the United Kingdom and
Canada),"’® or where the functions of the IFls are closest to those of the Australian
PBO (the United States and the Netherlands)."”*

168 Parliamentary Service Act 1999,s. 64KA.

189 As the Australian PBO does not have a formal rolein the Government’s Budget process,
OECD principle11is notapplicabletoit.

170 Australia, Canada, the United Kingdom and New Zealand are OECD members with
variations of the Westminster political system. New Zealand does not have anIFl.

1 The Congressional Budget Office (in the United States) and the Central PlanningBureau
(inthe Netherlands) undertake policy costings for parliamentarians across the political
spectrum. The Officefor Budget Responsibility (inthe United Kingdom) reviews the policy
costings of the Government.
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Table A2 summarises the institutional framework underlying the establishment of
the PBO and comparatorinstitutions, listing the roles and responsibilities of each
IFl. Table A3 focuses onthe key characteristics of the individual IFls pertinent to
the Terms of Reference of thisreview.

Observations from comparisons with similar institutions

Even withinthis small subset, it is apparent that the organisational structure,
mandate, staffingand degree of media engagementvary considerably. In
particular, the heavy focus of the Australian PBO on the costings of policies, with at
least two-thirds of analytical staff undertaking full-time costing work in any year,”*

isnot the case elsewhere and thisis one factorthat makes direct comparisons
difficult.

The Australian PBOis alsorelatively new, particularly compared with the
well-established IFIs such as the United States’ Congressional Budget Office (CBO)
and the Netherlands Central Planning Bureau (CPB). The nature of the role and
function of an IFl will likely evolve over time, particularly asit builds areputation
for objective independent analysis. This has happenedinotherdeveloped
countries, butthe Australian PBOis only starting that journey. Different periods of
establishmentacross IFIs—and hence longevity of agencies —also complicates
comparisons.

The Australian PBO has substantially higher staff numbers than eitherthe
Canadian Parliamentary Budget Office orthe United Kingdom’s Office for Budget
Responsibility (OBR). Thisreflects the focus of the Australian PBO on providing
policy costings across the political spectrum —which the IMF has noted is
particularly labour-intensive’”> —and specific costing arrangements.

72 |nformation supplied by the PBO.

173 See, for example, Debrun et al (2013) which notes that ‘policy costingis the most
resourceintensive and time consumingactivity requiringa larger and highly specialized
staff’ (p 35).
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e The Canadian PBO has a broad mandate and very limited resources relative to
otherlFls. It copes with this by prioritising costing requests based on
materiality and contribution potential and by scrutinising Government costings
by puttingthemthrough a ‘test of reasonableness’ (whichis much less
resource intensive than developing alternative costings). The Canadian PBO
has noted thatthe proposed expansion of its costing role would need a
significantincreaseinits resources.'’*

e Thefocus of the UK OBR on reviewingthe policy costings of the Government
meansthatitis able tohave a closer (butstill independent) working
relationship with Government agencies than that had by the PBO. The UK OBR
isable to deliverits costing mandate with limited resources because staff from
Treasury, HM Revenue and Customs, the Department for Work and Pensions
and the Office for National Statistics provide expertise and support directly to
the OBR, includingin relation to costings. A 2014 review foundthatthe OBRis
dependent onapproximately 125full-time equivalent employees from other
governmentagencies.'”®

The Netherlands CPBisthe only other IFl that produces costings of the election

platforms of political parties, with the first such report produced over 30 years
176

e The production of the report begins around nine months beforean election
(through the preparation of confidential costings with multiple options and
clarification discussions between the CPB and parties).

e The Netherlands election platform evaluation reportis published one month
before an election (compared with one month after the electionin Australia),
and isundertaken atthe request of parties (whereas participation is
compulsoryin Australiafor parliamentary parties).

7% Office of the Parliamenta ry Budget Officer (2016).

75 page (2014), p 10.

176 Non-government organisationshaveattempted to fill this voidinthe United Kingdom
andthe United States. Since 1997, the Institute for Fiscal Studies has published an analysis
of the policy manifesto of the main political parties in the United Kingdom. The Committee
for a Responsible Federal Budget undertook a fiscalfact-check projectthat analysed the
fiscalimpactofthe policy proposals of the 2016 Presidential candidates in the United
States.
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The CPB’s reporton evaluating election platforms has expanded overtime,
reflectingabroadening of scope (with more recent reports containing more
detailed policy proposals and budgetary impacts), and anincrease inthe number
of political parties requesting evaluations (increasing fromthree in 1986 to ninein
2010).

e The most recentreview of the Netherlands CPB by an external audit
committee (appointed by the CPB’sindependent advisory committee)
expressed concern that the expansion of the election platform report had not
been matched with anincrease in resources, and recommended areductionin
the level of detail of future election platform reports.*”’

Assessing fiscal sustainabilityis a key function of most | Fls, including the Australian
PBO, but degrees of effort vary. Most comparable IFls produce more material on
fiscal sustainability than the Australian PBO, such as regular fiscal sustainability
reports produced by the UK OBR and annual long-term (30-year) projections
produced by the United States CBO. While the Australian PBO has published
several self-initiated reports focusing on areas of fiscal sustainability, it does not
have a longertermfocusin thisarea, does not have a particularfiscal sustainability
document, and devotes asubstantially lower proportion of its resources to these
analysesthan otherIFls.

Unlike most IFls, which have a role in either preparing or assessing macroeconomic
and/orfiscal projections, the Australian PBO’s |legislation explicitly prevents it from
producingindependent economicorfiscal forecasts.

A common element across these IFlsis regularexternal review of performance,
consistent with the importance of accountability of anindependent agency. The
Australian PBO’s mediastrategy is broadly consistent with that of mostIFls, with
the focus on providing and explaining factual material to help inform policy
debates, ratherthan actively participatingin publicdebates.

Timely access torelevant datafrom governmentagenciesis critical to the success
of IFls, particularlyinrelation to policy costings. Internationalexperience suggests
that the formal ability to obtaininformationislessimportantthan havingagood
working relationship between the IFl and government agencies, with ongoing
communication and a clearunderstanding on how information can, and cannot, be

Y7 Central Planning Bureau Audit Committee (2016).
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used by the IFl. While the Australian PBO does not generally have legislated access
to information, in practice nearly all information requested has bee n provided by
Government Departments and Agencies.

Lessons frominternational experience: key risks
Experience from other countries suggests that there are anumber of actions that
can be takento abolish, orsignificantly reduce, the effectiveness of an IFI.

Perceptions of partisanship

Experience to date suggeststhatthe biggestrisktoan institution like the
Australian PBOisitbeing perceived —rightly or wrongly —as a partisan participant
inthe politics of the country.

Thisriskis particularly highin the early stagesin the life of an organisation when it
couldbe regarded as an initiative of one side of politics. Thisriskisalsoapparent
when an IFl has not had the opportunity to build areputation for objective,
independentanalysis. Inthe US, forexample, the CBO was established by a
Democrat Congress and was initially viewed with a high degree of suspicion by
many Republican members of Congress. By contrast, the long history of the CPB
inthe Netherlands in producing high-quality analysis was animportantelementin
it beingtrusted with the role of analysing the election platforms of parties.

The risk of perceived partisanshipis also higher where the analysis produced by
the organisationisin direct conflict with that produced by a political party (in
particular, the party in Government). Forexample, some of the first pieces of
analysis produced by Canada’s PBO highlighted sharp differences with Government
estimates of contentious policy issues. Early pieces of analysis by the
(Democrat-established) CBO contradicted estimates by administration of the
(Republican)President.

Additionally, in Australia, if one party remainsin government fora longperiod, it
could make it increasinglydifficult forthe PBO to maintain a perception of
non-partisanship asitcontinuesto provide the same non-government parties and
parliamentarians with its analysis.
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Access to information

Accessto informationisthe lifeblood of the PBO. The effectiveness of anumber of
similarorganisations globally has been constrained by limited access to
information. Forexample, Canada, despite having strongerlegal access provisions
than Australia, has struggled to obtain information from Government Departments
and Agencies.

Agency head

Independentinstitutions like the PBO are particularly reliant on the perceived
independenceof the agency head. There are several examples where
governments have sought to substantially influence an IFl by the appointment of
‘friendly’, partisan figures toseniorleadership roles. Forexample, in Hungary two
of the three members of the Fiscal Council are closely alighed with the new
Government.'”® Inthe US, when control of both the House and the Senate
switched parties, there have been efforts to place someoneat the head of the CBO
who has a more favourable view of that party’s policies.

Resources

Anotherway to reduce the effectiveness of an IFl would be to reduceits level of
resources. Examples of thisincludethe removal of the entire funding fortechnical
staff of Hungary’s Fiscal Council, and a threat to reduce Canada’s PBO resources by
one-third from planned levels.

Changein mandate

The success of IFls can bring its own risks, with strong demand for routine requests
from parliamentarians crowding out other, mandated analysis, including broader
analysis on budgettransparency and fiscal sustainability. Similarly, thereisarisk
of mission creep (both internally-generated and externally-imposed), asthe
mandate of the organisationis expanded. The Netherlands CPB, forexample, has
publiclyannounced thatitis reducingthe breadth of its pre -election analysis of
platforms of political partiesin orderto preserve the quality of its analysis.

Oneriskto an IFl would be if it was required to carry out additional functions
without being provided with acommensurate increase inresources. Thisriskis
likely to be relatively low in Australia, as achange in the PBO’s mandate would
require legislative change, whichinturn would bring scrutiny to the resources
guestion.

