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Summary. — Increased fiscal transparency is associated with improved budgetary outcomes, lower sovereign borrowing costs, decreased
corruption, and less creative accounting by governments. Despite these benefits, hardly any effort has been invested in exploring the
determinants of fiscal transparency. Using a new 85-country dataset, we focus on two important sources of domestic demand for open
budgeting: citizens and legislators. Our results suggest that free and fair elections have a significant direct effect on budgetary disclosure,
and that they dampen the adverse effect on fiscal transparency of dependence on natural resource revenues. We also find that partisan
competition in democratically-elected legislatures is associated with higher levels of budgetary disclosure.
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1. INTRODUCTION

Evidence on the benefits of transparency for economic and
governance outcomes is mounting (Hameed, 2005; Islam,
2003). With regard to budget (or fiscal) transparency, a key
dimension of government openness, empirical studies have
found that it improves fiscal performance (Alt & Lassen,
2006a, 2006b), lowers sovereign borrowing costs (Glennerster
& Shin, 2008), decreases corruption (Reinikka & Svensson,
2004), and limits creative accounting (Alt, Lassen, & Wehner,
2012). The International Monetary Fund (International Mon-
etary Fund, 2007a, p. 8) maintains that budget transparency
“helps to highlight potential risks to the fiscal outlook that
should result in an earlier and smoother fiscal policy response
to changing economic conditions, thereby reducing the inci-
dence and severity of crises.” 1 Others argue that governments
have a moral obligation to their citizens to be transparent
about their handling of taxpayers’ money and describe this
as a “basic right” (Fölscher, Krafchik, & Shapiro, 2000, p.
5). Some authors highlight potential limits of fiscal transpar-
ency (Heald, 2003; Kolstad & Wiig, 2009), but on balance
there is exceptionally strong agreement on the content and
desirability of transparent budgetary practices (Petrie, 2003).

Despite this growing interest, hardly any effort has been in-
vested in exploring the determinants of fiscal transparency.
This is perplexing. Given the widespread agreement that fiscal
transparency is desirable, surely the next question to ask is
how to obtain it. Thus far, however, there is only one compre-
hensive quantitative study of the causes of fiscal transparency:
Alt, Lassen, and Rose (2006) consider the evolution of trans-
parent budget procedures in the US States and find that it is
affected by political dynamics as well as past fiscal conditions.
Surprisingly, there is no comparably thorough investigation of
this question with cross-national data. 2 This paper contributes
toward filling this gap with a first look at the political determi-
nants of fiscal transparency across countries. Specifically, we

explore the role of two important sources of domestic demand
for fiscal transparency: citizens and legislators. A govern-
ment’s decision to publish or withhold information is inher-
ently political, and we expect it to be influenced by citizens
through their exercise of the right to vote, and by the nature
of party politics and political competition. We explore these
relationships with a uniquely detailed dataset of budget trans-
parency in 85 countries developed by the International Budget
Partnership (2009a).

This analysis makes an important contribution to under-
standing important determinants of fiscal transparency, but
it also helps to advance the wider literature on “the quality
of government” (La Porta, Lopez-de-Silanes, Shleifer, & Vish-
ny, 1999). One of the disadvantages of this literature is that it
relies heavily on subjective measures in its assessment of as-
pects of the quality of government, and on general labels such
as “government effectiveness,” “rule of law,” or “control of
corruption” (Kaufmann, Kraay, & Mastruzzi, 2009). Fiscal
transparency can be measured objectively, in contrast to a
swathe of more amorphous measures of the quality of govern-
ment. Moreover, we study a very specific attribute of the qual-
ity of government, that is, the extent to which governments
provide fiscal information to the public. This approach is in
line with prominent calls for the development and use of a sec-
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ond generation of governance indicators that are more “insti-
tutionally specific” (Knack, Kugler, & Manning, 2003, p. 346).
A related advantage of our approach is that, by focusing on a
specific element of governance and a particular aspect of trans-
parency, it may be easier to assess the plausibility of the under-
lying causal arguments. In short, we add a new layer of
specificity to the literature on “the quality of government.”

The paper is structured as follows: In Section 2, we com-
mence by defining fiscal or budget transparency. We also dis-
cuss the main frameworks that have been used to assess the
extent of executive disclosure of fiscal information, as well as
their advantages and disadvantages. In Section 3, we draw
on the broader literature on governance and the more limited
research on fiscal transparency to develop a set of testable
hypotheses about the political determinants of budget trans-
parency. Our focus is on citizens and legislators as two major
sources of demand for fiscal disclosure by the government. We
conclude this part with a discussion of other covariates and re-
lated data issues. Section 4 reports the main results, while the
conclusion assesses the implications and opportunities for fur-
ther research.

