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Abstract

The aim of this study was to analyze the relationship between the fiscal transparency of national
governments and their political characteristics. The sample is composed of 115 countries, with
a longitudinal analysis of the total and subsequently of the groups of Developed and Developing
countries. As a proxy for fiscal transparency, we opted for the use of the Open Budget Index,
which was related to country political variables in three multiple linear regression models with
panel data, one global and one for each development group. Beyond the increase in the number
of countries over the years and the geographical concentration of homogeneous behaviors of
the OBI, the results showed that developing countries tend to have higher rates of fiscal
transparency when they have a parliamentary government system, in which the opposition has
representation in the legislature and the freedom of information legislation is older. On the other
hand, in developed countries fiscal transparency was positively related to the degree of
democracy and low perceived corruption, in addition to the parliamentary system. We
concluded that political variables are more related to fiscal transparency in Developed countries
than in Developing ones and that, despite the relevance of democratic maturity and the control
of corruption, they are more determinant variables for fiscal transparency when the country
reaches a certain level of development. Therefore, the adoption of practices to promote fiscal
transparency depends, mainly: on the application of the freedom of information laws in
Developing countries and their concomitant inspection by the legislature and society; and
strengthening democratic institutions and corruption control bodies in developed countries.

Keywords: Political variables. Open Budget Index. National governments. Developed
countries. Developing countries.

1 Introduction

From the social concern regarding the control over the initiatives of public managers
emerges the thematic transparency in public administration, in which there is interest on the
part of the citizens regarding the implemented policies, having been debated in the national and
international literature under different approaches, which be it the accounting, budgetary,
purchasing process and media transparency (Zuccolotto et al., 2015). Among these, it is
highlighted that for the effective control of financial control it is necessary to prepare and
disclose more transparent budgets and public balance sheets, which is called fiscal or budgetary
transparency (Zuccolotto & Teixeira, 2014a).

Conceptually, the International Monetary Fund (IMF) defines fiscal transparency as “the
information available to the public about the government’s fiscal policy-making process”,
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present in public tax reports, that must have features of “clarity, reliability, frequency,
timeliness, and relevance” (International Monetary Fund, 2018, p. 1). Thus, it provides a
comprehensive view of the government budget, in addition to the result of public policies,
stimulating good governance and helping to fight corruption (International Monetary Fund,
2016).

Those factors, in turn, tend to assist in the achievement of financial and economic
stability by increasing the credibility of budget planning and market confidence, with better
budget outcomes, lower borrowing costs and “less creative” accounting by governments
(Wehner & De Renzio, 2013).

In relation to this fiscal approach to transparency, the literature has presented
discussions on financial responsibility in the public sector, highlighting the pressures exerted
by stakeholders on public administrators in order to disseminate high quality information, thus
achieving sustainable financial balance (Puron-Cid & Rodriguez Bolivar, 2018).

To fulfill these requirements of accountability and transparency in the public sector,
providing understandable financial information is a relevant way of meeting social demands
(Wang, 2002). However, both in national and subnational contexts, the environments in which
public actors are inserted can be complex, providing different conditions for the promotion of
transparency.

With this, the scientific academy has been dedicated to the study of the contextual
determinants of fiscal transparency, focusing on the factors that can be related to its promotion.
Thus, based on previous studies, some papers (Alcaide Muifioz et al., 2017; Puron-Cid &
Rodriguez Bolivar, 2018; Rodriguez Bolivar et al., 2013; Zuccolotto & Teixeira, 2017) have
provided an overview of what the vast literature on the subject has identified as converging
factors. Among these factors, also called determinants of fiscal transparency in public
administration, social, economic, fiscal, political, organizational, institutional, access to
information and levels of government determinants, which influence the disclosure of financial
information of the loved ones.

However, to date, empirical contributions have produced mixed results, with no
consensus in the literature on the identification of the real determinants of fiscal transparency
(Cicatiello et al., 2017). On the other hand, it seems consensual that among the knowledge
learned by researchers in the field in the last 20 years of research, the dependence relationship
between the effectiveness of transparency and the social and political contexts is highlighted,
inferred from comparisons between democracies and autocracies, of studies on the inconsistent
effects of resource dependence and low levels of literacy and empowerment (Alt, 2019).

In this sense, in this analysis we have chosen to focus specifically on investigating the
political determinants of countries’ fiscal transparency. Considering that fiscal reforms to
promote transparency need to be implemented by political actors, it is crucial to understand the
political factors for improving transparency (Cicatiello et al., 2017).

Therefore, the objective of this paper is to analyze the relationship between the fiscal
transparency of national governments and their political characteristics. Specifically, we intend
to analyze the behavior of this relationship for groups of developed and developing countries.

Previous studies have addressed specific aspects in the investigation of political factors
and fiscal transparency in countries. Benito and Bastida (2009) studied an international
comparison involving 41 countries, assessing the relationship between budget transparency,
fiscal status and political participation. Wehner and De Renzio (2013) , on the other hand,
investigated a sample of 85 countries for the year 2008, focusing on two sources of domestic
demand for an open budget: citizens and legislators. Finally, Cicatiello et al. (2017) analyzed
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panel data (2003-2013) on a set of political variables and their effects on the level of fiscal
transparency in 36 democratic countries.

