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Second Special Report
On 22 February 2016, the Treasury Committee published its Seventh of Session 2015–16, 
Reviewing the Office for Budget Responsibility (HC 514).

Appendix: Government Response
The government has considered the Treasury Select Committee’s report on reviewing the 
Office for Budget Responsibility (the report), published on 22 February 2016.1

The report follows publication in September 2015 of the ‘HM Treasury review of the Office 
for Budget Responsibility’ (the review), led by Sir Dave Ramsden, Chief Economic Adviser 
to HM Treasury.2

The government has accepted all of the recommendations of the review and welcomes the 
recommendations of the committee consistent with these.

This paper sets out the government’s response to each of the committee’s conclusions and 
recommendations. The committee’s text is in bold and the government’s response is in 
plain text. Paragraph numbers refer to the report.

Background to the recent reviews of the OBR

Sir David is a reliable, highly competent and loyal Treasury official, bound by the Civil 
Service code, reporting to the Chancellor, and with a duty to support government 
policy of the day, whatever that happens to be. He is therefore manifestly professionally 
incapable of conducting an independent review of the OBR. It would have been 
difficult for Sir David to have reached conclusions that differed substantially from 
those of ministers. The fact that the government accepted his recommendations on 
the day his review was published, in full and without comment, suggests that he may 
not have attempted to do so. The conclusions reached by Sir David are consequently 
of little relevance for assessing the independence and effectiveness of the OBR’s work. 
(Paragraph 5)

The Budget Responsibility and National Audit Act 2011 requires the non-executive members 
of the Office for Budget Responsibility’s (OBR) Budget Responsibility Committee (BRC) 
to commission an external review of the OBR every five years, to examine the content and 
quality of the reports that the OBR publishes.3 Kevin Page, former Parliamentary Budget 
Officer in Canada, led the first external review, publishing his report in September 2014.4 
At Autumn Statement 2013, the Chancellor set out his intention for the government to 
hold its own review at the start of the next Parliament.5 The Chancellor launched the HM 
Treasury review of the Office for Budget Responsibility in June 2015 and the review was 
published in September 2015.

1 ‘Reviewing the Office for Budget Responsibility’, House of Commons Treasury Committee, 22 February 2015
2  ‘HM Treasury review of the Office for Budget Responsibility’, HM Treasury, 3 September 2015
3  Budget Responsibility and National Audit Act 2011’, Schedule 1, Section 16
4 ‘External Review of the Office for Budget Responsibility’, Kevin Page, 3 September 2014
5 Autumn Statement 2013’, Cm 8747, HM Treasury, 5 December 2013, Paragraph 1.139
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The terms of reference of the review set out that its objective would be to “assess the 
effectiveness of the OBR in enhancing UK fiscal credibility” and “in light of this assessment 
and the findings of the External Review… consider what further steps should be taken.”6 
The review adopted the Organisation for Economic Cooperation and Development’s 
(OECD’s) 22 principles for independent fiscal institutions as the criteria for assessing the 
independence and effectiveness of the OBR.7

The Chancellor formally requested that the HM Treasury review be led by Sir Dave 
Ramsden. Sir Dave has been involved in forecasting for three decades and has worked on 
a broad range of economic and fiscal issues. Sir Dave was also involved in establishing the 
OBR in 2010, giving him a detailed knowledge of the background to the Office’s creation 
and operation. The Chancellor asked Sir Dave to lead the review in light of this extensive 
experience and expertise, confident that Sir Dave would conduct an expert analysis of the 
evidence gathered for the review.

The review drew on a broad range of evidence, including analysis from the independent 
external review led by Kevin Page, feedback from the International Monetary Fund and 
the OECD, and views of representatives from independent fiscal institutions and other 
analytical organisations. The government is fully satisfied that the conclusions of the 
review reflect a thorough and balanced consideration of the evidence and as such it has 
accepted its recommendations in full.

The government welcomes the recommendations from the committee which align with 
the conclusions of the review, including those on BRC working arrangements; long-
term succession planning; and refreshing the Memorandum of Understanding. The 
government does however note that the conclusions reached by the committee appear to 
focus on only a limited subset of the areas covered in the review of the OBR. The review 
considered a broad range of issues and made recommendations in a number of other 
areas which are not mentioned in the committee’s report. These include the OBR’s access 
to information – particularly in light of fiscal devolution; production of more extensive 
analysis on fiscal risks; improving the accessibility of the information the OBR produce; 
and more systematic engagement with Parliament and devolved administrations.

