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DRGAMISATION
FOR ECONOMIC
CO-OPERATION
AND DEVELOPMENT

s DRGANISATION DE
CODOPERATION ET
CE DEVELOFPEMENT
ECONOMIQLIES

11" Annual Meeting of OECD Network of
Parliamentary Budget Officials and Independent Fiscal Institutions

Lisbon, Portugal
4-5 February 2019

MEETING INFORMATION

Accommodation
I'he Portuguese Parliament has negotiated rates at the following hotels in central Lisbon:

“Marqués de Pombal™ neighbourbood — the centre of modern Lisbon

*  Alts Gromde Hotel — Thas is a landmark 5 star hotel m Lisbon with o prime location in central Lishon,
1520 muns walk to the Parliament. Includes a spa and gym. €120-140) pp/pn

o Hotel Murgués de Pombal - This 4 star hotel is cozy, relaxed. and widely recognised for its exeellent
service and Mexibility, 20-25 mins walk (o the Parlivoment. Includes a gym and sauna. €102-116
pp/pn

» Hotel Tivoll Avam Avenwda — This 4 star hotel 1s localed on Avenida Liberdade. Lisbon’s mam
shopping street. 20-25 mins walk (o the Parliament. Has a gym and possibility Lo access spa, outdoor
pool und rooftop bar at the sister hotel next door. €115 pp/pn

“Campo Pequeno” neighbourhood - between the historieal arca and the business centre of Lisbon
= Hotel Grand VI - This 3 star holel is located in a building that, for many years, was the head-office
of Portuguese National Television, 30 ming walk to the Parlizment. Also has an outdoor swimming
pool { seasonul) and spa. €89-98 pp/pn

Each partictpan! is kmdly requested to book the hotel of their cholee nsing vne of the reservation (orms
provided. The forms melude more detailed information about prices, deadlines and contacts. The Allis Hotel
has a more stringenl deadline (28" December). but the others guanmiee prices and rovms (subject 1o
availability) until 10" or 11" January. After these dates the hotels may no longer guarantee preferential rates
and availability,

Cuonferenee Transportation
A buy transfer service will operate on Sunday. Monday and Toesday for participants staymg m the hotels
listed above. Details of the bus transter service are provided below:

Daite | Hotels | Meeting time | Details
Stnday 3" | - Altis Grande Holel | 4 45pm Retum transfer from hotels 1o the
Febriary - Hotel Marques de Pombal Belem Tower tor a Welcome
| - Hotel Tivolu Avam Aventda Reception hosted by the CFP and
UTAQ.
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Monday 4" - Allis Grande Holel | B.15am Transter from hotels (o Parhument
Febrmary - Hotel Marqués de Pombal i for the Annual Meeting.
- Hotel Tivolu Avam Avenida

| When the meeting closes ul 6.1 3pm, buses will availuble to transfer delegates directly
to the National Coach Museum for a tour, followed by o reception and dinner hosted
| by UTAO and the CFP,
Tuesday 5% | - Alus Grande Hotel | %1 5am Transter from hotels to Parliament
Febroary - Hotel Margués de Pombal far the Annual Meeting.
| - Hotel Tivolu Avani Avemda

Currency
e Euro b the official curreney. 1 Euro = approximately 1,14 USD

Entry Passes

Meetmg badges can only be 1ssued o regisiered delegates. For securny ressons, delegates are requested 1o
wear their hadges visibly throughout the entire meeting and during related events. Each delegate should also
carry personal identification with photo at all times,

Meeting Loeation
Conference sessions will take pluce m the Portuguese Parliament. at Palacio de Sao Bento, m Lisbon.

Registration Form

All Delegates must complete the registration form and return it o the OECD Secretanat vin Ms. Héléne
Leconte-Lucas by email af helene, leconte-lucasivosed urg.

Social Programme

Sunday, 3 February - Welcome Reveption

All Delegates are mvited to a Welcome Reception at Belem Tower on the eve of the meeting at [5:00.

Monday, 4 February — Dinner at the National Coach Museum

Al the conclusion of the (irst day of the meeting, all Delegates are inyvited to a dinner 1t the Nationul Coach
Museum.

(]
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DI-AM - Keynote - Paul de GRAUWE

Limits of the Market

Paul De Grauwe

Wonders of Capitalism

* Capitalism (market system) only system that has been
capable of providing increasing material welfare for
large parts of population.

* Why?

® Freedom to produce and consume
Markets with competition
Free trade (globalisation)

® These three factors are responsible for innovation and
technical progress

ing material welfare to unseen levels.
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Other systems have failed

* |n particular communism has failed
Why?

Centralisation of all economic decisions led to two
problems:

¢ |ntractable information problems
® Absence of incentives to work hard and to innovate

As a result:
®* Very little technological changes
® Stagnation.

Contrast between 2 systems

Real Per Capita GDP in North and South Korea

(1290 hternational Dollarsy)
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Cyclical movements capitalism

¢ |If all is so well with capitalism why has it
regularly been rejected, to be reinstated later?

® History of capitalism is one of cyclical
movements.

® Periods of strong growth of capitalism:
® Second half 19th century
e 1980-2008.

® Each time capitalism becomes victim of its own
success and hits its limits.

® Governments take over.

® This happened in the early 20th Century and
especially after Great Depression:

® | arge parts of the world turned to Communism,

® Elsewhere governments took over command of
economy.
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Cyclical movements

® Cyclical movements do not end when
governments take over.

® These governments in turn hit their limits as
during the 1970s

®* From 1980s triumphant return of markets
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Margnale tatieven og hoogie inkomen
SEEEEEEEEE

* Markets and governments seem to
permanently circle around each other,
® Ready to take over when the other fails
® to be pushed away by the other again.
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Questions | want to raise

* What are the limits that constrain the evolution of the
market and that make its success temporary?

* And what are the limits of the state that each time lead
governments to retrench from the economy?

* Are we condemned to repeat these cyclical movements
in the expansion and contractions of markets and
governments?

* |s there a magic equilibrium possible between these
two systems?

Origin of the limits of the market

* Limits arise because individual rationality and
collective rationality are not in tune.

¢ |n contrast with the “invisible hand” of Adam Smith

® | will make a distinction between
® External limits
® [nternal limits
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External limits

® Very generally: individuals do not take into
account the external effects of their decisions

* Example of polluting firm
® Creates costs outside the firm (external costs)

* And does not take these external costs into account
in calculating the cost of what it produces

® Nothing in market system forces firms to take these
external costs into account

® These costs are not “internalized”

Climate change

¢ Extreme example of this problem

* Because most of the external costs cross the
borders making it impossible to allocate the
costs to all those who are responsible for them.

® CO2 emission uncontrollable.
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Internal limits

®* Kahneman:

e System |: emotional dimension
* Love, hatred, fear, sense of justice (fairness)

® System Il: calculating and rational
* Computes costs and benefits of individual decisions

e System | is fast; system |l slow and “lazy”

® |nteraction between two systems (Damasio)

® Balance between two systems necessary to make us
happy.

®* Market system calls upon rational and calculating
capacity of individuals (system Il).
® These react to financial incentives and competition.

* When market system expands rational capacities
gain in importance.

® They become the sole criterion of individual
success.
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® Other individual characteristics of the emotional
System 1 are repressed.

® Many people who care about fairness in income and
wealth distribution, who have intrinsic rather extrinsic
motivations and for whom cooperation matters

® are dissastified by a system that does not attach
importance to these motivations..

® Market system produces a lot of material
welfare,

* but represses feelings that matter to make
ndividuals happy

Individual and collective welfare
(again)

® All this can be summed up as follows: expansion
of market leads to widening gap between
individual and collective welfare

® Result: system is rejected; it is perceived as
unfair, cold and brutish.

® Social consensus that free market system needs
for its survival is undermined.

° Gmwmg income and wealth inequality makes
this outcome mcreasngly likely..
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Self-destroying success

®* When market system hits its limits the state is
strengthened.

® Dynamics is created that shrinks the market,

* when market system leads to destruction of
environment

* when inequality becomes unacceptable.

* There is something self-defeating in market
system.

Absence of self-regulations

¢ Capitalism is not capable of self-regulation that
will prevent hitting its limits.

® These regulatory systems can only be created
and maintained by governments. .
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How to marry individual and collective
rationality?

® Essence of the theory

® Tax those who generate external costs; this forces
them to internalize these costs.

® Redistribution of income and wealth
® Social security and social investment

® This is necessary to save capitalism

Knowledge insufficient for action

* \We know what should be done
® But will it be done?

® Not necessarily, because governments also hit
their own limits

® These make it difficult to impose the collective good on
individuals who only care about their private welfare.

® Also in politics there is wide gap between collective
and individual rationality.
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Limits to political system

® |ndividual interests fight governments that want
to promote collective welfare.

® This reduces the capacity of governments to act.

* And creates danger that governments are
instruments of individual interests.

Democracy:
least bad system

® Challenge: bridge the gap between individual
and collective rationality.

* Difficult but chances of success greatest in
democratic systems.
® |n these systems consensus building about what
should be done easiest.

¢ Allows for bottom-up pressure from the people
towards the politicians so as to force them to do
something about environment and inequality

o Democracy is fragile: when liberal economlc
systems hit Iirnitsthay mwte -authoritarianism
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* Autoritarian systems fail dismally

® Private interests infiltrate these political
systems much more than democratic
systems.

® Result: discrepancy between private and
collective interests is much larger than in
democratic systems.

® \Weak bottom-up pressure

T —

Cyclical movements between
market and state

¢ History of last 200 years: cyclical movements in
power of markets versus governments.

® Question is: will this history repeat itself?

* |f so: will the recent expansion of the market be
temporary and lead to a return of the state as
the leading force in the economy?

T —
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Is this likely to happen?

® | would say yes,

® |t will be very difficult to control the
environmental effects of economic growth.

® Negative environmental effects threaten to
become so overwhelming that they will
destabilize societies.

e Similarly growing inequality will lead to political
upheaval

* Authoritarian political systems are likely to take

Conclusion

Future looks somber

But this should not be reason for despair.

® QOur grandchildren will not forgive us

* if we do not act today to avoid environmental
catastrophes

® |f we fail to making system fairer.

®* We are condemned to act.

* Action will have to be on many fronts
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* Let me make just a few suggestions
® Moratorium on structural reforms:

* Structural reforms have been ill-designed, top down attempts
to push more market forces through the throats of millions of
people

* who reject these because they hurt

* They now turn to populists who promise to deconstruct these
reforms

¢ Boost public investment
* They are needed for the environment
* They are needed for social stability (example: social housing)

* We have to free ourselves of dogmas

* One such dogma: balanced budget, i.e. no bond
financing of investments

e All investments should be financed by current
revenue

® No well run company follows such a rule

* Result of this idea is that governments are reducing their
responsibility to provide essential public goods
(infrastructure, energy investments, environmental
investments, social investment)

nae 113 OECD SEMAIITP 39 &4 ZUEDN & 59



Why public investments should be financed
by issuing debt

* Public investments generate benefits for future
taxpayers

* Balanced budget rule forces governments to present
the full cost of public investment to current taxpayers

* Through higher taxes
® And/or less spending

* This creates much resistance from current taxpayers
and gives little incentives to politicians to invest

* Bond issue solves this problem:
* By financing investment with bonds
® |nterest costs are spread over time
® So that the future benefits and costs are better aligned

Objection: government debt is too high in many EU
countries

Answer: what matters is net debt

We have to look at assets and liabilities in government
balance sheet
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* Policy-makers should set aside
® their fears and their dogmas

® and start massive public investment programs

* in the physical and social environment
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DI-AM - Session 1 - Jenny WILKINSON, Australia

_ﬁi :& Parliamentary )
2 gudget Office Jenny Wilkinson

Parflamentary Budget Officer, Australia
February 2019

Understanding the fiscal
impacts of tax policies:
the PBO contribution

e ——— |
Purpose of the Australian Parliamentary
Budget Office

The PBO seeks to inform and improve the public policy
debate, by providing independent and non-partisan analysis of
fiscal policy.

The PBO services the parliament and the public:
= confidential advice is provided to parliamentarians

* publicly available advice is provide to parliamentary
committees

= independent research and analysis is published by the PBO
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Scope of PBO functions

» To provide estimates of the fiscal impact, over the short and
medium term, of policy proposals to change Commonwealth
expenditure and taxation arrangements

* To improve transparency around fiscal policy settings and budget
proposals through the provision of budget analysis and
independent research

* To publish the aggregate fiscal implications of the election
commitments of major parties

Paliamentary Budgrt Difke i

PBO analysis of tax policies

Three broad categories of analysis:

Legislation
put before

Policy proposals

from individual

parliamentarians parliament

Research into

Includes new tax measures specific tax Includes providing
and amending existing matters supplementary information
measures and analysis of amendments

Inchudes analysis of
medidm-t2rm |"\|lf||l:" tions
ustainability issues and

distributional analysis
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e — |
PBO aims to be transparent about
budget implications

* Budget impacts are analysed over the medium term (budget year
plus ten years)

» Key assumptions and costing methodologies clearly outlined,
including behavioural responses

* Uncertainties associated with analysis are explained
* Distributional analysis is provided, where requested and available

= Broader economic effects generally not incorporated in analysis,
but source and direction of impacts are discussed

Adequate resourcing is critical

Reliable and credible analysis of tax policies requires:
» access to tax data at aggregated and individual level

* access to tax models used within government — both
microsimulation models and aggregate projection models

* capability to build and run a wide range of tax models

= excellent understanding of tax policy frameworks and current tax
policies, including the interactions between different policies

= understanding of the evidence on behavioural responses

= careful quality assurance and judgement
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PBO resourcing for tax policy analysis

= 10 staff dedicated to tax policy proposal analysis
» 2 staff dedicated to tax policy research

* a Memorandum of Understanding between the PBO and
government departments that provides access to all of the data and
models used within government, including taxation models used to
produce budget estimates

* Individuals with SAS modelling skills, and IT equipment capable of
managing large databases

Case study: 2018
Personal income tax plan
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e — |
2018 Government proposal to cut
personal income taxes

* To be implemented over seven years:

— Stage 1 (from 1 July 2018): relief for low-to-middle income
earners

— Stage 2 (from 1 July 2022): reduce impact of ‘bracket creep’
— Stage 3 (from 1 July 2024): simpler and flatter taxes

= Budget papers published the fiscal impact for each year over the
forward estimates (2018/19 — 2021/22) and the aggregate impact
over the medium term (2018/19 — 2028/29)

= Some distributional analysis released

e ——— |
The Government published aggregate
impacts over the medium term

Aggregate cost of tax cuts over medium term

S$Billion SBillion
100 - ___ Benefits lower-to-middle - 100
; income earners '
80 -4 80
60 Benefits higher 7| 60
income earners
40 1 40
20 20
o L— — 0

Stage 1 Stage 2 Stage 3
(18/19—28/29) (22/23—28/29) (24/25—28/29)

Source: Pedzonol income tox plon = further informotion (Treoiurg Senale Estimates, Moy 2018
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Opposition and crossbench parties
requested supplementary information

Ahead of parliamentary debate, PBO received requests for:
* year-by-year budget impact of each component of the tax package
* vyear-by-year budget impact over the medium term
« distributional analysis of the impact of the package by:
- income

— gender

Different start dates implied annual
impacts differed from aggregate impacts

Annual costs of tax cuts

SBillion BBIIImn
15 - 15
T2 12
Stage 2
Stage 3
= T 9
6 6
Stage 1
i l 3
o - 0
19/20 23/24 2?{28

Source: PRO costing — Persanal income fox plon [athice provided fo Senator Ketter, 5 June 2015)
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Benefits of tax cuts differed by gender

Number of individuals receiving tax cut by gender

Millions Millions
8 1 8
6 F 1 6
4 1 4
2 12
0 e -J_n._; 0

Stage 1 Stage 2 Stage 3

(18/19) (22/23) (24/25)

Source: PROD costing — Persanal income tox plon (adhice provided Fo Senator Ketter, 13 June 2018)
Paliamienitar

PBO distributional analysis illustrated
impact on average tax rates

Expected change in average tax rates by income

il 2017-18 to 2026-27 % pts
i - 6
Before
2L tax After tax 4 5
w2 package package ,
= 13
’ 2
- 0
1st 2nd 3rd 4th 5th
Quintile

Source: ME0 = 2018-19 Budget: medivm-term hudgel projections {6 September 2018), Figute 3-4

68 & X113 OECD SEMIIIF 3l9 &4 AUEDAN nage



s —————
PBO distributional analysis illustrated
impact on average tax rates

Expected change in average tax rates by income

% pts 2017-18 to 2026-27 % pts
6 r - B
Impact of tax
5 r package 1 3
4 4
3 3
2 2
1 1
0 (4]
1st 2nd 3rd
Quintile

Source: PO = 2018-19 Budger: medium-term budpe! profections (6 September 2018), Figure 3-4

Benefit of PBO analysis

= Credible, independent, timely source of information to inform the
parliamentary debate

* Enhances the Parliament’s understanding of the budget and
distributional impacts of the proposal tax cuts

* Provides parliamentarians with access to information they would
previously not been able to access, including information about
amendments they were proposing

* Personal income tax plan eventually passed Parliament, with the
support of nine of the 10 crossbenchers
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PO Box 6010

Thankyou Parliamant House

CANBERRA ACT 2600
Australia

Phone: +61 2 6277 9500
Email: pbo@pbo.gov.au

b

M

70 & X113 OECD SEMEIIF 39

Jx
1%
[

HE A naBe

0



DI-AM - Session 1 - Luiz DE MELLO, OECD

OECD Network of Parliamentary Budget
Officials
Lisbon, 5 February 2019

Luiz de Mello
OECD Economics Department

Context and background

High tax takes, spending and debt in OECD countries

Governments under pressure to be efficient and cost-
effective

Conventional assessment of tax policy tends to focus on
budgetary impacts

Several other impacts are also Important: allocative
efficiency (growth), incidence (income distribution), etc

Tax policy as part of broader public finance reform,
including spending

nase
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@)  The tax take has risen gradually

Pri i usted for the
e rimary receipts adj r the cycle
GDP

15

Area where greater size
Area where greater size means lower GDP goes with higher GDP

I . 1 I_j'_!

™=
o 58
E’ FRA A iy
T A DNK
a A BEL
o A Aur Nm"'m
25 asd hcrc
2 o A TTA
= = U
E-E A" ASVW  APRT 'y A
§8
g8 ad Aaes p AUz
S o poLSYR PN AcAN
EE 351 & =m &JSAL‘*LE‘ Nt
[1-]
- 2 M
E s 204 CHE |
£8 A
w 2
M E oag + - - M - ¥ ' -
n T oa 08 08 1 12 14 18 18 2

Index of perceived government effectiveness

Source: Fournier and Johansson (2016) and 2018 update of Bloch et al’s {2016) database.
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@» OECD inputs to tax reforms

Estimate long-term effects of policy reforms on

* Qutput per capita
» Household disposable income by decile allowing to gauge

* Moves relative to other deciles
* Changes in absolute income levels by decile

With econometric regressions

* Production function framework for output
* Estimation by decile
* Long-term effects (after cyclical impacts have played out)

On an internationally comparable dataset

* Covers 35 countries over 1985-2014
» Adjusts for cyclical effects

@» Tax policy has long-term growth and
distributional effects

Permanent percentage effect on output per capita of a tax change
(unchanged overall government spending and revenue)

Ralsing recurrent property taxes (0.2 pp of GDP) _

Lowering wealth taxes (0.1 pp of GDP) P b

ing the tax burden on above-average labour earnings (1.7 e
pR

Lowering the CIT effective rate (4.4 pp)

Increasing inheritance taxes [0.06 pp of GDP)

Easing the labour tax wedge on low earnings (1.7 pp)

@ ineguality-widening | inequality-narrowing B no identified effect on inequality

Note: The magnitude of the tax changes is the standard devintion for each country averaged across countries. The
brackets show 10% confsdence intervals,
Sowrce: Courndde, Fournier and HoeBler [2018)
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Distributional effects: net wealth taxes

Estimated long-term change in disposable income after permanently reducing net
wealth tax receipts by 0.1% of GOP while increasing other taxes
= Lower bound @ Estimate - Higher bound
45
4 r
15 " -
g 15 "
£ . .
g yx L] I & - . ™ ] L] -
® 1 i
05 | i - -
) | | i -
01 D2 D3 o4 D5 06 o7 D8 D3 o1
POOREST 10% DECILE OF INCOME DISTRIBUTION RICHEST 10%

MNote: the bounds delineate 90% confidence intervals,

Source: Courngde, Fournier and Hoeller (2018).

@)  Distributional effects: inheritance taxes

Estimated long-term effect on disposable income of a large tax-mix shift involving
increases in inheritance taxes allowing proportionaly cuts in other taxes

A large tax-mix shift is defined as having a 10% probability of being observed over 20 years

= Lower bound  ® Estimate  — Higher bouwnd

% CHANGE IN INCOME
(¥

D1 D2 3 o4 o5 (+]3 o7 DB D9 o1o
POOREST 10% DECILE OF INCOME DISTRIBUTION RICHEST S0

MNote: the bounds delineate 90% confidence intervals,

Source: Cournéde, Fournier and Hoeller (2018)
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@» Distributional effects: tax on low-wage
: earners

Estimated long-term effect on disposable income of reducing the labour tax wedge
applicable at 67% of average income by ane percentage point while increasing other
taxes proportionally to compensate the revenue loss

1

15
= Lowar bound  ® Estimate Higher bound
g 2
- w ™
Z s 1 . . .
& 1 ™
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D1 D2 D3 D4 0s DE D7 DB (k] D10
DECILE OF INCOME DISTRIBUTION RECHEST 10%

POOREST 10%

MNote: the bounds delineate 90% confidence intervals,

Source: Courngde, Fournier and Hoeller (2018).

@» Shifting spending away from subsidies boosts
' output but only raises above-average incomes

Estimated long-term change in disposable income after permanently reducing
subsidies by 0.1% of GDP while increasing other spending items
= Lower bound @ Estimate Higher bound
4
3
w B L]
3 ? !
[ ]
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: | 1 4
o L 1 »
# i &
-
-2
D1 D2 D3 D4 D5 D& b7 D8 o9 oo
PODREST 10% DECILE OF INCOME DISTRIBUTION RICHEST 10%

MNote: the bounds delineate 90% confidence intervals,

Source: Courngde, Fournier and Hoeller (2018).
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@» Understanding distributional impacts helps to
' design reform packages

35 a0

Long-term change in disposable income following a ¥ per
o cent of GDP increase in environmental taxes accompanied by 35
a same-sized reduction in the all-in tax wedge on low-income

30

25
20

B Bottom guintile & Middle guintile = Top quintile

Cournéde, Fournier and Hoeller (2018).