178 Kopits and Romhanyi (2013).
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Institutional autonomy

It can be very difficultforan IFl to effectively performitsrole asan IFlwhenitdoes
not have operational autonomy. Forexample, in Canada, the Parliamentary
Budget Officerserves atthe pleasure of the government of the day and has not
had operational autonomyin human resources and ITissues. However, these
issues have not proved to be of concernin Australia, with stronglegislative
protection forthe independence of the PBO.

Abolition
Finally, anIFl could be abolished by amending the enablinglegislation. Howeverto
date only one IFI has been abolished outright.*”®

79 n Venezuela, the Congressional Budget Office was abolished by President Chavez (see
Kopits (2011)).
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Table A1: OECD principles for IFIs

Local ownership

1. Broadnational ownership
2. Local needs and local institutional environmentto determine
roleand structure
Independence and | 3 Non-partisanship and independence are pre-requisites
non-partisanship 4. Leadership of IFl should be selected on basis of meritand
technical competence
5. Term lengths and number of terms should be clearly specified
6. Positionofhead of IFI should be remunerated and preferably
full-time
7. Leadership of IFI should have freedom to hireand dismissstaff
8. Staff should be selected through open competition on merit
andtechnical competence
Mandate 9. Mandate should be clearly defined in legislation
10. IFlshouldhavescope to produce reports and analysisof own
initiative
11. Clearlinks tothe budget process should be established (Typical
tasks includeeconomic and fiscal projections, baseline
projections, analysis of executive’s budget proposals,
monitoring compliance with fiscalrules or targets, costing of
major legislative proposals, analytical studies on selected
issues.)
Resources 12. Resources must be commensurate with mandate
Relationship with 13. IFlshould be accountableto the legislature
legislature 14. Role of the IFl with regard to parliament’s budget committee,
other committees and individual members interms of requests
for analysisshould beclearly established inlegislation
Access to 15. Guarantee inlegislationthat|IFl has full accesstoall relevant
information informationina timely manner
16. Any restrictions onaccess to government information should
be clearly definedinlegislation
Transparency 17. Aduty to actastransparentlyas possible
18. IFlreports andanalysisshould be published and freely available
19. Release dates of major reports and analysisshould beformally
established
20. IFlsshouldreleasereports and analysisintheir own name
Communications 21. IFls should develop effective communication channels, with
media, civil society and other stakeholders
External evaluation | 22 |FIs should develop a mechanism for external evaluation of

their work

Source: Von Trapp, Lienert and Wehner (2016)

63




Table A2: Institutional frameworks - PBO and comparator IFls

Australia Parliamentary Budget Office
Established 2012
Staff 40 (increasingto around 50 duringelection period)
Institutional e Independent publicsector agency (one of four parliamentary
departments supportingthe work of Parliament).
e Parliamentary Budget Officer appointed by Presiding Officers (the

President of the Senate and the Speaker of the House of

Representatives), with approval from Joint Committee of Public

Accounts and Audit (JCPAA).

- Term of officeis 4 years; appointmentis no longer than 8 years
intotal.

- Removal from office if he/she becomes insolvent;or on grounds
of misbehaviour or physical or mental incapacity (following
address in both Houses of Parliament,in same session of
Parliament)

e Budget appropriationsetannually by Government, approved by

Parliament, reviewed by JCPAA.

Mandate e Policycostings and budget analysison request for parliamentarians.
e Post-electionreport on election commitments.
e Self-initiated research reports on budget and fiscal sustainability.
e Submissions onrequestfrom parliamentary committees.
Legislation requires Parliamentary Budget Officer to use economic
forecasts and parameters and fiscal estimates contained in most recent
relevant reports released under Charter of Budget Honesty Act 1998 (by
the Treasurer).

Media e Direct engagement with media confined to Parliamentary Budget

Officer.

e Reports and speeches/presentations published on website.
Access to Access to budget information through non-legally binding Memorandum
information of Understanding (MOU) between Parliamentary Budget Officer and

Heads of Commonwealth Bodies.
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Canada Parliamentary Budget Office

Established 2006

Staff 17

Institutional e Partof anindependent publicsector agency (the Parliamentary
Library).

e Governor in Council may selectthe Parliamentary Budget Officer (an
officer of the Library of Parliament) from three names submitted (in
confidence) through the Leader of the Government inthe House of
Commons, by a committee formed and chaired by Parliamentary
Librarian.

e Reports to Speakers of the Senate and the House of Commons but
administratively accountableto the Parliamentary Librarian.

e Holds office‘at pleasure’ of the Prime Minister witha
once-renewable term of not more than 5 years. This means he/she
can be dismissed withoutcause.

e Budget allocated to the Parliamentary Budget Officer falls within the
Library of Parliament’s total budget, set annually by Parliament.

Mandate e Analysis onthestate of the nation’s finances.

e Analysis of the government’s spending plans.

e Analysis oftrends inthe Canadianeconomy.

e Policycostings onrequestfor parliamentarians (limited to material
projects and/or if project contributes to increasing budget
transparency).

e Researchinto the nation’s finances and economy as requested by
specified Committees.

Proposals tochange mandate currently before Parliamentinclude:

e EstablishingPBO as anindependent Officer of Parliament(separate
from Library).

e Expandingits mandate to include:

- costings requested by parliamentariansand
- costingof election platform proposalsatrequest of political
parties.

e Increasedaccesstorelevantinformation held by departments and
Crown corporations.

Media Active media role with the Parliamentary Budget Officer and Assistant

Parliamentary Budget Officer actingas official spokespeople.

Reports published on website.

Access to Legislated access to budget information.
information
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Netherlands

Central Planning Bureau

Established 1945

Staff 115research staff plus executive and technical support

Institutional e  Formally partof Ministry of Economic Affairs, but a longtradition of
operating independently.

e Legislation protects against CPB being given directions (but Cabinet
gives opinion on draft work programme).

e Directorappointed by Council of Ministers for term of 7 years.

e largely publically funded (integral partof the budget of the Ministry
of Economic Affairs). Maximum 20% of annual budget may originate
from external assignments (ministries, EU and others).

e Periodicreviews:

- own independent advisory committee (from academia and
business), meets at leasttwice a year (to discuss outputand
organisation)

- output for policymakers assessed every 5 years by committee of
policymakers and independent experts established by the
independent advisory committee

— academicreview every 5 years by group of international and
independent experts who areinvited by CPB.

Mandate e Shortand medium-term economic and fiscal projections,long-run
sustainability analysis.

e Policyanalysisfor ministries, parliamentarians, political parties.

e Research.

e Ex-ante cost-benefitanalysis and ex-postevaluations.

e Costingof election manifestos (since 1986, at request of political
party) published before election.

Media Focused on informing public of its objective analysis.
Access to Access to confidential information.
information
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United

Office for Budget Responsibility

Kingdom

Established 2010

Staff 27 plus 3 executive

Institutional e Non-departmental public body (part of the Treasury Group).

e The OBR is led by the three members of the Budget Responsibility
Committee (BRC). They have executive responsibility for the core
functions of the OBR, includingthe judgements reached inits
forecasts.

e The Chair of the BRC is appointed for a once-renewable term of 5
years, while non-executive members are appointed for
once-renewable terms of 3 years. Appointments are by the
Chancellor of the Exchequer with the consent of the Treasury
Committee of the House of Commons.

e Chancellor canterminate appointment if member absent without
permission for more than 3 months, becomes bankrupt, due to
misconduct, or otherwise unable, unfitor unwillingto carry out
functions.

e OBRaccountableto Parliamentand to the Chancellor.

e  Multi-annual funding commitment from HM Treasury.

e Non-executive Committee must appointperson or body to review
andreport on OBR atleastonce every 5 years.

Mandate e Economic andfiscalforecasting.

e Evaluatingperformance againsttargets.

e  Fiscal sustainability and balancesheet analysis.

e Evaluation offiscal risks.

e Review of Government’s costing of tax and welfare spending
measures.

Media Media profilefocused on informing public of the OBR’s objective
analysis.

Reports published on website.

Access to e MOU with government agencies sets out agreed working
information relationships.

e Access to budget information through non-legally binding MOU.
e  Macroeconomic forecasting model jointly developed and maintained
with HM Treasury.
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United States

Congressional Budget Office

Established 1974

Staff 235

Institutional e Federal agency withinlegislative branch of United States
government.

e Director appointed by Speaker of the House of Representatives and
the president pro tempore of the Senate on recommendation from
two Budget Committees.

e Term of officeis 4 years; may be reappointed (no limiton number of
terms). Either House of Congress may remove Director by
resolution.

e Legislationauthorizes appropriation of funds each fiscal year ‘as may
be necessaryto enableitto carryoutis duties and functions.’

Mandate e Annual (plus mid-year update) baselineeconomic and fiscal forecasts
and projections, including long-term (30 year) budget projections
and annual re-estimation of the President’s budget.

e  Costings (‘scoring’) of virtually all legislative proposals.

e Monthly budget review.

e Analytical reports atrequest of Chairman or Ranking Member of
committee or subcommittee or at request of leadership of either
party inthe House or Senate.

e Staff working papers on related fiscalissues.

e Information notes to enhance budget transparency.

Media e Active media role with dedicated Office of Communications.
e Staff members write post on the blog, with their names identified.
e Reports, presentations/speeches published on website.

