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1. Introduction

Fiscal policy and its components such as public expenditure policy, taxation policy and government
debt issuing are the foundation of the functioning of the modern state and usually the very nexus of
national politics.! In all countries; governments, parliaments and bureaucratic agencies each year
need decide on how much to spend in each spending area, how to prioritize between public current
spending and public investment, which taxes to raise and lower and whether and how to issue pub-
lic debt.

However, as in most cases of public policymaking, these actors do not make these fiscal policy
choices in an institutions-free environment. Formal and informal institutions, such as which actors
have agenda setting power over the initial budget proposal, rules for amending the budget proposal,
how much information there needs to be in the public budget and the existence of formal constraints
for fiscal policy aggregates such as public debt and public expenditure and the public budget bal-
ance, all structure the political and administrative process of making fiscal policy decisions and
thereby also the outcomes of these processes. These type of formal and informal institutions con-
cerning government fiscal policy are referred to as fiscal institutions. There is significant institu-
tional differences with regards to these fiscal institutions both between countries and within coun-
tries over time. In the United Kingdom, parliament has limited amendment power over the govern-
ment’s budget proposal and can only increase expenditures in one area by cutting them in another,
while parliament face no such restrictions in the Netherlands (Wehner 2006; Hallerberg et al. 2009,
64). The German constitution has since 1969 provided explicit guidelines for the public budget bal-
ance, whereas the Icelandic constitutions contains no such measures (Lled6 et al. 2017). Citizens
and the media in the United States have access to detailed and comprehensive information about the
public budget and official reliable public audits, while citizens in Venezuela gain very little infor-
mation from reading the official public budget and in 2015 had access to no reliable public audits
(International Budget Partnership 2015). While few rules and regulations governed the Swedish
parliament’s budgetary decisions before 1990, Swedish legislators have become increasingly sub-
ject to statuary and procedural limitations on their budgetary decisions since the middle of the
1990s (Hallerberg et al. 2009, 64; Lledo et al. 2017, 72).

While these differences might invoke normative judgements including their relationship to demo-

cratic ideals, the key question from a positive social science perspective is whether these institu-

1 Lasswell’s (1936) classical description about politics as “Who Gets What, When, How” seems especially fit to

describe the politics of fiscal policy.



tional differences actually matter for meaningful social, economic and political outcomes, and
where these fiscal institutional differences come from in the first place. This dissertation deals with
exactly these issues and seeks to answer what the political-economic causes and consequences of
fiscal institutions are in a comparative perspective. It will concern key public policy outcomes such
as public spending, taxation and the level of public employment as well as core features of a coun-
try’s political life such as electoral turnout, political polarization and incumbent government power

retention.

1.2 Definition and types of fiscal institutions

In this dissertation, fiscal institutions are defined as rules, regulations and procedures which govern
the drafting, approval and implementation of the public budget (Alesina and Perotti 1996, 401).
Using the distinction by Alesina and Perotti (1996, 401-404) the dissertation concerns three types of
fiscal institutions.

The first type are numerical fiscal rules, which are rules of varying legal status? which set some sort
of numerical limit either quantitative or qualitative on government fiscal policy aggregates such as
expenditure, debt and the fiscal balance. Examples include constitutional clauses which states that
the public budget should be in balance, rules which set formal ceilings for public expenditure

growth and laws and procedures which set limits for the issuing of additional public debt.

The second type of fiscal institution are budget procedures, which are formal and informal rules and
regulations which determine how the public budget is prepared, which actors have agenda setting
power over the initial budget proposal, which actors can amend the initial budget proposal and how

and whether the budget is prepared for one or several fiscal years to take just some examples.

The third type deals with the openness or transparency of the public budget, which concerns the
extent to which the information in the public budget is widely available, the detail to which public
expenditures and public revenue is broken down in the budget, whether there exists one or several
yearly budget documents, whether the budget and/or supplementary fiscal documents contain relia-
ble forecasts for key fiscal policy aggregates such as government debt and whether there is reliable

and publically available public accounting. Regarding the content of the dissertation, three of the

2 Some fiscal rules are part of a country’s constitution, others are put down in regular laws, while some are merely

more or less formalized agreements among government coalition partners about future government fiscal poli-

cy.



dissertation’s articles are on fiscal transparency, one deals with budget procedures while three of the
articles concern fiscal rules.

A potential fourth type of fiscal institutions are independent fiscal councils, which provide evalua-
tion of the public fiscal policy and sometimes provide technical assistance and fiscal and economic
forecasts to be used in the drafting of the public budget, see Calmfors and Wren-Lewis (2011) for a
wider discussion about fiscal councils. In this dissertation, fiscal council are not independently dealt
with as a fiscal institutions, although the role of fiscal councils are included in some measures of

fiscal transparency and fiscal rules strength which are used throughout the dissertation.