This paper offers innovation to the literature, since it proposes consolidation of
perceptions about political determinants, covering a larger number of countries (115), current
data (2017) and a longitudinal analysis. In addition, it adds perceptions regarding the behavior
of political determinants and fiscal transparency in developed and developing countries, a depth
that is still little present in academia. According to Cucciniello et al. (2017), despite the growth
of research on transparency in the past 25 years, most transnational studies tend to focus on
developed nations, with a considerable research deficit focused mainly on countries in Latin
America, Africa and Asia.

Regarding the delineations of this paper, we emphasize that, even recognizing the role
of other countries' characteristics in the performance of fiscal transparency, we chose to analyze
specifically the political factors. In addition, among the various analytical perspectives related
to transparency, in this study we delimit the analysis specifically from its fiscal (or budgetary)
perspective.

Additionally, we chose a transnational study because there is a greater incidence of
studies on transparency at regional and local levels (Bakar & Saleh, 2015), to the detriment of
investigations at the transnational level, which is considered surprising by the literature and
which motivates the deepening of discussions involving countries (Arapis & Reitano, 2018;
Wehner & De Renzio, 2013). Further in-depth discussions at the transnational level would be
important, since internal actions to promote transparency at the subnational level are derived
from choices made by countries, which internally disseminate open budget practices.

Finally, conducting this investigation is important to add current insights to national and
international literature and to consolidate knowledge of the political determinants of fiscal
transparency in developed and developing countries. Thus, the results of this paper will
contribute to direct public managers in adjusting the national public policy agenda to promote
budget transparency and in directing the stages of these policies for its formulation,
implementation, evaluation and adjustments.

2 Literature Review

The international literature has researched the transparency of governments at local,
regional and national levels, with investigations mainly related to the assessment of entities
from a fiscal perspective (or budget), as well as the factors that motivate them to have better
performances, with emphasis on studies on their own characteristics and about the context in
which the governmental entity is inserted.

The relationship between transparency and these factors originated from studies that
sought to understand the determinants of the financial conditions of government organizations,
highlighting, as highlighted by the literature (Rodriguez Bolivar et al., 2013), papers like those
of Baber (1983), Evans and Patton (1983, 1987), Ingram (1984), Baber and Sen (1984), Robbins
and Austin (1986), Ingram and DelJong (1987) and Giroux (1989), which addressed the
institutional and environmental factors that affected the situation of public bodies.

However, “even though the 1990s saw increased attention to information, opportunism,
and verification”, it was only from the end of the decade that regulatory institutions and
academia mentioned specifically the term "transparency” (Alt, 2019, p. 6). Since then, several
studies have appeared on the contextual determinants of transparency, that is, the factors that
can be related to its promotion.
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Among the pioneers in research on the electronic availability of government budget data
and its determining factors, the article by Bellver and Kaufmann (2005), who analyzed 194
countries and built a transparency index with two components, related to economic/institutional
transparency and political transparency, stands out. The findings of this paper consisted of a
positive association between transparency and better indicators of socioeconomic and human
development, high levels of competitiveness and low corruption (Bellver & Kaufmann, 2005).

The paper of Alt, Lassen and Rose (2006) is also an important contemporary reference
on the causes of fiscal transparency. Analyzing data from American states over three decades
(1972-2002), the authors conceptually and empirically investigated the determinants of fiscal
transparency, concluding that both political (political competition, power sharing, political
polarization) and fiscal variables (past fiscal conditions, budget imbalances) affect states' levels
of fiscal transparency (Alt et al., 2006).

Serrano-Cinca, Rueda-Tomas and Portillo-Tarragona (2009) empirically addressed the
determinants of voluntary disclosure of information over the internet (e-disclosure) by local
Spanish public administrations, concluding that the factors that encourage such disclosure are
related to political aspects (political competition) and the local context (size of the municipality,
quality of life, level of education, levels of income, media pressure and type of entity).

Also at the local level, Polo-Otero (2011) analyzed 680 municipalities in the Catalonia
region, aiming to identify the political, socioeconomic and fiscal factors that determine the level
of fiscal transparency at the municipal level, and Caamafio-Alegre et al. (2013) analyzed 33
municipalities, using a questionnaire with questions based on the Code of Good Practice for
Fiscal Transparency (2007), published by the IMF. Polo-Otero (2011) concluded that so many
political variables (electoral competence, political participation), such as sociodemographic
(population size) and fiscal variables (debt per capita), affect levels of transparency. Caamafio-
Alegre et al. (2013, p. 203) confirmed some findings already pointed out in the literature, but
highlighted other new factor relationships with fiscal transparency, such as unemployment and
negative relationships with political coalitions and positive with fiscal debt, “suggesting that
governments are more prone to enhance transparency when inheriting a heavy fiscal burden
(high debt) and enacting sound spending policies (low deficit)”.

Guillamén, Bastida and Benito (2011) analyzed the impact of political and
socioeconomic factors on financial transparency in the 100 largest municipalities in 2008,
showing that the investigated municipalities were providing financial information beyond legal
requirements, exceeding the required mandatory disclosures. They showed that for the surveyed
municipalities, the variables population size, taxes collected and transfers received per capita
were positively related to transparency, in addition to the left political ideology (Guillamon et
al., 2011).