Access to Legislated access to budget information.

information
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Table A3: The terms of reference - characteristics of the PBO and comparator IFIs

IFI

Level playing field for costings

Accuracy of costings

Transparency and public understanding

130 198png Aejusweijied :eljesysny

Provides non-Government parties with
costings of the same or similar quality
as provided to Government and
published by the Government inthe
‘Measures Descriptions’in thebudget
papers.

Prepares costings for all sides of
politics.

Provides costingserviceforindividual
members of parliament.
Post-election Report requires PBO to
evaluate costof election commitments
of all parties.

PBO costingresponsedocuments are
more detailed than those published by
the Government inthe ‘Measures
Descriptions’,and include comments
on the reliability of the estimates and
areliability (uncertainty) rating.

PBO does the majority of caretaker
costings.

Non-caretaker period costings
confidential unless requestor says
otherwise.

Obtains mostdata and models it
requests from Government
Departments and Agencies.

Formal and informal discussions with
Departments and Agencies on
modellingand data issues.

Costings preparedin linewith Charter
of Budget Honesty Policy Costing
Guidelines.

Distributionalimpacts undertaken on
request.

Under the Parliamentary Service Act
1999, the JCPAA is allowed to request
anindependent review of the
operations of the PBO to be
completed within9 months after a
general election.

External expert referee inputinto
researchreports.

Self-initiated reports focus on fiscal
sustainability and highlighting areas of
the budget that are not easily
understood.

Chart packs produced following
Budget and MYEFO showing the
financialimpactof policy decisions and
other factors.

Projected impactof unlegislated
measures (measures from 2014-15
Budget and subsequent updates that
have not passedorrequirelegislation
that has not been passed by the
announced startdate) carried forward
inbudget estimates and projections.
Submissions/evidenceto
parliamentary committees on request.
Parliamentary Budget Officer speeches
and presentations published.

All reports (except confidential
costings) published and distributed to
parliamentarians, somejournalists,
Government Departments and
Agencies, academics and think tanks.
PBO Twitter account alerts followers
to PBO publications.
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IFI

Level playing field for costings

Accuracy of costings

Transparency and public understanding

13J0 193png Atejusweljied :epeue)

e Required to respondto requests for
estimates of ‘the financial costofany
proposal thatrelates to a matter over
which Parliamenthas jurisdiction’.

e All costings published but PBO will not
identify requestor if confidentiality
requested.

e Inpracticerelatively few costing
proposals havebeen received (13
publishedin2016) with nearlyall
analysisrelating to Government
proposals.

e Allinformationrequests sent to
government agencies and their
responses (but not detailed data) are
published on website.

e The Canadian PBO has legislated right
of access to data necessary for the
performance of its mandate. However
inpracticeithas had difficulty
obtaininginformationina number of
instances, notingthat ‘{m]any of our
projects are delayed or limited because
of challenges accessing government
information required for the
performance of our mandate’.

e External peers to review work. Names
of peer review experts includedinthe
paper.

e ParticipateinInternational Cost
Estimatingand Analysis Association.

e Use networks from the international IFl
community to help gather data points
for costings.

e Analysis and commentary on the
Government’s budget, including:

e Researchand analysis of Government
Estimates.

e Fiscal sustainability:annual report
(federal, provincial, territorial).

e Quarterlyreviews of federal program
spending.

e Bi-annual economic and fiscal outlook.

e Ready Reckoner (onlinetool).

e Onlinetaxtool calculator.

e Other work, including:

e Bi-annual economicandfiscal outlook

e Policycostings

e Submissions to parliamentand appear
before committees.

e CanadianPBO actively promotes its
work, including through:

e Briefingfor media held on day of
release of reports, after briefingfor
parliamentarians.

e ParliamentaryBudget Officerand
AssistantParliamentary Budget Officer
are official spokespeoplefor PBO.

o Twitter.

e Blog—promote anddisseminate
reports, related data, testimony and
presentations made by Parliamentary
Budget Officer and staff.
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IF

Level playing field for costings

Accuracy of costings

Transparency and public understanding

neaing Suluue|d |e43ua) :SpueayIaN ayL

Consolidated pre-election platform
costing (impactover 4 years) published
one month before election forall
parties (on a voluntary basis). Analysis
assumes that the given party has
majority in Parliament (most
governments arecoalitions).
Includes effects on macroeconomic
variables, purchasing power,
government balanceanddebt inthe
medium term; and effects on
sustainability of publicfinances,
structural employment andincome
inequalityinthe longrun.

Latest edition (456 pages) took 3
months to produce with 60 people,
evaluated 2,468 measures across 10
parties.

Costingof proposals post-election as
part of negotiations for new
government.

e Evaluation of effects of policy measures
alreadyimplemented.

e Independent advisory committee (CPC).
Members from academia and business.
Advise on CPB output and organisation.

e (CPB output for policy makers assessed
every 5 years (by committee of
policymakers and independent
experts).

e Academic review every 5 years (by
international and independent
experts).

e Quarterlyshort-term forecasting:
annual Central Economic Plan (CEP);
annual Macro Economic Outlook
(MEV); short updates for both.

e Medium term forecast(4-year)
published atstartof election cycle.
Baselineupdated on basis of Coalition
Agreement after the election.

e Extensive use of pre-election platform
costing by parties and media.

e Communications publication -
published answers to questions from
parties, politicians, ministries,
trade-unions, employers’ federations.

e Researchcarried out on CPB’s own
initiativeor atrequest of government,
parliament, national trade unions or
employers’ federations:

e Policybriefs (15 page max).

e Discussion papers (aimed atpublication
injournals).

e Submissions to parliamentand appear
before committees.

e Undertakes research for European
Commission.

e Formal academic partners (prominent
researchers, one-year appointment).
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IFI

Level playing field for costings

Accuracy of costings

Transparency and public understanding
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OBR hasaroleinreviewing and
certifying Government policy costings.
It has noroleinrelationto policy
costings of non-Government parties.
The OBR states whether or notit
endorses the Treasury costingand gives
each costingan uncertaintyrating
(derived from the PBO reliability rating
process).

If OBR disagrees with Treasury costing,
they will use OBR costingin their
forecastand explain differences.

e MOU between OBR and HM Revenue
and Customs, Department for Work
andPensions, HM Treasury provides
access toall information and analysis
relating to forecasting models.

e Uses large-scalemacroeconomic
model, jointly maintained and
developed by OBR and HM Treasury.

e OBR produces macroeconomic
forecasts which aresent to government
agencies to produce forecasts of
receipts and expenditure inaniterative
process.

e External review undertaken (April
2014) advised caution about
consideringthe expansion of the OBR’s
mandate, such as into costing
certification of opposition manifestos.

e HM Treasuryreview of OBR (June 2015)
concluded that the OBR has made
substantive progress inimprovingthe
credibility of the UK’s fiscal framework
andthe defaultassumptionshould
remainthat the government uses the
OBR’s forecasts as official forecasts.

e Annual forecastevaluationreport (FER)
by Budget Responsibility Committee.

e AdvisoryPanel adviseonwork
programme and analytical methods.

e Engagement with international
community of IFls.

e OBR produces 5-year forecasts for the
economy and publicfinances twicea
year: this is the Economic and Fiscal
Outlook (EFO).

e An annex to EFO sets out whether the
OBR certifies each government costing
of the government’s policy measures
andthe uncertainty rating the OBR has
assignedto each certified costing.

e Includes anassessmentof the extent to
which the government’s fiscal targets

have been, orarelikelyto be, achieved.

e Fiscal sustainability report produced
every 2 years (from 2016).

e From 2017, fiscalrisks report(FRR)
produced every 2 years.

e Annual welfare trends report (WTR).

e OBR produces a range of other reports,
including briefing material, adviceto
committees, and working papers to
informdiscussion of forecasts.

¢ No formal relationship with Bank of
England but meet regularlyto discuss
forecastingissues.

e Submissions to parliamentand appear
before committees.
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Level playing field for costings

Accuracy of costings

Transparency and public understanding
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e Formal,written estimates of bills
approved by Congressional committees
to show how the bill would affect
spendingor revenue over the next 5 or
10 years.

e Costings include expected impacton
local, stateand federal governments
andon private sector.

e Established process for prioritising
requests (based on advicefrom
representative of Committee).

e Some regular costings.

e Informal costings andinformation
produced to assistinthe development
of legislation are kept confidential as
longas proposals notmade public
(public when introduced legislation or
public discussion of major elements).

e Emphasis on presenting work ‘as clearly
and non-technically as possible’.

e Annual re-estimation of President’s
budget using CBO economic forecast
and estimating methods (to 10 years).

e CBO staff work with requestors to
understand nature of work that would
be most useful to the Congress.

e CBO analysts spend time meeting
interested Members of Congress and
staffto explaindetails underlying cost
estimates and reports.

e Rigorousinternal review process for
objectivity,analytical soundnessand
clarity. CBOscrutinises errorsinits
projections, reviews data on spending
patterns for federal programs and
consults with external experts to
improve its estimating methodologies.

e For most tax legislation, CBO uses
estimates provided by the Joint
Committee on Taxation.

e Information for economicforecasts is
obtained from ongoing analysis,
commercial forecastingservices, and
consultations with economists within
andoutside federal government.

e Goalisto communicate clearlythe
basis for estimates and the uncertainty
surrounding them, sometimes including
sensitivity analysis in reports.

e Revised budget projections include
explanation of changes.

