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ABSTRACT 
	  
In the last two decades, openness of public budgeting processes garnered the attention of 

governments, non-governmental organizations and donors, evidenced by a proliferation of 

budget transparency and accountability initiatives worldwide (McGee & Gaventa, 2010; De 

Renzio & Angemi, 2012). Designed to facilitate productive citizen-government interaction 

around resource allocation, open budgeting initiatives should contribute to strengthening public 

trust in political institutions (Sayogo & Harrison, 2012; Hakhverdian & Mayne, 2012). Using 

corruption perceptions as a measure of public trust, this study analyzes the relationship between 

the openness evident in the budgeting processes of 70 countries and corruption perceptions over 

a five-year period, 2006-2010. As a traditionally obtuse, closed process, public resource 

allocation and expenditure is an arena particularly ripe for “wealth-maximizing” civil servants to 

engage in corruption (Spada, 2009; Rose-Ackerman, 2004). Open budgeting processes that 

improve citizen awareness of, and provide opportunities for their participation in, government 

budgeting processes should theoretically improve, not only the incidence of actual corruption, 

but also citizens’ perceptions regarding the level of corruption within their government 

(Anderson & Tverdova, 2003; Martinez-Moyano et al., 2007). It was hypothesized that citizens 

in countries with greater transparency, consultation and public monitoring in their budgeting 

processes perceive lower levels of corruption and higher levels of government anti-corruption 

effectiveness. OLS and fixed effects regressions found suggestive evidence to support the 
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contention that consultation and openness were positively associated with perceived anti-

corruption effectiveness. In contrast, once confounding factors were controlled for, there was no 

clear evidence to support the contention that openness, either as a composite or its three sub-

components, was negatively correlated with perceived government corruption. Furthermore, the 

results imply that the cumulative effect of the components of transparency, consultation and 

monitoring may have a stronger impact on perceptions of anti-corruption effectiveness and 

government corruption than they do as stand-alone activities. 
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I. INTRODUCTION  

In the last two decades, openness of public budgeting processes garnered the attention of 

governments, non-governmental organizations and donors, evidenced by a proliferation of 

budget transparency and accountability initiatives worldwide (McGee & Gaventa, 2010; De 

Renzio & Angemi, 2012). Multilateral and bilateral donors, interested in improving aid 

effectiveness, financed initiatives to enhance the transparency of budgeting processes, while 

engaging citizens in setting priorities for resource allocation and expenditure monitoring (McGee 

& Gaventa, 2010; De Renzio & Angemi, 2012). Burgeoning domestic and international civil 

society groups furthered the open budgeting agenda, advocating for improved accessibility of 

budget information through citizen budgets, as well as an expanded voice for citizens through 

consultation and voting mechanisms for greater accountability (McGee & Gaventa, 2010). 

Governments became a source of innovation in open budgeting, exemplified by Brazil’s 

experimentation with municipal level participatory budgeting since the 1990s, which inspired 

similar efforts around the world (Spada, 2009; Wampler, 2000, 2010).  

Budget transparency refers to “the full disclosure of all relevant fiscal information [to the 

public] in a timely and systematic manner” (OECD 2001, as cited by Bastida and Benito, 2007, 

p. 667), while accountability creates the expectation that governments’ justify their actions and 

engage citizens in decision-making (McGee & Gaventa, 2010). Open budgeting refers to a range 

of activities undertaken by governments to improve: citizen access to budget information, 

participation in setting budget priorities and involvement in monitoring expenditures.  

There are myriad drivers fueling the promotion and adoption of open budgeting 

initiatives. This paper focuses primarily on one driver that received comparatively less attention 

in empirical work - strengthening public trust in political institutions. As open budgeting 
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initiatives are designed to facilitate productive citizen-government interaction around resource 

allocation, conventional governance theory and practitioner arguments suggest that such 

initiatives should contribute to increasing citizen confidence in their government (Anderson & 

Tverdova, 2003; Martinez-Moyano et al., 2010). This paper assesses the relationship between 

open budgeting and one signal of public trust – corruption perceptions.  

Corruption embodies a degeneration of the state’s capacity to provide public goods and 

protect civil rights, causing the government to abrogate its part of the social contract and eroding 

the confidence of citizens (Shah & Schacter, 2004). As a traditionally obtuse, closed process, 

public resource allocation and expenditure is an arena particularly ripe for “wealth-maximizing” 

civil servants to engage in corruption (Spada, 2009; Rose-Ackerman, 2004). Open budgeting 

processes that improve citizen awareness of, and provide opportunities for their participation in, 

government budgeting processes should theoretically improve, not only the incidence of actual 

corruption, but also citizens’ perceptions regarding the level of corruption within their 

government (Bastida & Benito, 2007).  