Another example: combining subsidy cuts with
reduction in the low-income tax wedge

40
Long-term change in disposable income following a ¥ per cent
of GDP cut in subsidies accompanied by a same-sized reduction 35
in the all-in tax wedge on low-income earners
30

25
m Bottom quantile A Middle quintile e Top quintile
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Source: Cournéde, Fournier and Hoeller (2018).
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@» Political economy of tax reforms

» Ease effective marginal tax rates on low-
income earners

+ Hike inheritance taxes

Reduce disposable
income disparities

Leave disposable o
e Ao el * Increase public investment
el feE=Ts| IV (o s 1ol [Ts B - Rlaise recurring property taxes

ORI ERINC - | ower effective corporate income tax rates
income levels for all

_Widen income BRSNS
disparities, but leave

no group worse offin Lower wealth taxes

terms of absolute « Lighten the tax burden on above-average
% labour earnings

income

Thank you
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These reports provide additional results and
more detail on the analysis
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DI-AM - Session 1 - Sander VAN VELDHUIZEN, NLD (2% H.o}¥7])

nds Bureau for Economic

Tax policy and its
economic and budgetary
impacts: The Dutch case

Sander van Veldhuizen

nds Bureau for Economic

Contents

* Macroeconomic forecasting
at CPB

= CPBs toolkit

« Two case studies
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Medium-term
ECONOMIC
outlook

Govermments General
public policy elections

4 years forecast cycle |

\ | Thse Distch Frdiurm

| f Rt emitieak and Lhe
Furnpean Eurdgeay
Fules

Medium-term

economic outlook Coalition
Agresment

Tax changes government
Forecast March

(CEP) (Tax Plan or policy propasals)

Ex ante certification CPB

Yearly budget cycle

Forecast June
Forecasts for 1-2 years bl

Update of budgetary impact by
C— Ministry of Finance

Short-term economic outlook
CcPB

Forecast

September (MEV)

Economic and budgetary impact
of tax measures

{ex poit certifying CPB)
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Contents

« Macroeconomic Forecasting at CPB
« CPBs toolkit

« Two case studies

CPBs models

e®e
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MICSIM

(e

N

Main elements

mdid for
labour
supplhy

MICSIMs results

SAFFIER
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Contents

« Macroeconomic forecasting at CPB

» CPBs toolkit s.n“-_ﬂ

- Two case studies \
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Dividend Withholding Tax (I)

Confidance in the Puturs g
b ¥ ¥ on

Coalition Medium-term Political
Agreement outlook tensions
« £ 1.4 billion * No domestic « € 1.9 billion
macroeconomic
impact

]
el T g
Pl e gt

Abolition of MNew tax
DWT measures

e Lnilever stays in

= High uncertainties
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Fram spring 2017 to spring 2019

General tax credit

= Budgetary impact: €1.5 billion
s Structural employment +0.1%
= Small negative impact on hours worked [income-effect)
=Small increase in pr activity

i * Income Inequality incre i |

Specific tax credit

= Budgetary impact: €1.5 billion
= Structural empl

= Maore
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Thank you for your attention
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DI1-PM - Session 2 - Flavio PADRINI, Italy

=20
%
SE 3
TR g
S 2 : e g
ERE Budget situation in Italy

and role of the PBO

Flavio Padrini
Head of the Public Finance Division
e - 11" Annual Meeting of the OECD Network of Parliamentary
F AN YL Budget Officials and Independent Fiscal Institutions
W o Lisbon, 4™ February 2019

What happened? September/October

* Government presented the macro-fiscal strategy (1.5%
growth and 2.4% deficit ratio in 2019)

* During parliamentary hearing on the macro-fiscal
strategy, PBO did not endorse macroeconomic
forecasts and provided negative assessments of the
fiscal strategy

* Government did not change macro-fiscal strategy;
Parliament gave the go-ahead

* European Commission (COM) listed PBO's non-
endorsement as one of the reasons for asking a
revised draft budgetary plan (DBP)

upB = 2
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What happened? October/November

* Revised DBP basically the same as the original one (except
for very high privatisation receipts contributing “ex-ante” to
the decline of the debt ratio)

* During parliamentary hearing on the Budget Bill, PBO
reiterated the risks of the budget strategy, specifically on
some specific measures (notably pensions)

= COM announced intention to open an EDP

* Discussion in Italy on whether the Budget Bill was actually
constitutional (balanced-budget rule in the Constitution)

* In all this, interest rates increasing and staying high

* At the end, the Government decided to negotiate with COM
deficit targets more in line with fiscal rules and embedded in
a more realistic macroeconomic scenario

upB = - - 3

What happened? December/January

*« Agreement reached in December (1% growth and 2%
deficit ratio in 2019)

* During parliamentary hearing on the agreement, PBO
gauged real growth assumption as still high but the
nominal one as plausible; fiscal strategy more in line
with fiscal rules and more sustainable but a number
of risks remain

* Budget Law approved by Parliament thereafter

* Government decree on pension and minimum income
presented last week (PBO hearing tomorrow)
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Macro forecasts optimistic by now
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...but a number of risks remain
133%
132% -p
131% "".”. . i e SR e G
130%
129%
128%
127%
126%
125%
2017 1018 209 2020 2001
sssnes AP [nov, 2018) Latest MoF Forecasts [dic 2019) = == Deactivation of "safeguard clauses”
upB.f==—= — —
Keep following us
for more updates
www.upbilancio.it
upB. 75— — — B
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D1-PM - Session 2 - Kathie HILL, Australia

Katie Hill
11" Annual Meeting of the OECD network of PBOs and IFls
Lisbon, Portugal
4-5 February 2015

New South Wales context

’>

1;* *  NSW is Australia's largest State economy
Ji *  Government revenues 581,76 billion
*  Government expenses 580.66 billion
* Fastest growing state economy in Australia,
gross state product of A5557.9 billion in

.ﬁ 2016—17, a third of national gross domestic
-;l ¢ product
) = Government expected to spend 589.7 billion
o e over the next four years on infrastructure

* N5W has no debt and is a net lender (General
Government Sector), with a AAA credit rating
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PBO- 1 yearin 4 years
= NSW has fixed Parliamentary terms:

— Elections are held the third Saturday in March every four
years

— MNext Election is 23™ March 2019
* NSW Parliament took the view it needed a PBO only in
the lead-up to elections.
* NSW PBO is appointed for a term starting in
September every fourth year in advance of the
election.

Establishment of Parliamentary
Budget Offices in Australia

= The N5W PBO was established by the Parflamentary Budget Officer Act |
e 2010 2010

1 First NSW Parliamentary Budget Officer appointed

= Commonwealth Parliamentary Budget Office established

| *+5econd NSW Parliamentary Budget Office

= Victorian Parliamentary Budget Office established

= Third NSW Parliamentary Budget Office
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Current NSW Parliamentary Budget Officer
Stephen Bartos

= Appointed for 2015 election and
re-appointed for 2019 election
Former Commonwealth Finance
department Deputy Secretary and
head of Budget Group

* Also previous Professor of Governance
and economics consultant
Publishes regularly on public policy
and finance

What does the NSW PBO do?
The NSW PBO has two principal functions:

1. Costs “announced or proposed” election policies
for the Premier and Leader of the Opposition.

2. Publishes Budget Impact Statements 5 days before
the election.
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Costings (1)

* A costing is the best estimate of the impact of a
proposed policy on the forward estimates (that is,
the current budget year, 2018-19, and the next
three years)

* Considers expenses, revenues, capital, net lending

« Spells out all the assumptions needed to work out
the costs of a policy

* Costing can include a ten year impact, usually for
major infrastructure projects and revenue

Costings (cont)
How does the PBO cost a policy?

* The PBO staff review policies to determine whether the PBO
requires further information from a Government agency to
prepare the costing.

= Agencies are obliged to provide information unless there is an
overriding public interest against disclosing this information.

* With agency information, the PBO prepare independent
advice, outlining the key assumptions, calculation methods
and models used to prepare the costing.
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Budget Impact Statements (2)

— Two Budget Impact Statements are prepared,
Government and Opposition

— The Statements list all policies (spending, savings,
revenue increases, revenue decreases) and show
the impact of these on the forward estimates

— The NSW PBO uses a Pre-Election Budget Update
issued by Treasury as the starting point for the

Statements

OECD Principles for Fiscal bodies

Principle

Role of the NSW Parlismentary Budget Office

Mianage Budgets within clear, credibile and
prodictable limits for fiscal policy.

Prepare Bindget Impact Statements over @ four yesr
petiod for the twa magor politicsl panties in NSW

Clasely align budgets with the medism-term
strategic priorities of government

Ensure Budget Impact Statements accurately reflect
palices of both pobtscal parbes

Design the copital budgeting framework in order to
maeel national development needs in & cost-elfective
and coherent manner,

Wihile the PBO oot RoT have & Oirect role, it provedes
inpat ima capital budgeting through the pregarstson of
costings relating (o infrasiructure progects that impact on
CAPITN Peppraditure

Ensure that budget documents and data are open,
traniparent and acceisible.

All announced costings of electon palicies are published
on thir PEO wabire

Buidped bmpact Statements sre publiihed an the PBOD
wolile

Provide for an inclusive, participative and realistic
debate on budgetary cholces

Published Costings and Budget fmpact Statements
Afuppart informed dhcussien on pelior

The PRD nan independent olfice that has a mandate 1o
request atdvice rom Government agendies and prepare
ndepandont coating modei
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OECD Principles for Fiscal bodies (contd)

Principle Robe of the NSW Parllamentary Budget Office
Present a comprehentsive, accurate and rellakle - The Budget impact Statements support the
stcount of the public finances. preparation of the incumbont Govemment's

Budge! lollowing the election

Actively plan, manage and monitor budget
exEcution,

The PAD plays an active role n budget execution
during an elsction year through the preparation
of the Budget Impact Ststerments. The Satements
are st on advice from the current Govermmend
with inpt from the PBOS commng of slection
polickes

Ensure that performance, evaluation and value For
money are intagral to the budget process.

While the PBD doet nol prowvide comment oh the
maerits of a poldicy, aiaumptions wvad to determine
thie costing will provide Infarmation fof the
gentral public to make their own determination
of tha palicy.

Identify, assess and manage prudently longes-term
sustainability and other fiscal rishs,

The assumpiions used to prepare costings will
ergtling rishoy and reference lpager term of woondg
rouand efledt impacts ol a wpetilic palicy

Promaote the integrity and quality of budgetary
forecasts, fiscal plans and budgetary implementation
through rigorous quality aisurance including
Independent awdit.

Through the costing process, the PRO provides
indppendent linancial anabysis of palices and
provides an ihdependent sudi of sorts ol the
state accounts primediately before an electon

Questions and Answers
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DI-PM - Session 2 - Marcos MAKON, Argentina 1

Cor. Marcos Makon
General Director -OPC
11th Annual Meeting of OECD Parliamentary Budget Officials and Independent

RELEVANT FISCAL DATA
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Argentina: Federal Government Operations 2004-2018 —
{cash bass, % of GDP)
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OPC

ABOUT THE OPC

The Congressional Budget Office (known by its Spanish acronym, OPC) Is an autonomous body of
the Argentine National Congress whose basic role is to provide technical assistance to both
Chambers of Pardiament In the analysis and follow up of fiscal matters.

It intends to feed info the legislative debate with technical tools that facilitate the interpretation of the
Initiatives that Invalve public resources, both those that emerge in Parliament or those that come from
the Executive Branch of Government,

LEGAL FRAMEWORK AND RESOURCES —

The OPC was created by Law 27,343 In 2016 with great consensus In Parliament.

It has a separate budget within the Legislative Branch. The General Director is responsible for the
administrative and financial management of the office.
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WHAT IS NOT THE OPC?

» Audit institution
» Congressional committee

» Agency that replicates functions of the Finances Ministry

WHO OVERSEES ITS OPERATIONS?

The management of the OPC s supervised by the Parliamentary Oversight Committee,
which includes the authorities of the Budget and Finance Committees of both Chambers of
the National Congress. Its main task is to approve the intemal regulations of the Office, its
annual work plan and budget and the accountability for its management. It can formally
request both Chambers the dismissal of any of the Directors due to misconduct,

100 & X113 OECD SEMAIIF 59 &4 ZW2IA
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STRUCTURE

The highest authority of the OPC Is the General Director, assisted by four
directors with specific functions in different subject areas: Budgetary analysis,
Tax analysis, Research, analysis and evaluation, and Debt sustainability analysis.
They remain in their positions for five years and are appointed through a
competitive selection process, It also has a permanent staff of twenly analysts
selected by the same way,

REPORTS AND ACCESS TO INFORMATION

» The OPC carries out analyses and projections according to that established In Law
27,343 and upon request of the Budget and Finance Committees of both Chambers.
They are published on the OPC website.

» To develop its work, the law provides for full access to the Integrated Financial
Information System (known by its Spanish acronym, eSidif), the Debt Management and
Financial Analysis System (SIGADE). Additionally the OPC has obtained access to the
National System of Public Investment (BAPIN) and other information systems of the
National Administration (ex. SIFEP).
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REPORTS AND ACCESS TO INFORMATION

+ The OPC work covers different toplcs:

+ National Administration Budget Draft

+ Public Sector Budget execution

«Impact analysis of budgetary management
+ Public debt

- Tax policy

« Fiscal federalism and other studies

COMPATIBILITY WITH IFI s FUNCTIONS ACCORDING TO OECD

Analysis of long-term fiscal X
| sustainabllity

Macroeconomic or fiscal X
forecasts

Monitoring compliance with X
fiscal rules

Support legistature in budget X
analysis

Policy costing X
Costing election platforms

102 & X113 OECD SEMAIIF 39 &4 ZU2IA
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COMPATIBILITY WITH IFI's PRINCIPLES ACCORDING TO OECD

Local ownership
Independence and non-partisanship
Mandate

Resources

Relationship with legislature

e | € | = | =X |

Access to information X

Transparency X
Communication X
External evaluation

INITIAL STEPS

* The Parliamentary Oversight Committee approved the internal regulations of the OPC
» Consolidation of the physical infrastructure (office space and IT systems)

» Institutional website: www.ope gob.ar. Provides a transparent communication platform and online
access to information

» Launching of the Institutional Communication and Media Plan
* About 20 reports published .
» First competitive selection process to appaint analysts
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WHAT 'S NEXT?

» Development of own macroeconomic and fiscal forecasts

» Development of Inhouse database integrating fiscal data for federal, provinctal and municipal public
sector

» Training and technical support for congressional advisory staff
» Selection of permanent staff of analysts

& Inclusion of external evaluation

+ Development of etfective communications channels

*  Appointment of the Advisory Council

+ Encouragement of sub-national IFls

CHALLENGES

» Toreduce information asymmetry between Executive and Legislative Branches regarding Budgat
data

» Toexpand the production of reports maintalning and enhancing quality
» Tolnclude impact analysis in our reports
# Tobecome a reference source for legislators

» Tobecome a respected institution for citizens, NGOs and other IFls due to the objectlvity and high
quality of our reports
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RISKS

External pressures (from politics,/lobby groups)
» Failure to achieve high-quality analysis

»  Loss of political support
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- PM- Seggiam 2- Movcas

J') CONGRESO DE LA NACION
'-_I-.; ARGENTINA

S

1. ABOUT THE OPC

The Congressional Budget Offlee Cknawn by its
Spanish acronym; GPC) is an autonemous body
of the Argentine National Conaress whose
baslc'role is to provide technical assistance to
the Parllament In the analysls and follow up of
fiscal matters.

It Intands to feed into the leaislative debate with
technical tools that facllitate the interpretation of
the Initiatives that invelve gublic resources, bath
those that emerge in Parliameant or those that
come from Executive Branch of Government.

2. STRUCTURE

The highest authority of the OPC is the General
Director. assisted by four directors with specific
funetions in different subject areas: Budgetary
analysis, Tax analysis, Studies, analysis and
evaluation, Debt sustainability analysis, They
have a five-year mandate and are appointed by
means of a public competitive examination. |t
also has a permanent staff of analysts selectad
by the same process

3. REPORTS

The OPC carries out analyses and pirojections
according te that established in Law 27,343
and upen reguest from the Budget and
Finance Committees of both Chambers. They
are published on the OPC website.

To develop Its work, the law provides for full
access to the Integrated Financial Information
System tknown by its Spanish acronym, eSidif).
the Dabt Management and Financial Analysis
System (known by Its Spamsh acranym.
SIGADE). Additionally the OPC has obtained
access to other information systems of the
National Administration,
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OPC

Legal framework

The OPC was craated by Law 27.343. Its function
is to ensure compliance with the Financial
Administration Act (Law 24,156), the
Complementary National Adminlstration Budget
Act (Law 24,8629) and the Federal Administration
of Public Resaurces Act (Law 25152) amang
other rules:

Qur values

» Methadological rigor

+ Technical jmpartiality
+ Political Independeancea
* Transparency

The management of the OPC | supervised by
the Parliarmentary Oversight Committes,
composed of the adthorflies of the Budget and
Finance Committees of both Chambers of the
Natlonal Congress, whose main task s to
apprave the internal regulations of the Office, its
annual work plan and budget and the
accountability for ts management.

The OPC work covers different topics:

= National Administration Budget Draft

* Public Sector Budget Execution

* Impact analysis of budagetary management
* Public debt

* Tax policy

* Fiscal federalism and other studias
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1. SOBRE LA OPC

La Oficina de Presupuesto del Congreso (OPC)
es un arganismo desconcentrade del Canareso
de |z Nacion cuya mision basica es asistir
tecnicamente al Pariamenta en el analisis v
seguimierito en materja fiscal

Tiena al propdsito de alimentar el debate de los
letisladores con herramlentas téchicas guo
faclliten la interpretacién de las iflciativas que
se generen desde el Congreso o desde el Poder
Ejecutive y comprometar recursos publieos:

2. ESTRUCTURA

La maxima autoridad de la OPC es el Director
General, asistida por cuatro directores con
funciones especificas en las siguientes areas de
estudio: Analisis Presupuestano, Analisis Fiscal
Tributario, Estudios, Analisis y Evaluacian deal
Impacta de Politicas Pdblicas y Analisis y
Sostenibilidad de la Deuda Publica, Duran cinco
afios en sus funclones y su designacion se realiza

par concurso de oposicion ¥ antecedentes. Cuenta,

ademas, con un cuerpa de anallstas seleccicnados
poral misme procesa.

3. INFORMES

L.a Oficina realiza analisis y provecciones
conforme a lo estableciao an la ley de creacion

y a ped|do de las Comisiores de Presupuesto

y Hacienda de ambas Camaras del Congreso
Macional Los mismos son publicados en la pagina
web de la OPC y pueden descargarse |lbramante,

Para desarrollar su labar, |a ley prevé el geceso al
Sistema Integrado de Informacion Financlera
(eSidif), al Sisterna de Gastion y Administracidn
de la Peuda Publica (SIGADE) y puade sollcitar
acceso a otros sistemas de informacian de |a
Administracién Macional

Mi11=2l OECD SEMEIIF 219 &4
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OPC

Marco Legal ,

La OPC fue creada por |a ley 27,343, En su labor, la
Oficina debe contemplar el cumplimients, entre
otras normas, de la ley 24156 da Administracian
Financiers, I ley 24,629 Complementaria para la
Administracion de| Presupuesto de la
administracion Macional y 12 ey 25152 de
Administracidn Fedaral de los Recursas Publicos.

Nuestros Valores
*Rigurosidad metodolddica
«|mparcialidad tecnica
sIndepandencia Politica
=Transparencia

La gestion de la OPC es supervisada por la
Camisian e Supervision Parlamentaria,
Integrada por las autoridades de las Comisiones
de Presupuesto v Haclenda de ambas Camaras
de| Congraso de fa Nacidn La mision principal
es aprabar el reglamento Interno de la Oficing,
sy Plan de Trabajo vy Presupuesto Anual v ia
rendicion de su gestidn,

Contenido de los informes:
+ Analisis del Proyecto de ley de Presupuesto
de |a Administracidn Naclonal

« Segulmiento de |a ejecucion presupuestaria
del sector publice nacienal

* Andlisis del impacto de |2 gestiagn
presupuestaria

* Deuda pablica
+ Politica tributaria
» Federalismo Fiscal y otros estudios

WA DR R0 AR
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OFICINA DE PRESUPUESTO DEL CONGRESD DE LA MACTON

CREACION

BO. V22018

El Senado y Camara de Diputados de |a Nacion Argentina
reunigos en Congreso, ete, sancionan con fuerza de Ley:

cHEARIAN L | A Mg N BE BRI ESTE
DL VONGRESD 3E LA NAN
NRTICULE 71¢

Créase la Oficina de Presupuesto del Congrese
{abraviada OPC a los efectos de la presente
lay) eome un organismao desconcantrado

del Honorable Congreso de la Macién,

ART(CULD 2°

Son funciones, responsabilidades 'y facultades
de |a Oficina de Presupuesto de| Cangreso:

1. Analizar |as estimaciones de ingresps, gastos,
metas fisicas v deuda publica contenidas
en el prayecto de ley anual de presupuesto.

2. Apovar a las comisiones de Presuplesto y
Hacienda y a la Comision Mixta Revisara

de Cuentas de la Administracién

en el cumplimiento de sus objetivos

3. Realizar estimaciones del impacto
presupuestario de los proyectos de ey
Ingresados a las comisiones de Presupuesto y
Hacienda, a solicitud de dichas comisiones,

4. Reallzar estudios, anélisis y evaluaciones
del Impacto logrado por politicas y programas
del gobierno en relacién a su asignacién
presupuestaria, a solicitud de las comisiones
de Presupuesto y Haclenda,

5, Lievar a cabo anallsis sobre los tributos
vigentes asi coma del impacte vy la eficacia
de |os preyectos de ley que propenaan
medificaciones y/o creacion de tributos e
impuestos, a solleitud de las comisiones
de Presupuesto y Hacienda.

6, Llevar a cabo estutlios sobre las tematicas
referidas a federalismo fiscal.
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CONGRESSIONAL BUDGET OFFICE ACT

CREATION

OU. 2N 08

The Senate and Chamber of Deputies of the Argenting
Nation, nathered In Conoress, have passed inte law the:

CREATIWCIF THE NGRS LA . LGP TdEe o

SECTION |

The Congressional Budget Office (OPC for the
purpeses of the present Act) 1s hereby created as
3 decentralized body of the Argentine Congress,

The Congressional Budget Office has the
fallowing functions, responsibilities and powers:

1. To analyze the estimates of incornes, expenses,
physical goals and public debt included in the
annual budget bill,

2, To support the Budget and Finance Committees
and the Jaint Cammitiee of Public Accounts
Auditing in the fulfillment of their purposes,

3. At the request of the Budget and Finance
Cornmittess, to produce estimates of the budgetary
Impact of the bills referred to said Committees

4. At the request of the Budiget and Finance
Cammittees, to undertake studies, analyses and
assessments of the impact achieved by
government policies and programs in terms of their
budger allocation,

5, At the request of the Budaet and Finance
Comimittees, to analyze the current taxes as weil
as the impact and effectiveness of the bills that
propose the amendment and/or creation of
taxes and duties.

