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4. Criminal Justice (Scotland) Bill: The Committee will consider a submission to

the lead committee.
 
 

James Johnston
Clerk to the Finance Committee

Room T3.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5215

Email: james.johnston@scottish.parliament.uk



FI/S4/13/32/A

The papers for this meeting are as follows—
 
Agenda item 2  

Note by the Clerk FI/S4/13/32/1

Agenda item 3  

PRIVATE PAPER FI/S4/13/32/2 (P)

Agenda item 4  

PRIVATE PAPER FI/S4/13/32/3 (P)

 



FI/S4/13/32/1 

1 

 

Finance Committee 
 

32nd Meeting, 2013 (Session 4), Wednesday, 11 December 2013 
 

Inquiry into proposals for an independent fiscal body 
 

Introduction 
 
1. The purpose of this paper is to provide a summary of the written submissions 
received in connection with the Committee’s inquiry into proposals for an 
independent fiscal body. The Cabinet Secretary for Finance, Employment and 
Sustainable Growth has stated that it is his intention to establish such a body prior to 
the implementation of the newly devolved taxes in April 2015. 
 
2. The Committee’s call for evidence sought responses on six questions relating 
to— 
 

 the role and remit of the new body 

 whether the new body should be established on a statutory basis 

 the powers of the new body 

 the accountability of the new body, including how it is appointed 

 the objectives of the new body and 

 the principles of the new body. 
 
3. The written submissions received, including those from the witnesses who will 
provide evidence to the Committee at this meeting, can be accessed online at: 
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/67138.
aspx. 
 
Role and remit of the new body  
 
4. The OECD notes that in the experiences of OECD members countries 
“independent fiscal institutions role in forecasting takes several forms” including— 
 

 Producing the official forecasts 

 Producing alternative forecasts to those of the government 

 Providing an opinion on government forecasts. 
 
5. Annexe 1 of the submission from the OECD includes a breakdown of the roles 
of fiscal bodies in 17 member countries. Members may wish to note that— 
 

 8 of the 17 bodies have a role in assessing government forecasts 

 2 of the 17 bodies have a role in preparing official forecasts (the OBR and 
the Netherlands Bureau for Economic Policy Analysis) 

 Of the 8 fiscal bodies established post-2008, only the OBR has a role in 
preparing official forecasts while 5 have a role in assessing government 
forecasts1. 

 

                                            
1
 The remaining 2 bodies do not have a role in relation to forecasting 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/67138.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/67138.aspx
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6. Professor Hughes Hallett looks at the range of roles that fiscal bodies have, 
identifying the Swedish Fiscal Policy Council at one end of a scale and the OBR at 
another— 
 

“Swedish Fiscal Policy Council has an explicit mandate to comment on, and 
where necessary recommend improvements to current fiscal policies and the 
extent to which they will reach the goals and priorities the Government has set 
for itself.” 
 
… OBR is required to provide independent forecasts of the future fiscal 
revenues and budget position…But it is forbidden from examining or 
commenting on the other targets of economic policy.” 
 

7. On the need for a new body, Audit Scotland states— 
 

“as Scotland currently has limited devolved fiscal powers it will be important to 
ensure that the proposed body has a critical mass of work to enable it to 
attract suitably talented and experienced people. This may influence the 
structure for the new body, for example using part time experts from a wide 
range of backgrounds rather than only a small full time expert cadre in order to 
achieve the range of skills required at a proportionate cost.” 

 
8. The submission from Professor David Bell (and others) cautions that “We need 
to guard against seeing a forecasting body as a panacea for the uncertainties 
surrounding public finances”. 
 
9. Considering a future Scottish body within the context of the existing OBR, 
Professor Bell goes on to say that— 
 

“Given the difficulty in producing accurate economic forecasts, and given an 
OBR which produces forecasts that are accepted as independent forecasts of 
the UK economy, a low cost solution for the Parliament may be simply to 
adjust the OBR forecasts as required for the Scottish Government’s budget 
process.” 

 
10. The Austrian Parliamentary Budget Office also comments on the context of the 
existence of other bodies, saying that— 
 

“The role and remit of a new body highly depend on the local needs and 
especially the tasks of already existing or planned independent institutions 
and overlaps should be avoided.” 