The committee has advocated some of these other recommendations elsewhere. 
Specifically, the recommendation to move long-term projections to a two year timetable 
was previously suggested by the committee.8 Members of the committee also spoke in 
favour of other review recommendations when taking evidence on the review, such as the 
production of a regular fiscal risks report.9

The government recognises the important contribution the OBR has already made 
to improving the UK’s fiscal credibility and believes implementing the review’s 
recommendations will secure the OBR’s ability to continue doing so in the future.

6 ‘HM Treasury led review of the Office for Budget Responsibility: terms of reference’, HM Treasury, 11 June 2015
7 See ‘Recommendation of the Council on Principles for Independent Fiscal Institution’, OECD, 2014 and ‘Public 

Governance and Territorial Development Directorate’, OECD
8  ‘OBR Fiscal sustainability report 2013: Eighth Report of Session 2013–14’, House of Commons Treasury 

Committee, 2014
9  George Kerevan MP - ‘Review of the scope and performance of the Office for Budget Responsibility- oral 

evidence’, Question 33, Treasury Committee, 14 October 2015
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Succession planning

Sir David recommended in his Report that prospective BRC members be offered part-
time working arrangements. In evidence he said that this flexibility could not apply 
to the fiscal expert on the BRC. Given the difficulties of replacing Graham Parker, 
it would seem particularly important to offer flexible working arrangements for this 
post in order to broaden the potential base of candidates. (Paragraph 9)

The current Parliament will see the first changes to the OBR’s senior leadership 
since it was put on a statutory footing. It has been widely argued – not least by the 
independent review conducted by Kevin Page – that the OBR’s early success has been 
closely linked to the quality of its current leadership. Arguably, the OBR does not yet 
have an institutional reputation distinct from that leadership, making the succession 
process a risk to its credibility. The committee agrees with the findings of both OBR 
reviews about the importance of long-term succession planning and welcomes Sir 
David’s assurances that work to find replacements for Professor Nickell and Graham 
Parker is already underway. (Paragraph 12)

The importance attached to succession planning by both OBR reviews is at odds 
with the Chancellor’s late announcement of his preference for Robert Chote to be 
reappointed as Chairman of the OBR. The committee has recently recommended that, 
in the absence of exceptional circumstances, nominations to the BRC should be made 
by the Chancellor at least four and a half months before the postholder plans to leave 
office. The committee expects the Treasury to adhere to this timetable. ‘Exceptional 
circumstances’ do not include general elections taking place under Section 1 of the 
Fixed Term Parliaments Act 2011 or regular fiscal events such as the Budget and 
Autumn Statement. (Paragraph 13)

The government agrees with Sir Dave Ramsden’s review and the committee’s report that 
securing high quality members of the BRC is key to the continued success of the OBR. The 
government will take the actions necessary to achieve this.

The review states:

“The Treasury, working in partnership with the OBR, should put in place a succession 
plan to help manage the transition of the BRC membership. To deliver this:

• the Treasury should seek candidates both within the UK and internationally

• there should be increased flexibility in job description (full-time or part-time 
opportunity) to increase the pool of potential candidates”10

BRC roles will be offered with flexible working patterns in order to ensure that the most 
suitable persons are appointed to the committee.

As the committee is aware, work to find replacements for the current BRC members is 
already underway. Since the publication of the report, the Chancellor has written to the 
committee on 18 March to inform them that the job advertisement for Sir Steve Nickell’s 

10 ‘HM Treasury review of the Office for Budget Responsibility’, HM Treasury, 3 September 2015, Page 8
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successor had been posted. Consistent with the review recommendations, the position has 
been offered both on a part and full time basis and the application period was sufficient for 
international candidates to apply.

Sir Steve Nickell intends to step down from the BRC in December 2016. The current 
timetable for the recruitment process is designed to ensure that the Chancellor’s 
announcement on the nominated successor will be four and a half months prior to the new 
candidate’s intended start date. This will be in line with the committee’s recommendation 
for the timing of announcements of nominations for appointments. The government is, as 
always, grateful for the support of the Chair and committee members in scheduling the 
pre-appointment hearings for the BRC appointments.

The Memorandum of Understanding between the OBR and 
government departments

Exceptional pre-release access is intended to improve the accuracy or usefulness of the 
Budget or Autumn Statement. The current Memorandum of Understanding does not 
sanction any changes, factual or otherwise, to the OBR’s publications as a consequence 
of their availability under these arrangements. It is clear that the Economic and Fiscal 
Outlook benefits from a fact- checking and quality assurance process involving officials 
in other government departments.