There exists considerable overlap and complementarity between the types of fiscal institutions. The
existence of numerical fiscal rules might for an example shape public budget procedures and the
existence of multi-year budgets also raises issues of the transparency of the public budget (Alesina
and Perotti 1996, 403). New research also suggest that fiscal rules might have unintended conse-
quences if fiscal transparency is low (Alt et al. 2014). However, in this dissertation each type of

fiscal institutions is generally analyzed independently of the other fiscal institutions.

In all of the dissertation’s articles, the focus is on national fiscal institutions. Supranational fiscal
institutions also exist, often in the form of supranational fiscal rules which are often part of interna-
tional currency unions. The most famous of which are the European Economic and Monetary Un-
ion’s Stability and Growth Pact, amended in 2012 as the Fiscal Compact, which includes several
numerical fiscal rules on public deficits and debt levels. This dissertation does not analyze the po-
tential effects of these supranational fiscal institutions® but keep the focus on national fiscal institu-
tions. However, some of the dissertation’s articles do deal with potential international sources of
national fiscal institutional change, including the potential influence of international organizations
such as the European Union and the International Monetary Fund, which often promote fiscal insti-

tutional reforms.

The national and macro-comparative focus also means that issues of subnational fiscal institutions,
which govern the fiscal policy decisions of subnational political unit such as states in federal sys-
tems, provinces and municipalities, play a minor role in this dissertation, see Foremny (2014) and
Burret and Feld (2017) for recent studies on the effect of subnational fiscal rules. Subnational fiscal
institutions are however not entirely ignored. When quantifying the strength of national fiscal rules

in the three articles which deal with this subject, it is taken into account whether the fiscal rules also

3 See Koehler and Konig (2015) and Hallerberg and Baerg (2016) for recent political science research on the Stabil-
ity and Growth Pact.



apply to subnational government. Furthermore, in one of the dissertation’s articles, the impact of
changes to a subnational fiscal institutional framework in Italy is used to causally identify the effect

of fiscal rules on electoral turnout.

1.3 Background: The growing importance of fiscal institutions

Over the past decades there has been a growing interest among policy-makers and policy analysts in
fiscal institutions and their effects. Given periodical issues with government debt and deficit crises
in both developing and developed countries, fiscal institutional reforms in the form of more strin-
gent budget procedures, greater transparency of the public budget and enactment of numerical fiscal
rules have been heralded as a potential solution to excessive government debt accumulation and
large fiscal deficits. International organizations such as the Organization for Economic Co-
operation and Development (OECD), the International Monetary Fund (IMF) and the European
Union (EU) as well as non-government organizations increasingly advocate reforms to countries’
fiscal institutional framework and push for more rule-based, more stringent budget procedures and
greater transparency of the public budget.* National politicians and civil servants have often also

been increasingly interested in adjusting national fiscal frameworks.

Consequently, this growing interest has materialized in several fiscal institutional reforms across
countries both in the developed and developing world over the past decades. Especially within the
area of national numerical fiscal rules, the has been a growing trend towards more and more coun-
tries implementing one or more national fiscal rules as evident from figure 1, which is taken from
one of the dissertation’s articles. A 2009 study of 15 European Union countries also found that
these countries have generally moved to more stringent and hierarchical budget procedures from the
early 1990s to the early 2000s (Hallerberg et al. 2009, 53-75). The often substantial changes to na-
tional fiscal institutions, which has happened in recent years, further increases the relevance of the
question of whether these institutions have had any significant impact on national policies and the
conduct of national politics. These trends also raise the question of which factors have driven these

institutional changes.

4 This is especially reflected in the enormous amount of publications on fiscal institutions and fiscal institutional
reforms published by these organizations over the past decades. See for an example Cangiano et al. (2013) for a

very comprehensive account of fiscal institutional reforms.
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Figure 1. Share of countries with at least one national fiscal rule in place 1985-2014
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Source: The IMF’s Fiscal Rules Database.

1.4 The dissertation’s content

The dissertation itself> consists of seven self-contained papers, which all deal with different aspects
of the three main types of fiscal institutions, fiscal transparency, fiscal rules and budgetary proce-

dures. The papers are:
1. Aaskoven, Lasse. “Oil Windfalls, Elections and Fiscal Transparency.”

This article argues that oil windfalls increase election year public spending but that fiscal
transparency mitigates this effect. Oil-induced electoral budget cycles decreases as fiscal
transparency increases. Using a high quality measure of fiscal transparency in a panel of

countries, robust evidence in favor of this argument is found.