e Reports have input from experts on
Panel of Economic Advisers and Panel
of Health Advisers.

e Includebehavioural responsesin
costings and reports but confine
dynamicscoringto ‘major’ legislation
approved by committees (with
projected impact of atleast0.25%
Gross Domestic Product (GDP) inany
year over next 10 years).

e Fiscal sustainability:regular 10-year
andannual long-term budget
projections.

e Allformal costestimates and analytic
reports availableon website after
deliveryto key interested parties.

e Extensiverange of analytic publications
(examining particularfederal spending
programs, aspects of the tax code,
budgetary and economic challenges),
but no policy recommendations.

e Some reports provide background
information about CBO’s other analyses
to enhance transparency.

e Most CBO reports written at request of
representative of committee or party.

e Publishdata andtechnical information
for some reports.

e Extensive engagement, includingblog;
CBO Twitter account;RSS feeds;
YouTube Channel; and Press Centre.

e External expert referee inputinto
researchreports. Analyticreports
reviewed by external experts.

e Presentations to academicand
professional groups.

o Staff supplemented with visiting
scholarsand summer interns.

e Submissions to parliamentand appear
before committees.
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Appendix B - Previous inquiries into the Parliamentary
Budget Office

There have beenthree previousinquiriesintothe PBO presented to the
Parliament:'®

e JointSelect Committee onthe Parliamentary Budget Office (JSC): Inquiryinto
the proposed Parliamentary Budget Office (2011) *** (JSC Report)

e Australian National Audit Office (ANAQO): The Administration of the
Parliamentary Budget Office (2014)*** (ANAO Report)

e JointCommittee of Public Accounts and Audit (JCPAA): Review of the
Operations of the Parliamentary Budget Office (2014) *** (JCPAA Report).

This appendix summarizes the background, terms of reference, evidence and
submissions, and key findings and recommendations of these inquiries.

JSC Report: inquiry into the proposed Parliamentary Budget
Office

Background to the inquiry

Following the 2010 federal election, acommitment to establish a Parliamentary

Budget Office (PBO) formed part of the minority government agreements signed
by the Australian Labor Party with the Australian Greens and three independent
Members of Parliament.*®*

%0 1h2010a privatesenator’s bill proposingthe establishmentof a PBO was referred to the
Senate’s Financeand Public Administration Legislation Committee. However the inquiry
was not ableto present a final report, lapsingon the prorogation of the 42 "I parliament.
The role of the PBO was also one of the many terms of reference of the Government’s
2014 National Commission of Audit (see Section 5). The JCPAA has published several
statements on budget estimates for the PBO (on 13 May 2014,12 May 2015and

3 May 2016).

'®1 Joint Select Committee on the Parliamenta ry Budget Office (2011).

182 australian National Audit Office (2014).

'8 Joint Committee of Public Accounts and Audit (2014a).

'8 See Joint Select Committee on the Parliamenta ry Budget Office(2011), p 2.
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This was subsequentlyincluded inthe 2010 Agreement for a Better Parliament
negotiated between the political parties and independent members of
parliament.'® The agreementalso provided that the ‘structure, resourcingand
protocols’ forthe proposed PBO would be reviewed by a special committee of the
parliament ‘whichis truly representative of the Parliament’ (the Joint Select
Committee on the Parliamentary Budget Office). "
Terms ofreference

The terms of reference forthe JSCinquiry included:

e theappropriate mandate forthe PBO

e the nature of information needed to assist the Parliament to consider matters
relatedtothe Budget

e theroleand adequacy of currentinstitutionsand processesin providing this
information

e thescopeforthe PBO to fulfil its mandate in a cost-effective manner, and
e the most appropriate structure, resourcingand protocolsfora PBO.

Evidence and submissions

The Inquiry received evidence and submissions from a broad range of institutions,
includingthe Organisation for Economic Co-operation and Development (OECD),
the Canadian Parliamentary Budget Office, the Australian National Audit Office,
business groups, parliamentary departments and ajoint submission from the
Departments of the Treasury and Finance and Deregulation.

The key issues of contention were whether the PBO would:

e have statutory access to information of Government Departments and
Agencies

e beempoweredto prepare caretaker costings, and

e berequiredto use official economicand budget forecasts (or prepare their
own).

185 australian Government (2010).
186 Australian Government (2010), Annex A, p 8.
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The JSC acknowledged that there was no one fixed model forthe PBO to follow, as
PBO-like organisations were ‘products of the historical and institutional
frameworks of the parliaments they serve’.’®” The JSCnoted that there was no
independent body in Australiathat specialised in providing high quality research

and analysis onfiscal policy forthe Parliament.

e Akeyrationale forthe formation of the PBO was to level the playingfield by
reducingthe inherentadvantage of incumbency.

The joint submission of the Departments of the Treasury and Finance and
Deregulation stressed, among otherthings, the level of resourcesinvolved in
undertaking economicand fiscal modelling, and the importance of avoiding
duplication of effort where possible.*®® The joint submission stated that:

e forecastingthe economicoutlookinvolved considerable resources across the
Australian PublicService, including forming part of the duties of around
30 Treasury officers'®

e policy costings duringthe 2010 election period involved the work of about 300
staff who work in costing-related areas in the departments,™*° with 128
costings prepared during the caretaker period, and an additional 248 proposals
costed afterthe election.***

- the Departments of the Treasury and Finance and Deregulation
consideredthat forthe PBO to be able to respond to these costing
requestsina timely manneritwould require similar staffing levels.

In evidence tothe committee, the Department of Finance and Deregulation
questioned whether PBO costings would have ‘the same level of rigour, experience
and judgment’ as those prepared by the Departments of the Treasury and Finance
and Deregulation.™’

'87 Joint Select Committee on the Parliamenta ry Budget Office (2011), p 8.

%8 The Treasuryand the Department of Financeand Deregulation (2011),p 5.

%9 The Treasury and the Department of Financeand Deregulation (2011),p 5.

This comprises around 50 staffin The Treasury’s Tax Analysis Divisionand around 250in
the Department of Financeand Deregulation’s Budget Group. This figuredid notinclude
an estimate of the number of staff involved in policy costingsin other Departments and
Agencies.

! The Treasury and the Department of Financeand Deregulation (2011), pp 10 and 32.

192 Australia, JointSelect Committee of the Parliamentary Budget Office(2011), p 67.

190
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Key findings and recommendations

The JSC noted that a particular challenge forthe PBO in undertaking policy costings
would be the significant workload and resourcing required to fulfil this function.
The JSC expressed concern that, primarily due to the disparity in costing resources,
PBO costings ‘may in some cases lack the rigour’*** and ‘may not have the same
status’ °* as those produced by the Departments of Treasury and Finance and
Deregulation. The JSCacknowledged that this presented the risk that, following an
election ‘Treasury and Finance may determine that the true cost of a party’s
election platformis quite different than that estimated by the PBO during the
election period’.**

The JSC recognised that the resources required to produce rigorous costingsis
significantand would be costly toreproduce by the PBO. Nevertheless, it
concludedthat

[w]hile it is unrealistic to expect that the Parliament could be resourced
to match the level of research and expertise of Executive Government,
some of the disadvantages faced by non-government members in their

access to high quality analysis and advice on financial matterscan be

196
addressed.

The JSC stressed the importance of the PBO in providingindependent,
non-partisan and policy neutral analysis on the budget, fiscal policy and the
financial implications of proposals. It recommended that the PBO have four main
functions:

e respondtorequestsforcostingsand budgetanalysis of parliamentarians.
e formally contribute to parliamentary committee inquiries
e publishself-initiated work, and

e prepare costings of election commitments during the caretaker period.

193 Paragraph3.115, JointSelect Committee on the Parliamentary Budget Office (2011),
p 48.
1% pa ragraph 3.73, Joint Select Committee on the Parliamentary Budget Office (2011), p 40.
%5 pa ragraph 3.74, Joint Select Committee on the Parliamentary Budget Office (2011),

pp 40-41.

1% pa ragraph 2.75, Joint Select Committee on the Parliamentary Budget Office (2011), p 22.
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The PBO’s legislation as enacted reflected the recommendations of the JSC.

e ThelSCrecommendedthatthe PBO be able to accessinformation free of

charge underthe Freedom of Information Act 1982 (FOI Act) when not able to

obtaininformation under the proposed Memorandum of Understanding
(MOU) with government Departments and Agencies.””” The Government

instead proposed that this be covered through the MOU, with the agreement

providingthat, ata minimum, the PBO would be provided information that

would be released underthe FOI Act.

e ThelSCalsonotedthat, “where possible,the work that has gone intothe

preparation of a response toa clientrequest be made available to be included

inthe publicreports of the Parliamentary Budget Officer”.**®* While the
legislation as enacted allows this, it has not been utilised.

e ThelSCrecommended thatthe JCPAA explicitly review the adequacy of
additional funding provided for election years.**’

ANAO Report: the administration of the Parliamentary Budget

Office

Background to the inquiry

In November 2013, the ANAO formally commenced a performance auditinto the
administration of the PBO. In December 2013, the Chair of the JCPAA advised the

PBO that, in the light of this performance audit (and the deliberations of the

Commission of Audit), the JCPAA would not request an additional review into the

PBQO’s operations (as provided by undersection 64T of the Parliamentary Service

Act 1999).>%°

197 Recommendation 14, Joint Select Committee on the Parliamentary Budget Office
(2011), p xvii.

198 Recommendation 18, Joint Select Committee on the Parliamentary Budget Office
(2011), p xviii.

199 Recommendation 27,Joint Select Committee on the Parliamentary Budget Office
(2011), p xx. The JCPAA has endorsed statements on the draftbudget estimates for the
PBO, includingthose noting the election supplementation (see statement from