Compiling previous results and presenting another look at the determinants of
transparency in local governments, Del Sol (2013) addressed institutional, economic and social
factors, in addition to broadening the traditional fiscal focus of the concept of transparency,
including corporate, social, hiring and planning ratios. transparency. The results indicated that
the largest municipalities with the best left-wing mayors have better rates of transparency, and
that, on the other hand, the worst results in relation to transparency are present in provincial
capitals, tourist cities, as well as those with mayors with absolute majority support (Del Sol,
2013).

Covering research at the subnational level, Zuccolotto and Teixeira (2014b) investigated
the relationship between fiscal transparency and three groups of determinants: present and past
fiscal variables, socioeconomic and political. Investigating the Brazilian states, the authors
concluded that the fiscal (current revenues, deficit/surplus and debt) and socioeconomic
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variables (development of education, health, and employment and income) explain the level of
transparency, but the political variables were not significant, indicating that political ideology
does not seem to influence the disclosure of information by these government entities
(Zuccolotto & Teixeira, 2014b).

At the level of OECD member countries between 2007 and 2013 and based on an
administrative culture approach, Rodriguez Bolivar, Caba Pérez and Lopez Hernandez (2015)
analyzed the use of new technologies by central governments to improve their accountability
and democracy and make budget data transparent for interested parties. Confirming that there
are differences between countries in different administrative cultures, the results of the study
point to the influence of the region, political, institutional factors and levels of government on
fiscal transparency in OECD member countries (Rodriguez Bolivar et al., 2015).

Regarding the role of political determinants in government fiscal transparency, the
literature points to factors such as political competition, political parties, abstention, ideology
(Zuccolotto & Teixeira, 2017), degree of democracy, political strength, participation rate and
government size (Puron-Cid & Rodriguez Bolivar, 2018). Specifically at the country level, we
highlight the research by Benito and Bastida (2009), Wehner and De Renzio (2013) and
Cicatiello et al. (2017).

The first one is an international comparison involving 41 countries, evaluating the
relationship between budget transparency, fiscal situation and political participation, which
concludes that, to a certain extent, transparency affects political results, such as participation,
since the more transparent the budget reports, the more incentives people would have to vote
(Benito & Bastida, 2009).

Wehner and De Renzio (2013, p. 96), based on the premise that “Increased fiscal
transparency is associated with improved budgetary outcomes, lower sovereign borrowing
costs, decreased corruption, and less creative accounting by governments”, investigated a
sample of 85 countries for 2008, pointing out the positive effects free and fair elections and
party competition in democratically elected legislatures.

Finally, Cicatiello et al. (2017) investigated the effect of a set of political variables on
the level of fiscal transparency in 36 democratic countries, through panel data analysis from
2003 to 2013. The authors showed strong links between political environments and the
dynamics of fiscal disclosure; the negative effect of legislative fragmentation and government
control over fiscal transparency; and the fragile effect of government ideology.

Therefore, we identified the opportunity to contribute to the scientific academy through
the consolidation of perceptions, the scope of investigations for a greater number of countries,
including those in development, as well as the updating of data in order to offer more recent
insights to the literature.

3 Methods

In order to obtain more results, in this article we will investigate the countries that have
released the Open Budget Index (OBI), an index raised by the International Budget Partnership
(IBP), based on a questionnaire applied to countries (Open Budget Survey), which evaluates
three components of budget accountability systems: public availability of budget information
(Transparency); opportunities for the public to participate in the budgeting process (Public
Participation); and the role and effectiveness of formal oversight institutions, including the
legislative body and the supreme audit institutions (Strength of Audit Institutions) (International
Budget Partnership, 2017; Seifert et al., 2013).
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Therefore, this index is used as an indicator of the budget transparency of national
governments, in which, based on the amount and punctuality of budget information that
governments make publicly available, a score ranging from 0 (less transparent) to 100 (most
transparent) is assigned, which determines the classification of the country in OBI (International
Budget Partnership, 2017). To date, OBI results have been released for the years 2006, 2008,
2010, 2012, 2015 and 2017.

The index had as its initial proposal the disclosure every two years from 2006, but in
2014 there was no publication, which was carried out in the following year. In addition,
combining the criteria of geographical proximity and similarities in the performance of fiscal
transparency, the IBP grouped the countries into seven groups, namely: (i) East Asia & Pacific;
(i) Eastern Europe & Central Asia; (iii) Latin America & Caribbean; (iv) Middle East & North
Africa; (v) South Asia; (vi) Sub-Saharan Africa; and (vii) Western Europe, U.S. & Canada.
Table 1 shows the distribution of countries by published OBI, segregated by year and by region.

Table 1 Number of countries with Open Budget Index (OBI) - by region and by year

Regions (OBI) 2006 2008 2010 2012 2015 2017
East Asia & Pacific 7 12 13 14 14 16
Eastern Europe & Central Asia 12 17 18 19 20 21
Latin America & Caribbean 12 15 16 16 16 17
Middle East & North Africa 4 7 8 10 10 10
South Asia 5 6 6 6 6 6
Sub-Saharan Africa 14 22 24 26 27 35
Western Europe, U.S. & Canada 5 6 9 9 9 10

TOTAL 59 85 94 100 102 115

Source: Adapted from the International Budget Partnership (IBP)

We specifically chose this proxy for measuring transparency at the level of national
governments, as it is a consolidated source that investigates countries' budgetary openness
(Seifert et al., 2013). In addition, even though there are recognized limitations in the index, such
as disclosure only every two years and the different number of countries for each new
publication, the fact that OBI is measured by a non-governmental and non-regulatory entity
(such as the IMF and OECD, for example) was decisive for its choice, since this softens possible
biases related to countries’ legitimation to potential donors.