B. Te carry out studies on the topics related to
fiscal federalism.
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7. Efectuar estudios sobre la sostenibilidad
Intertemporal de la deuda publica, incluyendo
analisis de la deuda registrada, de la deuda no
registrada y de pasivos contingentes,

B. Promover la incorporacién de |a perspectiva
de género en |a asignacion de los recursas
presupuestarios. Para ello se utilizaran las
herramientas del Presupuesto Sensible

al Género (PSG) al analisis de proyectos,

a fin de determinar el presupuesto destinado

2 la eliminacidn de las desigualdades de género.

Asimismo, se promovera la evaluacion
presupuestaria, en funcidn de los Objetivos
de Desarrollo Sostenible de la Organizacion
de las Naclones Unidas (ONU),

9. Efectuar un seguimiento del cumplimiento

de lo dispuesto en el articulo 37 de la ley 24.156.

ARTICULO 3°

Fara el cumplimiento de las tareas de la OPC,
el Poder Ejecutivo debera:

1. Brindar a la OPC el acceso al Sistema Integrado
de Informacién Financiera (SIDIF) de la Secretaria
de Hacienda v al Sistema de Gestion v
Administracion de la Deuds Publica (SIGADE)

de la Secretaria de Finanzas del Ministerio de
Hacienda y Finanzas Publicas, para el seguimiento
de la ejecucion presupuestaria y la deuda

publica, asegurando la compatibilidad

con |as disposiciones sobre secreto estadistico

de |a ley 17622 v de secreto fiscal del articulo

101 de la ley 11.683. A tal efecto, el Ministerio

de Haclenda y Finanzas Publicas coordinara

el acceso al SIDIF y al SIGADE de la OPC,
responsabilizéndose esta ultima por el debido
resguardo de informacidn interna del Poder
Ejecutivo nacional,

2. Responder en forma oportuna los infarmes
sclicitados por la OPC sobre la ejecucién v el
desempefio fisico-financiero de programas
de gobierno, que serén canalizados por la
Jefatura de Gabinete de Ministros.
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7. To carry out studies on the intertemporal
sustainability of public debt, Including the
analysis of the recorded debt, the unrecorded
debt and contingent iiabilities.

8. To promote gehder mainstreaming in the
allocations of budgetary resources, For this
purpose, Gender Sensitive Budget (GSB) tools
shall be used to analyze profjects in order to
determine the budget allocated to the
elimination of gender inequalities. Promote
budgetary evaluation too, taking into
consideration the Sustainable Development
Objectives of the United Nations (UN).

9. To monitor the compliance with the provisions
of Section 37 of Law 24,256,

SECTION 3

in order to enable the DPC to perform its duties,
the National Executive Branch should:

1. Provide the OPC access to the Integrated
Financial Information System (eSidif) estabilished
undler the Secretariat of Treasury, and the Debt
Management and Financial Analysis System
(S/GADE) established under the Secratariat of
Finance of the Ministry of Treasury and Public
Finance, to monitor budget execution and public
debt, ensuring complisnce with the provisions of
Law 17622 on statistical confidentiality and
Section 101 of Law 11,683 on fiscal confidentiality.
To that end, the Minfstry of Treasury and Pubiic
Finance shall coordinate the OPC access to the
eSiaif and SIGADE, making the Office responsible
for the proper safekeeping of the internal
information of the National Executive Branch.

2. Respond in a timely manner to the reports
required by the OPC and channeled through the
Executive Office of the Cabinet of Ministers
regarding the implementation and the physical
financial performance of government programs.
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ARTICULO 4

Las comisiones del Congreso remitirdn a la OPC
toda la informacidn con interés presupuestario o
economico necesaria para el cumplimiento de
sus funciones.

ARTICULO 5°

La estructura de la OPC se organizara por
direcciones de acuerdo a las funciones que
la oficina debe cumplir:

1. Analisis presupuestario, gue apoyard mediante
informes a las comisiones de Presupuesto y
Hacienda v a la Comisién Mixta Revisora de
Cuentas de la Administracién. Tamblén |levara
acabo el analisis de los proyectos de ley que
tengan impacto presupuestario en los gastos
del sector publico nacional, a selicitud de las
mencionadas comisiones.

2. Analisis fiscal tributario, que realizara
estimaclones del Impacto de los proyectos
de ley gue modifiquen o creen tributos e
impuestos o afecten los recursos de la
administracion nacional, a solicitud de las
comisiones de Presupuesto y Hacienda,

3. Estudios, analisis v evaluacion, que realizard
estudios, analisls y evaluaciones del impacto
legrado por politicas y programas del gobierno en
relacién a su asignacion presupuestaria, a sollcitud
de las comisiones de Presupuesto y Hacienda.

4. Sostenibiiidad y analisis de !a deuda publica,
la cual realizara estudias v llevard a cabo un
maonitoreo a través de distintos indicadores

de la deuda publica.

ARTICULO &°

La OPC sera dirigida por un director general con
rango equivalente a secretario de Camara v por
cuatro (4) directores, con rangos equivalentes

a prosecretarios de Camara,

Cada uno de los directores tendré a su cargo una
de las direcciones mencionadas en el articulo 5%,
La seleccién del director general y de los
directores se realizara por concurso de
oposicidn y antecedentes al gue podran
presentarse todos los interesados que retinan
los antecedentes requeridos,
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SECTION 4
Parliamentary committees shall refer to the OPC
the relevant budgetary or economic information
necessary for the perfarmance of its functions,

The OPC structure shall be organized by
divisions, in terms of the functions It /s required
to perform:

1. Budgetary Analysis: it shall provide reports to
the Budget and Finance Committees and the
Joint Committee of Public Accounts Auditing. At
the request of the mentioned Committees, it shall
also undertake an analysis of the bills that have a
budgetary impact on public sector expenditures.

2. Tak Analysis: at the request of the Budget and
Finance Committees it shall produce estimates
of the impact of the bills that modify or create
taxes and duties, or affect the resources of the
National Administration.

3. Studies, Analyses and Assessments: at the
request of the Budget and Finance Committees
it shall undertake studies, analyses and
assessments of the impact achieved by
government policies and programs in terms of
their budget alfocation.

4. Sustainability and Analysis of Public Dehtr it
shall undertake analyses and follow-up through
different public debt indicators.

SECT! O 6

The ORC shall be led by a General Director. who
shall be equivalent in rank to the Parliamentary
Secretary, and four (4) Directors, who shall be
equivalent in rank to the Parllamentary
Under-Secretary. Each of the Directors

shall be fn charge of one of the divisions
referred to in Section 5.

The selection of the General Director and
Directors shall be determined by competitive
examination. Alf qualified candidates shall be
allowed to participate in the selection process.

nase

B1IAM



nase

(Y ==231|

Los postulantes seran evaluados por un comité
evaluador intearado por nueve (2) miembros:

el prasidente, vicepresidente primera y
vicepresidente seaundo de la Cemlisién

de Presupuesto v Haclenda de la Camara

de Diputados: el presidents, vicepresicente y

el secretario de la Comisign de Presupuesto y
Haclenda del Senado; un (1) profesor
univers|tario de carreras afines a los cargos

a cubrir elegido por el Consejo Interuniversitario
Nacional, un (1) representante elegido por la
Federacion Argentina de Consejos Profesionales
de Ciencias Econdmicas y un (1) representante
de la Asociacldn Argentina de Presupuesto y
Administracidn Financiera Publlica.

ARTICLILC

El director ganeral y los directores duraran cinco
(5) afios en sus funciones, con posibllidad de =er
reslegidos. Podran ser removidos por mal
desempeno en sus funciones pravio

ala finallzacidn de su mandate por vetacion

por mayoria simple de ambas Camaras,

previa solicitud de la Comision de Supervision
Parlamentaria de la OPC, creada en el articulo B*
de la presente.

El director general debera acreditar al meros
diez (107 afos de experiencia profesional

y/a académica relevante en materia
presupuestaria y/o economica en el ambito
de la administracion puklica, del sector privado,
oe la sociedad civil o de las unlversidades,
asi como titulo unlversitario de arado o
posgrade en cienclas econdmicas, finanzas
plblicas, administracion v politicas publicas,
o disciplinas relaclonadas. Los directores
deberdn acreditar al menos ocho (8) anes

de experiencia profesional v/o académica
ralevante en las materias respectivas

de cada area, asl come tilules unlversitarios
de grado o posgradae en dichas disciplinas,

La OPC contard con una Comisian

de Superyisian Parlamentaria conformada por:
el presidente, los vicepresidentes primera y
segunde de la Comisjon de Presupuesto y
Haclenda de la Camara e Dioutados y el
presidents, el vicepresidente iy el secretario de la

Comision de Presupuesto v Haclenda del Senado,
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The candidates shall be evaluated by an Evaluation
Committee compesed by nine (9) members, the
Chairman and the First and Second Vice-Chalrmen
of the Budget and Finance Cormmittes of the
Chamber of Depulies, the Chalrman,
Vice-Chairman and Secretary of the Bugget and
Finance Committee of the Senate, one (1) university
jprofessor specialized in university programs related
ta the pasitions to be flled, appointed by the
National Interuniversity Council, one (1)
represeritative elgcted by the Argentine Federation
of Frofessional Councils of Economic Sciences and
one (1) representative one (1) regresentative from
the Argentine Association of Public Budgsting and
Financial Administration,

SECTION

Both the General Director and the Directors shall
halid office for the term of five (5) years with the
possibility of belng realected. They may be
removed for unsatisfactory performeance before
the end of thelr term of office by a simple majority
vote of the members of bath chambers, at the
request of the Parlamentary Oversight Committes
af the OPC, established by Section 8 hereof.

The General Director must have at least ten (10)
years of professional and/or scademic experience
in budgetary and/or economic matters, within the
scope of the public or private sector, and at the
civil society or university level. and hold a
graduste or post graduate degree in economfc
sclences, public finance, administration and
public policies or other related disciplines.
Directors must have at least sight (8) years of
professional and/or academic experience in
disciplines related to their respective department,
and hold graduate or post graduate degrees in
such disciplines,

CTICIN
The QPC shall have a Parliamentary Oversight
Committee composed by the Chalrman and the
First and Second Viee-Chalrmen of the Bydget
and Finance Commyttee of the Chamber of
Deputies and the Chalrman, Vice-Chairman and
Secratary of the Budget and Finance Committee
of the Senate.
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La presidencia de la comision alternara cada dos
(2) afios entre el presidente de la Comisidn de
Presupuesto y Haclenda de cada Camara, Las
decisiones se adoptaran por mayoria simple v,
en caso de empate, el presidente de la Comisién
de Supervision Parlamentaria tendra voto doble.

Las funciones de la comisidn serdn:

1. Aprobar el reglamento interne del cuerpo v
sus eventuales modificaciones.

2. Aprobar el anteproyecto de presupuesto
de la OPC, para su elevacién a la presidencia de
las Camaras,

3. Delegar en el director general las facultades
qgue se estimen necesarias para el mejor
cumplimiento de las finalidades de la Oficina
de Presupuesto del Congreso.

4. Aprobar el plan de trabajo anual de la OPC,

5. Aceptar herencias, legados y donaciones,
subvenciones gue le asignen a la OPC
organismos publicos o privades, nacionales
o extranjeros.

6. Requerir a los distintos organismos de la
administracion publica nacional la comision
transitoria de personal Idéneo en la materia que
fuere necesario para el funcionamiento de la
Oficina de Presupuesto del Congreso.

7. Aprobar la memeoria anual de la Oficina de
Presupuesto del Congreso.

8. Solicitar a ambas Camaras del Congreso
la remoclon de! director general v/o de los
directores de la OPC.

9. Canformar un conse|o asesor ad hondrem
de expertos con reconacida experlencia

en la materia de la OPC para obtener
recomendaciones sobre el mejor
funcionamiente de su tarea.

ARTICULO @°

El director general de la OPC tendrs los
siguientas deberes y atribuciones:

1. Elercer la administracién de la Oficina de
Presupuesto del Congreso.
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The Committee Chair shall alternate every two
(2) years between the Chairmen of the Budget
and Finance Committees of both Chambers.
Decisions shall be taken by simple majority and,
in the ewvent of a tie; the Chairman of the
Parlfamentary Oversight Committee shail have a
double vote,

it shall have the following functions:

1. To approve the internal requiations of the
office and their possible amendments.

2, To approve the preliminary draft budget
of the OPC for submission to the Chairmen
of both Chambers.

3, To defegate to the General Director the
necessary powers for better compliance
of its purposes,

4. To approve the annual wark plan of the OPC.

5. To accept inheritances, legacies and
donations, and grants assigned by public or
private and national or forefgn bodies.

6. To require the different bodies of the national
public administration the temporary commission
of suitable staff it may deem necessary for the
operation of the OPC,

7. To approve the annual report of the OPC.

8. To ask bath Chambers of Congress to remove
the General Director and/or directors of the OPC.

9. To create an ad honorem Advisory Council of
experts with recognized experience on the OPC
matter in order to obtain recommendations on
its better operation.

SECTION @

The General Director of the OPC shall have the
following duties and powers:

1. To exercise the administration of the
Cangressional Budget Office.

nase
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2, Elaborar el plan operativo anual.

3. Disefiar el reglamento interno de
funcionamiento de la OPC.

4, Confeccionar el anteproyecto de presupuesto
de |]a OPC,

5. Elaborar la memoria anual de la OPC,
6. Gestionar convenios de cooperacion.

7. Promover [a obtencién de recursos y fondos
plblicos y privados, locales y extranjeros,
para el cumplimiento de los objetivos de la OPC,

8. Definir la estrategia comunicacional de la OPC.

9. Entender en la asignacion de los recursas
humanos de la OPC para el logro de sus objetivos.

10. Entender en las retaciones con comisiones.
. Establecer metodologias de trabajo.

12. Llevar a cabo los concurses pablicos
para la seleccion del cuerpo de analistas
previsto en el articulo 10 de la presente ley,

La Oficina de Presupuesto del Congreso contara
con un Cuerpo de Analistas Profesionales
especializados en |as respectivas tematicas
establecidas en el articulo 5%, Los analistas
integraran la planta permanente del Congreso
de |a Nacién y su dotacidon no debera superar los
veinte (20) profesionales, Seran condiclones
para ingresa al Cuerpo de Analistas:

1. Ser argentino nativo, naturalizado g por opcion,

2. Ser seleccionado por un concurso publico
de oposicion y antecedentes,

3. Poseer titulo universitario de grado
carrespondiente a carrera de duracion no
inferior a cuatro (4) afios en las mismas
disciplinas que se le reguieren al director
general en el articulo 79,

4. Experiencia laboral en la especialidad atinente,
acreditada por un términe no inferior a los tres
(3) ahos después de la titulacion,
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2. To develop the annual operating plan.

3. To design the internal operating regulations
of the OPC.

4. To elaborate the preliminary draft budget
of the OPC.

5. To elaborate the annual raport of the OPC.

6. To manage cooperation agreements.

7. To promote the procurement of public or
private, foreign or domestic resaurces and funds

for the fulfillment of the purposes of the OPC.

B. To define the communication strategy
of the OFC,

9. To deal with the allocation of human resources
of thie OPC for the fulfiflment of its purposes.

10. To deal with the relations with committees,
1. To establish work methodologies.
12. To carry out public competitive examinations

for the sejection of the Team of Analysts
provided in Section 10 of this Act.

CErT
SEE]

The Congressional Budget QOffice shall have &
staff of Professional Analysts specialized in the
respective themes established in Section 5. The
analysts shall be members of the permanent
staff of the National Congress. The professional
tearn shall consist of no more than twenty (20)
members, To be eligible for admission to the
Teamn of Professional Analysts, candidates must
meet the following requirements:

1. To be a native-born or naturalized
Argentine citizen,

2. To be selected through a public
competitive exarmination,

1. To hold a graduate degree corresponding to a
four (4)-year university program at a minimum
and in connection with the same disciplines
required to be appointed General Director and
established n Section 7

4. Work experience in the relevant area for a period
of not less than three (3) yvears after graduation.
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ARTICULO N

Las Camaras provearan el personal
adrninistrativo v de apoyonecesario
para el funcionamienta de la OPC,

ARTICULD 12

Las designaciones del personal de la OPC sa
realizardn mediante resolucion conjunta de los
presidentes de ambas Camaras, gue estardn
calsadas y motivadas an |as conclusiones
que arriben los concursos de aposicidn y
antecedentes previstos en la presente |y,

ARTICULDO 12

A todos los efectos administratives y
funcianales, la OPC mantendra su relacion

con cada Camara a través de las cornisiones

de Presupuesto y Haclenda de las Camaras.

El presupuesto anual de gastos y recursos

de |a administracion publica nacional preverd las
partidas necesarias para el funclanamlento de la
OPC. La oficina puede recibir danaciones,
crédito y soporte (nternacionsl para el mejor
desarrollo de su actividad,

AR T|'|_' JLO 14

Todes los informes seran de acceso publico.
Deberan ser publicados en los sitios web de
ambas Camaras.

ARTICULD 15

La OPC podta realizar convenios de cooperacion
can erganismos gubernamentales, centros
académicos, de investigacion y organizaciones de
la sociedad civil, tanto del pais corme del exterior,
para &l mejor cumplimienta de su mandato,

ARTICEULD 16

Invitase a las provincias y 3 la Ciudad Auténoma
de Buenos Aires a suscribir acuerdos de
cooperacién con la OPC para facllitar el acceso a
Ia infarmacion necesaria para que dicha oficina
puada cumplir con las funciones previstas en la
presents ley,
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Both Chambers shall provide the administrative
and suppart staff required for the operation of
the OPC.

The OPC staff shall be appainted by joint
resolution of the President of the Senate and the
Speaker of the Chamber of Deputies, based on
the conelusions of public compatitive
examinations provided in ths Act.

SECTION |13

For administrative and operative purposes, the
OPC shall maintain relations with both Chambers
through thelr Budget and Finance Committess.
The national public administration s annual
estimates of expend/tures and resources shall
provide the budgetary allocations required for
the aperation of the OPC. It shall be allowed to
receive donations, credits and internatfonal
support for better performance of Itz ackivity.

All reports shall be publicly accessible
and published on the official websites
af both Chambers,

SECTION 15

The DPC shall be allowed to carry out cooperation
agresments With government bodles, academic
and research centers, and civil soclety
organizations, both national and foreign, for better
fulfilfment of its mandate.

y 2= w1 .""_" I 3
The Provinces and the Autonomous City of Buenos
Alres are (nvitad to sign cooperation agreements
with the OFC i order to facilitale access to the
necessary infarmation so that such Office can
comply With the functions estabilished in this Act.
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La Oficina de Presupuesto del Congreso
comenzara a funcionar a partir de los noventa
(20) dias de la publicacidn en el Boletin Oficial
de |a presente ley,

AETICULO 18

Comuniguese al Poder Ejecutive nacional

DAL EN LA SAL A DE SESIONES DEL CONGRESD
ARGENTING EN BIIENDS AIRES,

A LOS TREINTA DIAS DEL MES DE NDVIEMBRE
DEL AND DOS MIL DIFCISEIS

REGISTRADA BAJO EL N* 27.343

Marta G. Michetti. Emilio Monzd,
Eugenlo Inchaustl. Juan P. Tuness|.

Decreto 1277/2016

B (nhims Abres, 012, 7018

En Lso de las facultades conferidas por el articulo 78
de la CONSTITUCION NACIONAL, promulgase |a Ley
No 27343 (IF-2016-04714061-APN-SSPH#MH),
sancionada por el HONORABLE CONGRESO DE LA
NACION an su sesidn del dia 30 de noviembre de
2076. Dese para su publicacion a la Direccion Nacional
del Registra Oficlal, girese copla al HONDRABLE
CONGRESO DE LA NACION y comuniquese al
MIMISTERIO DE HACIENDA ¥ FINAMZ AS PUBLICAS,
cumplido, archivese,

Macrl. Marcos Pefia. Alfonso de Prat Gay.
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SECTIONT?

The Congressional Budget Office shall become
aperational ninety (90) days after the
publication of this Act in the Official Gazette.

SECTION 18

To be communicated to the National Execut/ve.

GIVEN IN THE SESSION ROOM OF THE
ARGENTINE CONGRESS, BUENCS AIRES,
ON THE 30th DAY OF NOVEMBER, 2016,
REGISTERED UNDER M. 27343

Marta G. Michetti, Emllio Monzé,
Eugenio Inchaustl, Juan P. Tunessi.

Order 1277/2016
Buenos Anes, 12/20/2016

In exerclse of powers conferred by Section 78 of
thie NATIONAL CONSTITUTION, Law N, 27,343
(JF-2016-04714061-APN-SSP#MH) passad by the
HONORABLE CONGRESS OF THE NATION at Its
meeting on 30 November 2016 to be enacted,
published by the National Bureau of Official
Registry with a copy for the HONORABLE
CONGRESS OF THE NATION and communicated
to the MINISTRY OF TREASURY AND PUBLIC
FINANCE, To be fulfilled and filed.

Macri. Marcos Pefia. Alfonsa de Prat Gay.
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DI1-PM - Session 2 - Mark HADLEY, US

Transparency at CBO

11th Annual Meeting of the OECD Network of Parliamentary
Budget Officials and Independent Financial Institutions

Mark Hadley
Deputy Director

For mere information., ses Congramsiensl Buget Officn. Trnsparency of CBO- Fufurs Plany s @ Review of 2618 (Decemier 20181 www = govidicaion 54505

CBO’s Goals in Being Transparent

* Promote a thorough understanding of its analyses

* Help people gauge how its estimates might change if policies or circumstances
were different

* Enhance the credibility of its work
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How CBO Fosters Transparency

Ten Ways CBO Is Transparent

« Testifying and publishing answers to » Comparing its estimates with those of
questions from Members of Congress others
* Explaining its analytical methods * Estimating the effects of policy alternalives
* Releasing data * Describing how much uncertainty surrounds
its estimates

* Analyzing the accuracy of its estimates
* Creating data visualizations

* Comparing its current estimates with its
previous ones * Conducting outreach
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Testifying and Answering Questions

CBO's staff members often testify at Congressional hearings about the agency’s
work.

CBO also provides public answers lo questions from Members of Congress—
about the agency's work in general and about specific analyses or projections.