This study analyzes the relationship between the openness evident in the budgeting 

processes of 70 countries and corruption perceptions over a five-year period, 2006-2010. It is 

hypothesized that citizens in countries with greater transparency, consultation and public 

monitoring in their budgeting processes perceive lower levels of corruption and higher levels of 

government anti-corruption effectiveness. 

II. LITERATURE REVIEW AND DISCUSSION OF POLICY RELEVANCE 

Despite long-standing interest among political scientists and governance practitioners 

since the 1960s (Chanley, Rudolph & Rahn, 2000), there is no universally accepted definition of 

public trust in institutions (Martinez-Moyano et al., 2007). This study defines public trust as, “the 
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faith that citizens place in political actors and institutions to [act appropriately on behalf of the 

public] and not do them harm” (Hakhverdiran & Mayne, 2012, p. 740).  

Consistent with social contract theory, this definition assumes that the legitimacy of a 

government essentially rests upon fulfillment of certain obligations for its citizens (Ghani & 

Lockhart, 2012). Citizens recognize the authority of their government in exchange for its 

provision of public goods and protection of rights, which implies that a state earns and sustains 

public trust only so long as it effectively carries out these functions (Ghani & Lockhart, 2012). 

Similarly, public trust is interconnected with accountability, which can be determined broadly as 

the obligation to “explain and justify conduct [or more specifically to] report on the usage of 

public resources and answerability of government to the public to meet stated performance 

objectives”  (Bovens, 2007 as cited by Jorge et al., 2011, p. 4). As it is difficult to trust or to hold 

government accountable without out it, transparent access to information is a lynchpin 

undergirding both public trust and accountability. Jorge et al. (2011) capture this concept noting 

that, “in order to trust governments, citizens need to feel informed about public powers’ 

intentions behind…policy, actions taken and long-term consequences” (p. 5).	  

A. Theoretical Conceptualizations of Public Trust and Governance 

Trust in political institutions was the focus of a vast amount of theoretical literature for 

three reasons. First, trust is seen as having instrumental value in achieving positive outcomes for 

society. Scholars assert that public trust facilitates: political participation in elections and policy-

making (Hakhverdiran & Mayne, 2012), the ability of politicians to “make binding decisions, 

commit resources…and secure citizen compliance” (Chanley et al., 2000, p. 240), as well as the 

promotion of “democratic principles” (Hakhverdiran & Mayne, 2012, p. 740). Second, public 

trust is frequently seen as an important barometer of government stability and the healthiness of 
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its legitimacy (Martinez-Moyano et al., 2007, p. 19). High levels of public trust, scholars assert, 

are indicative of a “healthy civic and political culture” (Anderson & Tverdova, 2003, p. 92), 

whereas pervasive distrust increases the risk of lost legitimacy and a government’s actions being 

undermined by citizens (Chanley et al., 2000; Martinez-Moyano et al., 2007). Despite its 

signaling power, there is little empirical work reported on public trust, most likely due to 

inherent challenges of quantifying such an abstract and subjective concept (Martinez-Moyano et 

al., 2007). Third, irrespective of its contribution as an instrument and indicator, public trust is 

also viewed as a public good in its own right (Hakhverdiran & Mayne, 2012).  

B. The Empirics of Public Perceptions Regarding Political Institutions  

While data constraints limited empirical work in this area, several studies in the past 

decade contributed to understanding the dynamics of public trust, albeit with analysis largely 

restricted geographically to one country or a small sample. Chanley et al. (2000) undertook the 

“first multivariate time series examination of public trust in [the US] government” between 1980 

and 1997 (p. 239). Using public opinion data triangulated from six time series sources, the study 

created a composite measure of public trust and mapped this to capture trends throughout the 

period, finding fluctuations between a “low of 12 percent in the second quarter of 1994” and a 

“high of 35 percent in the second quarter of 1983” (Chanley et al., 2000, pp. 241-243). 

Regressing public trust on several explanatory variables, Chanley et al. (2000) found perceptions 

of economic performance positively associated with public trust, whereas Congressional 

scandals and crime rates were negatively correlated with citizen confidence in government.  

 Operationalizing public trust as perceptions of government accountability, Escobar-

Lemmon and Ross (n.d.) employed a multi-level modeling strategy to study the response of 

citizens to decentralization in Colombia using public opinion survey data from 2004-2006 and 
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controlling for various individual and department-specific factors. While many studies 

considered the effect of decentralization on actual corruption levels (see Lessman & Markwardt, 

2009; Bardhan & Mookherjee, 2006; etc.), the authors focused on how citizens perceive 

corruption and how that informed their evaluation of whether their government was accountable. 