Thus, to achieve the objective of this paper, we divided the analysis into two parts: (i)
OBI Exploratory Data Analysis (EDA), with measures of central tendency and dispersion and
presentation of maps with the evolution of the index between the years disclosed; and (ii) EDA,
analysis of the correlations between the variables and Multiple Linear Regression (MLR)
Model, with panel data, in which the dependent variable is the countries’ OBI and the
independent variables are the political determinants.

We used the Spearman’s rank correlation coefficient, due to its non-sensitivity to
asymmetries in the distribution, nor to the presence of outliers, being applicable to populations
with non-normal distribution.

To build the MLR model, we based on the variables evidenced in previous studies as
political determinants of transparency in the public sector (Arapis & Reitano, 2018; Arbatli &
Escolano, 2015; Benito & Bastida, 2009; Cheibub, 2006; Cicatiello et al., 2017; De Renzio &
Angemi, 2012; Guillamon et al., 2011; Wehner & De Renzio, 2013; Zuccolotto & Teixeira,
2017). Table 2 shows the variables to be used, the data sources and the references.

The period of analysis is from 2006 to 2017, since in that period six biennial
transparency indexes of the IBP can be analyzed, namely the years 2006, 2008, 2010, 2012,
2015 and 2017.
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Table 2 Definitions of the variables, data sources and references
Code Variables Description Source  Reference
- Fiscal Open Budget Index, Fiscal Transparency index, ranging a
obi IBP -
Transparency from 0 to 100.
Measure of party fragmentation based on Herfindahl,
Political calculated by the percentage of seats obtained in the

Guillamén,

polit_comp Competition parliament by the government's political parties. Varies WB1® Ba§tlda and
from 0 1o 1. Benito (2011)
Government Dummy variable related to the government system: 1 .
gov_syst System parliamentary systems, O presidential systems. WB2®  Cheibub(2006)
Demaocracy Index (DI), which ranges from 0 to 10 and is
Democracy based on _five main ch_aracteristics of democratic syste_m_s De Renzio_
democracy Index of countries: (a) election and pluralism process, (b) civil EIUY  and Angemi
liberties, (c) the operation of government, (d) political (2012)
culture and (e) political participation.
Corruption Perceptions Index (CPI), which ranges from
corruption Perceived 0 to 100, classifying countries by perceived levels of YOUE Arbatli
Corruption  corruption in the public sector, according to experts and (2015)
entrepreneurs (0: highly corrupt; 100: no indications).
Ereedom of Freedom of Ir_]formation Index (FOI), ranging from O_to Arapis and
foi Information 5: 1 to countries that have adopted FOIA in the last five CLD Reitano
Index years; 2 between 5 and 10 years of age; 3 for 10 to 15 (2018)

years; 4 for 15 to 20 years; and 5 for more than 20 years.
Source. “Dependent variable; 2International Budget Partnership, Open Budget Survey; "World Bank. Herfindahl-
Hirschman Index; “World Bank. Database of Political Institutions; “Economist Intelligence Unit; *Transparency
International, Corruption Perceptions Index; ‘Center for Law and Democracy, Freedom of Information Index.

We calculated three MLR models with the variables in the time period used: the first
with data from all countries, the second only from developing countries and the third only from
developed countries. This classification of countries was based on data from the United Nations
(2019). Due to the nature of the data, we tested an MRL with panel data, characterized as
unbalanced because there are not the same number of observations in all periods.

Breusch-Pagan, Chow, and Hausman tests were used to choose the appropriate model.
The assumptions of Normality, Multicollinearity, Heteroscedasticity in group,
Homoscedasticity, Autocorrelation and Endogeneity were tested using the Shapiro-Wilk,
Variance Inflation Factor (VIF), Wald, Breusch-Pagan, Wooldridge and Hausman tests,
respectively. We used Stata® 15 throughout the process, from choosing the model to testing
the assumptions and the regression equation.

4 Analysis of Results
4.1 Open Budget Index Review

The OBl is an index calculated by the IBP and used to assess the national government's
budget accountability system, based on its transparency, public participation and the power of
oversight institutions. Table 3 shows the measures of central tendency and dispersion for the
index, separated by year disclosed.

We noticed a significant increase in the number of countries evaluated over time, which
may be the result of greater efforts by IBP to expand the number of countries evaluated, as well
as the recent concern by countries in the search for more transparent public accounts, and which
also it coincides with the growth of interest in this research area, as pointed out by Lyrio, Lunkes
and Taliani (2018).
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Table 3 Exploratory Analysis of the Open Budget Index

OBl  Countries  Average Median Std Deviation Minimum Maximum
2006 59 46.0235 44.8444 22.2106 2.9231 88.6923
2008 85 39.7076 43.4457 25.1964 0.0000 88.0337
2010 94 42.2002 46.8709 24.5159 0.0000 92.3407
2012 100 42.6689 46.7516 24.2587 0.0000 93.1630
2015 102 45.3935 46.0595 21.5817 0.0000 88.3868
2017 115 41.8538 45.2661 24.7877 0.0000 89.3302

We note that the mean and median values are close in all years, which is indicative of
slightly asymmetric distributions. As for the values found for standard deviation, it can be said
that they are relatively high, always representing around 50% and 60% of the average, which
indicates that the data are widely spread, with high dispersion around the average.

