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O 1.6. Pre-election report
- A pre-election report serves to illuminate the general state of government

finances 1mmediately before an election. This fosters a more informed
electorate and serves to stimulate public debate.

- The f{feasibility of producing this report may depend on constitutional



provisions and electoral practices. Optimally, it should be released no later
than two weeks prior to elections.

— The report should contain the same information as the mid-year report.

- Special care needs to be taken to assure the integrity of such reports, in

accordance with Best Practice 3.2 (below).

O 3.2. Systems and responsibility
- A dynamic system of internal financial controls, including internal audit,
should be in place to assure the integrity of information provided in the
reports.

- Each report should contain a statement of responsibility by the finance

minister and the senior official responsible for producing the report. The

minister certifies that all government decisions with a fiscal impact have
been included in the report. The senior official certifies that the Finance

Ministry has used its best professional judgement in producing the report.

. 5 Ak

] (BFZA) 19983 & A+F A (The Charter of Budget Honesty Act 1998)]
AFEA = FFH(the Secretary to the Treasury and the Secretary to the

Department of Finance and Deregulation)® 3toj&  FX7| 0%

o
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Fpre—election economic and fiscal update; X IAZS W1tsl=
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O The Charter of Budget Honesty Act 1998 outlines arrangements under which
the Secretaries to the Treasury and the Department of Finance and
Deregulation may be requested to cost Government and Opposition election

commitments during the caretaker period for a general election. The Charter




also provides that the responsible Secretaries may, jointly, issue written

guidelines recommending approaches or methods to be used in the

preparation of policy costings.

- Election costings contain Government and Opposition election commitment
requests, a joint press release from the Treasury and the Department of
Finance and Deregulation relating to the costing request and a response to

the costing request when it has been finalised.

O The Charter also provides for the Secretaries to publicly release a

Pre-Election Economic and Fiscal Outlook report (PEFO) within ten days of

the issue of the writ for a general election.

O (AAAE) 71 H2AEEZEE v2d9= AFAY 2 S857F 20083 10€ 64
U713k "Pre-Election Economic and Fiscal Outlook 2010, 2 2010

Election Commitment Costings;, & & + 9%

1) "Pre-Election Economic and Fiscal Outlook 2010

O The purpose of the Pre-Election Economic and Fiscal Outlook report (PEFO)
is to provide updated information on the economic and fiscal outlook. The
information in the report takes into account, to the fullest extent possible, all
Government decisions made before the issue of the writ and all other

circumstances that may have a material effect on the fiscal and economic

outlook.
o 3
Pre-Election Economic and Fiscal Outlook ... 1
OVEIVIEW oottt ettt 1
Economic OULIOOK. .......ccuiiiiiiiccc e 1
FiScal OULIOOK. .....ciiiiiiiciiicictc s 5



Appendix A: Financial StatementS. ..o oo eeeeee et eeeree e 11
Appendix B: Policy decisions since the 2010-11 Budget ... 19
Appendix C: Statement Of RISKS....uoo oottt seeeeeeee s 31
Appendix D: Sensitivity of Receipt and Payment Estimates to

Economic DevelopmentsS......coov oo oo 37

2) 72010 Election Commitment Costings |

O The Charter of Budget Honesty Costing Election Commitments
guidelines, issued on 11 June 2010, outline the protocols and timeframes

for the costing of election commitments.

- B3
PART 1: STATUTORY PROVISIONS . SUMMARY ...coooooviiiiieeen 2
Requests for costing of election commitments ......occooeeveeeeeeeveenreeeeeenn, 2
How policy costings are prepared..........oieecieeeeeeeeeeeeeee e 2
Public release of COSHINES oottt e 3
Commonwealth bodies assistance in preparation of costings................. 3
PART 2: COSTING PROTOCOLS AND METHODS.........ccoooiieerirnn. 4
Secretaries’ obligations in costing policies — clarity and
EIMEIINESS 1ottt 4
CoSting VariabIES ..o 4
COStING ASSUIMPLIONS  coviiiiiieeieeteceee ettt ettt e e et et eesae et e eraesreesaeennes 5
PART 3: REQUESTS FOR COSTINGS AND PROCESSING .............. 7
Requests for costings . procedures and standards ...........cccceeeeene 7