Provision for officials to request factual changes during the exceptional pre-release 
access period should be more clearly set out in the Memorandum of Understanding, as 
should the scope and limits of acceptable requests. (Paragraph 33)

Some of the requests made by the Treasury for changes to the December 2014 Economic 
and Fiscal Outlook strayed beyond the factual. It is concerning that Treasury officials 
did not recognise that these requests were inappropriate. They appear to have been 
made routinely at previous fiscal events. Sir David’s comment that “we did not think 
that it was a big issue at all” does little to assuage the committee’s concerns about a lack 
of understanding in the Treasury about the importance of the OBR’s independence. 
The OBR’s independence—and public confidence in its independence—is a precious 
asset that is hard-earned and easily squandered. (Paragraph 34)

Evidence received by the committee of requests for changes to the Economic and Fiscal 
Outlook originating from the then Chief Secretary is particularly concerning. It is far 
from clear why ministers should have the opportunity to offer views to the OBR during 
the exceptional pre- release access period when, given the level of technicality, it is 
highly unlikely that they could make constructive contributions to any fact-checking 
and quality assurance process. Pre-release access should be limited to the minimum 
number of people necessary for this purpose. If ministers require early sight of the 
OBR’s draft publications for other purposes, this should separately be made clear in 
the Memorandum of Understanding. (Paragraph 35)

A number of Treasury requests for non-factual changes appear to have been taken 
on board by the OBR. This is unacceptable. The removal of words such as ‘topslice’ 
to describe spending cuts, and ‘complicated’ to describe the then government’s fiscal 
assumption, cannot be held to have improved the clarity of the Economic and Fiscal 
Outlook, nor did they make it more factually accurate. Nonetheless, the committee 
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is satisfied that, on this occasion, the changes the OBR made in response to Treasury 
requests made no material difference to the analysis contained in the final document. 
(Paragraph 36)

The committee has confidence in Robert Chote’s personal resilience to pressure from 
ministers and officials, and his willingness to speak his mind. It is also encouraged by 
evidence from the email exchanges of the assertiveness of OBR staff in dealing with the 
Treasury. However, if the OBR is to remain demonstrably institutionally independent, 
the terms of engagement with government departments must be clarified. At a 
minimum, a revised Memorandum of Understanding should explain the purpose of 
exceptional pre-release access, which ministers and officials are granted access and 
why, and the sort of changes to OBR documents that are envisaged during this period. 
(Paragraph 37)

The OBR requires a close working relationship with government departments, based 
on free and frank exchange at official level. The subjection of all communications 
between OBR staff and government officials to routine public scrutiny could prejudice 
this relationship. However, the committee considers the exceptional pre-release access 
period to be a particularly sensitive time, not least because it is the Treasury’s first 
opportunity to see the OBR’s conclusions and judgements in full. The committee may, 
from time to time, repeat the exercise it has carried out on this occasion, to ensure 
that ministers, special advisers or officials have not sought to influence the OBR’s 
judgements and conclusions. (Paragraph 38)

The government agrees with the committee that maintaining both the practical 
independence and independent reputation of the OBR is important. When the government 
established the OBR in 2010, independence and transparency were introduced to UK 
economic and fiscal forecasting processes for the first time ever. The Memorandum of 
Understanding (MoU) between the OBR and government departments was one of a 
number of safeguards put in place in 2010 to protect the Office’s independence.

While none of the seven emails published alongside the report reveal any attempt to 
pressure the OBR, existing processes have been strengthened within the Treasury to 
ensure that comments sent to the OBR are strictly compliant with the MoU requirements. 
During the pre- release period immediately before Budget 2016, comments submitted to 
the OBR were subjected to increased levels of senior oversight. The Treasury will continue 
to operate these strengthened processes at future fiscal events.

As the committee notes, the OBR have also introduced a new process whereby their non-
executive members, Lord Burns and Dame Kate Barker, will review any correspondence 
that OBR staff feel breaches the MoU requirements.11 That review will take place after 
each fiscal event and any concerns the non-executive members have will be raised with 
the Treasury’s Permanent Secretary or the Treasury Select Committee if they deem this 
appropriate.

The review recognised that there was “value in the OBR and forecasting departments 
collectively reviewing the MoU five years on, and assessing whether any processes need to 
be updated or refreshed”.12 The OBR and relevant forecasting departments will refresh the 
11 ‘Reviewing the Office for Budget Responsibility’, House of Commons Treasury Committee, 22 February 2015, 

Paragraph 26
12 ‘HM Treasury review of the Office for Budget Responsibility’, HM Treasury, 3 September 2015, Page 14
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MoU this summer in accordance with the review’s recommendations. The points raised 
by the committee in this report, specifically on pre-release arrangements, will be taken 
into consideration during this process.