Explaining Analytical Methods: Providing General Information

CBO works hard to explain its analytical methods. Sometimes, the explanations
are for a general audience. For instance, nearly every formal cost estimate
includes a section describing the basis of the estimate.

Recent examples of other publications providing general information include the
following:

» Areport on how CBO prepares baseline budget projections

* Aslide deck about CBO's health insurance simulation model

¢ Areport on the model that CBO uses to make long-term projections

* An appendix about the effects of the 2017 tax act on the economy and budget

* A primer about how CBO estimates the costs of federal credit programs
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Explaining Analytical Methods: Baseline Budget Projections

* Review sorutacy of priod * incomorst hiew minmatos
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Explaining Analytical Methods: Providing Technical Information

At other times, CBO explains its methods by providing technical information.
Recent examples include the following:

« Aworking paper on how CBO projects labor force participation rates

* An appendix describing how CBO analyzes the distribution of household
income

* Aslide deck about modeling the subsidy rate for federal single-family mortgage
insurance

* An appendix describing how CBO estimates the operating costs of Air Force
aircraft

« Aworking paper on how CBO produces its 10-year economic forecast
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Explaining Analytical Methods: CBO’s Forecasting Models
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Explaining Analytical Methods: Computer Code

To let researchers replicate its results, CBO posts the computer code and
documentation for some analyses. For example:

* Code for CBO's estimates of maximum sustainable output allows researchers
to replicate those estimates for 1949 through 2016

* Code for CBO's imputations of survey undemeporting allows researchers to
replicate those imputations for 1979 through 2016 for three large programs
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Releasing Data

CBO provides many files of data underlying the analysis in its major reports and
other studies. For example, along with its April 2018 and January 2019 reports on
the budget and economic outiook, the agency posted files containing the
following information:

* Hislorical data
+ Spending projections by budget account

» Revenue projections by category, along with tax parameters and effective
marginal tax rates

* 10-year projections of economic output, prices, labor market measures, interest
rates, income, and other economic factors

« Details of projections and underlying parameters for Social Security, Medicare,
student loans, agriculture programs, and many other programs

Analyzing the Accuracy of Estimates

CBO analyzes the accuracy of its estimates and publishes the results in reports,
These are some examples:

« Areport on CBO's economic forecasting record since 1976
* Areport on CBO's revenue forecasting record since 1962

* Areport on how CBO's projections of subsidies under the Affordable Care Act
compared with actual outcomes

* Reports on how CBO's projections of outlays for 2017 and 2018 compared with
actual outcomes

* Alook back at CBO's estimate of the effects of the 2009 Recovery Act on the
Supplemental Nutrition Assistance Program
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Analyzing the Accuracy of Estimates: Projection Errors for Outlays

Share of
Total Qultiys
In 2018 Abssiute Ernor [Percent)

CBO quantified how
accurate ils projections of
various kinds of spending

Comparing Current Estimates With Previous Ones
CBO routinely compares its current estimates with its previous ones. For
example:

* Reports on the budget and economic outlook explain the differences between
current and previous revenue and spending projections

» Those reports also explain changes to CBO's economic forecast
* Reports on federal subsidies for health insurance explain how and why current
estimates of insurance coverage and subsidies differ from the previous year's

estimates

* Reports on the distribution of household income explain any methodological
changes and other reasons why estimates differ from those in previous reports

* Other reports describe changes in CBO's long-term projections for Social
Security
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Comparing CBO’s Estimates With Others’

CBO compares its estimates with those of other organizations and the
Administration. For example:

« CBO compares its economic forecast with those of the Federal Reserve and
the Blue Chip survey of 50 private-sector forecasters

* CBO compared its estimates of subsidies provided under the Affordable Care
Act with those of government actuaries, the RAND Corporation, and the Lewin
Group

* CBO compares its long-term projections for Social Security with estimates by
the trustees of the program

* CBO compared its estimates of the economic effects of the 2017 tax act with
those of several other organizations

Comparing CBO's Estimates With Others'’: Estimates of the Effects
of the 2017 Tax Act on the Level of Real GDP
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CBO published that last compartson in fis April 2018
report about the budget and economic outlook.
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Estimating the Effects of Policy Alternatives

CBO's baseline budget projections incorporate the assumption that current laws
generally remain the same. But CBO also estimates or enables others to
estimate how different assumptions about future policies would affect budget
projections. For example:

* Areport on the long-term budget outlook showed how the federal budgel would
evolve under three scenarios with alternative policies

* Reports on the 10-year budget and economic outlook show the effects of
providing different amounts of discretionary appropriations and of extending or
repealing certain tax provisions

* An interactive tool allows users to create customized plans for the military's
forces and see the projected costs

* Periodic reports present collections of options for reducing the deficit

Estimating the Effects of Policy Alternatives: CBO's Interactive
Force Structure Tool

(AP TR Y [T
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[T ST TR PP

: That interactive tool lets
: users add or sublract
tanks, ships, aircraft, and

other units.
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Characterizing Uncertainty

CBO's reports and cost estimates describe the uncertainty surrounding them, For
example:

* The most recent report on the long-term budget outlook included a discussion
of how federal debt would differ if key economic variables were higher or lower
than CBO estimates

» Areport on federal subsidies for health insurance, the annual report on the
10-year budget and economic outlook, and many cost eslimales conlain
discussions of uncertainty

* Interactive workbooks show how CBO's budget projections would change if
certain economic variables differed from CBO's estimates

Characterizing Uncertainty: The Uncertainty of CBO's Projections
of Output

Trillices of 2012 Doliars

i As the most recent report
on the 10-year budget and
economic oullook showed,
in CBO's baseline
projections, real GDP
grows at an average
annual rate of 1.9 percent
over the 2019-2023
period, but there is a
roughly two-thirds chance
al that the growth will be

, between 0.6 percent and
ol 3.2 percent.

1909 2003 2007 Fiil s ams o
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Creating Data Visualizations

To make the federal budget and CBO's analyses easier to understand, the
agency publishes infographics, slide decks, and chart books—these, for
example:

* The Federal Budget in 2017: An Infographic
* The 2018 Long-Term Budget Outlook in 25 Slides
+ Factors Affecting the Labor Force Participation of People Ages 25 to 54

Supplementing regularly updated slide decks on the topic, CBO just released its
first visual summary—in lieu of a written summary:

* A Visual Summary of The Budget and Economic Outlook

Creating Data Visualizations: A Visual Summary

!;T;jwf.ﬁ:'frc :'*-.' Dutizok -'-“-E
X008

) v For the most recent report
T —— on the 10-year budgel and

e economic outlook, CBO
< presented—in 12 figures
¥ "T" = on four pages—the visual
! story for deficils, debt,
ces==s=- revenues, spending, and
. the economy.
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Conducting Outreach

CBO's staff communicate frequently with people outside the agency fo explain
findings and methods, gather information, and obtain feedback.

The most important form of outreach is direct communication between CBO and
the Congress—in person, by phone, and by email—to explain the agency's work,
respond to questions, and seek feedback.

Other types of outreach include the following:

* Consultation with outside experts

* Presentations on Capitol Hill and at academic and research institutions and
other organizations about CBO's analyses and processes

* Podcasts

* Blog posts

Concluding Thoughts
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Making CBO’s Work Widely Available

CBO has a long-standing commitment to ensuring that its work is widely
available—to the Congress and the public.

* The agency posts all formal cost estimates and analytic reports on its website

* |t then notifies subscribers by email and Twitter

This Year

This year, CBO aims to:

* Publish more overviews and documentation of some of its major models and
more detailed information, including computer code, aboul key aspects of those
models

* Update its template for cost estimates to make important information easier to
find and read

* Continue to evaluate previous estimates in order to improve future ones
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This Year

This year, CBO aims to:

* Publish more overviews and documentation of some of its major models and
more detailed information, including computer code, aboul key aspects of those
models

* Update its template for cost estimates to make important information easier to
find and read

* Continue to evaluate previous estimates in order to improve future ones
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D1-PM - Session 2 - Martin JENNINGS, UK

Update:
Wales

4

Martin
Jennings

Financial
Scrutiny
Unit

Welsh Government Budget

Change in the devolved proportion over time

Pre-2015

2018-19 209-20

VAT to be
assigned
2020-21
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Budget and main forecasting timelines

Welsh Scottish x UK Gavernment
Government Gavernment
Office for

Budget

Responsibility

Draft budget - first week Office for
UﬂDbEr Budgef

Responsibility

gh UkBudget- - November
m‘l mummmm
Final budget - before nudget
Gluiiirnas December
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D1-PM - Session 3 - Ales DELAKORDA, Slovenia

REPUBLIKA SLOVENIA
FISKALNI SVET

Session 3: Best practice pri
network |

the Coalition Agreement

Budget Officials and Independent Fiscal Insti

Lishon, Fartugal
4-5 February 2019

Ale3 Delakorda, Head of Analysis, Slovenian Fiscal

g REPUBLIKA SLOVENUA
FISKALNI SVET

Slevenian Fiscal Council = background
+ New institution

* Limited human resources and analytical tools

* Relatively narrow scope of tasks defined by legislation

woanw be-rs B

Fiscal and macroeconomic consequen

11th Annual Meeting of the OECD Network of P
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g REPUBLIKA SLOVENIA
FISHALNI SVET

Road leading to assessing political manifesto in Slovenia in 2018

Palitical milestones selected policy petions Flscal Council (FC) communication

Jan Proposals on increating expenditure

Feb bullding up among the coalition ond

Mar Gavernment resigns - — lFC call an Parliament I
Apr Stabllity Programme update [——= FC ossesses Stability Programme
May FC annual repart 2017

Jun General elections FC omsessment of rules in 2017

Jul

Aug I_Prnpnlcﬂ to rofse spanding threvhold l‘“‘—.‘ FC call an Government

Sep Government confirmed - |F'I'.' assesses Coalition Agreement I
B e e e e e s TR e e e
MNov

Dec MTEF & DAP prepared ]-—i- FC ossesses MTBF & DBP

Remark: Bold md ond boned tear marka FCy
intervaafiom rot requited by egiiction

L LRt

ﬁ REPUBLIKA SLOVEMIjA
FISHALNI SVET

Key aspects of Coalition Agreement

* Relatively rich depth of proposals: measures and targets
« Expenditure-oriented

* Weak definition of revenue measures

*» Clear short-term orientation

« Timing of measures not clear in all cases

e - L i
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a REPUBLIKA SLOVENIjA
FISKALNI SVET

Key challenges of publishing the evaluation of the Coalition Agreemeni

‘-l-ﬁ
[ List of measures |
| Identification possible? |
= |dentification
Data =
Clear definiticn = " = .
Analytical teals  -—---—--enmeee- -
Yes Mo :-J_
| Static simulation I
i‘ = Estimation
| Dynamic simulation |
| Results | | Qualitative evaluation | -
Infermal consultations R =
3 2 L— Presentation
I Presenting results |

w4

REPLIBLIKA SLOVENI[A
=¥ FISKALNISVET

Key resulis: static fiscal effects

in % of GDP
09 2020 20 022
Ravenue 19-2.2 2225 24-29 2831
Expendilure 2.7-31 31.8-4.8 49-6.4 6.1-8.0
NET EFFECT ON PUBLIC FINANCE 0.610-14 1.3 10 -2.6 20 to-4.0 -1910-5.2

Mate: Nominal GDP in 2022 i set by extropolating the 2021 growlh rote from IMAD 2018 Spring Forecant (5.3 %),
Source: FC esfimales.
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REPUBLIEA SLOVENIA
FISKALNI SVET

)

Key resulis: dynamic fiscal effects

Dynomic simulotion of measures: effects on the general

Dynamic simulation of the measures: effects on general

government budget balonce government debt
LT 1 000 ]Mm Koo
0 M0
1 1 |
/ 26000 - 16000
0 - il 0 I
[ ' [ { | 35000 - 35900
i | 00 00
13080 - ) + 3300
rd 1 | i
|~ - | mm
! 3 31000 : : : : : : Jid00
WIS ME T 008 M9 20200 Al 2022 W5 3016 T OT0IE TONR RM0 M MR
—halance  —SPlarecest simubafign | vimylofion —debt — & forecnst - vimuletion | vimalation 1
Sowrce: SO, forecosr: Stabilty Progromme 2K FE ralewlotions Kowrce: SORS, forecosr: Stwbility Progromme 2018 FE colewlations
E REPUBLIKA SLOVEMIA
= FISHALNI SVET
Key results: dynamic macroeconomic effects
Effects on real GDP growth Effects on inflation
b - i ok 3 _ pear gvarage. i 5 1
5 4 e Ly 1 P ]
4 L4 1 1
1 - L1 ] / L]
7 ' ' . b | ]
M5 W6 W7 OMWIE M9 M N N WIS W& INT O OTONE IMIY R0I0 MM 2em7
—GF  — IMAD farecast simulatin | simulatian 2 — (P —IMAD lerecmt sumubzien | simulotion 1

Source: SRS, Forecast IRAD Saring forecast 2018, FT calkrulations.

e BT

Sogree: SORE favecast: IAD Spring Foverast MVE, FE cokolotions
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E HEPUBLIKA SLOVENIA
FISHALNI SVET

Key resulis: compliance with Fiseal rules

shera of GOP, in %
2019 2020 2021 2022
|Structural balance
Stabiliry Progremese 7018 -1 44 ol LE]
Stufic vimulation 1 4.7 4.7 19 15
Static simulofien 7 24 41 40 4%
[ymemsic imulafion | 10 -9 19 21
Dynemsic simulafien 2 24 24 25 24
Structural effort
Stability Progromese T018 a5 7 05 Lk
Stnic simulotien | A1 4.1 41 45
Static simulatien 7 43 R a9 4%
Dynemic simulaiisn | 1.5 0 4 41
Dymemsic vimulation 2 1.8 0.0 41 a3
Oioe-olf meosires 0o 0.0 oo L1
Dutpat gep (June 18] 1.7 1l 1.7 17
Note: Nominol GOF in 2027 i set by extrapolatmg the 2021 growth rafe from IMAD Spring Forecost 2018 (5.3 98). The nomnal general g
baianee fer 2022 woa defined by sxirapeloting on identicel increcas in bal o forecod far 2021 in ihe 2018 Stolslity Progromme, The public debd

werr defermined accordingly. Rewulty of two timulobon: baisd an different auumphion: with reipec! lo e implemenied memores from ihe Colifan
Agresmend ore presenied. Simutafion 1 ncdudes o combinafion of meatres with e biggest sfalic effec! on revenve and e smoflest sholic effedd on
anpanciire. Simulaiion 2, by conlront, iechides & combination of with the mmollest vohe sifect on revenis and e bigger walic affsd o
penditure, Son Appendix 2.

Sowrce: MaF Stability Progromme 2018, FC patimofes

s’ BT L

E REPUBLIKA SLOVENIjA
FISHALNI SVET

Risks, reactions and lessons learned

Highliting risks when publishing the evaluation

= Strong media AND pelitical reaction

= Even more caution needed when presenting results

MNeed to (further) educate media and MPs on fiscal policy basics

« Clear orientation for further development of analytical tools

i B

136 & X113 OECD SEMAIIF 39 &4 ZW2IA nase



REPUBLIKA SLOVENIJA
FISKALNI SVET

Session 3: Best |::rt:u:t|l,;g proslucts fromiine PR
network |

Fiscal and macroeconomic consequer
the Coalition Aﬂfmm}

11th Annual Meeﬂnﬁfﬁ’thﬁ OECD Netw:
Budget Officials and |nﬁqundgﬁt_

Liskon, Partugal
4-5 Febroary 2019

Ales Delakorda, Head nf-ﬁn‘ul';.r:is_,__._,___'_'_; nian Fiscal Council

Visit us at: www.fs-rs.si/news
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DI-PM - Session 3 - Best practice products from the PBO Network — POLAND

Dr Zofia Szpringer, PhD
Good examples from Poland (OECD 2019 Lisbon)

Spending reviews'

In view of the constraints imposed by the application of fiscal rule ensuring the
long-term sustainability of public finances. active fiscal policy requires a stronger
emphasis on assessing the quality of existing expenditure. A measure of the quality
of public expenditure is the degree to which it contributes to effective implementation
of strategic objectives and development priorities, including, in particular, those
related to supporting economic growth and reducing social inequalities.

In Poland spending reviews performed since 2014 have helped to strengthen
the ability to shape the structure and quality of public expenditure. From 2015, the
Steering Committee for public expenditure reviews has been an assisting body of the
Minister of Finance in matters related to spending reviews. Its tasks include in
particular the approval of public spending reviews programmes and the validation of
conclusions and recommendations formulated during the reviews. In 2017, spending
reviews concerning the following were carried out:

1) mechanisms of motivating teachers and the system of their professional

advancement,

2) tasks implemented by the Voluntary Labour Corps,

3) valorisation and indexation mechanisms and legal conditions determining

the level of fixed expenditure, in particular in the area of social expenditure
(second stage).

In 2018, expenditure reviews related to (1) prisons, (2) physical culture and
sport and (3) support to maritime affairs, inland navigation and fisheries were
continued. Public spending reviews are foreseen to cover further areas. Experience
with spending reviews has shown the need to institutionalise this budgetary policy
tool and to integrate it into the budgetary process in a way that supports expenditure

management and the fiscal space in the subsequent years.

' Convergence Programme. 2018 Update, p. 33.

138 & X112 OECD SEMAII? 30 A Z2DEIA nasg@®



nase

Strengthening the budgetary frameworks?

In June 2018 the Act on Public Finances was amended in order to strengthen
the implementation of the EU directive.® The amendment was aimed at introducing
the obligation to include in the justification attached to the draft Budget Act
information on the following issues:

a) the macroeconomic scenarioc and its comparison with the most recent

forecasts of the European Commission and other independent institutions,

b) actions taken in the event of significant adverse developments affecting
macroeconomic forecasts in the period of the four years preceding the
development of macroeconomic scenario,

c) sensitivity analysis on general government deficit and debt, public domestic
debt and expenditure levels referred to in Article 112aa(1) with different
growth and interest rates assumptions.?

The amendment imposes obligations on the Ministry of Finance. For example,
the explanatory memorandum to the draft budget law compares the government's
projections with those of international institutions and the update to the Convergence
Programme includes a sensitivity analysis of the general government balance and
debt to depreciation of the Zloty (Polish currency) and to an increase in the national
interest rate.

The budgetary system reform, initiated in 2016, has been continued. The
improvement and further development of the multiannual planning is a complex
process of a multiannual nature. Activities related to the optimisation of the
multiannual planning and its closer integration with the annual planning in the
budgetary process were reflected in the Regulation of the Minister of Development
and Finance of 13 June 2017 on the detailed method, procedure and deadlines for
preparing materials for the draft budget act.” The continuation of analyses and work
in this area will be ensured, drawing on the experience and lessons learned from the

solutions already implemented in the area of budgetary planning.

* Convergence Programme. 2018 Update, p, 36.

? Council Directive 2011/85/EU of 8 Navember 2011 on requirements far the budgetary frameworks of
the Member States.

: The amended regulation was applied for the first time to the draft budget law for 2019.

" This is the so-called budgetary note — a legal act that does not refer to just one budgetary year.
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Rationalization of indebtedness of territorial self-government units

In August 2018 the Act on Public Finances was amended® in order to rationalise
the indebtedness of territorial self-government units (JST), make their financial
economy more flexible and strengthen legal mechanisms aimed at increasing
financial security.’

The introduced regulations:

e enable early repayment of local governments' debt if they have financial
resources for this purpose,

o improve the financial management of local governments and at the same
time allow to reduce public debt and its servicing costs.

These regulations apply only to early repayment of debt, i.e. repayment in the
years going beyond the budget year for which the budget was adopted, and only to
be repaid in the following year. It is connected with the necessity to preserve the
possibility of effective verification of the JST debt forecast in the context of the
applicable debt repayment limit.

The changes materialized in an increase of the space for spending by local
government units. Thanks to these solutions financial resources will be released in
the next years, meaning that these resources may be allocated for, e.g.
self-government invesiments.

The new regulations allow the executive body of a local government unit to
amend budget and long-term financial forecast of the unit in connection with
implementation of projects financed with the European funds.

The amendment also introduced statutory restrictions on the so-called
non-standard financing instruments, in particular regarding purpose, obtaining
appropriate opinion of the supervisory body or keeping limits measured by the

repayment ratio of liabilities for a given year.®

¢ Journal of Laws of 2018, item 2500.
“ The need for changes was indicated in the conclusions of the Ministry of Finance's analysis of the
current functioning of the regulation in the aforementioned scope. including the individual debt
repayment ratio, as well as the postulates of regional audit chambers, the Supreme Audit Office and
Emposals of local government organizations
As a result:
» when calculating an individual debt ratio, liabilities that have economic effects similar to a loan
or credil agreement are taken into account,
» liabilities with economic effects similar lo the lean agreement are subject to limitations
analogous to those for “traditional” loans and credits,
+ the requirement to obtain the opinion of the regional accounting office on the possibility of
repayment of debt has been modified.
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Lack of restrictions related to the use of these instruments could be dangerous
(e.g. leading to an uncontrolled increase in a local government debt, as well as

significant distortion of data illustrating financial situation of a given JST).

VAT GAP

According to the European Commission in 2015 Poland belonged to the EU
Member States with the highest VAT gaps.® In response to this, Polish government
has intensified activities aimed at improving tax compliance and the efficiency of the
tax administration. The most important activities included: general anti-avoidance rule
(introduced in mid-2016), modification of the rules for accounting VAT on
intra-Community purchases of motor fuels, a so called fuel package (in force since
1 August 2018), grounds for registration refusal and precise terms for taxpayer
removal from the VAT register (in force since the beginning of 2017), reintroducing
sanctions - up to 100% - for taxpayers who overstate input VAT (in force since
January 2017), increase of penalties for tax offences - up to 25 years in prison for
falsifying invoices above 10 million PLN (in force since March 2017), extended
confiscation of assets obtained under false pretences and assets used for fiscal
offences (in force since April 2017)." In the coming years, the measurements aimed
at improving tax system compliance will be continued, with a particular focus on
increasing the collection of VAT and combating related fraud. Poland also supports
the initiatives of the EU and the OECD to reduce tax evasion and taxation of the
digital economy. Improving the tax system compliance will be facilitated especially by,
ia.: SAF-T"' analyser, i.e. an IT system supporting the detection of invoices
documenting fictitious activities, the IT System of the Clearing House (STIR) limiting
the possibilities of using the financial sector for fiscal frauds, split payment
mechanism, which will impede malpractices at the stage of the transaction and
ensure better transparency of the accounts, developing a system for monitoring road
transport. regulations limiting the use of mechanisms of the so-called aggressive tax
planning in income taxes, introducing an obligation to provide the tax authorities with

information on tax schedules to which the so-called promoters who prepare or offer

: Only five countries have larger tax gap (ltaly, Greece, Slovakia, Lithuania and Romania). See; Study
and Reports on the VAT Gap in the EU-28 Member States: 2017 Final Report, TAXUD/2015/CC/131,
ec.europa.eu/taxation_customs/sites/taxation/files/study_and_reports_on_the vat_gap_2017.pdf

' Introduced by amendments to the Criminal Code and other acts.