 
11. A number of submissions set out views as to what the role and remit of a 
Scottish IFI could be. For example, Audit Scotland sees the role as being to— 
 

“provide independent, comprehensive, timely, high quality professional 
information and advice to both the Parliament and the Executive to enable 
them to fulfil their functions in setting tax levels and budgets. This will involve 
producing forward looking reports on the sustainability of public finances… 
The IFB should have the ability to produce reports at its own initiative and also 
to respond to requests from parliamentary committees and the Executive.” 
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12. The Canadian Parliamentary Budget Office states that “the body should have 
the authority to prepare independent economic and tax analysis proactively as well 
as in response to specific requests from the Committee or individual members of 
parliament”. 
 
13. The Slovakian Council for Budget Responsibility its role in producing “long-term 
sustainability reports” which “allows the public to see whether and to what extent 
various government policies contribute to the long-term sustainability of public 
finances”. The CBR comments that “The emphasis on long-term sustainability is 
crucial given that Slovakia faces a rather severe ageing problem over the next few 
decades”. 
 
14. Commenting again on its own role and as a recently established body, the 
Slovakian Council for Budget Responsibility also notes that— 
 

“Its role is limited to providing a positive assessment of the state of public 
finances in Slovakia. Giving such an institution a normative role would have 
inevitably drawn it into the sphere of political battles, which could have harmed 
its independence from the outset.” 

 
15. Professor Hughes Hallett sets out a framework in which— 
 

“The Fiscal Policy Council would be created by and report to the Scottish 
Parliament, which would also provide its resources. Its members should be 
experts on public finance and public financial management of high 
professional standing.” 

 
Establishment of the body on a statutory basis 
 
16. Regarding the establishment of a new body on a statutory basis, the OECD 
submission states that “international experience would point to this being highly 
desirable”. Referring to the OECD principles, the submission also comments on the 
inclusion in legislation of— 
 

 Term lengths, number of terms and the criteria and process for dismissal 

 A clear definition of the mandate of the institution 

 A guarantee of access to information and a definition of restrictions on the 
access to information. 

 
17. The view of the Canadian Parliamentary Budget Office is that— 
 

“To provide independent and credible analysis the new body should be 
protected from any political or bureaucratic interference… The statute would 
give the new body protection against interference and the authority to 
discharge its mandate. The statute would also give a permanent status to the 
organisation that would facilitate hiring competent staff and preparing a work 
plan.” 

 
18. From its own perspective as a body established by statute, Audit Scotland 
comments that— 
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“…it is essential in allowing us to be objective and to generate public 
confidence in our reports. We therefore consider that the OECD principle that 
the mandate of an IFB should be defined in higher level legislation is 
applicable to a Scottish body and that it should be established on a statutory 
basis.” 

 
Powers of the new body 
 
19. OECD stress the power to— 
 

 Access relevant data and information 

 Hire and dismiss staff in accordance with local labour laws 

 Produce reports and analysis at their own initiative (within the mandate of the 
body) and determine their own work programme. 

 
20. The Canadian Parliamentary Budget Office highlights the most important 
“ingredients” for a parliamentary budget office as being “expert staff and access to 
information” and that the head of the body should have the authority to design the 
structure of the organisation and hire people with the necessary technical knowledge 
and experience. 
 
21. The Canadian Parliamentary Budget Office goes on to highlight the need to 
ensure that any legislative provisions enshrining the access to information are 
properly drawn to enable the body to fulfil its mandate. In relation to difficulties with 
the legislation relating to it— 
 

“Firstly, it refers only to economic and financial data. The Executive has 
argued that the law entitles the PBO to numerical information only and has 
denied us access to other relevant information, analysis and models. Second, 
the legislation does not provide any remedy in case the Executive does not 
provide the requested information.” 

 
22. The Portuguese Public Finance Council’s presentation to the OECD High-Level 
Parliamentary Seminar in Sweden2 notes that in terms of its statutory functions— 
 

“The statutes also grant the CFP access to all the economic and financial 
information necessary for the accomplishment of its mission, all public entities 
being duty bound to supply this information in good time, as well as additional 
clarification in response to requests. All the Council’s analyses and reports 
must be made available to the general public.” 

 
 
 
 
 
 
 

                                            
2
 Available online at http://www.oecd.org/about/membersandpartners/publicaffairs/oecdhigh-

levelparliamentaryseminarsweden.htm 

http://www.oecd.org/about/membersandpartners/publicaffairs/oecdhigh-levelparliamentaryseminarsweden.htm
http://www.oecd.org/about/membersandpartners/publicaffairs/oecdhigh-levelparliamentaryseminarsweden.htm
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Appointment and accountability of the new body 
 
23. OECD Principles note that— 

 
“Regardless whether an independent fiscal institution is under the statutory 
authority of the legislative or the executive branch, mechanisms should be put 
in place to encourage appropriate accountability to the legislature.” 
 