2. ASSESSING THE SUPPLY OF FISCAL INFORMA-
TION

The systematic assessment and measurement of fiscal disclo-
sure is a relatively recent phenomenon. In little more than a
decade, three major initiatives have emerged, which we review
below. 3 Unlike in the broader literature on “governance,” a
comparison of these initiatives reveals a strong consensus
about the meaning of fiscal transparency (Petrie, 2003), pithily
summarized by the Organization for Economic Cooperation
and Development (2002, p. 7) as “the full disclosure of all rel-
evant fiscal information in a timely and systematic manner.”
Kopits and Craig (1998, p. 1) elaborate:

Fiscal Transparency is. . . openness toward the public at large about
government structure and functions, fiscal policy intentions, public sec-
tor accounts, and projections. It involves ready access to reliable, com-
prehensive, timely, understandable, and internationally comparable
information on government activities—whether undertaken inside or
outside the government sector—so that the electorate and financial
markets can accurately assess the government’s financial position
and the true costs and benefits of government activities, including their
present and future economic and social implications.

One major initiative that promotes fiscal transparency, the
OECD’s (2002) “Best Practices for Budget Transparency,”
recommends a menu of seven types of budgetary reports to
maximize fiscal disclosure. This list comprises a comprehensive
budget with performance data and medium-term projections,
a pre-budget report stating the government’s economic and fis-
cal policy objectives and intentions over the medium term,
monthly implementation updates, a more comprehensive
mid-year update on budget execution, an independently au-
dited year-end report released within six months of the end
of the fiscal year, a pre-election report that illuminates the gen-
eral state of government finances immediately before an elec-
tion, as well as a long-term report to assess the sustainability
of current policies. The OECD also recommends several spe-
cific disclosures, for instance in relation to economic assump-
tions, tax expenditures, pension obligations, and contingent
liabilities. Finally, it highlights several practices to ensure
integrity and accountability. These include clear accounting
policies, as well as systems that ensure effective internal
financial control, external audit, and legislative scrutiny and

oversight. Governments or independent researchers can use
these standards to assess the transparency of budget systems
(Benito & Bastida, 2009), but the OECD itself does not carry
out systematic assessments of member countries.

The IMF first published its “Code of Good Practices on Fis-
cal Transparency” in 1998, with updates in 2001 and 2007
(International Monetary Fund, 2007b). The code has four sec-
tions. The first considers the clarity of roles and responsibili-
ties, including the role of government and the public sector
in the economy, as well as the legal and administrative frame-
work. The second section deals with public availability of
information on past, current, and projected fiscal activity,
and the timeliness of relevant publications. Open budget prep-
aration, execution, and reporting are the subject of the third
part, which stresses the specification of fiscal policy objectives,
the macro-economic framework, the policy basis of the bud-
get, and identifiable fiscal risks. It also requires a presentation
format to facilitate analysis and accountability, clear proce-
dures for execution and monitoring, as well as regular report-
ing to the legislature and the public. The focus of the final
section is on assurances of integrity, which entails the provi-
sion of fiscal data according to data quality standards and
the independent scrutiny of fiscal information. Together with
the accompanying manual (International Monetary Fund,
2007a), the code provides a detailed assessment framework.
Unlike the OECD, the IMF formally assesses compliance with
the code as part of the Reports on the Observance of Stan-
dards and Codes (ROSC) initiative. However, the IMF does
not produce an official composite indicator that promotes
cross-national comparison, although individual researchers
have used the results for this purpose (Hameed, 2005; Weber,
2012). It is also important to note that the IMF cannot unilat-
erally prepare these reports. They require an official request by
a country’s government, which also has to consent to the pub-
lication of the results. By September 2010, reports for 92 coun-
tries had been published, 27 of which also had updates or
complete reassessments. 4

The International Budget Partnership, a non-governmental
organization, carries out the most comprehensive effort to as-
sess budget transparency, with an explicit aim to compare dis-
closure across countries. Following a pilot survey in 2005, the
organization launched the Open Budget Index (OBI). The in-
dex is based on 91 questions from an extensive questionnaire,
which focus on the public availability of key budget documents
similar to those propagated by the OECD and the IMF: The
executive budget proposal and supporting documents, an easy
access summary for the wider public in the form of a “citizen
budget,” a pre-budget statement, in-year reports and a mid-
year review, as well as a year-end and audit reports. The index
is calculated as a simple average of the individual scores for
each question, and can range between 0 and 100. 5 The data
are subjected to internal review as well as a peer review process,
the results of which are published along with any editorial deci-
sions (International Budget Partnership, 2009a). 6

The OBI data show that in 2008 budget transparency varied
greatly across a global sample of 85 countries. Figure 1 reports
the country scores that we use in our empirical analysis. Coun-
tries can be divided into five groups based on their overall index
scores, distinguishing governments that disclose extensive (81–
100), significant (61–80), some (41–60), minimal (21–40), and
scant or no information on the budget (0–20). The results reveal
that only five countries provide extensive budget information to
the public, while 25 countries present scant or no information at
all. A separate summary report (International Budget Partner-
ship, 2009a) provides further details (see also note 6).
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