Department of the Treasury/Department of Finance and

Deregulation reSponsibilItIes........ccovviviieeeiiieieeceeceeeeeeeeee e 7
Timelines for submitting costing TEQUESES ....covvvieieieieieeeceeee e 8
Timelines for ProvisSiON Of COSTINES. .ottt eeeeeereeeseenees 8

Further information required for completion of costings ......cccceeeevenen. 9
Withdrawal of request fOr COSTING ..oooiioiioeeeeeeeeeee e 9



SECUTILY AITANGEIMIEINTS. .. .iiuviieiiieieeteeee ettt ettt ete et e e st e ste et e eaaesaeesteensestseeeens 9

PART 4: REPORTING - PUBLIC RELEASE OF POLICY COSTINGS

...................................................................................................................... 10
Reasons for non-release of poliCy COSHINGS....ooveoieeeeoeeeeeeeeeeeeeeeeeans 10
Published policy costing report — contents and protocols................... 10
Informing parties of the public release of costing and

delivery of COSHING TEPOITS .ocvovvviiiiiiiieee e 11
APPENDIX A: COSTING CONVENTIONS ..o, 14
APPENDIX B: REQUEST FOR COSTING AN ELECTION COMMITMENT -

PRO-FORMA ..o 15
APPENDIX C: PUBLIC RELEASE OF COSTING -
PRO-FORMA ...ttt 18

O In accordance with the guidelines, all costing requests received from the
Government and Opposition, completed costings and related information
are posted to this site.

- Government Costings

. http://electioncostings.gov.au/category/government—costings/gov-release-costings/

- Opposition Costings

. http://electioncostings.gov.au/category/opposition—costings/

O Government Costings®] TAH & Al#

- Election commitment costing not completed prior to polling day
- 20 August 2010 - The Department of the Treasury advise that it has
not been possible to complete a costing of election commitment in the
time available prior to polling day.
— Election commitment costings not completed prior to polling day
- 20 August 2010 - The Department of Finance and Deregulation has
released a list of the election commitments submitted by the parties for

costing that will not be completed prior to polling day.



- GOV104 - Forestry Policy
- 19 August 2010 - The Prime Minister has asked for a costing on
Forestry Policy.
- GOV103 - Paid Paternity Leave
- 19 August 2010 — The Prime Minister has asked for a costing on Paid
Paternity Leave.
- GOV102 - Emerging Renewables
-19 August 2010 - The Prime Minister has asked for a costing on
Emerging Renewables.
- 19 August 2010 - The Department of Finance and Deregulation has
released a costing on Emerging Renewables.
(B WE&F H&FA Aol Bg &)
The profile of spending under this initiative is:
- 2010-11 Nil
- 2011-12 $15 million
-+ 2012-13 $ 20million
- 2013-14 $5 million
- GOV101 - World Class Football and Sporting Precinct
- 19 August 2010 - The Prime Minister has asked for a costing on World
Class Football and Sporting Precinct.
- 19 August 2010 - The Department of Finance and Deregulation has
released a costing on World Class Football and Sporting Precinct.
(o] s A=f)
O Opposition Costings® x4 AFdl

- Election commitment costings not completed prior to polling day
- 20 August 2010 - The Department of Finance and Deregulation has
released a list of the election commitments submitted by the parties for
costing that will not be completed prior to polling day.
- OP52 - Bushfire early warning system

-9 August 2010 - The Leader of the Opposition has asked for a costing



on Bushfire early warning system.
- 12 August 2010 - The Department of Finance and Deregulation has
requested further information on Bushfire early warning system.
- OP51 - Expanding tourism research capabilities
-9 August 2010 - The Leader of the Opposition has asked for a costing
on Expanding tourism research capabilities.
- 12 August 2010 - The Department of Finance and Deregulation has
released a costing on Expanding tourism research capabilities.
- OP50 - Increasing business events tourism
-9 August 2010 - The Leader of the Opposition has asked for a costing
on Increasing business events tourism.
- 12 August 2010 - The Department of Finance and Deregulation has
released a costing on Increasing business events tourism.
- OP49 - Building tourism infrastructure
-9 August 2010 - The Leader of the Opposition has asked for a costing
on Building tourism infrastructure.
- 12 August 2010 - the Department of Finance and Deregulation has
released a costing on Building tourism infrastructure
- OP48 - Domestic tourism development grants
-9 August 2010 - The Leader of the Opposition has asked for a costing
on Domestic tourism development grants.
- 12 August 2010 - The Department of Finance and Deregulation has

released a costing on Domestic tourism development grants.