24. Commenting on accountability, the OECD submission acknowledges that 
typically the reports of fiscal institutions are sent to parliament and the leaders of the 
institutions participate in hearings before the relevant parliamentary committees. 
Placing this within the wider context of budget scrutiny, the OECD notes that— 
 

“Legislatures are constitutionally mandated with approving the budget and 
holding governments to account. Legislative discussions on the budget (which 
should include fiscal policy objectives, the macroeconomic framework and the 
policy basis for the budget, and major fiscal risks) provide a unique 
opportunity to consider independent fiscal institutions’ analysis.” 

 
25. The view of the Canadian Parliamentary Budget Office is that— 

 
“To maintain independence and objectivity, the head of the new body should 
be appointed and dismissed by and be accountable to the Parliament. In 
Canada, the head of the PBO is appointed by the Prime Minister but is 
accountable to the Parliament. This has the potential of creating conflict of 
interest and reducing the independence and effectiveness of the PBO.” 

 
26. On this topic, Audit Scotland comments that— 
 

“The key principle in considering appointment and accountability is that 
independence and non-partisanship are achieved. The OECD principles make 
the point that if appointment terms are independent of the electoral cycle this 
will help reinforce the public perception of independence.” 

 
Objectives of the new body 
 
27. The Canadian Parliamentary Budget Office comments that “it appears that the 
focus of the proposed new body is tax analysis” and suggests that “the mandate of 
the new body be broadened to include economic and fiscal analysis and forecasting”. 
 
28. Audit Scotland— 
 

“Key objectives should include preparing economic and taxation forecasts 
including fiscal sustainability reports in sufficient time for them to be used by 
the Parliament and Executive in annual tax and budget setting exercises. 
Possible additional objectives could include providing economic reports for 
Scotland where existing UK information is not disaggregated or where there is 
good reason, in the view of the IFB, to use different assumptions.” 
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Principles of the new body 
 
29. A recurring theme throughout submissions was the identification of two of the 
OECD principles as being of particular importance, the principle of independence 
and non-partisanship and the principle of transparency. 
 
30. In relation to the first of these, the OECD states that “Independence and non-
partisanship – real and perceived – is critical to an independent fiscal institutions’ 
success”. 
 
31. The submission from Professor David Bell (and others)— 
 

“Perhaps the most significant aspect of its remit is its independence, meaning 
that although its forecast may be wrong, it will not be wrong because it is 
constructed to please the government of the day. It is important that such 
independence is endorsed through Parliamentary scrutiny.” 

 
32. Referring to the principle of transparency, the Canadian Parliamentary Budget 
Office notes— 
 

“…making the analyses and the forecasts of the new body public as opposed 
to privately submitting them to parliamentarians will engender greater non-
partisan public debate around policy issues, enhance the overall credibility of 
the new body, and encourage greater transparency on the part of other 
stakeholders.” 

 
33. Slovakian Council for Budget Responsibility— 
 

“Perhaps the most important guiding principle of all is that an independent 
fiscal institution should be set up so that it reflects the pre-existing institutional 
and legal framework, political economy as well as the main fiscal challenges 
lying ahead in a particular economy.” 

 
34. The submission from Professor Hughes Hallett comments that the new body 
“would have to enjoy full political and physical independence” from the government 
and identifies five statutory rules which could determine that independence— 
 

 That the council does not and may not take directions from government or a 
government controlled institution 

 That the council has the right to develop its own framework of analysis 
methodology and data sources 

 That the resources available to the council should be fixed by a rule 
determined by the Scottish Parliament and the budget should be for a “rolling 
medium-term horizon” 

 Council members should be personally independent from political pressures 
which could be achieved through fixed-term, non-renewable appointment 

 That the freedom from political pressure is balanced by an appropriate 
mechanism of accountability. 
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35. The Netherlands Bureau for Economic Policy Analysis’ submission sets out that 
it is a branch of the civil service and its director is appointed by the Minister. 
Commenting on what this means for its independence, the submission notes— 
 

“However, tradition and practice developed in Dutch policy formation for 65 
years are more important than formal legislation. This tradition is engrained in 
procedures and rules of conduct, which all parties involved observe in great 
detail. This practice allows CPB independence in hiring and other human 
resource management policies, in the conclusions it draws from its research, 
in its press releases, and in the timing of publication.” 