12 May 2015).

2% parliamenta ry Budget Office(2014a),p 6.
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Terms of reference

The objective of the ANAQ’s performance audit was to assess the effectiveness of
the PBO fromits establishmentinJuly 2012 to the publication of the 2013
Post-election Report on election commitments. The PBO’s performance was
assessed against the following criteria:

e theestablishment of effective governance and administrative arrangements to
supportthe delivery of services tothe Parliament

e theestablishmentofsoundandtimely processes, facilitating the conduct of
the PBO’s key functions within and outside of the caretaker period, and

e monitoring, reviewingand reporting of performance.”**

Evidence and submissions

In additionto reviewing PBO documentation and asample of costings, the ANAO
heldinterviews with awide range of stakeholders, including the PBO,
Commonwealth Departments and Agencies that provide information to the PBO,
representatives of parliamentary parties and independent Members of Parliament
and a selection of peer group stakeholders.*%

To assessthe use of the PBO’s services, the ANAO analysed the number of
requests by category of parliamentarians from September 2012 to the end of the

caretaker periodin October 2013.°%

Thisanalysis showed that there was abroad
uptake of the PBO’s services by the Coalition (thenin Opposition) and the

Australian Greensinthe lead up to the election.

While stakeholders generally acknowledged that the PBO had gone a long way to
levelling the playingfield, some noted that,

as the government of the day has access to the public service, a totally
level playing field may never be possible and thatthere is an inherent
privilege of being in government.204

291 australian National Audit Office (2014), p 44.
292 pustralian National Audit Office (2014), p 45.
293 australian National Audit Office (2014), p 87.
29% australian National Audit Office (2014),p 88.
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The ANAO also assessed changesin the caretaker costing workload between
elections, analysingthe number of caretaker costings prepared by the
Departments of the Treasury and Finance for the 2007 and 2010 electionsand the
PBO, and Treasury and Finance forthe 2013 election. While the total number of
costings prepared duringthe caretaker periods for the pastthree elections
remained fairly similar, with the advent of the PBO, the distribution of the
workload for costings was now spread among the PBO and Treasury and Finance.
The Government of the day tended to request costings from Treasury and Finance,
while the Opposition and other non-government parties and parliamentarians
tendedtorequestcostings fromthe PBO.

e The ANAOalso highlighted that no Opposition costing requests were made to
the PBO or the Departments of the Treasury and Finance during the caretaker
period forthe 2013 election.*®

Key findings and recommendations
The ANAO found that:

Since commencing operation in July 2012, the PBO has effectively
undertaken its statutory role and is already well regarded as an
authoritative, trusted and independent source of budgetary and fiscal
policy analysis. The PBO has made a significant contribution to levelling
the playing field for all parliamentarians.206

The ANAO noted that overall the PBO had received good co-operation from the
Departments of the Treasury and Finance and other Commonwealth Departments
and Agencies.

The only recommendation of the review related to the inclusion of administrative
expensesinall costings, wheresignificant. (The PBO had not generallyincluded
estimates of administrative expensesininstances wherethe total amountto be

207

spentwas capped.) Thiswas agreed to by the PBO.

295 As the Opposition’s policies had previously been costed by the PBO inthe lead up to the
election, itwas ableto resubmit 161 costings to be updated inthe period between the
release of the Government’s Economic Statement and the commencement of the caretaker
period (Australian National Audit Office (2014), p 89).

298 Australian National Audit Office(2014), p 18.

297 Australian National Audit Office(2014), p 30.
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The ANAO alsoidentified alimited number of administrativeimprovements for the
PBO to consider, including providing sufficient contextin relation to information
requeststo enable Departments and Agencies to provide the mostappropriate
informationin response.**®

Two issues of a policy nature were also highlighted by the ANAO for consideration:

e the PBO’slack of statutoryinformation access powers wasinconsistent with
the OECD’s principles for Independent Fiscal Institutions (IFls) and presented
an inherentrisk that access to information could be constrained inthe future,
and

e therecommendation of the Government’s National Commission of Audit that

209
would

the PBO report Government progress against anew set of fiscal rules,
be consistent with key features of effective IFIs identified by the International
Monetary Fund (IMF) and with the functions performed by the majority of

OECD IFls.**°

JCPAA Report: review of the operations of the Parliamentary
Budget Office

Background to the inquiry

Under the Parliamentary Service Act 1999, the JCPAA has an oversightrolein
relationtothe PBO, including the duty to considerthe operations and resources of
the PBO, and reportto the Parliament on any matters arising fromthat
consideration, oron any other matters relating tothe PBO’s functions or
powers.”"!

Terms ofreference

The purpose of the JCPAA inquiry was to review the framework and operations of
the PBO and considerrecommendations of the ANAO, and the National
Commission of Audit and international principles of best practice.

298 australian National Audit Office (2014), p 27.
299 National Commission of Audit (2014), p xxxii.
210 Australian National Audit Office(2014), p 28.
21t Parliamentary Service Act 1999, s. 64S.
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The terms of reference forthe inquiry were to report on the operations of the
PBO, with specificregard to:

e PBO statutoryinformation gathering powers and access to information,
including the Contingency Reserve

e PBO reporting of Government progress againstanew set of fiscal rules, as
recommended by the National Commission of Audit

e PBO reportingagainst medium-term projections of fiscal outlook beyond the
forward estimates

e bestpractice for IFlsas identified by the IMF

e PBO implementation of the recommendation fromthe ANAO Report (onthe
inclusion of administrative expenses, wheresignificant, in policy costings), and

e theneedforany legislative change.

Evidence and submissions

The JCPAAreceived submissions from the PBO, the Australian Greens, the
Department of Finance and several academics/think tanks (Grattan Institute,
Australian Tax and Transfer Policy Institute, Centrefor Policy Development).

The PBO made a comprehensive (67 page) submissionto the inquiry, setting outits
position onthe issues raised in the terms of reference.?> Amongotherthings, the
PBO noted that:

e whilethere wasasoundargumentinfavour of the PBO havinga legislative
rightto information, experience to date with the MOU suggested its absence
was not havinga significantadverse impact on the PBO’s operations, and

e the publicdiscussion on fiscal sustainability would be improved by the regular
publication of detailed medium-term projections, ideally by the Governmentin
the budget papers.

The Department of Finance submission concentrated on the reasons why it
consideredthatitwould notbe appropriate to provide the PBO with details of the
Contingency Reserve.

12 parliamenta ry Budget Office(2014a).
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Key findings and recommendations
The final report of the inquiry had eight recommendations, covering access to
information and the Parliamentary Budget Officer’'s mandate.

Three of these recommendations have been implemented, eitherin full orin part.

e Recommendation No 1: The committee recommended that the Government
ensures that Commonwealth Departments and Agencies meet the timelinesin
response to a requestfromthe PBO as specifiedin the MOU.

—  There has beenasignificantimprovementin Departmentand Agency
response times, with the percentage of requests received late falling
from 31.9 percentin2014-15 to 6.7 per centin 2015-16.

e Recommendation No7: The committee recommended that the Parliamentary
Budget Officer should prepare and publish medium term projectionsonan
annual basis, with consequentialamendments to the Parliamentary Service
Act 1999 and additional resources provided by the Governmentif required.

—  The PBO produced detailed medium-term projections following the
2015-16 Budget, and its 2016-17 work plan states that the PBO plansto

publish medium-term projections each year.

- The Governmentresponse to the inquiry considered that consequential
amendments were unnecessary and that the PBO was already able to
produce this publication from existing resources.

e Recommendation No 8: The committee recommended that the Parliamentary
Service Act 1999 be amended to extend the analysisin the Post-election
Reportbeyondthe forward estimates period toinclude, where possible, ten
year medium-term projections of the budgetimpact of the election
commitments of the designated parliamentary parties.

— The 2016 Post-election Reportincludesthe medium-termimpact of
policy proposals where this is expected to be materially different from
the impact overthe forward estimates period.

- The Governmentresponse tothe inquiry considered that consequential
amendments were unnecessary and that the forward estimates period is
the most appropriate.

One of the recommendations was not agreed with.
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e Recommendation No 3: The Governmentdid notacceptthe committee’s
recommendation that the PBO be provided with the details of the Contingency
Reserve, citing the sensitivity of some information and the potentialharm to
the Commonwealth’sinterests, as well as to national security, to exempt this
information fromrelease ordisclosure.

In relation to the remaining four recommendations on elements of access to
information, whilethe Government supported the position that the Parliamentary
Budget Officeris entitled to appropriate and timely access toinformation, it
considered thatthese concerns could be resolved under the existing MOU. Where
sound reasons existed forthe non-release of information, the Government
supported Departmentand Agency Heads exercising their discretion in deciding
the most appropriate approach.
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Appendix C - PBO governance arrangements: legislative
framework and administrative agreements

PBO legislative framework - Parliamentary Service Act 1999

The primary legislative provisions coveringthe PBO are contained in the
Parliamentary Service Act 1999. This setsout the PBO’s:

e mandate
e access toinformation, and

e independence, accountability and oversight arrangements.