()5 Aep)
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(1 (3 2A) ARSddAd57]18¢ CPB(Netherlands Bureau for Economic
Policy Analysis)o] A, QAT EA, AEEHT 5 Z AHE=E 4 AF
H FoF Fo g3 AA 2 AA e IS AA{eE A IR

O CPB Netherlands Bureau for Economic Policy Analysis 1s a research institute
that is independent with respect to content, but at the same time CPB is
formally part of the central government.

- Aol HAA : The Central Planning Bureau (CPB Netherlands Bureau
for Economic Policy Analysis) is legally based on the 'Law of April 21st,
1947 containing the preparation and settlement of a Central Economic
Plan, Bulletin of Acts, Orders, and Decrees of the Dutch Kingdom, no. H
127.

O The role of CPB in the election cycle and the formation of a government

- Elections for a new parliament are held every four years (provided the
government maintains confidence in parliament; if not, elections are held
earlier on). The Netherlands has a multiparty system where no single
party can claim a majority in the parliament (at present, at least four
parties are required for a majority). As a consequence, parties have to
negotiate on which party is allowed/prepared to enter government
immediately after the election date, aiming to form a coalition that
commands a majority in parliament. These negotiations end with the new
coalition agreement, which stipulates the plans for the next four years.
There 1s a tendency for this agreement to make increasingly detailed
policy prescriptions, and parties represented in the coalition find it

increasingly difficult to compromise on changes in this agreement.

_10_



— The road to a new medium-term framework
1) One year before the elections
- CPB estimates of GDP and public finance in the medium and long
term
- Report by the advisory group on fiscal policy
2) 2 months before the elections
- CPB-analysis of the election platforms
3) After the elections
- CPB-analysis of coalition agreement
4) Some months after the elections
- The new medium-term framework based on new CPB-estimates for

the Dutch economy

— A unique feature of the Dutch tradition is that CPB publishes an analysis

of the economic effects of election platforms of political parties. CPB

conducts this analysis at the request of each political party.

The Dutch tradition analysis of election plans by CPB started in 1986. In the

first half of the nineteen eighties, the Dutch economy was facing hard
weather: high unemployment rates, high government deficit and rapidly rising
government debt and low economic growth and profits. In order to
restructure the Dutch economy and public finance, major steps had been
taken for fiscal consolidation. Nevertheless, in 1986, the Dutch economy and
public finance were still in serious trouble. When the CPB had just published
its macro—economic forecasts for the new period of government, the three
major political parties asked also to investigate the economic consequences of
their election plans. To what extent would these plans help to increase
economic growth and improve public finance? And what would be the
consequences for unemployment and the purchasing power of various groups

of households? During the last twenty—five vears, this analysis was improved

_11_



and extended and adjusted to take account of major current policy issues

(e.g. health care or social benefits for the disabled). An overview of this

development is shown by table 2.5.

Table 2.5 CPE analyses of the election plans of Dutch pelitical parties (1986-2010)

1986 1989 1994 1993 2002 2006 2010

Number of political parties 3 4 5 5 8 8 a

Ex ante analysis

Effect on government deficit X X x x X X X
Overview of major budget cuts, extra expenditure and tax

measures b4 b4 b 4 b 4
Detailed overview of policy measuras x x
Overview of policy measures by function

Effect on employment in the government and health care sector

Effect on purchasing power and profits (added ad hoc in order to

partly compensate for the absence of ex post analysis) x

T T A
oM oM o
oM oM X

Ex post analysis
For core set of macro variables: effects during next period of
government X X X X

-
-
—

Health care
Long run effects on labour market b4 x x

Long run effects on environment and mobility 1)

b A
-

Long run effects on governmeant finance
Long run effects of education and innovation proposals
Long run effects on housing market

oM oM M oM oM

Scenarios for sketching uncertainty ® ®
1) Mot done due to time restrictions following the fall of
government

O The CPB study makes it possible to compare the parties’ election plans on

economic aspects. Key elements of the analysis are the implications for

public finance, for the economy, for purchasing power and the environment.10
As far as the budgetary effects are concerned, CPB devotes attention to the
implications of the proposed measures for the revenues and expenditures of
the public sector as a whole (general government budget balance, debt and

sustainability in the long run).