5 Regarding inspiration for the structure of the dissertation’s introduction as well as the general outline of a pa-

per-based dissertation, | owe a great deal to the excellent dissertations of Hariri (2012) and Hansen (2014).
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2. Aaskoven, Lasse. “Fiscal Transparency and the Electoral Consequences of Fiscal Policy.”

This article tests whether the ability of voters to observe fiscal policy through increased lev-
els of fiscal transparency affects government reelection chances. Using data from elections
in 21 OECD countries from 1982 to 2012, the results show that fiscal transparency does
seem to mitigate the effect of government fiscal policy on government reelection chances.
Under high levels of fiscal transparency government reelection chances are not hurt by elec-
toral term expenditure cuts and the chance of government turnover might even increase in
the case of fiscal expansion. Fiscal transparency also seems to affect the electoral conse-

quences of electoral term increases in public revenues.

3. Aaskoven, Lasse. 2016. “Fiscal Transparency, Elections and Public Employment: Evidence from
the OECD.” Published in Economics & Politics 28 (3).

This article highlights the importance of fiscal transparency in determining changes in pub-
lic employment. It argues that economic growth increases public employment under low fis-
cal transparency and that this effect is strongest in years of election. These hypotheses are
tested on a panel of 20 OECD countries from 1995 to 2010. The analyses show substantial
evidence in favor of the arguments. Fiscal transparency lowers the positive effect of growth

on public employment, a relationship, which is most robust in election years.

4. Aaskoven, Lasse. ’Signaling to Creditors and Voters: The Determinants of the Strengthening of

National Fiscal Rules.”

This article theorizes and investigates the causes of differences in the stringency of national
fiscal rules and their auxiliary institutions. Building on an argument that incumbent govern-
ment use the strengthening of the national fiscal framework as a signal of fiscal prudence to
both creditors and domestic voters, the article finds evidence that national fiscal rules

framework are strengthened before national elections and when government debt is high.

5. Aaskoven, Lasse. “Fiscal Rules and Electoral Turnout.”

This article investigates whether numerical fiscal rules lowers electoral turnout and increas-
es turnout inequality between the rich and the poor. Using both aggregate turnout data for a
large number of democracies as well as European individual-level data and causal identifica-
tion in Italian municipalities, this articles finds little robust evidence that fiscal rules de-

crease turnout and increase turnout inequality.
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6. Aaskoven, Lasse. “Do Fiscal Rules Reduce Political Polarization?”

This article explores one potential aspect of numerical fiscal rules’ effect on a country’s po-
litical life, namely its effect on the level of political polarization. Using party manifestos da-
ta from 185 elections in 32 OECD countries, this article finds little robust evidence that fis-

cal rules independently reduce the level of political polarization.
7. Aaskoven, Lasse. “Budget Institutions and Taxation.”

This article argues that increased centralization of the budget process increases taxation by
limiting individual government members’ ability to veto tax increases in line with the com-
mon-pool problems arguments about public finances. Using detailed data on budgetary pro-
cedures from 15 EU countries, the empirical analysis shows that increased centralization of
the budget process increase taxation as a share of GDP and that both type of budget centrali-
zation and the level of government fractionalization matter for the size of this effect.

1.5 Relationship to previous literature

The dissertation’s papers builds on an extensive and well-established research agenda on fiscal in-
stitutions in both economics and political science. Alongside and sometimes preceding the policy
interest in fiscal institutions, scholars within public economics and increasingly also political sci-
ence and public administration have researched and discussed the effects of different types of fiscal
policy institutions on fiscal policy outcomes. The early literature often focused on fiscal rules and
budget procedures in US states (von Hagen 1991; Poterba 1994; Alt and Lowry 1994) often with
references to the European Union’s fiscal rules framework (Inman 1996). A research tradition re-
cently revitalized in the aftermath of the Eurozone fiscal crisis (Kelemen and Teo 2014). Alesina
and Perotti (1996) provides a review of the earlier empirical evidence of the effects of fiscal institu-

tions.

Regarding more recent research which summarizes much of the previous literature on the effects of
fiscal institutions, Heinemann et al. (2017) present a new so-called meta-regression study for the
effects of fiscal rules, where the results from 30 studies of the fiscal policy effects of fiscal rules are
analyzed. The conclusion from this article generally seems to suggest that fiscal rules might de-
crease government deficits. De Renzio and Wehner (2017) provides a review of the fiscal policy
effects of fiscal transparency, where the evidence suggest that increased fiscal transparency de-
creases government debt accumulation and increases sovereign credit ratings. For budget proce-

dures, studies of both Latin American countries (Alesina et al. 1999) and the European Union (Hal-
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