In addition, we perceive relative stability in the data distribution, since both the mean
and the standard deviation, in addition to the minimum and maximum values, have behaviors
considered stable over the years, with small variations as the number of countries increases.

With information on the behavior of OBI data over the years, we opted for the
elaboration of maps to illustrate the results of the indicator in each of the years, as shown in
Figure 1, in which the levels of transparency vary (0-100) according to the intensity of the
colors: dark red (closes to 0) to dark green (close to 100).

Among the various possible analyzes to be carried out from Figure 1, we note mainly
the geographic concentration of homogeneous behaviors of the transparency index, in addition
to the evolution of certain countries over time.

As for geographic distribution, we realized that the inclusion of more countries during
the period allows for better regional analyzes. In this regard, it is noteworthy the low
performance of the countries of Africa, the Middle East and South Asia, while the countries of
Europe and North Asia remain with higher rates throughout the period.

Regarding the behavior of specific countries over time, we highlight some examples.
Russia (North Asia) draws attention, in addition to its size, to the visual improvement of
transparency indicators. In addition to it, despite being almost visually imperceptible on maps,
Georgia (Europe-Asia intersection) was the country that showed the most significant
improvement in the index, ranging from 33.65 in 2006 to 81.62 in 2017.

On the other hand, as negative highlights, we highlight two African countries: Botswana
(Southern Africa), which reached 65.26 in 2006 but decreased the index every year, until
reaching only 7.95 in 2017; and Tanzania (southeastern coast of Africa), which reached 47.83
in 2006, but fell to 10.40 in 2017.
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Figure 1 OBI evolution maps of the countries evaluated.
Source: prepared using the software Tableau®, based on data from the International Budget Partnership (2017).

4.2 Statistical Models

From the variables (Table 2), we proceeded to analyze the data, the correlations and the
panel data regression models. This topic was divided into two, with data analysis from all
countries first and then analysis of development groups.

4.2.1 Global Model
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Table 4 shows the measures of central tendency and dispersion of variables for the years
2006, 2008, 2010, 2012, 2015 and 2017.

Table 4 Exploratory Data Analysis of the model variables - 2006-2017

Variables N n Average Std Deviation Minimum Maximum
obi 515 105 43.1597 23.7257 0.0000 93.1630
polit_comp 493 103 0.7876 0.2606 0.0898 1.0000
gov_syst 515 105 0.3573 0.4797 0 1
democracy 514 104 5.7050 1.8596 1.5000 9.9300
corruption 509 104 38.5442 17.5715 8.0000 96.0000
foi 515 105 1.3282 1.5327 0 5

Notes. N total of observations in each year; n sample size (number of countries)

From the data in Table 4, we highlight that none of the variables have data available for
the 115 countries, not even the OBI, since there were increases in the sample each year of
publication (Table 3).

Regarding the behavior of the data, considering the representativeness of the standard
deviations in relation to the means and the minimum and maximum values of each variable, we
highlight its high variability, mainly of obi, gov_syst, corruption and foi, which indicates that
there is high heterogeneity of the data. In addition, Table 4 also indicates that, on average:
government political parties are majority in parliaments; the presidential system is more
prevalent in the sample; and there is a greater incidence of countries with recent freedom of
information legislation.

Second step of the global analysis, Table 5 shows the Spearman's p Correlation
coefficients for the model variables and the signaling of their statistical significance, when
applicable.

Table 5 Spearman’s rank correlations between variables — 2006-2017

obi polit_comp gov_syst democracy corruption foi
obi 1.0000
polit_comp -0.2206" 1.0000
gov_syst 0.3605" -0.1929" 1.0000
democracy 0.7501" -0.2254" 0.4647" 1.0000
corruption 0.5780" -0.0470 0.3971" 0.6641" 1.0000
foi 0.5374" -0.0636 0.3693" 0.4227" 0.3994" 1.0000

Note "Significant at 1%

From the results in Table 5, there is no statistical significance between polit_comp and
the variables corruption and foi, which implies that all other correlations are statistically
significant at the 1% level.

Regarding the coefficients, the correlation between obi and democracy can be classified
as strong and the correlation between corruption and democracy can be classified as moderate
one. In addition, we highlight the negative sign in the correlations between polit_comp and the
variables obi and democracy. Since polit_comp represents the party fragmentation of
parliaments, this result indicates that higher percentages of seats obtained by government
political parties generally imply lower levels of fiscal transparency and democracy, which
demonstrates the importance of a diverse parliament in democratic governments, in line with
Alt and Lassen (2006a).

For the first regression model, we first tested the assumptions, which indicated that the
data do not have a normal distribution, which can be mitigated by the central limit theorem and
the sample size (Gujarati & Porter, 2008). In addition, we identified the presence of
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heteroscedasticity and autocorrelation, which were corrected with the application of White's
robust standard errors. We also identified that there was no multicollinearity. We also
operationalized the Chow, Breusch-Pagam and Hausman tests and verified that the fixed effects
are preferable for the data of this study. The results of the first equation are shown in Table 6.