O Now for over a decade, the title of the CPB study on election plans is

‘Charting choices’. It helps to broaden understanding of the contents of the

_12_



parties’ election plans and extends their comparability in several ways:

- The official election plans of political parties are generally rather vague. In
order to allow a meaningful analysis of the effects on the government
budget, economic growth and purchasing power of various groups of
households possible, the political parties should generally be much more
specific. For example, if subsidies are to be cut, which specific subsidies
are Intended to be cut? If expenditure on education and health care are to
be increased, by how much? If taxes are to be reduced, expenditure on
specific issues are to be increased (e.g. roads and education) and
government deficit is to be reduced, what are the budgets cuts proposed?
How are traffic jams to be reduced, e.g. without road pricing only massive

investments in roads or public transport will make a difference.

- CPB includes in its analysis only measures which are expected to be
technically and legally feasible. Also economic arguments may be used to
discard policy measures as not realistic or having quite different budgetary
consequences. For example, in the election plans of this year, various
parties proposed a cut in the wage rates of civil servants. However, the
CPB did not think this would result in a true saving at the end of the
new period of government, as the Dutch labour market is still quite tight
and Dutch civil servants do not seem to be overpaid in comparison to
their counterparts in the market sector; for type of civil servants (e.g.
teachers and police) a raise in salary would better reflect market

conditions.

- The same underlying economic scenario is used to evaluate each election
platform, so that differences In outcomes cannot be due to diverging

assumptions about the economy.

- Since CPB evaluates the proposals of all parties in uniform way, the

_13_



parties cannot exaggerate the benefits and/or understate the costs of their
proposals or enjoy free lunches.11 The CPB analysis tries to capture major
trade-offs, e.g. between economic growth and equity and economic growth
and the environment, and tries to avoid a biased and short term
perspective. Four years ago, for the first time an analysis was included on
education, science and innovation. The proposals by the parties were
classified, on the basis of empirical research, into promising, not promising
and proposals that can not be judged along these lines on the basis of
such research. In this year’s analysis also the consequences on structural

economic growth were assessed.

- The proposals are presented in a comparable way, so that parties’

commitments can be compared to each other.

- CPB systematically investigates proposals and helps improving them on the
technical side. For example, what subsidies or tax expenditure is most
effective for stimulating R&D? Or, what are the best tools for improving
the purchasing power of households with children or of the elderly poor
with 1%? In practice, many proposals are adjusted during the process,

following the feedback by the CPB.

O There has been an extensive debate on the merits of this exercise.12 The

main objections seem to be threefold.

- First, the exercise might constrain the political debate too much, by CPB
disapproving proposals on what are presumably technical arguments. For
some topics, this might be asking too much of what economic science can

provide.

- Second, the exercise might bias the debate in the direction of proposals of

which the effects can be calculated in a simple way, since CPB cannot

_14_



evaluate the benefits of other proposals. For example, the economic effects
of major reform of the institutions in health care - introducing a free
market for hospitals: allowing the free entry of privately funded hospitals
and allowing loss making hospitals to go bankrupt- are hard to assess.
Nevertheless, this seems to be a sensible idea. How to deal with this type
of i1deas in the context of an evaluation of the election platforms?
Similarly, CPB’s scepticism regarding the availability of free lunches might
in fact favour small groups of insiders who collect large rents that could
potentially be extracted to the benefit of the wider public. The scepticism

regarding the feasibility of such reforms acts as a conservative force.