The committee and the OBR Chair both highlight the benefits of the OBR’s process for fact 
checking the EFO with government departments.13 The government recognises the need 
to safeguard the OBR’s independence whilst preserving the open and frank discussion 
between the OBR and government departments necessary for it to carry out its remit. The 
steps already taken and those planned for the summer will ensure the correct balance 
between these priorities is maintained.

“Party policy costings”

The terms of reference of the Treasury-led review required Sir David to “assess the 
effectiveness of the OBR in enhancing UK fiscal credibility”. Sir David told us that 
he took “UK fiscal credibility” to mean the credibility of the existing government’s 
fiscal programme, rather than the credibility of parties that might imminently form a 
government. By interpreting the terms of reference in this narrow way, Sir David was 
logically bound to reach the conclusion on the costing of party policies that he did. 
(Paragraph 44)

The benefits to fiscal credibility of the OBR carrying out party policy costings before 
general elections are now becoming clear. Had it been able to do so at the last election, 
the public would now have to hand a more rigorous assessment of the costs of the 
present government’s manifesto pledges. As it stands, the OBR—even now—has not 
assessed the implications of these commitments because the government has chosen 
not to identify them as ‘formal policy’ measures. The current arrangements permit 
prospective governments to make fiscally incredible pledges in their manifestoes, but 
avoid full and timely accountability for them once in office. (Paragraph 45)

The committee is unconvinced by the discussion and conclusion on opposition policy 
costings in Sir David’s review. First, the review’s independence from the Chancellor, 
whose opinion on this question it reflects in every respect, is highly questionable. 
Second, Sir David did not consult the other political parties about it. Third, even 
among those whom it did consult, it is far from clear where the balance of opinion lies, 
or that the views they expressed are accurately represented in the report. (Paragraph 
53)

Sir David’s evidence to the committee on opposition policy costings did nothing to 
assuage our concerns that he had interpreted and selected evidence to confirm the 
prior view of the Chancellor. The Review’s discussion and conclusions on opposition 
policy costings add nothing. The matter is an open question for further consideration 
by this committee and Parliament as a whole. (Paragraph 54)

The review conducted a thorough analysis of a broad evidence base before reaching 
conclusions on extending the remit of the OBR. The review’s conclusions draw on the 
analysis and recommendations of the external review led by Kevin Page, in-depth 
comparative analysis of fiscal councils in the other OECD countries and views of a wide 

13 ‘Reviewing the Office for Budget Responsibility’, House of Commons Treasury Committee, 22 February 2015, 
Paragraph 33 and ‘Letter from Robert Chote, Chairman, OBR, to Rt Hon. Andrew Tyrie MP 18 December 2015’
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range of stakeholders collected as part of the review. The review considered in detail the 
arguments for and against extending the OBR’s remit, providing a full analysis of the costs 
and benefits of doing so.

The independent external review led by Kevin Page concluded on expansions to the 
OBR’s remit that “given that the organisational underpinnings of the OBR are in their 
institutional infancy and are interdependent with a host of government departments and 
agencies, it is recommended that caution be exercised in considering the expansion of the 
OBR’s mandate (e.g. costing certification of opposition manifestos).”14 In reaching this 
conclusion, the Page Review consulted with the Treasury Select Committee Chairman, 
committee members, members of the opposition, and others – including Ed Balls, former 
Shadow Chancellor of the Exchequer. The HM Treasury review’s conclusions in this area 
are largely consistent with those reached by the external review.

The HM Treasury review conducted further in depth comparative analysis on international 
fiscal councils to strengthen the evidence base of the Page review.15 The analysis showed 
that 2 of the 17 fiscal councils in OECD countries currently have a role in costing election 
platforms, the Central Planning Bureau (CPB) in the Netherlands and the Parliamentary 
Budget Office (PBO) in Australia. The CPB only began costing election platforms 40 years 
after its establishment while the PBO was explicitly set up to cost election commitments, 
taking over this role from the government, and does not produce the official forecast.

The review also conducted detailed primary research to gather stakeholder views on 
expanding the OBR’s remit, carrying out a variety of roundtable events, seminars, group 
discussions, bilateral meetings, and questionnaires. The review team agreed during the 
stakeholder engagement process not to make stakeholders’ individual views public, in 
order to enable frank and open discussions about the OBR. However they are able to 
provide additional detail on the proportion of stakeholders who held the views reflected 
in the review.