" In Polish ,jednolity plik kontrolny" — JPK.
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arrangements under the services related to taxation will be subject to, introducing
changes concerning withholding tax due to paid out receivables for non-residents
exceeding the amount of 2 million PLN, introducing the online cash registers for sales
recording in favour to natural persons not running a business and flat-rate farmers as
akey tool in the fight against the black economy and in strengthening fair
competition, reduction in the gquantity of fuel imported from third countries with
exemption from import duties and excise duty, which would result in a reduction in
the resale of cheaper fuel imported from the eastern border of Poland, measures
aimed at improving the efficiency of administrative enforcement. The financial effects
of measures presented therein are estimated at 10.6 billion PLN in 2018 and an
additional 5.9 billion PLN in 2019. In the subsequent years, the measures will be
aimed at further reducing the tax gap by, respectively, 4 billion PLN in 2020 and
2 billion PLN in 2021. The total effect of the implemented measures planned for
2018-2020 is estimated at approx. 1 percentage point of GDP."

Legal and factual actions taken by the government, as well as the good
economic situation, cause the VAT gap to decrease, although it is still relatively high
compared to some EU countries (this is also illustrated by the latest figures for
2016)." We can expect that this reduction will progress if effective action at EU level
is also taken. It should be noted that in 2017 and in 2018 the VAT receipts in Poland
were significantly higher than in 2016.

"2 Convergence Programme. 2018 Update, p. 33-34.
" hitps://ec.europa.eu/taxation_customs/sites/taxation/files/2018_vat_gap_report_en.pdf
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Table 1. VAT Gap Estimates, 2015-2016 (EUR million)

M5

BE
BG
cz
DK
DE
EE
IE
EL

ES
FR

HR
IT
cY
Lv
LT
LU
HU
mT
NL
AT
PL

PT
RO

sl
5K
A

SE
UK

Total
EU-28

Median

Source; Study and Reports on the VAT Gap in the EU-2% Member States: 2018 Final Report TAXUD/2015/CCM31, p. 19

Aeventes

27578
4059

12382
25493

| 211616

1873
11955
12885
68601

151680

5690

| 101061

1517
1876
2888
3442
10669
684
44879
26247
30075
15368
17939
3218
5420
18974
40501

182152

1035722

2015
Vi

30906
5117
14903
28546
236322
1999
13375
18243
71498
171547
5941
136814
1690
2265
3880
3523
12611
708
49584
28529
39727
17640
19747
3507
7664
20379
41975
204752

1153392

VAT Gap

3329
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Graph 1. VAT Gap in EU Mambsss States, 20112018
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Graph 2. VAT receipts (cumulative) in Poland 2011-2018 (thous. PLN)
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Source: Graph based on data of the Ministry of Finance.

In Poland, alongside measures aimed at reducing the VAT gap, efforts have
been made lo design a method of identifying goods and services that provides
taxpayers and tax authorities with a greater certainty that the tax rate applied is
carrect. Such a method could also rationalise the structure of VAT rates.

Cybersecurity

The National Cybersecurity System Act'* was passed by the Polish parliament
in 2018 to enter into force on 28 August 2018. The Act implements the Directive on
Security of Network and Internet Systems.'® It is the first comprehensive regulation
related to cybersecurity and establishes the national cybersecurity system.'® The Act
stipulates the organization of the national cybersecurity system as well as the lasks
and responsibilities of organizations and institutions included in the system. The Act

aiso describes rules of supervision and control and outlines the Republic of Poland's

" The Law of & July 2018 on the national cybersecurity system (Joumal of Laws of 2018, item 1560),
'% Directive {EU) 2016/1148 of the European Parliament and of the Councll of 6 July 2016 concerning
measures for a high common level of secunty of network and information systems across the Union
gofﬁcial Journal of the EU of 18 July 2016, L 194/1).

£ The law is not applicable to telecom companies that have Internal cybersecurity regulations.
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Cybersecurity Strategy, but also defines cybersecurity, key services, cyber services,
alongside with incidents and procedures of reporting incidents.'”

Noteworthy, a strategic document related to cyberspace security — the
National Republic of Poland's Cybersecurity Policy Frameworks for the years
2017-2022 — was adopted in April 2017 by the resolution of Council of Ministers
no. 52/2017. The document was created by the interdepartmental team under the
direction of the Ministry of Digital Affairs. Achieving high levels of security of national
electronic systems related to key services, digital services and administrative
services is one of the core tasks enlisted in the National Frameworks. The national
cybersecurity system will be therefore upgraded to enhance its real-time threat
monitoring and integrated cybersecurity management capabilities.

The abovementioned actions taken by the Ministry of Digital Affairs in
cooperation with other ministries are based on the 2015 amendment of the law of
4 September 1997 on functioning of the government administration'® that added
competence for cyberspace security to "Computerization” chapter of that Law. Such
actions are driven by the necessity of establishing a comprehensive national
electronic security system. The necessity was recommended after an audit carried

out by Supreme Audit Office in public institutions responsible for cyberspace security.

" From the perspective of cooperation between the banking sector and public authorities it seems

important to note the Banking Cybersecurity Centre that is a part of the National Cybersecurity Centre
|atform.

i Journal of Laws of 2018, item 762.
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DI1-PM - Session 3 - Jeroen KERSEBOOM & Rolf NOORDSIJ, Netherlands

b Testeamer
New parliamentary initiatives
to support MP’s in budget oversight

Jeroen Kerseboom
Rolf Noordsij

House of Representatives - The Netherlands
Analysis and Research Department
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5 Tweede |(_E_|r_ner

NL Parliament & Budget Cycle

SEPT Year t-1 (budget preparation)
Debating and approving the National Budget: 21 budget bills

JUNE Year t, DEC Year t (budget execution)
Debates about adjusting the current budget: supplementary
budget bills

MAY Year t+1 (accountability of the budget)
Scrutinizing and debating 21 annual reports

"

i

Tweede Kamer
Improving final stage of the budget cycle;
scrutinizing the annual reports: WHY?

Controlling the budget is essential
task of a Parliament

Lack of public, political and media
attention for accountability

Is tax payer's money spent:
Regularly?
Effectively?
Efficiently?
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& Tweedehamer
Improving final stage of the budget cycle;
scrutinizing the annual reports: HOW?

+ V-100
Civilians scrutinize the annual reports: did we
get value for money?

+ Rapporteurs
Duo’s of MP’s scrutinize the annual reports:
6 questions about regularity, efficiency and
effectiveness.

B Tueedtame V”TOG

'V-100'

V = 'Verantwoording’
(accountability)

100 = # participants
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f

Tweede Kamer

What's presented to Parliament (1)
Third Tuesday of September: Prince’s Day

+ Government's plans presented to Parliament
+ Suitcase with the National Budget

}

f

Tweede Kamer

What's presented to parliament (2)
Third Wednesday in May: Accountability Day
+ Government's results presented to Parliament

+ Suitcase with the annual reports of all
ministries b L R Fall
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 Tustetane
What's presented to parliament (3)

Monday after Accountability Day:
» 100 civilians discuss 10 different topics in the
annual reports

+ Suitcase with critical
questions presented to
the Chair

 Tustetane
Follow-up V-100

 Questions V-100 sent to all MP’s and to the
ministers involved to answer them

+ May: Plenary debate. Spokesmen can refer to
V-100 guestions.

« June: Committee debates about annual
reports. MP’s can use the V-100 questions and
answers in this debates.
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Tweeds Kamer &
(3 et g e I- -

é Tweede Kamer Is #overheidsgeld zinnig, 2uinig en
DESTATIR-GEN LR zorgvuldig besteed? 100 mensen duiken in

#jaarverslagen ministeries. Meer.

facebook.com/tweede kamer #V100

Philosophy of
the V-100

People should be well
informed what happened
with the taxpayer’s money:
- were policy goals reached last year?

- were promised results achieved?

- enough transparency how money was spent?

é Tweede Kamer Tv,reede Ka_m_er

How to audit
the budget
and accounts?

How do | audit the budget and
accounts?

Then 1o titen the & primary quieemon th & Wamber of Furlsmee) Le
i whan pefing the taiget s B ounn
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é Tweede Kamer

SEE IR RN s 1. What is the general situation regarding the policy area?
- what s the current domestic and international situation?
- what are the developments over time?

. - what s going well and what could be improved?
How to audit
th e b U d g Et ! :::Tm e m"m::"‘ 10 achieve/has me?nﬂmster achieved?
- cofrect objectives?

comect indicators?

a n d a CCO U n tS? influence of the minister?

3. Which actions leading to the objectives have been planned/attained?
what does the minister want to da/has the minister done?

- correct actions underpinning the abjectives?

- are actions specific and measurable?

- thear role for the minister?

é 4 Which expenditure is planned/has been reslised?
Tweede Kamer budgeted/spent?
BUE RTATIN-EimiRang . ﬂwwwtwmnwmmmﬂwmm
- mdfustments and additional inwestmants sufficient justfication and identiRable]
« subsidies justified?

+ gaarantees granted and exposures o mintstry?
- Ependes fof primary department and operational organkations?
« gnd of year margin?

1 ; 1]
HOW 10 AUl - Desswacemmrmainmg
get!

the BUAGet e s st s et

« focus points with regand fo aperational management and policy information]

and aCCOUNES? - ettt eteetons costo s g gty

- audit findings of poticy effectivensss examinations and evaluation reports?

- correct planning for future policy effectivensess eamination)

- proper aliention to focus areas identified by the House of Representaives]
comparative {international) key figures regarding effectiveness and effickency?

6. Whiat are my conclusions and recommendations [as reporier i the commit-
tee)!

- ponsiderstions regarding granting discharge?
+ requests for minister]
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§ Tk tan
Rapporteurship annual reports

+ 'Duo rapporteurship’ (1 MP of coalition, 1 MP
of opposition)

« Supported by staff

+ Findings, conclusions and recommendations
first presented to the committee and later -on
behalf of committee - to the minister

§ Tieqtamer
Advantages rapporteurship-model

« More attention for the annual reports
« 'Committee commitment’

 Importance of the efficiency and effectiveness
of public expenditure is stressed

+ Improvements in the reports (e.qg. indicators)
+ Efficient method for committee
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DI-PM - Session 3 - Netherlands - Strengthening MPs budget and accounting power Public
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New development: How MPs in the
Dutch parliament strengthened their
budgetary and accounting powers

Pieter Duisenberg

After experiencing a lack of political interest for financial and performance
tnformation in the Dulch House of Representatives, the authoy, a member of
parliament, introduced a systematic approach for parliamentayians to review the
coundry’s national budget and accounds. Drecving on corporale experience, the
approach is a parliamentary version of a corporate audit committee working with
a standardized review questionnaire. It gained wide support and is now wsed by
several parliamentary committees. Nevertheless, the author raises various
questions to the public aceounting and conirol vesearch commaunaly lo improve the
method and ensure its long-term use by politicians.

Keywords: Audit committees; iutema“zaﬁon', pthicmn,s; questionnaire; structured review,

Iwassurprised, disappointed, and even perhaps
embarrassed with the unprofessional way the
annual national budget was treated in the
Netherbands: [t was lnte 2012, and 1 had just
been elected as an MP after a 20-year career in
the corporate world. Perhaps | was naive w
expect the country's budget to be dealt with in
the way I knew in the private sector. Maybe it
was all due to my political inexperience.
However, I stuck 1o my firm opinion that a
structured use of accountmg (financial and
non-financial performance) information by
politicians would have a major positive impact
on political decision-making and the
effectiveness of politics and the public sector.
So | designed a structured approach for
reviewing the budgetand annual report which
is now widely used by Dutch MPs. This article
sets out this new approach, our experiences so
far.and opportunities for further improvement.

Exercising parliament’s budgetary powers
Politics has a huge impact on socety and it acts
with a mandate from society. Hence

wransparency, reliability and accountability of

palitical decision-making are essential, not only
to assure ellective spending of taxpayers'
money, butalso w provide conditions and solid
ground to society in a world of tremendous
change. The national budger i instnmental in
this context: it tanslates political choices to
allocated amoumts of money. In the
Netherlands, the central government budger
for 2016 amounts to approximately 300 billion
curo, which is43% of gross domestic product.

© 2016 CIFFA
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The budger codifies the government’s policy
goals, strategies, tax and spending decisions,

Theconstitution of the Netherlands (articles
104 1048) gives parlinment, especially the House
of Representatives (the Tweede Kamer—see
box below), the powers to amend, approve and
hold government accountable for the budger.
The national budget is presented in September
before the start of the new fiscal year, and the
annual report in May after the end of that fiscal
year. These documents are complemented by
economic projections by the Central Planning
Burean (CPB)and validated by the Netherlands
Court of Audit.

Given the importance of parliamentary
powers for budget approval and accountability,
one would expect a structured, thorough and
internalized approzch towards the setting and
evaluation of goals, strategies, budgets and
results, FMowever, this is not usually the case.
The parlinmeniury review appears 1o be more
ad hoe, zooming in on particular topics that
happen 1o be politeally salient at that given

Pivter Ditisenberg
has been @ Member
r,_if' Pm'fwmm'gfﬁrr the
litivral party (VD)
in the Howse of
Commons of the
Netherlands since
2012. Before being
elected, he worked fur
20 years in the
prrvvate sector.

Dutch government

The Netherlands is a constitunonal monarchy, based on the trias
politica, with parliamentary elections taking place on the basis of a list
system of proportional representation. Parliament consists of two
chambers, where the main political function is for the Tweede Kamer®
{second chamber). Parliament has legislative, as well as controlling
powers, vis-a-vis the government (exccutive), There are many partics
represented, when this article was written m Seprember 2016 there
were up to 16, induding some with anly one seat. The government is
ereated out ofa coalition of some of the parties. Currently the coalition
consists of two parties—liberals {VVD) and social-democrats (Pve AL All
ather parties are usually relerred o as the opposition’,

bunp ebecadod, eyl 1L LOBIINESE9RT D016 | 297154
PLBLIC MONEY & MANAMEMENT NOVEMBERL 2010

M118 OECD S8 MEJIIZ 29

=]

xEM

=

ZU2BA & 155



moment, Tather than taking an haolistic,
systematicapproach. Inadditon, looking ahead
(strategy plans, budgetapproval) gets far more
attention than looking backwards (results,
accountability).

This practice falls short of the potential of
proper budget scrutiny as required by the
constitution - articles 104-105. There are
several possible reasons for this:

*Coalion parties may have less inlerest in
critically approaching the executive than
opposition parties,

*The fragmentationand volatlity of the political
landscape (more parties and decreasing
support for the traditional ruling parties).

* Paliticians being focused on day-to-day public
media exposure.

*The different backgrounds and experiences
of politicians (especially regarding
accounting and control).

= The lack of standard operating processes in
parliament with respect to executing
budgetary powers,

[ was not alone in my concerns, Both MPs
and the Court of Audit had heen calling for
improvementin the way the Dutch parliament
was exercising its budgetary powers:

*In 2014, the parliamentary committee for
ICT reported an estimated 1 billion euro up
o 5 billion e¢uro of wasted resources on
public government 1CT projects per year,

*1n 2015, the parliamentary committee on the
high-speed Fyra train concluded that there
had been a 11 billion euro misspend on this
public railway project.

Both of these parliamentary committees
concluded that the provision of information
from the executive, as well as parliamentary
scrutny, was not good enough,

=In 20135, the Court of Audit concluded that
out ol 86 fiscal expenditure measures (for
example excise duty exemptions and liscal
innovation stimuli), towlling 18 bitlion euro
annmually, effectiveness was not tested for 45
of the measures.

*Also in 2015, the Court of Audit concluded
that in the case of additional investment in
teacher professionalizationof upto 1.2 billion
curo per year, parliament had lost sight of
the relationship between budgets, expenses
and results,

Theretfore, while articles 104-105 clearly set
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out parliament's role and responsibilities, there
are significant opportunities for improving the
exercise of its budgetary powers. This
observation is not new, Forty years ago, a
former parliamentary chairman observed that
parliament could make better use of its
budgetary powers and should not lose iself in
trivia and local ssues (Vondeling, 1976), In
2000, the finance minister stated that over the
next 10 years, the standard of parliamentary
contral ol the budger and annual report had (o
be ara much higher level (Zalm, 2000). In
subsequent years, the Netherlands moved 1o a
form of performance-based budgeting.
However, this led 10 an overload of policy
information in a non-focused direction and
then administrative overload. This was
corrected in 2011 with the introduction of a
revised performance manageément svstem with
avery modestset ofindicatorsand more reliance
on multi-year effectiveness evaluations, What
remained constant throughout these years was
anongoing lack of politicalinterest for thistype
of information (de Jong et al., 2013),

Introducing corporate experience
Transparency, reliability and accountability of
political decision-making are essential. Many
politicians think that politics are ditferent from
business. However, this does not prevent the
public sector learning from the private sector
on how to link strategy to performance
management systems (van Helden and
Reichard, 2016). Of course, there are
dilferences, which influence or constrain the
directapplicability of principles from one sector
1o the other, Key differences are ownership
(government versus transferable shares);
funding (taxes versus revenues from products
sold); goals (public interest eflectiveness, poor
measurability versus profitability, good
measurability): and conirol (muliiple
stakeholders versus the market and
shareholders) (see Perryand Rainey, 1988 van
Helden and Reichard, 2016).

However, public governmentdecisionsare
justas much about cholces in objectives, strategy,
resource allocation (budget), control and
accountability as are private sector decisions.
Inaddition, public gavernance is based on the
same principles as private sector governance,
with a division of counter-balancing powers,
between executive and controlling powers.
Therefore, there will be differences, but also
many commonalities in the design and use of
performance management systems and the
exercise of budgetary powers.

Entering politics after my corporate career,

© Y016 TIFFA
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I was surprised by the lack of structure in
strategic and budget control, which I was used
to in business. In the companies I worked [or
(Royal Dutch Shell, Eneco, McKinsey &
Company), change rather than stability was
omnipresent, and change was dealt within a
framework of structured methodologies for
strategic control: scenarios, long-term plans,
budgers, investment decision methods and
performance information,

In recent years, there has been a revival of
attention in corporate governance after the
financial erisis and corporate scandals such as
Worldeont, Enron, und at Shell regarding oil
reserves. As a result of such scandals, the Dutch
corporate governance code has been
[undamentally revised (Frijns, 2008). The code
includes the counterbalancing roles of the
executive board and supervisory board, There
aresomeclear similarities between the corporate
supervisory board and its big brother (or
sister}—the parliament. Just like parliament,
the corporate supervisory board also has roles
to aménd, approve and hold accounable, Its
roles include approvals and supervision on
setting and realizing strategic targets; annual
budget and important investment decisions;
risk management; and financial reporting.

One other aspect is particularly relevant in
this context, The supervisory board nominates
an audit committee from its members, which
advises the supervisory board on financial and
performance information, risk management
practices and findings by the external auditors.

These corporate principles of governance
can be used 1o improve the use of information
and execution of budgetary powers in the
Dutch parliament.

Structured use of information and
budgetary powers in the Dutch parliament
While articles 104-105 clearly ser out
parliament’s role and responsibility, the actual
use of information and execution of budgetary
powerscould be improved. Themain potential
[or improvement was to have a cycle-loop el ex

arite planning toex post control, which would be:

actively used by politicians, with botl a one-
yeir and longer term horizon, which locused
not only on Anancials but also on efectiveness
and risks. This would improve the information
and control pesition of parliament and would
bring more transparency, reliability and
accountability to political decision-making.
For these reasons, anew method was putto
the Dutch parliament. The method draws on
the corporate experiences outlined above. It
introduces, like the audit committee of a

© 20186 CIFFA
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corporate supervisory beard, a subcommittee
of two in cach departmenial commiuee, for
example the committee on education, the
committee on health, and the comminee for
social affairs. The subcommitiees are tasked to
do m-depth, ‘cover-to-cover’ research of ihe
budget in September and the annual report in
May, and report back 1o the responsible
committee. Their report is discussed with the
entire committee and accountable minister,
belored general pohitical debate takes place. 1o
ensurethatits indingsare ‘objective’ and aimed
al improving the information and control
position of parliament as a whole, the
subcommitteeisdeliberately ‘politically neutral',
It consistsof one member of the ruling coalition
government and one member ol the opposition.
Each member takes two alternating
‘subcommittee duties’,

When tasked to research the budget or
produce an annual report, an MP is guided
and supported by a structured review
questionnaire. This questionnaire (see igure
1) prompts questions on [inancials,
effectiveness, and risks, with both a one-year
and longer term horizon,

The structured review questionmaire has
been widely adopted as standard operaung
procedure for budget research. As a result, the
budgetr and annual report are becoming a
predictable recurring cyele of transparency,
reliability and accountability of political
decision-making.

First reactions; first results

1 proposed this new method in late 2012 1o the
parliamentary. committee of which I am a
member (education). Fortunately, many ol my
colleagues in the education committee shared
the view that we should improve the way we
were exercising our budgetary powers and
improve our information and contrel position.
The proposal was, theretore, adopted. Initially,
in the first review in May 2013, much of the
work had to be carried out by myself (with
parliamentary support stafl), while a colleague
in the subcommittee was productive and
critically supportive in the discussions and
shaping the report. This team of myselt, as a
coalition parliamentarian, together with an
opposition parliamentarian, was crucil to stress
the point that thiswasnot for short-term political
gain but, rather, a method for the whole
parliament to improve its information and
control position and execution of its core
responsibility of budgetary control. The first
report in May 2015 proved very valuable and
since then the committee has repeated the
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exercise each budgetary and annual report
round 1n 2013, 2014 and 2015, The
subcommittee duty was performed according
toarotatonscheme ofthe committee members,
Through these standard regular reviews, the
education eommittee and the accountable
minister have consequently entered into a
recurring, semi-annual, structured review
discussion of the entire education agenda and
budget.

Lhe method has now been adopred by
other committees: social affairs, health,
infrastructure, and foreign trade and
development. Therefore currently about 80%
of the national budget 15 bemg effectively
scrutmized by parliament.

So far there has not been any major

reallocation of spending as a result of the
method, but it has improved parliament's
information about financials and hay shifted
the focus towards the effectiveness of
government policies, to longer term goals, risks
and accountability for results, First experiences
are that parliamentary committees are clearly
taking more interest in controlling the budger
and executing they budgetary and accounting
powers. For example, the subcommittee on
social affairs, as well as the committee on health,
are currently developing performance outcome
criteriawhich they wantincluded inthe hudger
and annual report. Also, there is increasing
interest in the design and ourcomes of multi-
year effectiveness evaluations, which are
reinforced by question 5 in the audit guidance

= What are the developments over time?