- Third, the exercise might bias the debate in favour of the short run
implications, since the longer run implications are much more uncertain
and materialize beyond the next government period. This matters in
particular where the short run implications are mainly of Keynesian nature
and where the long run implications refer to the improvement of economic
structure — better incentives and the like-. In response to latter objection,
CPB has shifted the attention away from the short run Keynesian effects
towards the sustainability of public finance and towards the structural
effects on long term GDP, for example due to the reduction of replacement
rates. For example, the MIMIC model, see table 2.1, has been constructed
to assess the structural effects of changes in replacement rates and

marginal tax rates on labour supply.

O The study comes in handy after the election, during the formation of a new
coalition agreement. It 1s a good starting point for negotiating the terms of a
coalition agreement. This applies not only to the proposals of parties involved

in the coalition agreement. In practice, CPB overview serves as a data base

on all kinds of policy measures that could be considered during the

negotiations; in particular the budget cuts and extra revenue generating

measures by other parties are a popular source of inspiration.

_15_



O (AAAE) 7HE A 25 CPB7F 2010 3¢9 20¢ #%k38t TCharting

choices 2011-2015: Effects of nine election platforms on the economy

and the environment;, & £ F+ 9<%

Table 2.4 The economic consequences of the election plans of 9 Dutch political parties in 2010: Summary
overview (changes relative to basis, unless otherwise mentioned)

CDA  PvdA SP VVD  PWV GL  Chru Des  SGP

Improvement EMU-balance 2015 (euro

bin; ex ante) 18 11 10 20 15% 101 16 1434 18
Sustainability of public finances (euro bn) 33 K3 | 16 ] 17 a5 35 k¥ 32
Purchasing power of households 2015
(eurc bn, ex ante) — 3tz +W + 14 —11: -2 0 -2% -3 -8
Profits of companies 2015 (including
housing corporations) (euro bn, ex ante) +1 -1 44 -1 —-2% -4y —-43%  —-13 - 14
Structural employment (% paint) 4 2le -1 534 1 41z 114 P4 2
Accessability by public or private transport
(welfare gain, bn euro) £ £V —a i 14 -1z 1z A Y2
Car usage (2020, in % —-10a —-104& —10a —-10&

-15 -15 ] o] ] —20 -15 -15 -15
Public transport usage (2020, in %) +5a +54a +5 4 +54a

10 10 +5 0 0 +15 10 +10 10

Reduction of greenhouse gases (Mton
Co2) 36 44 21 2 2 63 38 k| 28
CQuality of nature (2020) 0 + + -— - ++ O+ o'+ 0
Cuantity of nature (2020) 0 + - —— - + 0 o'+ -
GDP effect education (structural, %) 21 4% 1 4 Vi 414 134 4 10
Science/innovation 2015 (budgat, mid
auro) -0.07 -02 -0068 -01 -12 +04 -033 +02 +022
Housing market (welfare gains % bbp) 01 0.5 0.4 0.3 —-04 0.8 0.5 0.9 0.7
Change in house prices (2015, %) -1 -7 -6 -2 0 -6 -5 —-10 -6
Change in net rent (2015, %) 5 1 -3 10 0 6 [ 10 8
Health care, employment, 2015, thsnd ) —-10 -15 +15 =50 +10 +15 -30 —40 - 35
Cwn risk health insurance (2015, level, 230 200- 0 300 210 150- 200- 210- 180-
aura) &00 300 600 400 500
Maore (+) or less (- ) market forces cure + 0/+ -— e 0 '+ + ++ +
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Figure 2.1 Budgetary choices by 9 Dutch political parties in 2010: Six major policy functions (net change in
public expenditure and taxes and premiums, euro bin)

g 4 euro billions

-10 4

-12 4
social security healthcare education public taxes and taxes and
administration pramiums, pramiums,

households companies

@ CDA OPvdA mSPEVWD OPVY BGL BChrU @DEE B SGP

Figure 2.2 Budgetary choices by 9 Dutch political parties in 2010: Seven other policy functions (net change
in public expenditure, euro bin)

27 euro billions

security defence mobility ervironment  international  transfers to other
cooperation  companies
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(1 (BAFAZA) 19943 A A A A (Fiscal Responsibility Act of 1994)e] |54
o7 3Ftojg F4 14~42Y Hol  Tpre-election economic and fiscal
update; EIA S ZAsto] LREEES dto] IRIEA AAAAAAM ] A
4= A e
O New Zealand’s Fiscal Responsibility Act of 1994 is a benchmark piece of

legislation that sets legal standards for transparency of fiscal policy and
reporting and holds the government formally responsible to the public

for its fiscal performance.