Mandate

The Parliamentary Service Act 1999 states that the PBO’s purpose isto ‘informthe
Parliamentby providing ...independentand non - partisan analysis of the budget

cycle, fiscal policy and the financial implications of proposals’.**

Consistentwith this purpose, the Parliamentary Service Act 1999 sets out six PBO
functions:***

e outside the caretakerperiodforageneral election, to prepare policy costings
on request by Senators and Members, with the requests and the PBO's
responsesto be kept confidential if so directed by the requestor

e duringthe caretakerperiod fora general election, to prepare costings of
publicly announced polices on request by authorised members of
parliamentary parties orindependent parliamentarians, with the requests and
the PBO's responses to be made public

e to prepareresponses(otherthan policy costings) torequests relatingtothe
budget from Senators and Members, with the requests and the PBO's
responsesto be kept confidential if so directed by the requestor

e to prepare submissionstoinquiries of parliamentary committees, on request
by such committees, with the requestsandthe PBO'sresponsesto be made
public

213 Parliamentary Service Act 1999,s. 64B.
214 Parliamentary Service Act 1999, s. 64E(1).
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e aftera general election, toreportonthe budgetimpacts of the election
commitments of designated parliamentary parties, and

e toconduct, on theirown initiative, research and analysis of the budget and
fiscal policy settings, with the results of this work to be made public.

The preparation of either economicforecasts or budget estimates is explicitly
excluded from the PBO’s functions.’*> The PBO s required to use the economic
forecasts and parameters and fiscal estimates contained in the mostrecent

economicand fiscal outlook as the baseline for preparingits policy costings.?*®

The PBO isalso required to prepare its policy costings using approaches and
costing conventions setoutinthe Charter of Budget Honesty — Policy Costing
Guidelines, issued jointly by the Secretaries tothe Treasury and the Department of
Finance.?"” The PBO can only depart from these guidelines in preparing policy
costings with the agreement of the se Secretaries.”*®

Access to information

The Parliamentary Service Act 1999 does not generally provide the PBO witha
legislative right to obtain information from Commonwealth bodies. The
Parliamentary Budget Officeris provided the authority to enterinto an agreement
with Commonwealth bodies covering the provision of information and
documents.?*® Information provided confidentially undersuch an agreementis
protected from release by the PBO,**° and is exempt from release underthe
Freedom of Information Act 1982.

215 Parliamentary Service Act 1999,s. 64E(2).
216 Parliamentary Service Act 1999, s. 64E(3).
217 Parliamentary Service Act 1999, s. 64G(2).
218 Parliamentary Service Act 1999, s. 64G(1).
219 Parliamentary Service Act 1999,s. 64F.
220 Parliamentary Service Act 1999,s. 64V.
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The PBO’s legislative powers to obtain information from Commonwealth bodies
are strongerduringthe caretaker period andinrelation to the preparation of the
Post-election report. Duringthese periods, Government Departments and
Agencies are required to comply with the request on a timely basis whereitis
practicable and lawful to do soand where doing so would not disclose confidential
commercial information or prejudice national security.***

The Taxation Administration Act 1953 allows the Commissioner of Taxation to
share de-identified taxation information with the Parliamentary Budget Officer.

Independence,accountability and oversight
The Parliamentary Service Act 1999 providesthe Parliamentary Budget Officer with
a highlevel of statutoryindependence.

The Parliamentary Budget Officeris appointed by the Presiding Officers, with the
approval of the Joint Committee of Public Accounts and Audit (JCPAA).*** Each
termis fouryears, with the total length of office not exceeding eight years.

The Presiding Officers may only remove the Parliamentary Budget Officer from
office if they are requested to do so by both Houses of the Parliament due to
misbehaviour or physical or mental incapacity.”*

The Parliamentary Budget Officeris notsubjectto directioninrelationto the
performance of a function.***

The PBO isan exemptagencyinthe Freedom of Information Act 1982.

A corollary tothis highlevel of independence is the accountability and oversight of
the PBO by the Presiding Officers and the JCPAA.

The Parliamentary Budget Officer has a general obligation to keep the Presiding
Officersinformed of matters relating to the PBO’s operation and administration.”*®

> parliamentary Service Act 1999, ss. 64KA and 64MB.
222 Parliamentary Service Act 1999, ss. 64X and 64XA.
223 Parliamentary Service Act 1999,s. 64XE.

224 Parliamentary Service Act 1999, ss. 64P and 64Q.
22> Parliamentary Service Act 1999,s. 64N.

89



The Parliamentary Budget Officeris alsorequired to consultthe JCPAA onthe
annual work plan of the PBO and, whenrequested, to provide draft estimates of
the PBO’s budget to the JCPAA.?*° The JCPAA reports to Parliament on matters
relatingtothe PBO’s operations and resources and, when necessary, its functions
and powers.””” Afterageneral election, the JCPAA may request anindependent

review of the operations of the PBO.**

Administrative agreements relating to the PBO

The PBO’s legislative framework is supplemented by administrative arrangements
relatingtothe PBO’s interaction with Government Departments and Agencies:

e aMemorandum of Understanding (MOU) covering the provision of
information, and

e Australian Government protocols oninteractions with the PBO.

MOU on the provision ofinformation

The Parliamentary Budget Officer has signed an MOU with the Secretaries of the
Departments of Finance and Treasury, with the heads of all other Commonwealth
Departmentsand Agencies electingto be covered by the agreement.

The purpose of the MOU is to facilitate the formation of a collaborative,
productive and collegiate working relationship between the PBO and Departments
and Agencies by supporting the ready and open exchange of information,
documents, knowledge and views.

The MOU is not intended to be alegally binding document, underscoring the
intention thatthe PBO and Departments and Agencies have a cooperative, rather
than a formal and legalistic, relationship.

The MOU has a pro-disclosure bias, with Departments and Agencies aimingto
provide sufficient relevantinformation to satisfy eachrequest. Ataminimum this
would mean providing those documents that would be made available if aformal
request was made underthe Freedom of Information Act 1982.

226 Parliamentary Service Act 1999, ss. 64Qand 64R.
227 Parliamentary Service Act 1999,s. 64S.
228 Parliamentary Service Act 1999,s. 64T.
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Where itis not possibletorelease information, Departments and Agencies would
outline the reason forthe non- or partial release. This mightinclude commercial
or cabinet-in-confidence information, intellectual property rights orthe application
of otherlegislative provisions such as the Privacy Act 1988.

Australian Governmentprotocols on interactionswith the PBO

The MOU is complemented by a statement setting out the protocolsto be
followed by Commonwealth bodies in their engagement with the PBO.**° This
statement, signed by the Prime Minister, Treasurerand Ministerfor Finance, isa
statement of Government policy to supportthe PBOin the performance of its
functions. Inbroadterms, the protocols seekto facilitate and promote the ready
and open exchange of views and information between Commonwealth bodies and
the PBO, and to ensure a high-level of consistency and transparency across
government.

The Protocolsinclude procedures to ensure the confidentiality of information
providedtothe PBO by Commonwealth bodies. Underthe Protocols, the normal
working relationship between Government Ministers and Departments and
Agenciesisamended, with Departments and Agencies agreeing notto tell the
Governmentthe details of information requested by or provided to the PBO, and
Government Ministers and their staff agreeing notto ask forthisinformation.

2% Australian Government (2014b).
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Appendix D - PBO resources

Table D1 (overleaf) provides dataon the resources of the PBO for the period
2012-13 to 2020-21.
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Table D1: PBO appropriations, expenses and staffing

$’000 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Annual (ongoing) appropriation 6,191 7,074 7,013 6,921 6,922 6,753 6,753 6,758 6,791
Addltlon.al 'elezcatolon year 500 489 485
appropriation
Drawdown of special appropriation 700 309 1,327 788 762 993 1,121
Special appropriation closing balance 6,000 5,300 5,300 4,991 3,664 2,876 2,114 1,121 -
Total appropriation for year 6,191 8,274 7,013 7,719 8,249 7,541 8,000 7,751 7,912
Staff

33 35 39 48 n/a n/a n/a n/a n/a
no. at year-end
Staff

18 35 37 42 45 40 45 40 40
no. average

Source: PBO Annual Reports and information supplied by the PBO

230

three years prior to being availableto the PBO inthe expected year of the election.

The PBO receives an additional $0.5 mincreaseto its ongoing appropriation baseevery three years, upon creation of that year inthe
forward estimates (ie when FE3 is created). As suchthisincreaseis subjectto the effects of indexation and efficiency dividend impacts for
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Appendix E - PBO costing and budget analysis requests

Table E1 presents annual dataonrequests and time to completion for PBO
costingsand budgetanalyses, since the PBO’s establishment.

The PBO has received 9,104 costing and budget analysis requests*** since it began
itsoperationsin 2012, completing 7,183 requests over this period, with

1,571 requests withdrawn.”*?

Table E1: PBO costing and budget analysis requests

No.requests | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17°> Total
Outstanding: - 463 76 138 20 n/a
start of year
Received 1,146 1,297 973 4,146 1,542 9,104
Completed 664 1,522 869 3,251 877 7,183
Withdrawn 19 162 42 1,013 335 1,571
Outstanding:

463 76 138 20 350 n/a
end of year
Average time 33.9 13.8 19.7 186 115 18.3
(days)

Source: PBO Annual Report 2014-15,2015-16, information supplied by PBO

The number of costingand budget analysis requests received by the PBO varies
with the electoral cycle, with asubstantial increaseinthe lead up to a general
election. The number of costings receivedin 2015-16 (inthe lead up to the 2016
general election) was more than triple thatin 2013-14 (inthe lead up tothe 2013
general election).