Table 6 Results of the global regression model - 115 countries, 2006-2017
Std Deviations

Variables Coefficients t Probabilities

Robust Errors

polit_comp -9.0431 4.1364 -2.19 0.031™

gov_syst -4.8136 1.4341 -3.36 0.001"

democracy 1.7092 2.0902 0.82 0.415

corruption 0.2818 0.1869 151 0.135

foi 3.0420 1.0326 2.95 0.004"

C 20.5940 14.2850 1.93 0.056

Prob. F 0.0000

R? 0.5595

Robust standard errors Yes

Effects fixed

Number of observations 489

Notes. obi as dependent variable; "Significant at 1%; **Significant at 5%.

First, based on the result of the F test for global significance and the R2, we can consider
that the regression is significant and that the variations of the independent variables predict
55.95% of the variation in the dependent variable. Regarding the dependent variable, we found
a significant relationship between obi and polit_comp, gov_syst and foi.

The negative and significant coefficient of the variable polit_comp shows the inversely
proportional relationship between the OBI and the Herfindahl's party fragmentation index. This
fact allows us to infer that increases in the percentage of seats obtained in parliaments by the
political party of governments tend to decrease the levels of fiscal transparency of national
governments. As shown in the correlations (Table 4), the negative and significant value
contributes to the advancement of knowledge, since it corroborates the previous literature,
which points out the role of the Legislative in supervising the Executive (Zucolotto & Teixeira,
2014), highlighting the importance of opposition parliamentarians in representative
democracies.

Furthermore, the positive and significant relationship between obi and the dummy
syst_gov indicates that countries that belong to parliamentary systems tend to have higher
indexes of fiscal transparency, when compared to presidential ones. This finding can be derived
from the structure of the relationship between voters and government in each system,
considering that the mechanisms of external control (social or institutional) are exercised in
different ways in each of them (Cheibub, 2006).

To date, this finding has not been found in the literature. In this regard, this paper
contributes to the scientific academy by adding the perception of the relationship between the
government system and the Open Budget Index, when we infer that countries with
parliamentary systems tend to have more transparent budgets, when compared to presidential.

Finally, the positive relationship between obi and foi shows that countries with older
legislation tend to show improvement in open budget rates, which also corroborates the
previous literature (Arapis & Reitano, 2018), given the greater degree of institutionalization of
practices inherent to freedom of information, which allows greater citizen engagement.

4.2.2 Models of Development Groups
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We segregated countries according to their development, since it is an important
determinant of fiscal transparency (Bellver & Kaufmann, 2005; De Renzio & Angemi, 2012).
Thus, we analyzed the groups of countries classified as developing and developed, according to
the United Nations (2019). Initially, Table 7 shows the measures of central tendency and
dispersion of variables for each group.

Table 7 Exploratory Data Analysis of model variables, developed and developing countries — 2006-2017

Variables N n Average Std Deviation Minimum Maximum
obi 373 75 36.1334 21.7436 0.0000 92.3407
2 polit_comp 357 74 0.8113 0.2679 0.0898 1.0000
S gov_syst 373 75 0.2279 0.4200 0 1
' democracy 372 74 5.2339 1.6061 1.5000 8.1000
A  corruption 367 74 32.7875 11.0500 8.0000 72.0000
foi 373 75 0.8123 1.1650 0 5
obi 142 30 61.6162 18.1938 8.3370 93.1630
B polit_comp 136 29 0.7254 0.2299 0.3144 1.0000
S gov_syst 142 30 0.6972 0.4611 0 1
€ democracy 142 30 6.9390 1.9170 1.93 9.9300
A  corruption 142 30 53.4225 22.0513 18.0000 96.0000
foi 142 30 2.6831 1.5591 0 5

Notes. N total of observations in each year; n sample size (number of countries)

Table 7 shows that in this sample the number of developing countries is greater than the
developed and that the behavior of the variables differs between groups. According to
theoretical expectations (Bellver & Kaufmann, 2005; De Renzio & Angemi, 2012), we realized
that developed countries have more transparent budgets, are more democratic, have lower rates
of perceived corruption and older freedom of information acts.

When analyzing each variable, we noticed the presence of countries with different levels
of fiscal transparency among the developing countries, when considering the standard
deviations. The polit_comp and the democracy of both groups have values relatively close to
each other and to the global model (Table 4). As for the gov_syst, we noticed a higher incidence
of presidentialism among developing countries and parliamentarism among developed. Finally,
we also note that, on average, there are higher rates of perceived corruption and lower foi values
among developing countries.

Table 8 shows the correlation coefficients and the signaling of their statistical
significance, when it occurs.

Table 8 Spearman’s rank correlations, developed and developing countries — 2006-2017

obi polit comp gov_syst democracy corruption foi
obi 1.0000
2 polit_comp -0.1445 * 1.0000
S gov_syst 0.0892 -0.0165 1.0000
'S democracy 0.6475 * -0.1342 * 0.1849 * 1.0000
a corruption 0.3655 * -0.1122 0.1352 ** 0.2363 * 1.0000
foi 0.3301 * -0.0470 0.0954 0.4430 * 0.1360 * 1.0000
obi 1.0000
©  polit_comp -0.0478 1.0000
8 gov_syst 0.3865 * -0.3777 * 1.0000
% democracy 0.8295 * -0.1553 0.5678 * 1.0000
QO  corruption 0.4992 * -0.0525 0.2293 * 0.3623 * 1.0000
foi 0.8628 * -0.0047 0.5040 * 0.9078 * 0.4825 * 1.0000

Notes “Significant at 1%; “significant at 5%
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By analyzing the correlations in Table 8, there are different results between the groups
and between them and the results of the global model (Table 5).