* Correct objectives?
*Correct indicators?
* Influence of the minister?

*Are actions specific and measurable?
*Clear role for the minister?
* Budgetedispent?

=« Subsidies justified?

= End of year margin?

* Requests for the minister?

Figure 1. Official guidance on how te audit the budget and accounts.

1. What is the general situation regarding the policy area?
*What is the current domestic and international situation?

*What is going well and what could be improved?

2. Which objectives have been planned/achieved?

*What does the minister want to achieve/what has the mimister achieved?

3. Which actions leading to the ebjectives have been planned/attained?
*What does the minister want to do/what has the minister done?
= Correct actions underpinning the objectives?

4. What expenditure is planned/has been realized?

*Significant overspending/underspending to be explained?
* Adjustments and additional investments sufficent justification and identifiable?

s Guarantees granted and exposures for ministry?
* Expenses tor primary department and operational organizations?

* Expenses distributed across multiple policy articles or ministries?
* Financial position of institutions executing policy but not included in state budger?

5. What is the verdict regarding the legitimacy, effectiveness and efficiency?

* Facus points with regard to operational management and policy information?
*Audit findings of the Netherlands Court of Audit regarding legitimacy?

* Audit findings of policy effectiveness examinations and evaluation reports?
*Correct plannimg {or future policy effectiveness examinations?

* Proper attention to focus areas identified by the House of Representatives?
*Comparative (international) key Agures regarding effectiveness and efficiency?

6. What are my conclusions and recommendations (as reporter to the committee)?
*Consideritions rugarding pranting dise II:ll‘gL'?
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(see figure 1). Fortunately, despite all this
collective committee activity, the use of the
method hasnotled toa reduction of the political
debate but, rather, has helped it Tt actually
introduced a two-step approach:

*The budgetary control powers [or parliament
as a whole are being properly exerased.
«The method supports the quality of political

debate by putting the real [acts on the table.

Further improvements

While the method has taken ground ‘bortom-
up’ inthe Dutch parliament, we now need to
ensure its long-term survival and improve

the method itself. The current generation of

parliamentarians is becoming increasingly
supportive. They have found that the
workload is less than they expected and tha
itis well worth the effort, They are positively
surprised to find it is not rocket science, but
more a matter of ‘just do it!" Nevertheless,
the adoption isstill fragile and more work is
needed to ensure codification and
internalization of the method hefore a new
generation of politicians arrives alter the
next general election, which will be before
March 2017.

In general, the drivers for the use ol

performance information by politicians is an
important suggested topic for performance
management research (van Helden and
Reichard, 2016). Many methodological
questions remean as well:

*How can we appropriately measure the
outcome of government policy?

= Whatisthe optimal planning horizon needed
to evaluate government policy, solving the
dilemma ol long-term effects versus short-
term electoral interests?

*Does acconntng information on an accrual
basis improve politcal decision-making and
control?

*How can transparency, predictability and
acconntability to the general public be
improved:

These are some of the questions that [ hope the
public accounting and contral research
community can answer so that we have accurate
knowledge onhow o deliver beter parliamerits,
beter govermment, and beter polities,
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IMPACT
This article explains a new method which has strengthened the budgetiry and accounting
powers of the Dutch parliament. The method, designed by a politician with a corporate
background, involves setting up a parliamentary version of a corporate audit commitiee
working with a standardized review questionnaire. The method has gained wide support in
Dutch parliament, increasing politicians’ use olaccountinginformation and their ability and
interest in exercising budgetary control. Furthermore, the initiative is gaining interest from
local councils in the Netherlands, including the city of Amsterdam, who see it as a way of
improving hudgetary and aceounting powers for politicians atall levels of public government.
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D1-PM - Session 4 - David TURNER, OECD

11" Annual Meeting of the OECD Network of
Parliamentary Budget Officials and Independent Fiscal
Institutions (PBO)

4 — February
Lisbon Portugal

THE LONG VIEW: SCENARIOS FOR
THE WORLD ECONOMY TO 2060

OECD Economic Policy Paper #22

by Yvan Guillemette and David Turner
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)?The merits of forecasting at different horizons

SHORT MEDIUM LONG
1-2 Quarters 2-3 Years 3-4+ Decades

Good & Poor & Little Planning rather
Tt Improvement than the Plan
Accuracy P B
Usually Miss Timing of cycle
Downturns less important
? Fiscal & mopo Natural horizon:
Policy credibility + Structural
relevance/ For reforms
Interest Nerds! Quantifying + Mega-trends
uncertainty ... like ageing
tricky * Debt
sustainability
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>> Long-term scenarios model: key features

All OECD + non-OECD G20 countries

Core is production function for potential output

Linked to short-term Economic Outlook projections

Saving & Investment equilibrated through R

N

Policy channels
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>> Fiscal block: spending pressures

« Health spending per capita projections depend on
— Growth in real GDP per capita
~ Change in the share of population aged 65+
— Baumol effect: 1.3% per year

Pension expenditure from EC Ageing Report and S&P’s projections
« Other primary expditure constant on real per capita basis.

- Additional channel demographics < public finances
— Structural reforms that boost employment rate = fiscal dividends.

Fiscal rule stabilises debt-to-GDP ratio at
>> initial level using overall tax rate (eg USA)

Primary balance, % of GDP Gross government debt, % of GO
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>> Policy channels

A b
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L

/ BASELINE SCENARIO

No institutional or policy reforms
Look at fiscal pressures building up

Reference point for reform scenarios
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Demographic change weighs on growth in
OECD living standards

The positive contribution from a rising employment rate declines and the
contribution of the working-age population share turns negative

Trend real GDP per capita growth in the OECD, %
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Living standards converge slowly

* GDP per capita advances in all countries and gradually converges toward
those of the most advanced countries, but to varying degrees.

« Living standards in high-growth emerging market and Eastern European
converge most, driven by catch-up in trend labour efficiency,

* But GDP per capita in the BRIICS and some low-income OECD countries
remains below half that of United States in 2060.

C. Real GDP per capita at 2010 Purchasing Power Parities, USA = 100
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>> Fiscal pressure builds up

Median OECD tax rate up 6%2 % pts of GDP

Change in primary revenue necessary by 2060 (o stabilise public debt ratios, % pts of potential GDP
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Summary of average historical effects on income
equality and output
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Source: Agkun, O., B. Cournéde and J. Fournier (2017), “The Effects of the tax
mix on inequality and growth”, OECD Economics Working Papers, No. 1447.
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>> Country-specific revenue-maximising VAT

2 8 & 8 B2
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standard rates & actual rates, % 2016

a VAT standard rate ° Revenue maximizing rate = 95% Conf. Interval
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Source: Akgun, Bartolini and Cournede (2017)

Effective marginal effective tax rates of workers
>> with wages of 167% of the average and estimated
revenue-maximising rate
" i EMTR (2017, %) — Revense-maximising rale 0 e 85% confidence interv:
: "‘||
g ] P23 T4y TR
ST H T
F i 1 1] H
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REFORM SCENARIOS

. Better governance & educational attainment in BRIICS
. Competition-enhancing product market reforms in OECD
. Flexibility-enhancing labour market reforms in OECD
. Increase in pensionable age in OECD
. Higher R&D spending in OECD
5. Higher public investment in OECD
. Cost containment in health care sector in OECD
. Higher average import tariffs in all countries

Labour market reforms could be most
beneficial to women and youth

A reform package to improve labour market policy settings in OECD countries
up to those of leading countries raises the aggregate employment rate by 612
percentage points by 2040, mostly via higher youth and female employment,

Impact of labour market reforms on OECD employment rates
Difference from baseline by 2040, % pts of labour force
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Youth [15-24)
Prima-age men (25-54)
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[ Active labour market policies [ Union bargaining [} Family benefits [ Maternityleave [ Tox wedges
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Labour market reforms + health cost containment
would help alleviate projected fiscal pressures

Median reduction of 3V2 % pts of GDP in tax pressure relative to baseline.

Change in tax rate to stabilise public debt ratios,
difference from baseline in % pts of potential GDP

e ]

3E3¢% g £ 3 3 &

[ Health expenciture [ New ALMP and tamily espendiure [ Other primary esperchtse [ Other factors & Total

d
s

'
S

L
i

Increase in participation rate of older workers if
retirement ages rise by 2/3 of gains in life
expectancy

Change 2017 1o 2030, % pts of the population aged 55 to 74

B Pension wealth [l Statutory retirement ages & Model projection

Newve: Assumes minimum and normal retirement ages nse by two-thinds of the projected
increase in life expectancy at 65, unless they are already planned to fse os fust or faster
than this, in which case the chart shows a zero effect..

168 & X113 OECD SEMAIIF 39 &4 ZW2IA nase



//

VARIANT SCENARIOS

« Annother global downturn

* Lower (r-g)

Another global slump would raise tax
pressure even with no potential output effect?

Peak change in tax rate to stabilise public debt ratio with global
downturn in 2021, difference from baseline in % pts
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What if interest rates have already
‘normalized’?

Peak change in primary revenue necessary to stabilise public debt
ratio assuming lower path for interest rates, difference from
baseline in % pts of potential GDP
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>> Future work?

« Possible model improvements to fiscal side:
— More complete modelling of fiscal impacts of reforms
— Incorporate Laffer curve effects of taxation
— Better modelling of pensions

» Other Scenarios to explore in detail:
~ Another GFC
— Different (r-g)

 YOUR SUGGESTIONS WELCOME !
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DI-PM - Session 4 - Jose Manuel FELIX RIBEIRO, Portugal - rev 4-Feb

11th Annual Meeting of the OECD Network
of Parliamentary Budget Officials and
Independent Fiscal Institutions (PBO)

Lisbon, Portugal 4-5 February 2019

Long Term Scenarios for the World
Economy to 2060

A brief Commentary
José Félix Ribeiro

TWO BIG STRUCTURAL CHANGES IN
GLOBALIZATION TO 2060

THE LONG TERM SCENARIOS FOR THE WORLD ECONOMY
TO 2060 by OECD give us a PRECIOUS approach to the
future of the world economy

| will commment the Baseline Scenario having as focus
structural changes that are going to affect Globalisation and
Growth to 2060 and the challenges it creates for small
economies like THE Portugal economy
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GLOBALISATION IS CHANGING AND WILL
CHANGE EVEN MORE (1)

» The era of plentiful labor, brought by Asia Pacific
economies is ending, basically by China demographic
evolution -and with it the transfer of segments of global
value chains to these economies justified by low labour
costs and the growth of productivity by a scholarized
population adapted to industrial discipline.

* Now India and Africa are the next big origins of labor for
the world economy but it is not clear - namely for Africa -
how this labor is going to impact Globalisation- as an wave
of export of services and goods or as waves of massive
migration to developed countries

GLOBALISATION IS CHANGING AND WILL
CHANGE EVEN MORE (2)

The era of massive transfers of savings from Asia Pacific
economies -and OPEP arab economies - to the US
economy is also weakening by the convergence of

» The “maturing” of Asia Pacific first industrialized economies -
Japan, South Korea, Taiwan

+ China’s geoeconomic strategy of competition with US - with
anew focus to apply its reduced external surpluses

But the transfers of US household savings to foreign
economies realized by its institutional investors don’t seem
to be ending
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GLOBALISATION IS CHANGING AND WILL
CHANGE EVEN MORE (3)

Technology innovation is going to change the pattern of
international trade flows:

aIThe digital economy s going to revolutionize and
&uba_hze the service sector - enhancing its productivity by
A eAr.:illgitaI connectivity given by the cyberspace , but also

y

bIThe digital ecunﬂmk( - inc[udingl?gn printing , robotics and
Al -is going to relocate the industrial production near the
*demand hubs” - and international trade — mainly long
distance - of intermediary and of consumer products is
goin to be dramatically reduced

GLOBALISATION IS CHANGING AND WILL
CHANGE EVEN MORE (4)

The Climate Change challenge is going to change
Globalisation:

a) It will GENERATE a wave of investment in Adaptation - namale?r in
coastal metropolis -investment which is not linked with productivity
growth butwith survival reasons

b) It will FORCE a new energy paradigm that will emerge to 2060-
probably first with hydrogen solutions and after with compact
nuclear fusion - and this will impact drastically the oil economies of
today —Middle East, Caucasus and Central Asia and Russia .Creating
na aditional focus of turbulence
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CHALLENGES TO SMALL
ECONOMIES LIKE PORTUGAL

The BIG challenges for the Portuguese Economy
to 2060
How to Grow,
to Create Employment
and enhance Social Mobility

FIVE CHANGES

+ 1, To align the tranformation of its international specialization with the three
global trends that we have JUST spoken about

+ 2.To revise its financial system in accord with reforms inits “social
compact” - pensions, health and training - strengtening the capacity to
finance competitive investments and innovation ... And answering the
central question of Land rent ...and itseventual usefulness

* 3. To implement Education, training and labour market reforms that give
incentives to Human Capital accumulation for Pos Industrial Societies and
Knowledge economies

* 4.To diversify its international linkages ~now concentraded in continental
Europe - to more innovative partners - namely in Northern Europe, North
America and in the Indo Pacific region

+ 5.Making the Lusophone Space a international partnership for a new
integration of Africa in the world economy
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D2-AM - Session 5 - Alan CAMPBELL, UK

X

The Scofish Faimmans
Pimigpmad ma hadha

The Infermation Centre

An t-lonod Fiosrachaidh

Allan Campbell, Head of Financial Scrutiny Unit,
Scottish Parliament Information Centre

To tweet, or not to tweet — PBOs/IFls and social media
in a time of political upheaval

X

The Lrsish Fatmmard
Pprivpmspued] ma hAd

This presentation will cover....

« About the FSU and SPICe

« Social media in the Scottish Parliament
» Current use of social media by SPICe

« Some examples and statistics

+ Dealing with comments

« The future - @SPICe_Research

« To tweet or not to tweet?
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About the FSU and SPICe

« Financial Scrutiny Unit - one of three research teams
within the Scottish Parliament Information Centre

= Seven staff covering public finance, taxation, the
economy

= Two staff dedicated to data visualisation work, for SPICe
and Committees

= SPICe digital development — launch of SPICe Spotlight
blog in 2018, increased capacity for data visualisation,
and new Twitter account coming soon

X

The Lrmish Folaenerd
irimnd na hadhn

Social media in the Scottish
Parliament

« Twitter — wide range of accounts

« Facebook — FMQs live

» Instagram — behind the scenes

« Web and social media team

« Public engagement strategy and social media
policy

« Social media is an engagement tool, not a
one-way communication tool

« Digital engagement tools — something different

nase
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Social media in the Scottish
Parl iams_.-nt - Twitter

.%F Ve e .

Social media in the Scottish
Parliament - Faceboo
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X

The Scofish Faimmans
Fiwigmmoaf na hadhn

Social media in the Scottish
Parliament - Instagram

How does SPICe use social media?

= Core customers remain MSPs, their staff and
Parliament staff

« But, much more likely to read SPICe material if it's in the
papers or on social media

« More coverage = more MSP engagement with our
impartial research = better scrutiny of the Government

» For last two years a lot more of our briefings and blogs
have been on Twitter, some on Facebook

« Media promotion too — no embargoes but close working
with Media Relations Office
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= World Bee day

* (@ScotParl tweet thread

= BBC journalist using SPICe graphics

» Bright young people

+« Use by MSPs

» Mis-use and relabelling by political party

l = —
Intererted in more n-depih sk oan e
PRosinhBudge T Bead this briefing by cur
resmarchen af el Fal an inuighdfl
Inck ot B tudgel ind what it resarm for
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Some examples
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Budget 2019-20 -
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The Scofish Faimmans
Fiwigmmaf na b

Some more examples

QH— E e otibmb Pailameni & ﬂ

The feeght ying peopls 5 TP furer

frubidribudt & Brrakcieen of Geofhih ol Qereerfitan! A& E%eoiParl we have our own ¥ beehlees &
Harling the *asvwas has been used to seal every act
Tha cow g s fallng by §4% Dut kel hewing q-_ [A— of the Scottish Parkament since it reconvensd
Imtuch ey nnghenoed funding) i sxreesng by 7% . in 1998, On MWorkdBes Day why not check out

Aacnadesy 10 the oot Paliament infoemation Cen OUF SPICe blog & find oul how impoartant
e R e L depeiide Do) "hess are to the economy & emvironment
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The Scofish Faimmans
Fiwigmmaf na b

Cwverall With Social media
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The Scofish Faimmans
Fiwigmmaf na b

Cwverall With Social media

L]

X

The Srotish Faimenand
[Pirivmsn] e b A

Dealing with (defamatory) comments

« Engagement tool, not a one-way communication tool
= Different approaches on different mediums

« Can overthink it

+ Freedom of speech vs defamation

« Design an approach, and stick to it consistently

« FMQs comments — around 400 of 1000 need to be
deleted

= But has been less of an issue for SPICe
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Dealing with comments -
SP_IntRelations

Colleagues in International Relations office set up a new
account in January.

First tweet received many comments. Mostly

misinterpretation/abuse.

“What part of the devolved powers do you fall under?
Oh, it doesn't so the Scottish taxpayer has s paying
twice #embarrassing” and “Naff off you imbeciles!”

Response — Thread explaining in more detail, not
individual responses

Dealing with comments -
SP_IntRelations

E Eteinationsd Relstians - Liuttish Futartess a e Rt i ey
Happy new year / Bliadhna mhath Grf Welcome to the f:::-n;:::u:mum- :,:;mw:r
official twaner account of the Scottish Pariament’s ety & fitshe st rfarenation on the robe of the
International Relations office. Follow us to keep up to Intemational Retatiors Ol

date with sidermationsl work O ScotPer, Bead mare . -

about our work in 201 & " -

satith parlumen Ul st waatlia

l e Sty - hes, Put—
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Héddna

X

The Lrzish Faimmerd
Piprivpmsna] pa1 b A

The future

» Launching @SPICe_Research Twitter account
in mid-February

» Catching up with many of our UK counterparts

» Six volunteers in SPICe — staff commitment
important

= Still working closely with the social media
team, and other accounts in the Parliament.

ke

X

The Srsfish Faimmerd
Piprivpmspud] pa1 b A

To tweet or not to tweet?

= Yes, if you want to reach a wider audience, and increase
the reach to your core audience

= Yes, if you have staff capability, capacity and drive to do it

= Would be helpful if you have social media professionals in
your organisation to learn from

= No, if just looking for another a one-way communication
tool

* No, unless you really want to engage, and commit to the
medium
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D2-AM - Session 5 - Rui PERES JORGE, Portugal

I

| e—

#cmvm on social media
Lessons from 5 months

00 ©®

B hr (8 NTE S

@ Heuropean overview

CMVM

Use of social media by some regulators in the EU
ASF FIN-F5A

AMF FCA FRC AFM ANACOM
@ 27.961 118.504 6.832 17.954 2.255 239 4,032
o 8.144 44.900 5.142 19.500 64.900 2.785
528 388 1.463 a7 1 72
o 3,499 1211 657
3.350 1.167 639
B s 1276 165 69 11
Twitter all subjects
Linkedin subjects regarding events, reports, public consultations
Facebook subjects related to cansumer/investor pratection and fraud prevention
YouTube library for videos shared an other soclal networks

Rules & guidelines: FCAR | 5ECE | AMF [Canadi) | ASIC [Australiahes
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#networks we use

CMVM

@
*Q o - e

th {+52% to 9.480)

#posts highlights

=

#networks we use

CMVM

#posts highlights

e = - -

L
Ridids #° ngaged Recrutaments (. y
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#networks we use

CMVM
&
" -
L !ﬂ! =% . A |‘ HORLD
IMVESTOR
fireof i lA HEEK 2018
Seeraivg Mundial do samano Mundiol do Invealidor - Portogal
Irushclor 2018 - L LRI S § o (SR S
1817 e sviehn
Eaetag i n i
« Created for a specific event «  Contents in portuguese
« 149 followers in a moenth and a half +  Contents related to the subjet
+  Since September 2018 (stopped mid October) of the event
#posts highlights
5
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#why and for whom
CMVM

Goals and audience o @ @

* gnhance the reach of our messages and informations

= signpost them to a broader audience

+ have a better understanding of the impact of what we communicate
* target contents to specific segments of people

#target audience

Twitter Industry, opinion makers, journalists, population in general
Linkedin Industry, professionals from related sectors, journalists, business orignted
Facebook Population in general

#what we share
Tvitter all communications (press releases, events, consultations, statistics...)
Linkedin events, consultations, legislation, reports, periodic publications...)

Facebook linancial literacy and consumer/investior education

—
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- #challenges, risks and rewards
CMVM
Summing up the first five months o @ @
Twitter Linkedin Facebook
Increase followers Best time to publish Reach wider audjence
Best time to publish Commentfrespond Best time to publish
#challenges Type of content, past Like posts from third Informal language
Following, retwest parties Engagement
# L #
Exposure Exposurne Expoture
interaction Reputation Reputation
Brisks  Reputation Mo response Mo response
reaction neededy? Lack of contrml Lack al control
Lack ol contral
Hrowards
critical mass | exposure | wideéraudience |gather insights | monitaring |
aWareness
7
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#how do we interact
CMVM

What we observe o @ @

+  Frequent mentions, mainly onTwitter and on third party publications

about football

*  There are also mentions on publications from individuals, entities which

whose professional activities are directly related to what we do

+  Shares are more frequente on Linkedin and ofter include comments and

hashtags by the one sharing

What we do

*  We don't answer, but we considering threads on specific topics if

necessany

+  We don't follow or retweet, but we are considering it

188 @ X113 OECD SEMAIIF 39 &M ZURBIAM
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#thow our audience interacts with us

CMVM
Comments and mentions

Generic ‘hot topics’: football | politics | law

o~

o

Ll T S te

=wta1 0 Db Fngaved Ay s Saems Peeea

Our topics: measures | decisions | news

.'—'f—'— gs B T -
& =
L =
et
im e m  w— s

1 B g T pergarrivinas. © anton sec e Brludo e
Erargn Mt Gt teewitns ) et wilevd ol Gargo, b Rrodsoe O Sl

OO0 ©®
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#what we've learned

CMVM

Looking ahead

Social media handbook (Guidelines and rule
Community management 5 engagement
Tallored made contents for each network

Keep building our social media presence

OO0 ©®

s}

nage
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fifrom individual profile to an institutional

As a journalist O @ f

CMVM

L 1f I persona

Building an die

B ot ] | i B I
I & Of The w [ 1

| wctior bate and dire 1]

As an institution
Establishing a public wvoics

Building an audience

Monitaring content from followers & expert

Interaction: more tncky, but st necessary

#isteppingdownfromtheivorytower

Getting real O @

CMVM

= )
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#cmvm on social media

Lishsan, Febfuary 2019
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D2-AM - Session 6 - Scherie NICOL, OECD (0)

OECD REVIEW OF THE
PORTUGUESE PUBLIC FINANCE COUNCIL (CFP)

GONSELHQ DAS FINANGCAS PUBLICAS

CONTENTS

1.Background
2. Key findings

3.Key recommendations
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BACKGROUND

Context for the Review

! F - - = " i - - b

I" OECD PBRBO * DECD Principles for IFIs » CFP external Review
thwﬂrk finds good Jlr:lL*.I';:dv_prirmp.’u on external L‘umr]li;:.?iupcd at
practices and sets @il own initiative
standards for IFls Bl RO towards end of first

developed to support this leader’s term
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>> Inflection points for an IFI
EVENTS‘_
. i JT\ i
Review methodology
Team
o o RV » OECD Secretariat (Budgeting and Public
GCD Review iof the Portagwess Expenditures Division)

Public Finance Council (CFP)
v Py ctas FinangEs Fuiiicss

Peers from the US CBO, University of
Lisbon, Canadian PBO

Stakeholders consulted

=  MoF, CoA, BoP, Parliament, CFP Senior
Board, CFP staff, international org’s,
economic forecasters, academics, media...