 
Conclusion 
 
36. The Committee is invited to consider the above in relation to this evidence 
session. 
 
 

Catherine Fergusson 
Senior Assistant Clerk to the Committee 
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Inquiry into proposals for an independent fiscal body 

 
Submission from Swedish Fiscal Policy Council 

 
 
Introduction 
1. Independent fiscal institutions in European countries are a highly diverse 
group. They come in all shapes and sizes. In some countries they are deeply 
involved in making budget estimates and calculating costs of reforms on behalf of 
the Government, whereas in others they make no estimates at all and stay at arm’s 
length from the budget process. In some countries, the institutions have more than a 
hundred employees and in others only a handful. Some are formally organised under 
the government and others under the parliament. Some form part of the national 
audit institutions and others are stand-alone bodies. Some have been established 
since long and others are currently being set up in response to the requirements of 
the new fiscal framework at EU-level. This diversity probably reflects political, 
administrative and cultural diversity. 
 
2. I will try to answer the Committees questions from a Swedish perspective and 
describe how the SFPC is set up and why. You will notice that, to a large extent, I 
will refrain from giving advice on how the forthcoming Scottish independent 
forecasting body should be designed. The reason for this is as follows: the impact of 
an independent body depends on the economic policy culture and traditions of 
governance. A country which has a culture where the public holds a strong trust in 
public institutions, in government effectiveness and honesty, in the accountability of 
elected politicians, in the democratic process and in the rule of law, probably has an 
environment which makes an independent body more effective. These prerequisites 
concerning governance are not always available. In addition, they are difficult to 
establish in the short run. Although an open society with strong public trust in the 
political system and in the role of experts makes it easier for an independent body to 
make an impact, we should not expect the opposite to hold: an independent body 
per se does not bring about immediate trust in public governance. However, an 
independent body may in the long run contribute to trust in the political system. 
Unfortunately, my knowledge of the situation in Scotland is only rudimentary and I 
will therefore abstain from giving specific advice on most of the topics that the 
Committee investigates. However, I will try to frame my description of the SFPC in 
such a way that it can, hopefully, be of some use in the Committee’s work. 
 
Background 
3. The SFPC was established in 2007 and published its first report in the spring 
of 2008. The Council was neither set up in response to an acute crisis, nor due to 
demands from the stricter fiscal framework in the European Union. It should rather 
be seen as a step in a long on-going process of strengthening the national fiscal 
procedures and institutions that begun in the early 1990s. To make a long story 
short, the crisis in the 1990s included a banking crisis, a collapsed currency regime, 
budget deficits of more than 12 per cent of GDP, and a sharp rise in government 
debt. This was a dramatic time which changed the mind-set of decision-makers and 
formed the starting point for reforms of important fiscal institutions. 
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4. The SFPC was set up as a complimentary institution to other, previously well-
established bodies. There is the National Institute of Economic Research (NIER), a 
government financed agency that regularly produces and publishes independent 
macroeconomic as a well as fiscal forecasts. There is also the Swedish National 
Financial Management Authority that, among other tasks, also publishes budgetary 
forecasts that are independently estimated. 
 
What should be the role and remit of the new body? 
5. The role of the SFPC is not to make economic forecasts or budget estimates, 
but instead primarily to assess and make independent judgments about how well the 
government maintains and adheres to the fiscal framework, with emphasis on the 
two core fiscal rules, a surplus target for the public sector and an expenditure ceiling 
for the central government. The remit, however, is broader. The SFPC should also 
assess government policies from a cyclical perspective, as well as long term fiscal 
sustainability. Distributional effects and effects on employment of government 
policies should also be assessed. The SFPC may also assess the quality of 
economic or fiscal forecasts and the underlying models. I addition, the Council 
should contribute to the public debate with regard to economic policy issues. 
 
6. The SFPC is obliged to publish an annual report but is free to publish further 
reports at will. 
 
7. The mandate of the SFPC is laid down in a government instruction. The 
instruction is not a statutory law. In practice, however, there were discussions 
between all parties in parliament which resulted in a broad agreement about the 
content of the mandate, even though the instruction was not manifested as a law in 
itself. 
 