We realized that, unlike developed countries, in the developing there is a negative and
significant correlation between polit_comp and the variables obi and democracy. It indicates
that, for this group of countries, the greater the number of parliamentary supporters of the
government, the lower the indexes of transparency and democracy.

On the other hand, in developed countries there are significant correlations that are not
present in the developing ones, involving gov_syst and obi (+), polit_comp (-) and foi (+). These
results indicate that, among the developed countries, those with a parliamentary system tend to
be more transparent, have a greater presence of the opposition in parliament and have older
freedom of information acts.

Finally, Table 9 presents the results of the second and third regression models. After
testing the assumptions, we corrected with the application of White's robust standard errors
when we identified the presence of heteroscedasticity or autocorrelation. We did not identify
multicollinearity problems. Based on the Chow, Breusch-Pagam and Hausman tests, for
developing the fixed effects model was preferable and for developed, the random effects model.

Table 9 Results of the regression models, developed and developing countries — 2006-2017

Variables Developing Ddeveloped
Coefficients Probabilities Coefficients Probabilities

polit_comp -9.1913 0.046™ -5.6098 0.325
gov_syst -5.3459 0.003" -8.1006 0.002"
democracy 0.3086 0.873 5.1899 0.000"
corruption 0.2385 0.138 0.3322 0.007"
foi 4.1096 0.003" 1.4064 0.111
C 32.2880 0.019" 13.2338 0.033™
Prob. F 0.0004 0.0000
R? 0.2381 0.7495
Robust standard errors Yes Yes
Effects Fixed Random
Number of observations 353 136

Notes. obi as dependent variable; "Significant at 1%; Significant at 5%.

The results of the regressions in Table 9 show that inferences are allowed for both
models since the null hypothesis of the F tests of global significance is rejected in both.
Therefore, the value of R? indicates that the proposed equations have the power to predict
variations in the obi in the values of 23.81% for developing countries and 74.95% for developed
countries.

From the results, we found that the variable gov_syst was significant and with a negative
coefficient in the models in both groups, as well as in the global model (Table 6), which allows
us to infer that, regardless of the development group in which the country is, in parliamentary
systems fiscal transparency tends to be higher.

This finding confirms the contribution of this paper to the literature, adding knowledge
about the best performance of fiscal transparency in parliamentary countries, regardless of the
classification of their development. The explanation for this may be associated with the fact
that, in general, in presidential systems the Executive is “constitutionally able to dominate the
budget process or to effectively veto legislation” (Cheibub, 2006, p. 353), which can result in
less commitment to transparency than in parliamentary systems, in which there is dependence
on support from a legislative majority, which generates greater control of the prime minister's
actions and, consequently, greater demand for transparency by the parliament itself .
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In addition, as in presidential systems government officials are elected for a fixed term,
regardless of legislative approval, their commitment to transparency would be to legitimize,
mainly, before the population, which has the power to approve (or not) through the vote.
However, in some cases, especially in developing countries, citizen engagement for the social
control of government actions is not part of their administrative culture (Rodriguez Bolivar et
al., 2015), which can undermine the public manager's commitment to transparency.

In relation to the other two significant variables for developing countries (Table 9), we
found that they were the same as in the global model (Table 6). Thus, we can infer that 23.81%
of the variations in fiscal transparency in developing countries are predicted by the variables
gov_syst, polit_comp and foi. In other words, the levels of fiscal transparency tend to be higher
when the opposition participates more and when the freedom of information act is older.

On the other hand, in the group of developed countries, the variables democracy and
corruption were significant, in addition to the gov_syst, which indicates that the three can
predict 74.95% of the variations in developed countries’ fiscal transparency.

The findings of the relationship between the variables and the countries' fiscal
transparency are in line with the literature, both in relation to the democracy (Arapis & Reitano,
2018; De Renzio & Angemi, 2012; Harrison & Sayogo, 2014) and in corruption (Bauhr &
Grimes, 2017; Brusca et al., 2018; De Simone et al., 2017). We believe that in more mature
democracies there is a greater concern with social control over public resources and,
consequently, with the systematic availability of government budget data. Furthermore,
developed countries with less evidence of perceived corruption tend to be more transparent.

Therefore, from the results found, we infer that political variables are more related to
fiscal transparency in developed countries, since their joint predictive power over OBI
variations was greater in this group. In addition, despite the results of the global model (Table
6), we could not infer that the variables polit_comp and foi are related to the fiscal transparency
of developed countries; as well as the variables democracy and corruption, which do not
influence the fiscal transparency of developing countries.

5 Conclusions

The aim of this paper was to analyze the relationship between the fiscal transparency of
national governments and their political characteristics, as well as to analyze specifically the
groups of developed and developing countries. To achieve this, we performed a longitudinal
analysis of a sample of 115 countries evaluated by the Open Budget Index, using three multiple
linear regression models with panel data.

First, we point out that there has been an increase in the number of countries assessed
over the years and we have identified geographical concentrations of homogeneous OBI
performances, with constant high rates between European and North Asian countries and low
rates in countries from Africa, Middle East and South Asia.