31 The PBO presents data on the number of ‘options’includedinthe requests itreceives;

noting that a singlerequest can contain multiple options.

232 Of the 1,571 requests that have been withdrawn, the vastbulkrelate to a large number
of requests received ‘on spec’ immediately before the commencement of the caretaker
period for the 2013 and 2016 general elections.

**3 Data for 2016-17 is to 31 December 2016.
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This cyclical variation means that to assessthe underlying trend level of demand
for PBO costings and budget analysis requires comparison of equivalent pointsin
the electoral cycle. Whenundertaken, the available datais consistent with there
beinga significantincrease in the underlying number of costing and budget
analysisrequestsreceived by the PBO overtime.

For example, inthe quarterfollowingthe publication of the 2016 Post-election
Report (December2016), the PBO received 755 costingand budget analysis
requests and completed 301 requests. By contrast, inthe quarter followingthe
publication of the 2013 Post-election Report (March 2014), the PBO received
69 costingand budget analysis requests and completed 9requests.

Detailed quarterly dataonrequestsfor PBO costings and budget analyses are
presentedin Table E2.
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Table E2: Requests from parliamentarians and parliamentary parties for costings and budget analyses - quarterly dataz34

2013-14 2014-15 2015-16 2016-17

Quarter ending Sep Dec | Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec
Requests outstanding at start 463 0 o| eo| 76| 124| 51| 115| 138| 165| 125| 382| 20| 203
of period

Requests received in period 825 201 69 202 257 129 214 373 418 424 1,023 | 2,281 787 755
Requests withdrawn in period 121 1 0 40 4 2 1 35 25 28 34 926 28 307
Requests completed in period 1,167 200 9 146 205 200 149 315 366 436 732 | 1,717 576 301
Requests outstanding at end of 0 o| 60| 76| 124| 51| 115| 138| 165| 125| 382| 20| 203| 350
period

Average days to completion 14.2 29 129 | 26.0 224 ] 109 | 293 18.8 | 16.3 16.9 24.4 17.1 58 20.7
Average number of PBO staff 325 | 33.0| 36.7 34.6 36.7 37.8 39.7 38.8 | 38.0 40.5 448 48.7 | 48.0 459

Source: PBO

234

The tables identify the number of ‘options’ received by the PBO, noting that a singlerequestcan contain multiple options.
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Appendix F - Self -initiated researchreports

To date, the PBO has released 28 pieces of self-initiated research, focussing on:

[.  Mediumtermfiscal outlook

II.  Enhancingpublicunderstanding of the budget
lll.  Estimates of the extent of unlegislated measures
IV.  Chart packs

V.  Budgetanalysisandtechnical notes

VI.  Otherself-initiated research reports.
L. Medium term fiscal outlook
Report No 01/2013

Estimates of the structural budget balance of the Australian Government 2001-02
to 2016-17
22 May 2013

Thisreport contained the first published structural budget balance estimates since
2010. Sincethen, estimates of the structural budget balance have beenincluded
inthe official budget papers.

Report No 02/2014
Projections of Government spending overthe mediumterm

22 August 2014

Thisreport discussed the outlook forand drivers of Australian Government
spendingto helpinform discussion about the sustainability of spending overthe
medium term. Official estimates of spending on major programs beyond the
forward estimates period are not published.

Report No 03/2014

The sensitivityof budget projections to changesin economic parameters:
Estimates from 2014-15 to 2024-25

26 November 2014

Thisreport provided an analysis of the sensitivity of the Australian Government’s
2014-15 Budget medium-term projections to variationsin labour productivity
growth, the labourforce participation rate and the terms of trade. This was
additional information to thatincluded inthe budget papers. The level of
sensitivity analysisinthe budget papers has subsequently increased.
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http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Estimates_of_the_structural_budget_balance_of_the_Australian_Government_2001-02_to_2016-17
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Estimates_of_the_structural_budget_balance_of_the_Australian_Government_2001-02_to_2016-17
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Projections_of_Government_spending_over_the_medium_term
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/The_sensitivity_of_budget_projections_to_changes_in_economic_parameters
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/The_sensitivity_of_budget_projections_to_changes_in_economic_parameters

Report No 02/2015
2015-16 Budget: medium-term projections
24 June 2015

The 2015-16 Budget papersincluded projections of the underlying cash balance
and netdebtto 2025-26 but not projections of receipts and payments. Thisreport
included detailed projections of receipts and payments beyond the forward
estimates period to 2025-26 assuming no change in policy settings overthe
projection period.

I1. Enhancing public understanding of the budget

Analysis of particular areas of the Budget
Report No 03/2015

Alcohol taxationin Australia

14 October 2015

Thisreport examined the structure of alcohol taxation in Australiaalong with a
brief overview of how the system came about. It wasintendedtoinform public
policy debate on alcohol taxation, particularly inrelationtoissuesraisedina
Treasury tax discussion paper.>*®

Report No 04/2015
Medicare Benefits Schedule: Spending trends and projections
25 November 2015

This report coordinated data from disparate sourcesto examine the main factors
contributingto growth in Medicare Benefits Schedule spending overthe past two
decades and provided objective projections overthe next decade based on existing
policy settings.

% The Treasury (2015) Re:think: Tax discussion paper, Commonwealth of Australia,

Canberra.
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http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/2015-16_Budget_-_medium-term_projections
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Alcohol_taxation_in_Australia
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Medicare_Benefits_Schedule

Report No 05/2015
Goods and Services Tax: Distributional analysis and indicative reform scenarios
9 December 2015

In the light of discussion about reform of Australia’s tax system, this report sought
to inform publicdiscussion of the potentialfor reform of the Goods and Services
Tax (GST). It provided anindependent analysis of the revenue and distributional
impacts of five indicative GSTreform scenarios that had been canvassedin public
policy discussions.

Increasing transparency around governmentaccounting practices
Report No 02/2016

Higher Education Loan Programme: Impacton the Budget

6 April 2016

Higher Education Loan Programme —supplementary analysis
20 April 2016

The Higher Education Loan Programme (HELP) is a large and growing government
programme that supports participationin higher education. The costs of HELP are
includedinthe budget financial statements but are not separately identified. This
reportdiscussedthe size and costs of HELP and provided an estimate of the impact
of the programme on the underlying cash balance. The supplementary analysis
showed the projected budgetimpact of major policy decisions affecting HELP.

Report No 04/2016
National Broadband Network: Impact on the Budget
14 December 2016

The National Broadband Network (NBN) is a majorinfrastructure investment for
the Australian Government. This paperdiscussedthe budgetimpact of the
Commonwealth’s equity and debtfinancing of the NBN and associated fiscal risks.
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http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Goods_and_Services_Tax
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Higher_Education_Loan_Programme
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Higher_Education_Loan_Programme
http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Report_042016

Report No 01/2017
Future Fund drawdown scenarios: Budgetimplications
8 February 2017

The Future Fund was established to strengthen the Commonwealth’s long-term
financial position by making provision forthe unfunded superannuation liabilities
of Commonwealth employees. This paperdiscussed scenarios forthe drawdown
of funds fromthe Future Fund to meetunfunded superannuation cash payments,
and the budgetimplications of those scenarios.

III. Estimates of the extent of unlegislated measures

Unlegislated measures are those measures from the 2014-15 Budgetand
subsequent updates that have failed to pass or require legislation that has not
been passed by the announced start date. PBO estimates presentthe impact of
unlegislated measuresthatare includedinthe current budget estimatesand
projections. Theydonotinclude new policy decisions unless they amend existing
unlegislated measures nordotheyinclude measures thatare yetto be introduced
or progressed inthe Parliament.

PBO publications on unlegislated measures provide an objective assessment of the
potential impact on the budget estimates (including over the medium term) of
contested measures.

e Unlegislated measures carried forward from the 2014-15 Budget
29 May 2015

e Unlegislated measures carried forward inthe Budget — September 2015
update
8 September 2015

e Unlegislated measures carried forward in the budget estimates —February
2016 update
3 February 2016

e Unlegislated measures carried forward in the budget estimates —June 2016
update
9 June 2016

e Unlegislated measures carried forward in the budget estimates —February
2017 update
7 February 2017
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http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Budget_Office/Reports/Research_reports/Future_Fund

IV. Chart packs

PBO chart packs contain a visual summary of the key drivers of the relevant Budget
or Mid-Year Economicand Fiscal Outlook, and the policy decisions underpinning
them. Data containedinthe charts are primarily based on information published
in Australian Government Budget papers, annual reports, portfolio budget
statements and portfolio additional estimates statements. The charts show the
financial impact of policy decisions up to the end of the forward estimates period.

e  2014-15 Budgetand forward estimates —charts
10 June 2014

e  2014-15 Mid-year Economicand Fiscal Outlook —charts
9 January 2015

e  2015-16 Budgetand forward estimates —charts
28 May 2015

e  2015-16 Mid-year Economicand Fiscal Outlook —charts
13 January 2016

e 2016-17 Budget— charts
1June 2016

e 2016-17 Mid-Year Economic and Fiscal Outlook —charts
12 January 2017

V. Budget analysis and technical notes

Technical note No 01/2015

Factors influencing the reliability of costings of policy proposals: The PBO’s
approach to reliability ratings

30 June 2015

Thistechnical note explained the rationale behind including reliability ratingsin
PBO costing response documents, the factors affecting the reliability of costings
and how these factors are taken into account in determining reliability ratings.

