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Abstract

This study examines the impact of independent fiscal institutions on economic growth,
by extending the framework that links budgetary positions to growth of an economy. The
empirical finding indicates that the establishment of independent fiscal institution without
considering its functions does not have a direct impact on growth. However, if the established
independent fiscal institution leads to a reduction of the budget deficit, growth can be indirectly
promoted. In addition, independent fiscal institutions with the function of policy costing can
increase the effectiveness of productive government expenditure, which, in turn, enhances

growth.
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Country without PBO Country with PBO
(Dummy PBO=0) (Dummy PBO=1) t-stat
Mean S.D. Obs. Mean S.D. Obs.
Growth of GDP per capita (%) 1.82 5.76 4087 1.55 4.80 727 1.37
Budget surplus(% of GDP) -1.65 6.81 1608 -1.78 3.49 413 0.57
Debt (% of GDP) 63.66 | 71.94 3288 56.13 31.85 673 429 xEx
Country without PBO Country with PBO
performing functionl performing function 1
(Dummy Function1=0) (Dummy Functionl=1) t-stat
Mean S.D. Obs. Mean S.D. Obs.
Growth of GDP per capita (%) 1.80 5.73 4606 1.34 2.55 208 234 **
Budget surplus(% of GDP) -1.70 6.46 1880 -1.28 2.83 141 | -1.50
Debt (% of GDP) 62.44 | 6831 3774 61.19 25.69 187 0.57
Country without PBO Country with PBO
performing function2 performing function2
(Dummy Function2=0) (Dummy Function2=1) t-stat
Mean S.D. Obs. Mean S.D. Obs.
Growth of GDP per capita (%) 1.79 5.72 4627 1.43 2.53 187 1.81 *
Budget surplus(% of GDP) -1.71 6.44 1897 -1.15 2.74 124 | -193 *
Debt (% of GDP) 62.45 | 68.17 3791 61.00 26.17 170 0.63
Country without PBO Country with PBO
performing function3 performing function3
(Dummy Function3=0) (Dummy Function3=1) t-stat
Mean S.D. Obs. Mean S.D. Obs.
Growth of GDP per capita (%) 1.79 5.68 4712 1.44 2.30 102 1.45
Budget surplus(% of GDP) -1.67 6.35 1961 -1.79 2.59 60 0.33
Debt (% of GDP) 62.46 | 67.67 3866 59.32 16.95 95 1.53
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[ 4 a
Nﬁﬂiz‘ﬂ‘lﬂlﬂdﬂ]ﬁﬁi’)dﬂﬂi PBO ﬁﬁﬂﬂﬂ]ﬁﬂlﬂ]ﬂﬂ?ﬂﬁ!ﬂﬁﬂgﬂ%

(Dependent variable = Growth of GDP per capita )

(V) (@) (3 (€]
In (GDP per capita) , -1.1687 -2.4917 -2.8482 -2.8137
(0.8575) (0.7082)*** (0.8556)*** (0.8752)***
Investment , -0.0606 -0.0590 -0.0537 -0.0545
(0.0341)* (0.0304)* (0.0350) (0.0352)
Labor growth, -0.1040 -0.0893 -0.0705 -0.0705
(0.0818) (0.0883) (0.0926) (0.0926)
Budget surplus,, 0.1102 0.0802 0.1149 0.1152
(0.0323)%** (0.0263)*** (0.0363)*** (0.0362)***
Debt,, -0.0070 -0.0034 -0.0033
(0.0052) (0.0092) (0.0092)
Distortionary taxation, , -0.2269 -0.2272
(0.0923)* (0.0922)*
Productive exp, 0.0674 0.0671
(0.0473) (0.0473)
Non-productive exp,, 0.0145 0.0147
(0.0644) (0.0644)
PBO,, -0.3254
(Dummy variable) (0.4291)
Constant term 14.3252 26.0764 29.8679 29.6181
(7.1464)* (6.1293)%*** (7.3906)*** (7.5164)***
R 0.02 0.03 0.04 0.04
No. of obs. 1,804 1,744 1,442 1,442
No. of countries 119 118 110 110
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