Furthermore, we found that countries with parliamentary systems tend to have higher
levels of transparency, regardless of the development group to which they belong. This finding
can be attributed to the structural characteristics of parliamentary systems, in which there is an
oversight exercised by parliaments over prime ministers, requiring the approval of a legislative
majority for actions to be taken. Thus, it is possible that this control is more effective than the
social control over the Executive in presidential systems, generating greater demand for
transparency in parliamentary countries.

Still regarding the role of parliaments in promoting fiscal transparency of the central
governments of the countries, we identified the importance of the opposition in the Legislative,
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especially in developing countries. From the results of this study, the country's fiscal
transparency tends to be greater when there are fewer parliamentarians from government
political parties. This finding can be attributed to the role of legislatures in overseeing the
actions of leaders, highlighting the importance of heterogeneous parliaments in democratic
countries, especially in developing countries.

However, this role of parliaments must be based on legislation that supports them in the
monitoring the opening of government budgets. Thus, conjugated to the role of the opposition
in promoting transparency, we highlight the importance of freedom of information laws,
especially in developing countries. This paper adds to the literature the finding that the antiquity
of freedom of information laws, especially in developing countries, is related to better fiscal
transparency, given the possibility of a greater degree of institutionalization of the practices
inherent to the opening of national government budget information.

The proposition and approval of this type of legislation by the Legislative and the
Executive also depends on the democratic maturity of the country, since that it promotes social
welfare, a basic premise in democratic governments’ conduct. Thus, in addition to the oversight
of parliaments, the approval of legislations such as freedom of information act would result in
better countries’ transparency rates.

However, we found in this paper that the positive relationship between degree of
democracy and fiscal transparency was significant only for the group of developed countries.
In the same direction, and only in the group of developed countries, we find that countries with
more transparent budgets tend to have lower levels of perceived corruption. It is important to
highlight that, due to the results of this study, it is not possible to conclude by the cause-effect
relationship between these variables, since they are more likely to have a bidirectional causality
relationship.

Thus, there is greater transparency in the budget data of governments in developed
countries the greater their democratic maturity and the lower their levels of perceived
corruption. Among others, these results add important insights to political science and public
administration literature since they signal the importance of democratic institutions and
corruption control bodies also for promoting fiscal transparency between countries.
Furthermore, as we do not identify these relationships for developing countries, we believe that
democratic maturation and the strengthening of mechanisms to fight corruption must be faced
as basic prerequisites in these countries, and one of the bases for improving these aspects would
be the increase fiscal transparency.

Therefore, we conclude with this paper that political variables are more related to fiscal
transparency in developed countries. In addition, despite the importance of the opposition's
representation in parliaments and the antiquity of freedom of information laws to developing
countries, these facts have no significant relationship in developed countries. On the other hand,
democratic maturity and levels of perceived corruption are related to fiscal transparency in
developed countries, but they are not in developing ones, that is, they are important only when
the country reaches a certain level of development and maturity of these indexes; before that,
they should be considered as basic prerequisites.

Previous research has already investigated the determinants of fiscal transparency,
worldwide (Harrison & Sayogo, 2014; Schnell & Jo, 2019; Wehner & De Renzio, 2013), or
only in developed countries, generally from the OECD (Aaskoven, 2016; Alt & Lassen, 2006a,
2006b; Rodriguez Bolivar et al., 2015). However, except for works like Montes and Lima
(2018), the literature on fiscal transparency of national governments focused on developing
countries is scarce. This fact can be explained by the nationality of the authors who have
published the articles in the area, which are generally not from developing countries. So, this

15
www.congressousp.fipecafi.org



©| | .:) |_—\| XX USP International Conference in Accounting

"Accounting as a Governance mechanism”

Sdo Paulo, 29 a 31 de Julho de 2020

paper effectively contributes to adding insights to the literature about the political determinants
of transparency in developing countries.

As limitations, we recognize that several other contextual factors are related to countries'
fiscal transparency, such as their demographic, social, economic and institutional
characteristics. However, we have chosen to focus specifically on political determinants.

Furthermore, we know that there are other political variables that may also be related to
countries' fiscal transparency, but we do not use them, such as the occurrence of elections in
the years, in the discussions of electoral budget cycle. Although widely used in the literature,
we did not include this indicator in the model due to the differences in elections in presidential
and parliamentary systems, since, according to Cheibub (2006, p. 357), “in presidential systems
one must consider both presidential and legislative elections, which may or may not coincide
and may have different effects on the budget”, while “in parliamentary systems legislative
elections are the only ones that matter, and in some systems they are not set exogenously”.

For future research, in line with Cucciniello, Porumbescu, Grimmelikhuijsen (2017),
we suggest studies focused on developing countries, specifically in Latin America and Africa.
Among the reasons for having few impactful studies in these countries can be the language
barrier, since articles that analyze fiscal transparency in a specific national government are
usually written by local authors and are not always published in English. In addition, we suggest
in-depth research using also qualitative methodologies would be important to understand the
institutional context of public policies inherent to fiscal transparency in a given country,
investigating legislation, documents, news and important actors to understand the history
behind the adoption certain practices. Therefore, these investigations would contribute to fill
research gaps on the determinants of fiscal transparency, specifically in national governments.
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