Impact of policy decisions and parametervariations on Australian Government
revenue and spending estimates
24 February 2016

This analysis explored the impact of policy decisions and parameter variations on
Australian Government revenue and spending estimates.
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VI. Other self-initiated research reports

Report No 2/2013

Australian Government spending —Part 1: Historical trends from 2002-03 to
2012-13

10 December 2013

Thisreport examined historical trendsin government spending overthe period
2002-03 to 2012-13. Comprehensiveinformation ontrendsinand key drivers of
governmentspendingisimportant foran understanding of the level of
sustainability of government spending and the future direction of fiscal policy. A
key task of the report was to compile consistent time series of spending data at
the function and sub-function level, which were not published at the time.

Report No 01/2015
National fiscal trends
29 April 2015

Thisreport examinedtrendsin revenue, expenditure, net capital investment and
the netdebt position across all levels of Australian government forthe period
2002-03 to 2012-13.

Report No 01/2016
National fiscal outlook: Asat 2015-16 mid-yearfiscal updates
3 February 2016

Thisreport provided an update to the national fiscal position based on recently
released Commonwealth and state government mid-year updates.

Report No 03/2016
National fiscal outlook: Asat 2016-17 budgets
2 November 2016

Thisreport provided an update to the national fiscal outlook based on
Commonwealth and state government 2016-17 budgets, focussing on the changes
inthe fiscal balance and net debt since the release of 2015-16 Commonwealth and
state mid-yearfiscal updates.
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Appendix G - List of consultations

Parliamentarians

Senatorthe Hon Stephen Parry, President of the Senate

Senator Dean Smith, Chair, Joint Committee of Public Accounts and Audit

Mr Julian Hill MP, Deputy Chair, Joint Committee of Public Accounts and Audit
The Hon Scott Morrison MP, Treasurer

Senatorthe Hon Mathias Cormann, Minister for Finance

The Hon Kelly O’'Dwyer MP, Minister for Revenue and Financial Services

The Hon Chris Bowen MP, Shadow Treasurer

Dr Jim Chalmers MP, Shadow Minister for Finance

The Hon Dr Andrew Leigh MP, Shadow Assistant Treasurer

Senator Richard Di Natale, Leader of the Australian Greens
Senator Nick Xenophon, Nick Xenophon Team

Senator David Leyonhjelm, Liberal DemocraticParty

Staff from the Office of Senator Malcolm Roberts, Pauline Hanson’s One Nation

Mr David Coleman MP, Chair House of Representatives Standing Committee on
Economics

Commonwealth GovernmentDepartments and Agencies
Mr Grant Hehir, Auditor-General, Australian National Audit Office

Ms Julia Neville, Assistant Commissioner, Australian Taxation Office

Mr Dennis Richardson AO, Secretary, Department of Defence

Ms Rosemary Huxtable PSM, Secretary, Department of Finance

Mr Martin Bowles PSM, Secretary, Department of Health

Ms Kathryn Campbell CSC, Secretary, Department of Human Services

Dr David Gruen, Deputy Secretary, Department of the Prime Ministerand Cabinet
Mr Finn Pratt AO PSM, Secretary, Department of Social Services

Mr John Fraser, Secretary, Department of the Treasury

Mr Phil Bowen PSM, Parliamentary Budget Officer, Parliamentary Budget Office

Mr Peter Harris AO, Chairman, Productivity Commission
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External think tanks and other stakeholders
Mr Stephen Bartos, former NSW Parliamentary Budget Officer

Mr Adam Boyton, Deutsche Bank

Mr David Crowe, The Australian

Mr John Daley, The Grattan Institute

Mr Saul Eslake, Independent Economist

Mr Jacob Greber, The Australian Financial Review
Ms Lisa Gropp, Business Council of Australia

Mr Peter Martin, The Age

Professorthe Hon Stephen Martin, Committee for Economic Development of
Australia (CEDA)

Dr Rod Maddock, Committee for Economic Development of Australia (CEDA)

Ms Scherie Nicol, Organisation for Economic Co-operation and Development
(OECD)

Mr Chris Richardson, Deloitte Access Economics
Ms Laura Tingle, The Australian Financial Review
Mr David Uren, The Australian

Mr Shane Wright, The West Australian
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Appendix H - Information requests to Government
Departments and Agencies

Annual data on information requests

There has been asubstantial increase in the number of information requests
received by the PBO from Government Departments and Agencies. Takingroughly
similarpointsinthe electoral cycle, the number grew from 400 in 2013-14 to

745 in 2015-16.

At the same time, there has been asignificantimprovementinresponsetimes,
with the percentage of requests received late falling from 55.1 percent in 2012-13
to 6.7 percent in 2015-16.

Average time torespond has alsofallen substantially —from 13.1 days in 2012-13
to 6.5 daysin 2015-16. Notably, responses were, on average, received early from
2015-16 onwards.

Table H1: PBO information requests - annual data

2012-13 2013-14 2014-15 2015-16
Requests received 332 400 216 745
Percentage late 55.1 47.8 31.9 6.7
Average time to respond 13.1 12.6 135 6.5
Average punctuality (days late) 3.0 5.3 2.9 -1.3

Source: Parliamentary Budget Office(2017)

Department and Agency response times

Table H2 shows information request responsiveness by Commonwealth

Departments and Agencies for 2015-16. The Departmentof Social Services
received the largest number of requests (atotal of 170, or nearly 23 percent of all
requests), with all butone responsereceived by the PBO on time. Additionally, a

number of Departments and Agencies recorded no late responses over the time

period.
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Table H2: PBO information requests - by Department and Agency, 2015-16

Requests | Percentage Average Average
received late timeto | lateness of
(%) respond late
(days) responses
(days)
Agriculture 16 38 6.7 1.2
Attorney-General 22 9 6.6 2.0
Australian Bureau of Statistics 3 - 4.0 -
Australian Compe:tlt.lon and 3 67 50 20
Consumer Commission
Australian Nuclear Science and
.. 1 - 11.0 -
Technology Organisation
Australian Taxation Office 59 - 4.0 -
Commonwealth Grants
.. 1 - 1.0 -
Commission
Communications 11 45 8.5 1.4
Defence 9 11 6.7 2.0
Education and Training 53 8 6.6 6.0
Employment 27 - 8.5 -
Environment 20 5 6.4 1.0
Finance 66 p 6.2 1.0
Foreign Affairs and Trade 12 - 4.3 -
Health 37 30 9.2 2.4
Human Services 31 - 5.2 -
Immlgrzi\tlon and Border 20 5 47 1.0
Protection
Industry and Science 29 21 7.2 3.0
Infrastructure and Regional
12 - 6.1 -
Development
Prime Minister and Cabinet 7 - 6.4 -
Social Services 170 1 7.3 3.0
Treasury 127 7 5.9 8.3
Veterans’ Affairs 9 - 7.8 -
Total 745 7 6.5 3.5

Source: PBO Annual Report 2015-16, p 60.
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Quarterly data on information requests

Examination of the quarterly data since 2014-15 reveals a similar pattern to the
annual data (see Table H3). Thereis a large increase inthe number of information
requestsreceivedinthe June quarter 2016 priorto the general electionon 2July
2016>*° where the number of requests received increased from 155 in the previous
quarterto 374. Despite thisincrease, the average time takentorespondto
requests more than halved, from 10.4 days, in the March quarter 2016 to 4.7 days,
inthe June quarter 2016.

Chart H1 plots quarterly data on information requests received. The peak due to
the 2016 federal election—and the gradual increase inthe lead-up to the
caretaker period—isclearlyvisible.

Chart H1: PBO information requests received - quarterly data
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Source: PBO Annual Reports, Australian National Audit Office (2014)

Table H3 below shows that the timeliness of information requests continued to
improve in the first half of 2016-17.

%% The quarterly data alsoreveal a steady ramp-up inrequests in the two quarters prior to
this quarter as parliamentarians begin the policy development process.
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Table H3: PBO information requests - quarterly data

2014-15 2015-16 2016-17

Quarter ending Sep Dec Mar Jun Sep Dec Mar Jun”®’ Sep Dec
Requests received 62 24 40 90 66 150 155 374 30 115
Percentage late (%) 435 37.5 35.0 21.1 10.6 53 10.3 53 33 1.8
Average time to

17.0 17.3 171 8.5 6.6 6.9 104 4.7 13.7 5.1
respond (days)
Average punctuality 6.9 47 1.9 0.2 0.8 1.1 0.1 2.0 2.5 4.6
(days late)

Source: PBO Annual Reports, PBO Reports to Senate Financeand Public Administration Legislation Committee, Australian National Audit

Office(2014)

27 Includes caretaker period for 2016 general election.
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Appendix I - Proposed amendment to legislation

Implementing recommendation 12 of this report would require anamendment to
the Parliamentary Service Act 1999.

Timing ofthe Post-election Reportofelection commitments

Section 64MC of the Parliamentary Service Act 1999 requires the publication of the
Post-election Reportto be no laterthan 30 days afterthe end of the caretaker
periodfora general election.

Recommendation 12 of this report states that the timing of the publication of the
Post-election Report of election commitments should be delayed to the later of
the firstsitting day of Parliamentfollowing ageneral election or 30 days afterthe
return of the writs from a general election.

To implement this recommendation, the Parliamentary Service Act 1999 would
needto be amended tochange the deadline forthe publication of the
Post-election Report.
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