Structure

m

Methodology

and Outputs
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KEY FINDINGS

>> In what ways is the CFP doing well?

1. Council is already a well-regarded independent institution

Index of IFI independence (2018)

i
L]
OLLD swwrugs

L

L e il
Lo 1% ety
s

# Dp ater @l m e
o
-y wiegal mud Branicd aviegartens ¢
s
p W et o e ¢
B
LY

YRV Y VIVP IV IIII IV

Source: von Trapp and Nicol, 2018

Fdepmdeiir wore

nasge K113l OECD SEMHIIF 3o &4 ZU2DA & 195



>> In what ways i1s the CFP doing well?

2.  Work of the Council impacts public debate on fiscal policy

Grovermo o bz

vorile & progecin

da EIV" e m.-r
7 wnill

>> In what ways i1s the CFP doing well?

3. CFP has helped improve fiscal transparency and analysis

Impreved anabyis of
existing povernment data

A\

Provided new

Enriched shared
; d information to
discunsions on flscal Taclliate fiscal
data oversight
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>> What are key challenges for the CFP?

3. Leadership
appointment not fully
protected from political
interference

1. Access to 2. Mistakenly
information, esp. associated with
sacial security Troika

KEY RECOMMENDATIONS

nasge K113l OECD SEMHIIF 39 &4 220N & 197



Key recommendations

1. Relevant government
departments and agencies
should meet with CFP to
resolve access to

2. CFP should seek to
hroaden public and
political understanding

NG e of its value and role
information challenges

3. Introduce role for
parliament in
leadership
:11':|'}:'}i niment

«  Some would like to see consolidation
— But this has challenges
* CFP does not enjoy broad political
backing like UTAD
« UTAO lacks institutional strength and
capacity for in-depth analysis ike CFP

» OECD does not recommend any
institutional changes
- Both have carved out a distinet role

* Focus should be on continued
coordination

A note on multiple institutions (CFP + UTAO)

198 @ X113 OECD SEMAIIF 39 &4 ZW2IA
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THANK YOU

FOR MORE INFC
SCHERIE
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D2-AM - Session 6 - Scherie NICOL, OECD (1)
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D2-AM - Session 6 - Scherie NICOL, OECD (2)

Independent Fiscal Institutions Review

Pbrtuguese Public Finance Council (CFP)
Conselho das Finangas Publicas .

HIGHLIGHTS

@) OECD

BETTER POLICIES FOR BETTER LIVES
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D2-AM - Session 6 - Scherie NICOL, OECD (3)

_U'I
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= o — e

Portugal was one of several countries severely effected by the 2008 global financlal
crisis. The impacts were far-reaching and Portugal undertook comprehensive reforms
ta manage them and stabilise its economy while having regard to the social impacts
on its people. The Portuguese Public Finance Council (CFP) was created in 2011 as
part of a package af national reforms to strengthen long-term fiscal sustainability
and budget mapagement. As such, it was created for the benefit of Portugal and the
Portuguese people

The Council was given a relatively broad mandate with responsibility for delivering
eight core tasks, including assessing the Portuguese Government's compliance with
fiscal rules. Its mandate was further extended in 2013 to give the Council an official
rale in endorsing the gavernment’s macroeconomic forecasts.

The OFCD review, commissioned at the Council's initiative, comes towards the end
of the term of its first leader. This provices an opportune moment to reflect on
the impact of the Councll, and Idertify aspects that could be impraved to ensure
its long-run viability. The review was undertaken by the OECD with the support of
an international peer from the US Congressional Budget Office (CBO) as well as a
Partuguese academic peer.

QECD IFI reviews provide a detalled assessment of haw an institution is performing
against OECD Principles for IFls and assess the context, inputs, autputs and the
impact of its work. The methodology is anchaored in an evaluation framework
develaped within the OECD Network of Parliamentary Budget Officials and
Independent Fiscal Institutions. It leverages conventianal evaluation tools such as
stakeholder interviews, benchmarking and peer review, Each review offers a set of
interconnected and mutually supporting recommendations alming to strengthen the |
IFI's potential to undertake fiscal oversight in a sustainable and impactful way.

NNt AT AN e

Context for establishment: Governing body:

Matignal budget management reforms senjor Board with 5 toundll members
Enabling legislation: Number of permanent staff:

Sth emendment to Budget Framework Law 19

91/2001 (Law 22/2011, 20 May 2011)

CFP's statutes: Budget:
Law 54/2011, 18 Oct 2011 EURZ 7 millian
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D2-AM - Session 6 - Scherie NICOL, OECD (4)

QELL IFIREVIEW: PORTUGUESE PUBLIC FINANCE COUNCIL [CFP)- HIGHLIGHTS

OVERVIEW OF REVIEW FINDINGS

In a relatively short period of time, the CFP has become a well-regarded Independent Institution providing
high-quality analysls of public finances in Portugal. The institution will shortly be fully delivering on its J
mandate, and already receives impressive medla coverage for its work. CFP reports are often discussed in |
Parliament and referred to during national fiscal debates. The Institution has also played an important role
In improving fiscal transparency and providing new information to facilitate fiscal oversight and a greater
understanding of issues affecting Portugal's long-term fiscal sustainability.

The early success of the CFP is in no small part due to the excellent stewardship by its first President, the rest
of the Senior Board, and the head of staff. This leadership team has instilled in the institution a high degree
of independence, reinforced through fts institutional arrangements. In particular, the President of the Court
of Audit and the Governor of the Bank of Portugal play an important role in relation to the appointment of
the Council's leadership and auditor, as well as its budget.

KEY CHALLENGES

While it is off to an excellent start, the CFP faces several challenges. The most prominent among
them are as follows:

1 The CFP has difficulties In accessing same Information, particularly data relating to social security. This
affects the Council's ability to deliver medium and long-term projections,

2 The establishment of the Council around the Traika period means Lhal |t can be mistakenly associated
as enforcing austerity imposed from the outside. The value of the Councilis thus not always recognised
by those who oppose fiscal austerity

3. The leadership appointment process is not fully protected from political interfarence. Arrangements
tould be strengthened to ensyre the CFP continues to be served by well-respected and non-partisan
leadership in an Increasingly fragmented political environment

KEY RECOMMENDATIONS

1 Relevant governmen! departments and agencies should meet with the CFP to resolve access to
Information challenges, particularly in the area of social security. Regular reporting by the CFP on |
access to Information requests, and whether or not they have been fulfilled, would also better
highlight its cantinued challenges Lo external stakeholders, In addition, timely access to (nformation
would be fostered by additional staff capacity in some areas of government.

2 Toachieve broader public and political buy-in, the CFP should improve the way It communicates so that |
the value of the institution, and Its outputs, are more widely understeod, In particular, the CFP should |
focus on communicating (13 role as a national institution, serving the citizens of Partugal.

3. To broaden the callective respansibility for the leadership appointment decision, and increase |
transparency araund the process, the President of the Court of Audlt and the Gevernor of the Bank
of Partugal could submit the list of proposed candidates to the Budget and Finance Cornmittee at ;
Parliament for its opinion before the final decision is taken by the Councll of Ministers.

I micre detailed dessription of the revicw hnmings i avadable-in the full e part. available At
www oecd.arddigeve naneerbudgeting.
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D2-AM - Session 6 - Scherie NICOL, OECD, OECD Review of the Portuguese Public Finance

Council

Independent Fiscal Institutions Review

OECD Review of the Portuguese
Public Finance Council (CFP)

Conselho das Financas Publicas

OECD Review of the Portuguese
Public Finance Council (CFP)
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end of her tenure. However, this is subject 10 the Council of Mindsters continsing to appoist
‘mom-partisan and well-qualified sucoesion.
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D2-AM - Session 7-A - Anthony CLOSE, Australia (2% .o} 7])

ety B (Hes

Establishing the Par]iamentar}f Budget Office

' ' [
Py e

.. Legislation
Operational products Objectives
» Policy costings . Drgping, authoritative, independent and
credible advice

* Financial, economic and fiscal advice
* Timely and relevant services that are
readily understandable

* Election policy costings * Inform policy development and public
* Pre-election reports debate
® Post-glection reports

(for an election-costing periad) Stakeholders

* Members of Parliament
* the Victorian community
= public sector bodies
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Parkan

.. Timing risk
May 2018 Naov 2018
Costin 55 b 5t5 riment of
I <
Finance Budget
Election policy identification fan 2018 updat

Costing responses to identified election policies
Past-¢lection reports

Operational Plan Annual Report R
during election
’ ’ ’ costing period
]{.II'I ﬂct F’Eb
!" ~ Timing risk
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Policy request
submission

l Py Lt (ites Peuple 2018 general
election
Organisation structure 5 &
* Advisory services (4 FTE) -
* Palicy analysis (9 FTE) I I .
* Office of the PBO (3 FTE) 15 y - s B
Em | ‘ |
Election period support i ‘
* Secondments - Department of 5 m !: | ‘
Treasury and Finance portfolio - “ l |
analysis experience g M ERNNRN iREBR
+ Consultants - Global public o \;"’ PRSI D PP
infrastructure experience EFFVEL SIS T ES RIS
8 Permanent W Secondment @ Consultants - Service delivery
l.
b PrOCESS

Initial || Develop costing ]

assessment madel Policy costing
lete and

Parllamentary leaders Information IL:u“'l‘l:'idﬂlil:ll

oand members of request requester

Parfamont ' [ Develop policy
Public seclor i ’
Policy costing body Hoads [ mm][ PBO dearam:e]
Request commences
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l" Workflow and document management system

Parbementary B (fes

Policy Costing Documents - Bank levy
! I

| s 'i ¢ i
i
i
—
—— Wil g =
NP
T B Do B o
#=in
—
(S g iy hegearh Y 5T
e A— ——— ey Tet A
r [ i
- o oy o g 1
- o — [ I - (e
St [ e .
I ey P e T

Farkemarray aeno (Hee

Website publishing

Accessible
* ‘device independent’ availability Busge muoct

Understandable
* ‘plain language’ approach

Accountability

* Publicly released policy costings
published by PBO analyst

T - it

oo g
o D
e e e

o] s B B i i
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Partamentary e (s

Pre-election outputs

2018 Election commitment tracker
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et e O e e
Melboufi¥schools 5 i
mntece q_. f) u.ur .d (o
¥ highesciac '. s niny
[rasisge #5 -l-rf'im:ll i
. m hﬂu&mq d o Sq 0‘0 "
e Uml
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“- h-|.1'-:|-1 "]

Public funding announced
8z B

Mﬂm:mﬂuwm by wecton
WA viows WP Vit Y

il]Jthhal

Parkamerary B (Hes

134

Pre-election
costing requests

Fismideer

May

Pre-election outputs

126

Pre-election
costing responses

61

Publicly released

Pre-slettion costings by month, treatment and progressive stalfing

Juine July August

W Recoved  @RTrrpered W PGASCh rofened 0 Tiopoed due B M e s Wihadiem by iegueter

95

Re-costed for Pre-election
PEBU reports
September Octoher November

=== No of salf recroted
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Parkarmerrary Disinet (ifice
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Election policy
costings

2007

Re-costed for
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Successes and Challenges

1 e (ien

The challenge of obtaining
information from the public sector

= Significant early effort in public
sector engagement and Mol

* Resulted in:

- Around 40 per cent within
legislated timeframe

- Around 40 per cent late
- Around 20 per cent unresolved

* Quality of responses was poor

i
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Successes and Challenges

What worked well Other challenges
* The value propositionof aPBOto  * Legislation gaps and practicalities

the political process * Converting political party public
* PBO team and culture statements into election policies

* Document management and
workflow system to manage
volume

* Dealing with uncertainty through
defensibility

* Targeted use of consultants and
secondments

ol

1
Fabameera fiem (o

Questions

228 & X113 OECD SEMEIIF 39 &4 ZU2BIA nasg@®



D2-AM - Session 7-A - Yves GIROUX, Canada

OFFICE OF THE PARLIAMENTARY BUDGET OFFICER
BUREAU DU DIRECTEUR PARLEMENTAIRE DU BUDGET

New Experiences in Costing Election
Platforms

Lisbon, February 2019

Presentation to
The OECD Network of PBOs and IFis

Canada’s PBO - Background & Context

Origin 2006 — Federal Accountability Act
2008 - First PBO

Purpose Increase transparency and add
credibility to the government's
fiscal forecasting and budgeting

Goal A better informed Parliament
= greater accountability
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2017 — a New Role for The PBO

Parliament of Canada Act 2017

The PBO is established as an independent Agent of
Parliament

Parliament gives the PBO two distinct mandates:

= Providing economic and financial analysis to
the Senate and the House of Commons when
Parliament is not dissolved

= Preparing estimates of the cost of election
campaign proposals in the period before a
general election (new)

New Mandate

« First time political parties can ask an Agent of
Parliament to cost electoral commitments

» Next general election scheduled for October
21, 2019

» Requests can be considered 120 days before
the election
* The law provides the general framework only

» There is flexibility with respect to operational
details
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The Canadian Context — Election Costing

Who can make a request?
House of Commons - Two Groups
» Recognized parties (Liberals, Conservatives, NDP)

* Independents (includes members of smaller,
unrecognized parties)

The Canadian Context — Election Costing

What can be requested?

Estimate of the financial cost of a platform
proposal

« A policy that a political party is considering
making in the lead up to the general election

« Generally speaking, that policy will be either a
revenue measure or an expenditure measure

« Not within the mandate to attest to the
feasibility of the entire platform
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The Canadian Context — Election Costing

What can be requested?

PBO will cost platform proposals that:
+ are legally and practically feasible
» within federal jurisdiction

* (i.e. not under provincial responsibility)
« specific and sufficiently detailed

* intended for the requester’s platform only

The Canadian Context — Election Costing

With 3 parties and several independents, how
will requests be managed?

Equitably — Time and resource budget allocations
(equal per party)

To be fair across parties a standardized resource

formula will be used to determine the level of
"effort”

Based on three factors:

1. Novelty
2. Technique
3. Data
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The Canadian Context — Election Costing

How will requests be managed?

+ Confidentially - All requests remain confidential
until the policy proposal is publicly announced

* Publication — Once announcement is made by a
party, our cost estimate will be published on our
website

The Canadian Context — Election Costing

* Novelty — A first for Canada

« Capacity — Finite Resources
* No limits on the number or complexity of
requests
* During the (short) Canadian summer

» Data Access — Departmental assistance
provided "at the discretion” of the Minister
and Deputy

» Objectivity — Analysis must remain non-
partisan and credible

nase HI113 OECD SEMAI|F 39 4 ZUZ DA & 233



The Canadian Context — Election Costing

International Experience

Insights gained from Australia and the
Netherlands

» Build analytical and modelling capacity
« Establish linkages with the Executive Branch
« Seek additional election-related funding

 Rehearse ahead of time

The Canadian Context — Election Costing

Capacity — Strategic Resource Investment
Increase in Human and Financial Resources

* Number of employees increased from 15 to 41

« Budgetary increase from C$2.6M to C$7M

« Strong focus on building modelling capacity for
key policy areas (defense, taxation, health and
student programs)
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The Canadian Context — Election Costing

Data Access - Linkages with Departments

Formal agreements with departments

I * Government
of Canada

* Protocols ensure confidentiality is respected

= A Minister may agree that the department will help,
but PBO can’t disclose any information to the
Minister

The Canadian Context — Election Costing

Objectivity — Transparency

“Estimating the financial cost of election
campaign proposals: a framework”

« Publication released in November 2018

« Costing Workshops for Parties to be launched
this month

« Ongoing, structured communication with
parties, MPs, media

» Positive reactions so far (not unanimous)
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OFFICE OF THE PARLIAMENTARY BUDGET OFFICER
BUREAU DU DIRECTEUR PARLEMENTAIRE DU BUDGET

pbo-dpb@parl.gc.ca
Twitter: @PBO _DPB
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D2-AM - Session 7-B - George KOPITS, Wilson Centre

"f Woodrow Wilson
Covasieg san ::nternﬂinnﬂ
' Fanamcon Fubdicos whlar

Firagand for Scholars

Frsich Prmemar e s

Evolution of the EU Fiscal Framework:
Past and Future

George Kopits

11th Annual Meeting of the OECD Network of PBOs and IFis
Lisbon, February 4-5, 2019

Outline

L]

Evaluation of the EU framework

International experience

Options for reform

Concluding remarks
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Evaluation of the EU framework

Components, attributes of the framework

= Stability and Growth Pact (SGP)
— Fiscal policy rules
— Procedural rules (SP, CP, etc.)

* EU institutions (Council, Commission, Eurostat, EFB)
* National independent fiscal institutions

* EU budget

Evaluation of the EU framework
SGP: K-S criteria of good practice

Criterion Original version Present version
Buti and Gludics (2002)

Definition e i
Transparancy e ++
Simplicity "

Flexibility e e
Adeguacy Rl ++
Enforceability + *

Consistency =+ +
Efficiency * *

Hey: #++ very good; ++ good; + fair.
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Evaluation of the EU framework

Major weaknesses of the SGP
* Most complex macro-fiscal rules worldwide
* Deterioration in transparency

* Ineffective enforcement
— noncompliance is never sanctioned
— Commission openly political
— continued erosion of credibility

Evaluation of the EU framework

Characteristics of national IFls
* Most IFls broadly meet OECD Principles

* Wide range in mandate, size, structure, impact

Characteristics of the EU budget

« Extremely small and allocated for very specific tasks

* Limited scope for satisfying subsidiarity principle
(especially macro stabilization)
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International experience

Fiscal policy rules under alternative systems
Unitary system

* (Centralized regime: single set of rules (e.g. France, Peru)

Federal system

* (Coordinated, top-down approach (e.g. Brazil, Germany)
= uniform fiscal rules for all subnational governments
= central government guarantees, bailouts

*  Autonomous, bottom-up approach (e.g. Canada, Switzerland, US)
+ fiscal rules chosen by subnational governments
* no-bailout principle

* Mixed approach (European Union)
* uniform fiscal rules
* no-bailout clause

International experience

Fiscal policy rules in selected countries

Basic Rules Siaiule Auntharity Sanction
“New Zealand  opemting balance (MT) Taw reputational
EU (SGPact) struchural balance: debt limit treaty, peer review financial

consiitubon

Sweden struciural snrplus: primary exp. lmit Inw fiscal council  judicial
Bulgaria, ovemll balance. primary exp. limit guideline repulnational
Estounin
Poland debt limit constitution Judicial
Chide struciural surplus: stabilizetion fiind low expert group  judicial
Peru overmll balance: stab. find; exp. Hmit  law central bank Judicial
Brazil cument balance; debt limit; wage limil  law ;nd.i:i:'l
India current balanee: deficit limit low Judicial
Switzeriand structural balance constitntion Judicial
Hungary 1.0 debt limit; primary expenditare limit lnw fiscal council repuintional
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International experience

Independent fiscal institutions in selected countries

Structure Hemit [ Functions
Head Staffl  Complisnce Macro-fiscal Sustainability Costing  Advisory
United States (CHRO) incdividual X X X X
Netherlands (CPR) individunl X rules X X X
Belginm (HOUF) collective other targets X X X
Korea (NARO) individual x X X
Sweden (FPC) collective other rules X X X
Canada (PBO) individual X targets X X
Hungary (former FC) collective X rules b X X
United Kingdom (DDBR) collective X target X X X

International experience

senhanced policy credibility, low risk premium
*lower vulnerability to crises

simproved fiscal sustainability

e|atitude for expansionary countercylical stance

*above-average economic growth and stability

Economic performance in complying countries
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Luxembourg (€) 1998
Netherlands (€) 1998

Spain (€) 1998
Norway 2001
Switzerland 2002

International experience

Performance in complying advanced economies

Effective

Date
New Zealand 1994
Sweden 1998
Austria (€) 1998
Belgium (€) 1998
Finland (€) 1998

[ Through 2010

Ireland (€) 1998

(1) "Nokia" effect after 2010.

Growth 1/
Own Comparator

2.7 2.1
2.5 1.4
1.6 14
1.6 1.4
1.8 14
2.6 1.6
4.3 1.4
3.9 1.4
1.6 1.4
2 1.4
1.6 11

1.7 1

Volatility 2/
Own Comparator
0.5 0.7
1 1.3
11 1.3
0.9 1.3
1.8 (1) 13
1.3 1.3
0.9 1.3
0.8 1.3
1.2 1.3
13 1.3
0.8 1.7
0.9 1.9

[ Through 2010

International experience

Performance in complying emerging-market economies

Effective

Date
Bulgaria 1998
Estonia 1998

[ Through 2007

Poland 1998
Chile 2000
Peru 2000
Brazil 2001

Growth 1/
Own Comparator
35 3.8
3.8 3.8
6.9 43
3.8 3.8
3.8 34
51 34
2.4 (3) 3.4
3.6 33

Volatility 2/
Own Comparator
0.8 0.6
16 (2) 0.6
0.4 0.5
04 0.6
0.5 0.9
0.5 0.9
1.3(3) 0.9
0.7 0.8

{2) Euro accession in 2011. (3) Effect of Rouseff presidency.