Slightly over half of the stakeholder discussions recognised that the production of 
alternative policy costings could be beneficial to public debate. However, stakeholders in 
over three quarters of the discussions noted risks to the OBR were it to take on this role. 
Over half of those stakeholder discussions revealed a belief that this added function could 
draw the OBR into political debate, and a similar number felt that the core publications 
of the OBR could be adversely effected by an extended remit. In over a third of the 
discussions stakeholders highlighted that these risks are elevated when asking a relatively 
young institution to produce opposition costings.

The government disagrees that the current framework prevents the OBR from effectively 
holding governments to account. All firm policies which the government has chosen to 
implement are reflected in the forecasts produced by the OBR. The OBR’s forecasts and 
additional analysis therefore provide a valuable tool for holding the government to account 
for the consequences of its fiscal policy. Policies which are not firm are noted by the OBR 
in the EFO as a source of risk to the central forecast, including manifesto proposals where 
detail has not been set out. This approach has been adopted in the past and was adopted, 
for example, in the OBR’s March 2016 Economic and fiscal outlook.16

14 ‘External Review of the Office for Budget Responsibility’, Kevin Page, 3 September 2014, Page 14
15 ‘HM Treasury review of the Office for Budget Responsibility’, HM Treasury, 3 September 2015, Chapter 2
16 ‘Economic and fiscal outlook’, Office for Budget Responsibility, March 2016, Paragraph 4.9
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The government understands the committee’s position on this proposal and the importance 
it attaches to the matter. However, the government is satisfied that this proposal has been 
considered in detail and recognises that the conclusion of the review reflects the views 
of both the external review of the OBR and the views of stakeholders. The government is 
therefore confident that the recommendation of the review against expanding the remit of 
the OBR is correct for this Parliament.

Progress against delivery of the review recommendations

The review recommended that the Treasury and the OBR should provide the Chancellor 
and the Chair of the Treasury Select Committee with an update on progress against the 
recommendations in the autumn of 2016.17 The Treasury has already delivered a number 
of the recommendations.

Firstly, the OBR’s budget has been set and extends to 2020–21, in line with the review’s 
recommendations and international best practice.18 Additional funding has also been 
allocated to the OBR to support delivery of the recommendations.

The updated Charter for Budget Responsibility was approved by Parliament on 14 October 
2015 to reflect the fiscal rules of the new government. It was also updated to incorporate 
the review recommendations. Long-term projections are now to be produced to a two-
year timetable.19 This change will enable the OBR to meet the new requirement for the 
OBR to produce a regular report on fiscal risks once every two years. The government will 
provide a response to that report.20 Finally, the charter enshrines the requirement for the 
OBR to produce an annual Welfare Trends report.21

Consistent with the OECD Council’s principles on Independent Fiscal Institutions, the 
review recommended that the government should take legislative opportunities as they 
appear to ensure that devolved administrations are also required to provide information 
to the OBR where relevant to their forecasts. The Scotland Act 2016 which received Royal 
Assent on 23 March 2016 has a new clause on the “Provision of information to the Office 
for Budget Responsibility”.22

The published agreement between the Scottish and UK governments on the Scottish 
government’s fiscal framework and the supporting technical annex reference a 
Memorandum of Understanding to be put in place between the OBR and the Scottish 
Fiscal Commission and Scottish government.23 This will ensure reciprocal exchange of 
information between the bodies and was also recommended in the review.

The government is also in the process of delivering the review’s recommendations on 
succession planning. As highlighted earlier in this response, the appointment process 
for Sir Steve Nickell’s replacement is already underway. The Chancellor has notified 
the committee of the current timetable which should ensure that the Chancellor’s 

17 ‘HM Treasury review of the Office for Budget Responsibility’, HM Treasury, 3 September 2015, Page 18
18 Ibid, Page 7, and see ‘Recommendation of the Council on Principles for Independent Fiscal Institution’, OECD, 

2014 and ‘Public Governance and Territorial Development Directorate’, OECD
19 ‘Charter for Budget Responsibility: autumn 2015 update’, HM Treasury, October 2015, Paragraph 4.15
20 Ibid, Paragraph 4.16
21 Ibid, Paragraph 4.17
22 ‘Scotland Act 2016’, Section 23
23 ‘The agreement between the Scottish government and the United Kingdom government on the Scottish 

government’s fiscal framework’, HM government and The Scottish government, February 2016, Paragraph 83
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announcement on the successor will be four and a half months prior to their intended 
start date. The job is being offered as either a full or part time role and is open to both 
domestic and international candidates.
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