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My main takeaways from the paper

« There is broad adherence to most independence safeguards for IFIs as set
out in the Two-pack but....

* ...this could be the result of the general nature of safeguards embedded in
legislation

* De facto adherence could differ from de iure one => Need for external
evaluations/regular monitoring

- Member States need to engage towards new EGR requirements, especially
on stability of resources, timeliness of obtaining information and regular
external evaluations

* An interesting technical point: design choices of composite indices have
considerable influence on institutional rankings => need to complement
them with qualitative assessment (Box very informative)
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IFI independence iIs a multidimensional concept

Table 1 Indices and components
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Source: Daniel Belling, A new dataset on the political independence of fiscal monitoring institutions, European Political Science

(2020) 19:122-139.
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Highlight on one point stressed in the Conclusions

« Conclusions stress that Commission EGR proposal was somewhat
unbalanced as regards EU IFIs

* It targeted a major expansion of the IFI’s tasks but no instruments for de
facto Implementation of independence safeguards

« Council rejected the idea of entrusting IFIs with these tasks, inter alia on
the ground of their de facto heterogeneity

 Issue for discussion: If Commission had included in the proposal also
Instruments for de facto implementation reducing IFI heterogeneity over
time, would the Council have agreed to a major expansion of their
tasks?
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Another possible explanation:
From deficit bias to IFIs’ low-impact bias?

 Politically independent fiscal councils are meant to be a device to
reduce the deficit bias: as such, could their impact be subject to a similar
bias?

« Governments could have an ex-ante incentive to self-impose
Independent IFIs (e.g. as a favourable signal to financial markets) but
ex-post this 1s not optimal anymore from executives’ point of view and
thus they might limit IFIs’ impact, notably through a narrow mandate

« Thus, there could be even a trade-off between independence and impact
as executives could compensate higher IFIs political independence with
limitations on other important aspects that make IFI (directly or
Indirectly) relevant
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Some evidence of a potential trade-off?

Independence=0
Independence=1

Independence=2

Independence=3
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A more straightforward evidence of a trade-off
from EGR negotiations?

European Commission proposal — 26.04.2023 Council of the EU agreement — 20.12.2023

Member States shall ensure that the institutions referred to in paragraph 1 Without prejudice to the tasks and functions attributed in accordance
have the following tasks: with Regulation 473/2013 for Member States whose currency is the
a) prOdUCing the annual and multiannual macroeconomic and budgetary euro’ a” Member States sha” ensure that the fo”ow|ng tasks are

forecasts underlying the government’s medium-term planning or

undertaken by one of the institutions referred to in paragraph 1:
endorsing those used by the budgetary authorities; y paragrap

a) producing, assessing or endorsing annual and multiannual

b) producing debt sustainability assessments underlying the
government’s medium-term planning or endorsing those provided macroeconomic forecasts;
by the budgetary authorities; b)  monitoring compliance with country-specific numerical fiscal
c) producing assessments on the impacts of policies on fiscal rules unless performed by other bodies in accordance with
sustainability and sustainable and inclusive growth or endorsing Article 6;

those provided by the budgetary authorities; . ) ) )
c) undertaking tasks in accordance with relevant articles of the

Regulation [XXX preventive arm of the SGP] and of Regulation
[XXX corrective arm of the SGP];

d) monitoring compliance with country-specific numerical fiscal rules in
accordance with Article 6;

e) monitoring compliance with the Union fiscal framework in
accordance with Regulations [XXX preventive arm of the SGP] and d) assessing the consistency, coherence and effectiveness of the
[XXX corrective arm of the SGP]; national budgetary framework;

f) conducting, on a regular basis, reviews of the national budgetary

e) upon invitation, participate in regular hearings and discussions at

framework, in order to assess the consistency, coherence and . .
the national Parliament.

effectiveness of the framework, including mechanisms and rules that
regulate fiscal relationships between public authorities across sub-
sectors of general government;

g) participate in regular hearings and discussions at the national
Parliament.
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One potential remedy:
reinforce one of the rationales for IF1 set-up

* Another important rationale for establishing IFIs: reducing the
Information asymmetry between the executive and the legislative
bodies, and in general between the political institutions and the public

« Could legislative bodies or the public be levers to reinforce/protect IFIs
relevance/impact?




Member States shall ensure that the institutions referred to in paragraph

Again, some evidence from the EGR negotiations?

European Commission proposal —26.04.2023

1 have the following tasks:

a)

g)

producing the annual and multiannual macroeconomic and
budgetary forecasts underlying the government’s medium-term
planning or endorsing those used by the budgetary authorities;

producing debt sustainability assessments underlying the
government’s medium-term planning or endorsing those
provided by the budgetary authorities;

producing assessments on the impacts of policies on fiscal
sustainability and sustainable and inclusive growth or endorsing
those provided by the budgetary authorities;

monitoring compliance with country-specific numerical fiscal
rules in accordance with Article 6;

monitoring compliance with the Union fiscal framework in
accordance with Regulations [XXX preventive arm of the SGP]
and [XXX corrective arm of the SGP];

conducting, on a regular basis, reviews of the national budgetary
framework, in order to assess the consistency, coherence and
effectiveness of the framework, including mechanisms and rules
that regulate fiscal relationships between public authorities
across sub-sectors of general government;

participate in regular hearings and discussions at the national
Parliament.
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European Parliament proposal —14.12.2023

Member States shall ensure that the institutions referred to in paragraph 1 have the
following tasks:

a)  producing the annual and multiannual macroeconomic and budgetary forecasts
underlying the government’s medium-term planning or supporting or, where
applicable according to national rules, endorsing the Evolution of emended article
8.4 of Directive 2011/85/EU planning by the budgetary authorities;

b)  producing debt sustainability assessments underlying the government’s medium-
term planning by the budgetary authorities or supporting or, where applicable
according to national rules, endorsing the assessment;

c) producing assessments on the impacts of policies, including reform and investment
commitments under the national medium term fiscal-structural plans, on fiscal
sustainability and sustainable and inclusive growth by the budgetary authorities or
supporting or, where applicable according to national rules, endorsing;

d) monitoring compliance with country-specific numerical fiscal rules in accordance
with Article 6;

e)  monitoring compliance with the Union fiscal framework in accordance with
Regulations [XXX preventive arm of the SGP] and [XXX corrective arm of the SGP];

f)  conducting, on a regular basis, reviews of the national budgetary framework, in
order to assess, among others, the consistency, coherence and effectiveness of the
framework, including mechanisms and rules that regulate fiscal relationships
between public authorities across sub-sectors of general government;

g) participate in regular hearings and discussions at the national Parliament and be
available to provide technical analysis and advice to the national Parliament upon
request.
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Thank you
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