242 & H113| OECD SEMEIIF 59 &4 ZU2BIA

nase



International experience

Major lessons for success
= Well-designed rules: simple, transparent, flexible

* Oversight by nonpartisan, technically competent IFI
that anticipates need for adjustment

* Local ownership, political will to implement rules, to listen to IFI
IFls “cannot instill political courage to make unpopular decisions” A. Rivlin

* Need for no-bailout clause, letting market exert pressure
“I used to think that, if there was reincarnation, | wanted to come back as
the president or the pope... But now | want to come back as the bond
market. You can intimidate everybody.” J. Carville

Options for reform
1. Consolidation of SB/MTO and debt reduction
[roots: Sweden, Brazil]
* Convergence to debt reference value
dy<d, > si=(FY)dea +ad
* Retain expenditure benchmark
* Commission: technical surveillance role only
» Council: political role, policy recommendations

* Junior sovereign bonds to finance unjustified excess deficits
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Options for reform

2. Operational real debt rule
[roots: Hungary, US]

* Convergence to (nominal) debt reference value

inyear t: St43 = F{HD{H + 4Dy
in year t+1: B,z = 8.3 —M{ﬂ

* Commission: technical surveillance role only

» Council: political role, policy recommendations

= Junior sovereign bonds to finance unjustified excess deficits

Options for reform

3. Market-based autonomous approach

[roots: Canadian, Swiss, US subnational gov’ts]
* Member states choose their own national fiscal rules
* Need to deal with national legacy government debt
= |Fls: oversight of compliance with national rules
* Commission: overall surveillance and guidance

* Council: effective enforcement of no-bailout principle
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Options for reform

Steps toward a closer union
[in line with the subsidiarity principle]

+ Strengthening of central functions (defense,
environmental protection, infrastructure)
financed with an earmarked percentage of VAT

* Assumption of central stabilization role, financed with
issuance of special-purpose bonds during recessions,

and withdrawn during expansions

Alternatives: “Hanging together or falling apart”

References
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D2-AM - Session 7-B - Mateusz SZCZUREK - EFB

European Fiscal Board

Future evolution of the EU's fiscal
framework

Mateusz Szczurek, member of the Board

Recent initiatives to improve the SGP

SIMPLIFICATIONS ';'E:;;;: MORE ECONOMIC JUDGEMENT
CLARIFICATIONS MARGIN OF DISCRECTION
DIRECTIONS

+ Plausibility tool for output gap
estimates

» More prominence to expenditure
benchmark in preventive arm of SGP

+ Country-specific changes to
commaonly agreed methodology for
output gap estimates

* Use of expenditure benchmark in
carrective arm of SGP

» Attempt to clarify reading of the two
indicators in assessing compliance
with SGP

« Introduction of 'margin of discretion'
an top of existing flexibility

In sum, recent innovations have increased complexity;
they have been added to, not simplified, existing provisions
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Background: Ch. 2 — Overall assessment for borderline cases

- Discrepancies between 10 of GDP
indicators interpreted
in favour of the 0.5
structural balance o
« Assessment highly 0.0 .
judgemental often
lacking of convincing
explanation 05 | .-
(forbearance?)
+ Replicability by 8
independent assessor
remains a challenge A5
PT PL sl BE* m*
Role of differant potential = Windfalls(+ ¥Shortfall(-)
= Role of deflator » Effect of interest exp.
u Effect of invest. smoothing » Residual
© Structural balance » Expendilure benchmark
L

Review of flexibility in 2015-2017

« January 2015: COM Communication on ‘Making the best
use of the flexibility within the existing rules of the SGP’

« Early 2016: Commonly agreed position reached with the Council
Our main findings:

* Flexibility for cyclical conditions: marginal modulation of
fiscal efforts compared to benchmark of 0.5% adjustment per year

« Element of asymmetry: more modulation for bad economic times
coupled with tendency to underestimate good times when they occur

* Not much of an incentive to invest or reform: the two
countries that applied for the investment clause did not actually
increase investment; only few countries used the reform clause, and
assessment of implementation was not always conclusive

« No visible impact on compliance: Member States failed to meet
even much reduced adjustment requirements

* Unusual event clause: applied quite frequently, with considerable
degree of discretion
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Background: Ch. 5 — Adjustment requirements (2015-2017)

Flexibility did not necessarily improve the balance between
stabilisation and sustainability
¢ L _norm! firey goodires
For countries 4.0
in bad times: s
averted pro- 30
clical BE )
gntracﬁgn A Fjur countrlles
but implied 20 , in normal or
major ¢ * good times:
departure o 30 flexibility
from i entailed a
sustainability A pro-cyclical
needs fiscal
* expansion
10
: ma ‘:a réaguIrement
raguiramant WEh Causes
20
300 -200 1.00 0.00 1.00 200
Citput gap (average 201517

« Some Member -
States failed to et
observe the more - | .
comfortable > |
adjustment path ' o N

L]

- Italy stands out: .
although flexibility _—
and other clauses )0
lowered the total .
requirement from
145':'!'!: tﬂ ﬂ.l% ﬂf i @

GDP, the structural o ®
balance deteriorated

OSSN EEIP M U s W T WG A @ .
2015-2017 Bexiity for cyciod condiiods:  Unusuel eyertclases

= reformany esment clauses = benchmak equirement

& actual requirament & oheerved adjustiment
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Background: Ch. 5 — Repeated failures to meet targets

- Does the design of the flexibility framework offer
adequate incentive and ownership to comply with EU
fiscal rules?

+ Italy is an example where the targeted structural
budget balance (in level) has never been observed,
while continuing to benefit from flexibility

ITALY

Structural budget balance 2015 2016 2017 2018
required no clauses -0.9 -0.5 -0.8 -1.1

required with clauses -0.9 -1.3 -1.2 -1.4

outturn W-10 ¥-17 ¥-17 ?

* However, the recurring failure to comply with fiscal targets did not lead to
a formal breach of EU fiscal rules.

= This can be mostly explained by the peossibility to cumulate the margin of
broad compliance that comes on top of the different flexibility provisions

9
Background: Ch. 5 — Assessment of structural reforms

+ Commission a2
ESASSMGNEOF O Tesddeman 1 S T
whether pubhc admnistration ;_1-‘. v __I_":'
reforms have product and service mackets ;_:'_: e 2517
been fully R sEour market tee Fogans 3+
implemented Fdifosimeyss unEAm b
was sometimes oy fAwnR R I
not conclusive i B o s T

* Most of the e e TS B RN v e
times, the 01% in 2015 i S
assessment Latva SANAE T e
pointed to —
limited or some "™ 0207 G addtensl penson mims oma progem G20
progress in the S Censon rekm
implementation 777 gz e an el s o e e 2o
of reforms. Is it BT
enough?

10
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Proposal for a new fiscal framework

CURRENT SGP

TWO FISCAL ANCHORS:

=+ Maintain balanced budget over the cycle, with
deficit celling at 3%

=+ Reduce debt to 60%

FOUR FISCAL REQUIREMENTS:
< Structural budget balance

% MNominal budget balance

= Net expenditure growth

< Short-term debt dynamics

NY FLEXIBILITY PROVISIONS:
Fiscal adjustment modulated over the cyce
Flexibility clauses: imvestment, structural reforms

Several escape clauses covering different
contingencies: aconomic downturm, unusual events

MA
>
=
.
SURVEILLANCE:

=+ Annual surveillance cyche

GOVERMANMNCE:
< Commission and Councll

MEW FISCAL RULES

| ONE FISCAL ANCHOR:
| = Reduce debt to 60%

| ONE FISCAL REQUIREMENT:
| & Net expanditure growth

| ONE ESCAPE CLAUSE :

| = Covering different contingencies
(economic downturn, unusual events)

E LESS INVASIVE SURVEILLANCE:
| =  3J-year surveillance cycle

. UPGRADED GOVERNANCE:
| = Commission and Council

| = Independent bodies to produce economic
assesament including for escape clause

Proposal for a new fiscal framework (fits on one page!)

OBJECTIVE

I'T

b

Debt below 60% of GDP

| FISCAL REQUIREMENT

<t
>

(Net) primary expenditure
growth capped at level
ensuring decline of debt ratio

MONITORING COMPLIANCE

Expenditure growth

Sanctions

——

exceaeds cap by more than | - 1
1% of GDP? I— |

\ 7 —;\_{,

[ YES .
Compensate 1] Exceptional .
deviation over S circumstances? —_—
time | Involvement of
o indepandent b g
body
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Background: Ch, 6 — Simulations of proposed rule vs existing debt rule

Medium term: proposed rule achieves same debt reduction as current debt rule
Short term: proposed rule allows for greater economic stabilisation

mEw Structural primary badance - Expenditure role (dght anis] sl Structural primary balance - 5GP debt rule(right axis)

s D FACHD - Expenditure rubs (2T axis) e Dyt FATRD - 5GP debt rule (ot axis)

= == Mgt expendilure growth - Expentiture male [right anks) = == Mgl sapendiluie growth - 5GP debt rule [mghl aoi)
L3 & dap

SPAIN ITALY

& 8§ : R

i

S R EddfddRARE 8 REERERER R
Npte: The sdjustiment peth under the saperdiune rus [ compuisd sasuming that the sconomy i groweng 51 it potential rale and that inflios i at 7%
The adpistment path urder the defrt rule | computed baved on actual projections for GOP snd inflation imglicit interest rates are computed aatuming that
BB Mosmingl mie ComaTEe T 5% over ten yean, and iviereil espenditures increass in line with the sxpeceed roll-rver wchedule of debt

Tt expenditure growlh” oefed 15 the growth rate of prmary exgenditured §l curtent prices, net af decrelicnidy reverue meaieted snd cytlical

Can analysis be more clearly demarcated from political decision-making?

Functions in country Description Institution in charge in the

surveillance post-crisis EU

(1) Advisory function Provide analysis/advice to Commission: central rale
national governments

(2) Rating agency function Supply information to the Commission: increasing role

public (and financial markets)
about country performance
and prospective compliance

with rules

(3) Creditor/lender function Provide the basis for ESM claiming more of a role
decisions on conditional as the representative of
lending to countries future creditors

Demarcation between analysis and decision-making is important for (2)
- and for the survival of a rules-based system

Political evaluations are an unavoidable part of recommendations in
challenging cases — but only after an independent analysis is provided by a
non-political Commission staff (DG ECFIN) or by an outside agency and a
"comply-or-explain” process when required
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Thank you for your attention

https://ec.europa.eu/european-fiscal-board
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D2-PM - Session 8 - Richard HUGHES, UK

@.

HM Treasury

Building good relations between IFls
and finance ministries:

Lessons from UK experience

Richard Hughes
Director of Fiscal Policy

OECD Network of PBOs and IFls
Lisbon, Portugal
5 February 2019

Contents

1. Mandate of the OBR vs. other IFls

2. How HMT benefits from the OBR

3. Keys to a successful partnership

4. Challenges to be managed

| 258 HM Treasury OFFICIAL SENSITIVE z
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forecast

1. Mandate of the OBR vs. other IFls:
OBR has a broad, but technical mandate

Macro-fiscal Paolicy costing LT fiscal analysis Compliance wi Policy advice
fiacal rules

|@’!‘ HM Treasury 3
2. How HMT benefits from the OBR:
a. A more accurate forecast
Average year-ahead forecast error for government borrowing: 2000-2015
a7
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2. How HMT benefits from the OBR:
b. An apolitical forecast

Changes to UK Fiscal Outlook: Spring-Autumn 2016

Chaorl 1.4: Sources of changes to public seclor net borrawing since March
— Elec) of Goreerman=mnt decisons

B feree il et

F]

N Hon-Biend forecos! changes
Chrasadiupingn ¢ ooy

e T 15

£ billian

| 258 HM Treasury

2. How HMT benefits from the OBR:
c. A more orderly budget process

Issue Before OBR After OBR

Announced within a few Announced at least 10
Budget date weeks of Budget Day weeks before Budget Dat

New policies developed All major measures must

Policy :
the day before Budget be notified a week before

development Day budget day
Policy Selective NAC scrutiny of  Systematic validation of
costings policy costings policy costings
Document Budget documents signed Budget document printed

S off the morning of Budget 48 hours before Budget
pe Day Day

| 2% HM Treasury 6

nase M11=l OECD S8 M|+ 3o B4 2

U= & 255



2. How HMT benefits from the OBR:
d. Smarter fiscal rules

Borrowing (% af GDP)

s Years Balance Rule Debt Rule
. - -
,.\ R~ Structural current b e b
N ;- 201044 bolance>0by %508
EE¥EEcHEBIgEEEERE-DOZIOS
U IHE
— U = Pt 018 -
Debt (% of GOP)
L]
K LT -
% - Overall balance  Debt falling in
§ 2015-16 by 2019-20 every year
m
i
10 A Structural deficit Deht falling in
né!naaéﬁasségaaifii.ﬂi:gzﬁzEii SHI0] < 2% by 2020-21 2020-21
EREERERRARRERARARAARARARAARS
— PN o Teeia PR @ MiPD-21 Debn Tarps
|@‘ HM Treasury 4

2. How HMT benefits from the OBR:
e. Greater focus on long-term sustainability

Population Age Structunas in 1967, 2017 and 2067

(2022-23 - 2067-68)

18

Changa in non-nleres spanding (% of GDP)

Long-tm care it
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256 & M113 OECD SEMIIIF 39 &4 ZWBIA

nage



2. How HMT benefits from the OBR:
f. Greater awareness of fiscal risks...

Chart 1.D: Volatility in government debt vs. GDP growth (2000-16)

45%

AD% 4

Standard deviation of geneval government debt as
4% ol GDP
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&
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2. How HMT benefits from the OBR:
...and accountability for their management

TABLE OF CONTENTS

o 0. Executive Summary

1. Managing Fiscal Risks

2. Macroeconomy
m.mm Sad 3. Financial Sector
Fiscad risky report

4. Revenue

5. Spending

6. Balance Sheet

A. Fiscal Risk Register

| 6% HM Treasury 10
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a. Clear statutory basis

3. Keys to a successful partnership:

L]
+iid Tammry

Charter for Budget
Responsibility:

autumn 2018 upidate

Ry 311

Contents of Charter
Govt's fiscal nules
Contenl of budge! documentation
OBR's remit
Timing & horizon of forecasts
Content of OBR forecasts
Access to information
No policy commentary

Supplementary reports

| @‘ HM Treasury

"

b. Written protocols

3. Keys to a successful partnership:

Mamorandum of underztanding
between the Office for Budget
Respontibility, HM Treasury, the
Departmani for Work & Penzions ond
HM Revenus & Customs

Contents of MoU
Roles of OBR, HMT & other Depls

e 2. Governance of forecast process
:;—— 3. Sharing of information & models
g'_;:_::__%:._'?:h 4 Budgel forecast timetable
-q;:__- ::‘ ddddd — 5 Pra-release access lo repors
?T:L'-:?.‘E": = 8 Dispute resolution
| 6% HM Treasury 12
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3. Keys to a successful partnership:
c. Mutual respect

HMT Obligations OBR Obligations
« Share information early + Make key judgement early
+ Set clear timetables + Deliver forecasts on time
« Explain details of policy - Explain forecast changes
+ Provide budgetary certainty « Share analytical capacity
« Defend OBR independence + Reject partisan mandates
« Accept OBR forecast + Not comment on Govt policy
| @‘ HM Treasury 12

3. Keys to a successful partnership:
d. Dual accountability

«  Budget Responsibility Act and Charter for Budget Responsibility are
approved by Parliament

+  Members of OBR's Budget Responsibility Council (BRC) are nominated
by Chancellor but confirmed by Parliament’s Treasury Select
Committee (TSC)

+  (OBR reports are submitted to both Government and Parliament

- After each fiscal event, BRC members testify before TSC before
Chancellor's appearance

«  Parliament can request additional information from OBR, consistent
with Act and Charter

| 2% HM Treasury 14
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3. Keys to a successful partnership:
e. Sanctions for non-compliance

OBR logs all substantive contact with Government
«  EFO Preface summarises HMT-OBR pre-Budget interactions
«  TSC routinely asks if any HMT-interference in forecast
«  Disputes between HMT and OBR referred to OBR non-executives
«  Non-executives can refer any irregularities with TSC

OBR has unfettered access to financially literate media

| 2R HM Treasury 15

4. Challenges to manage:

a. Hollowing out of HMT expertise

b. Planning for multiple scenarios

c. Limited iteration between policy and forecast

d. Attenuated contact between forecasters and policymakers
e. Change of government

f. Growing suspicion of experts

| 2% HM Treasury 16
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D2-PM - Session 9 - Bob SUNSHINE, US

CBO’s Use of Outside Experts

11th Annual Meeting of the OECD Network of Parliamentary
Budget Officials and Independent Fiscal Institutions

Robert Sunshine
Senior Advisar

In conducting analyses and in preparing cost estimates and
studies, CBO consults with numerous outside experts—
mostly informally.

Those experts include professors, analysts at think tanks,
representatives of industry groups, other private-sector
experts, and people working for federal agencies and for
state and local governments.

They are selected to represent a variety of areas of
expertise and perspectives.

Most of the agency's analytic reports are reviewed by
outside experts who specialize in the issue at hand.
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Many hundreds of outside experts are consulted informally
each year as CBO prepares cost estimates for legislation
and multiyear budget projections.

In 2018, CBO convened five formal meetings with its official
panels of experts.

Also in 2018, CBO received written feedback during the
preparation of 22 reports or working papers, with an average
of three reviewers per document.

When obtaining written feedback, CBO acknowledges that
assistance in a section called “About This Document” at the
end of a report or on the cover page of a working paper.

CBO currently has three official panels of experts:
* Panel of Economic Advisers
* Panel of Health Advisers

» Technical Review Panel for CBO's Health Insurance Simulation
Model (HISIM)
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In selecting the members of its panels, CBO:
* Looks for widely recognized experts on the topic of the panel

* Asks for suggestions from Congressional staff and from people
whose work CBO uses in its analyses

* Seeks a variety of backgrounds, areas of expertise, and
experience

Members serve two- or three-year terms and can be
reappointed.

Outside experts help establish the credibility of CBO and its
work.

The relationship between CBO and its outside advisers is
mutually beneficial: CBO benefits from the advisers’
participation and expert advice, and the advisers benefit
from interacting with each other and with CBQ's staff.

Having established relationships with experts helps ensure
high-quality and timely responses.

nase
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CBO’s Panel of Economic Advisers

The panel generally meets twice a year, while CBO is
preparing its economic forecasts.

Advisers are sent a preliminary version of each forecast and
have an opportunity to comment on it at (and after) the
meeting.

CBO usually makes changes to the preliminary forecast to
reflect input from members of the panel.

Staff members of key Congressional committees are invited
to attend the meetings.
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Panel meetings include presentations by experts on various
economic issues—for example:

The effects of new tariffs on the U.S. economy

The international economic outiook

Quantifying uncertainty in CBO's 10-year economic projections
Understanding low productivity growth

CBO's model for projecting labor force participation

Connections among interest rates, debt, capital flows, and
exchange rates

The panel consists of 22 widely recognized experts who:

Represent a variety of perspeclives

Have varying areas of expertise, including macroeconomics
and forecasting, international economics, public finance, labor
ecanomics, economic growth, and financial markets

Have experience working in academia, the private sector, the
executive branch, the Federal Reserve System, and think
tanks

The panel has included several Nobel Prize winners.

nase
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CBO’s Panel of Health Advisers

The panel usually meets once a year, and CBO solicits
advisers' views between meetings.

CBO learns from the advisers about cutting-edge research
and the latest developments in health care delivery and
financing.

Staff members of key Congressional committees are invited
to attend the meetings.
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Topics discussed at past meetings include:

Veterans' health care
Spending on prescription drugs
Modeling health insurance coverage

Quality measurement and performance assessment in health
care

Hospital and insurer consolidation

The panel consists of about 20 widely recognized experts
with a variety of backgrounds, areas of expertise, and
experience. They include:

Academic economists

Representatives of key health care providers, including
hospitals and physicians' groups

Representatives of large employers that offer insurance to their
workers

Actuaries and others from the health insurance industry
Physicians, pharmaceutical experts, and medical experts
State government officials

Legal and public health experts

nase
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The Technical Review Panel for CBO’s
Health Insurance Simulation Model

The panel was established to provide feedback as CBO
develops the next generation of HISIM.

At two virtual meetings with the panel, members of CBO's
staff gave presentations on several topics, including:

* The role of HISIM at CBO

* Data underlying the new model

* Modeling decisions by consumers
* Modeling decisions by firms

Feedback from panel members was incorporated into the
new model.
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An in-person meeting will take place in 2019 to inform future
improvements to the model. (Such improvements are made
annually.)

The panel will continue to assist CBO during the next two
years; after that, such assistance will be provided by CBO's
regular Panel of Health Advisers.

The panel includes 10 experts with experience in developing
theoretical models of economic behavior that affects health
insurance coverage. Most of the experts work in universities,
but one is at a think tank and another is an actuary.

The advisers were selected to provide a variety of technical
perspectives, as well as diverse views about how
consumers behave, how they evaluate health insurance,
how smoothly insurance markets work, how government
regulations affect those markets, and other topics.

nase

MN112 OECD S8MEJI7 22 4 2

=DM & 269



Precautions That CBO Takes in
Selecting Panel Members

Panelists and people being considered for the panels must

disclose any substantial political activity and any significant

financial interests—such as those related to health or health
care for people advising on those issues.

Political activity and financial interests are not necessarily
disqualifying. Instead of disqualifying an adviser, CBO may
choose to disclose such information to CBO staff members
who are in contact with the adviser or exclude the adviser
from discussions of particular issues.

If a panelist has accepted a political appointment or joined a
political campaign, he or she is generally asked to leave the

panel.
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Participation in political activity is considered “substantial” if
it would be reasonably viewed as establishing a significant
connection between CBO and a campaign, a political
candidate, an officeholder, or a cause.

Specific positions taken are irrelevant; rather, the potential
harm to CBO’s reputation for objectivity comes from
association with political activity or public advocacy.

Examples of substantial political activity include employment
with a political campaign, acting as a surrogate for a
campaign, and sustained involvement in forming an
officeholder’s policy positions.

Financial interests are “significant” if they exceed certain
dollar thresholds.

Resources
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BT

"Consultation With Qutside Experts,” Transparency at CBO: Future
Plans and a Review of 2018 (December 2018), pp. 21-23
www.cbo.gov/publication/54885

*Panel of Economic Advisers”
www.cbo.gov/about/processes/panel-economic-advisers

“Panel of Health Advisers”
www.cbo.gov/about/processes/panel-health-advisers

*Technical Review Panel for CBO's Health Insurance Simulation Model”
www.cbo.goviabout/processes/technical-review-panel

“Agendas from Prior Meetings of CBO's Panels of Advisers”
www.cbo.gov/about/processes/meeting-agendas

“CBO's Policy for Its Panels of Advisers Regarding Political Activity and
Financial Interests”
www.cbo.gov/about/objectivity/advisers policy
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