8. The Council consists of six members, on non-renewable three year 
appointments. The composition of the Council should, according to the 
Government’s instruction, encompass both high academic expertise and practical 
policy making experience. Currently the SFPC has four academic professors, one of 
whom is Norwegian; one former member of the Central Bank’s governing board and 
one former Auditor General and Budget Director. Council members are given a 
modest remuneration and are expected to spend about 10-15 per cent of their 
working time for the Council. The Council is supported by a secretariat of five full-
time employees. 
 
What powers should the new body have? 
9. The SFPC has no formal power. It does not endorse the budget documents 
and it does not produce or endorse any economic or budgetary forecasts. The 
Council does not have the power to force the government to take certain actions. As 
a non-euro country, Sweden is not obliged to have an independent fiscal institution 
to ensure that the national budget is in compliance with EU-rules. 
 
10. The national fiscal framework does not include any formal sanctions against a 
Government that breaches the fiscal rules. The only sanction is reputational and 
ultimately depends on the confidence of the electorate and the financial markets. 
Thus, the Council is not involved in triggering any sanctions or activating any 
correction mechanisms. 
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11. The Council’s annual report is to be published no later than May 15, according 
to the agency’s instructions. The budget bill is presented in September, and the 
parliamentary budget process takes place between September and December. The 
Council’s annual report is mainly focused on ex post analysis (but you can find 
traces of ex ante analysis in our reports). The Council’s potential influence on the 
Government’s policies work over longer time periods than the annual process. The 
power of the SFPC comes solely from its ability to deliver high quality analyses that 
make an impact in the public and political economic debate. Therefore, the quality of 
the reports and their impact on public debate are of crucial importance. The Council 
is also consciously trying to keep its reports non-technical and thus accessible for a 
broad audience. 
 
Should such a body be appointed by and accountable to the Executive or the 
Parliament (or both)? 
12. From an organizational perspective, the secretariat of the SFPC is set up as 
government agency. The Council itself, with its six members, can be seen as a 
working group at the agency. This construction is intended to separate the role of the 
Council members and their potential criticism of the Government, from the role of 
heading the agency, including having annual budget discussions with the 
Government. 
 
13. When the SFPC was introduced there was a discussion about by whom the 
agency should be financed and to whom it should be held accountable. It can of 
course be questioned whether a government-financed agency can fill the role of an 
independent fiscal institution. There were, however, a number of arguments that this 
set-up was acceptable. First and foremost, Sweden has a long-standing tradition of 
considerable independence among government agencies. Secondly, members of the 
Council have great professional integrity and a, so to speak, reputation to lose if they 
were to be perceived as biased. Thirdly, being a council member is only a part-time 
occupation, and the members are not financially dependent on the Council, i.e. the 
opportunity cost of resigning from the SFPC is low. Fourthly, transparency is a key 
ingredient to safeguard the Council’s independence, regardless of the financing 
model. 
 
14. Even though the SFPC is a government agency, the annual report is sent to 
the Parliament and it is customary to hold a public hearing where the Chairman of 
the Council discusses the report with the Minister of Finance and the Finance 
Committee. 
 
15. So far, the model chosen in Sweden has neither put restrictions on the 
Council’s reports nor given rise to questions about the Council’s independence. In 
another political setting or with other institutional traditions the question of 
accountability towards the executive or legislative could be of greater importance. 
 
Should the new body be established on a statutory basis? 
16. That might be a good idea. But as I explained in my introduction: it all 
depends on the Scottish political and administrative tradition. 
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What would be the key objectives for the new body; what should be its key 
reports/areas of analysis? 
17. To provide accurate and authoritative revenue and expenditure projections. 
 
In the light of the OECD’s suggested principles for independent fiscal 
institutions what should be the core principles for the new body? 
18. The following two principles in OECD’s document (“DRAFT PRINCIPLES 
FOR INDEPENDENT FISCAL INSTITUTIONS, Reykjavik, Iceland, 7-8 June 2012” ) 
appears to me to be of particular importance in the Scottish case: 
 

 Principle 1.1: To be effective and enduring, an IFI requires broad national 
 ownership, commitment, and consensus across the political spectrum. 

 Principle 2.1: Non-partisanship and independence are pre-requisites for a 
 successful IFI. A truly non-partisan body does not present its analysis from a 
 political perspective, always strives to demonstrate objectivity and professional 
 excellence, and serves all parties. This favors that IFIs should be precluded from 
 any normative policy-making responsibilities. 
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