O The Fiscal Responsibility Act sets out five principles of responsible
fiscal management: reducing public debt to prudent levels; requiring an
operating balance to be maintained on average over a reasonable time;
maintaining a buffer level of public net worth; managing fiscal risks;
and maintaining predictable and stable tax rates. The government is
permitted to depart from these principles temporarily, provided such
departure is clearly justified and a clear plan and time to return to the

principles are given.

O The Fiscal Responsibility Act then specifies clearly how the government
1S to report on proposed policies and actual achievements to assure the
legislature and the public that the fiscal management principles are
being followed. It requires governments to
- publish a “Budget Policy Statement,” containing strategic priorities for

the upcoming budget, short-term fiscal intentions, and long-term
fiscal objectives, no later than March 31 for a July 1 fiscal year;
— disclose the impact of fiscal decisions over a three-year forecasting

period in regular “economic and fiscal updates;”

_18_



- present all financial information according to generally accepted
accounting principles. This requires presentation of a full set of
forecast financial statements and reports.an operating statement,
balance sheet, cash flow statement, statement of borrowings, and
anything else that is necessary to fairly reflect the financial position
of the government; and

- refer all reports required under the Act to a parliamentary select

committee.

O Some of the specific fiscal reporting requirements included in the Fiscal

Responsibility Act are a pre—election economic and fiscal update to be

published between 42 and 14 days before any general election,

projections of fiscal trends over at least a 10-year period, and
statements of the government's commitments and specific fiscal risks,
including contingent liabilities.

(See http://www.treasury.govt.nz/publications.)

O (AAAHED 7 A2Atd 2z w2d= AFAdol 20089 109 6 23Hgh
o

MPre-election Economic and Fiscal Update 2008, & & + 95

O 53 F nuAdi BFF ARTES T F d= @FRe F
(commitments)ol] s AL S FASt E5EA AA 9 E (specific fiscal

- The Public Finance Act 1989 (PFA) requires disclosure of all
government decisions and other circumstances that may put pressure

on the forecast spending amounts, and/or have a material effect on

the fiscal and economic outlook

O The 2008 Pre-election Update sets out the Treasury's latest economic

_19_



and fiscal forecasts for the current year and the next four years. The

document is organised as follows:

- A Statement of Responsibility from the Secretary to the Treasury
and the Minister of Finance is included on page 1.

- A Ministerial Statement from the Minister of Finance is provided on
page 3.

- The Executive Summary (page 5) provides a short summary of the
economic and fiscal forecasts.

- The Economic and Tax Outlook chapter (page 11) sets out the
Treasury’s economic and tax forecasts, including forecasts of major
economic aggregates (eg, output, inflation, employment and the current
account), and a statement of significant assumptions.

- The Fiscal Outlook chapter (page 21) sets out the Treasury’s fiscal
forecasts, including forecasts of revenue and expenses, operating
results, the cash position, debt and the NZS Fund. It also contains
projections of key fiscal indicators for the ten years following the
forecast period. In previous Pre-election Updates these ten-year
projections, which by their nature are less precise than the forecasts,
have been published separately on the Treasury website. They are
now incorporated into the document to make this information easier to
access and to provide a fuller picture.

- The Risks and Scenarios chapter (page 49) describes some of the
key risks to Treasury’s central economic forecasts, and sets out two
alternative scenarios for how the economy might develop.

- The Specific Fiscal Risks chapter (page 57) sets out material risks
and contingent liabilities that could have an impact on the fiscal
forecasts if decisions being considered by ministers are taken, or if

particular circumstances eventuate. This chapter also discloses

commitments that have been made against future budget allowances.

- The Generally Accepted Accounting Practice (GAAP) Series

_20_



Tables chapter (page 83) provides a set of forecast financial
statements, and a statement of accounting policies and assumptions.

The Core Crown Expense Tables chapter (page 113) provides
information on core Crown expenses broken down into functional
classifications; a glossary of terms; and a time series of fiscal and

economic indicators.
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