The study found a significant positive relationship between decentralization and citizen 

perceptions, as more extensive decentralization was associated with improved perceptions of 

accountability (Escobar-Lemmon & Ross, n.d.).  

In a cross-sectional study of sixteen new and established democracies, Anderson and 

Tverdova (2003) analyzed the relationship between government performance, public trust and 

corruption using data from the International Social Survey Program. The study hypothesized that 

corruption, the explanatory variable of interest, was an important signal of the government’s 

performance that would influence citizen perceptions of the trustworthiness of officials 

(Anderson & Tverdova, 2003). The study’s finding that there was a statistically significant 

negative correlation between prevalence of corruption and public evaluations of, or trust in, civil 

servants (Anderson & Tverdova, 2003) was consistent with sizeable theoretical literature 

identifying corruption as characteristic of poor governance (see Rose-Ackerman, 2004; Shah & 

Shacter, 2004; Svensson, 2005; Shah, 2007). Reiterating the complexity of public trust, the study 

also found that at a disaggregated level, diverse societal groups reacted differently to the 

prevalence of corruption and that it did not “uniformly diminish support for political institutions 

across the electorate” (Anderson & Tverdova, 2003, p. 91).  

Similarly recognizing that there was potential for variance in how citizens responded to 

government performance, Hakhverdian and Mayne (2012) conducted a cross-sectional study of 

twenty-one European democracies to explore the interaction between educational attainment and 
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trust in political institutions. Since “any act of evaluation requires capacity to acquire and 

process information,” the authors expected perceptions of corruption to vary on the basis of a 

citizens’ level of education, hypothesizing that highly educated citizens were more likely to 

identify and be troubled by corrupt practices, translating that into a negative assessment of the 

trustworthiness of government (Hakhverdian & Mayne, 2012, pp. 741-742). The study found that 

education interacted with perceptions differently in societies depending on the pervasiveness of 

corruption. In highly corrupt societies, education was negatively associated with public trust, 

whereas, in countries with relatively lower corruption levels, education was positively associated 

with institutional trust (Hakhverdian & Mayne, 2012).  

Unfortunately, a drawback of the Hakhverdian and Mayne study was its chosen 

perceptions measure – Transparency International’s Corruption Perceptions Index (CPI). While 

the CPI was a frequently used corruption measure, it is based upon expert perspectives, which 

may not be reflective of citizen perceptions. As Treisman (2007) observes, there can be a 

substantial divergence between actual corruption incidence and what the population at large 

perceives, as well as differing vantage points of experts and citizens.  

C. Fiscal Transparency and Accountability Initiatives to Rebuild Trust 

 Corruption is problematic, not only for its negative relationships with economic growth 

(Alt & Lassen, 2003) and investor confidence (McGee & Gaventa, 2010), but also because it 

undercuts public trust. Therefore, eradicating corruption has become a common refrain among 

donors, civil society groups and reform-minded governments. This refrain has given rise to a 

wide array of Transparency and Accountability Initiatives (TAIs) in the past two decades that 

seek to “empower citizens to hold their governing institutions to account”, with the presumed 



	  7	  

benefits of improving both actual and perceived corruption (Transparency-Initiative.org, 2013, 

“About The T/A Initiative”).  

 Increasing numbers of countries adopted fiscal-related TAIs to make their budget 

processes more open through transparent information, public consultation processes and 

mechanisms for citizens to engage in expenditure monitoring (McGee & Gaventa, 2010; De 

Renzio & Angemi, 2012; Sayogo & Harrison, 2012). Open budgeting emerged in the late 1980s 

and early 1990s with Brazil’s forays in participatory budgeting, which diffused rapidly around 

the world (Wampler, 2000, 2007; Spada, 2009). Participatory budgeting was broadly defined by 

the World Bank as a “process through which citizens present demands and priorities for civic 

improvement and influence budget allocations made by their [government] through discussions 

and negotiations.” (Spada, 2009, p. 3). Public expenditure tracking surveys, publishing of citizen 

budgets, as well as promotion of legislation mandating public access to budget and expenditure 

data (De Renzio & Angemi, 2012; Sayogo & Harrison, 2012), further supported transparency of 

public budgets and expenditures within countries. Expenditure tracking efforts (e.g., social 

audits, parliamentary review and public hotlines) reconciled how the government spends its 

money relative to its published budgets, exposing inconsistencies (McGee & Gaventa, 2010). 

Citizen budgets, referred to as budget “demystification” activities, took obtuse information on 

budget processes and allocations and simplified it to be understandable to the layperson. (McGee 

& Gaventa, 2010, Annex 2, p. 5). 

Open budgeting gained traction from exogenous pressure in the form of donors and 

international civil society (McGee & Gaventa, 2010; De Renzio & Angemi, 2012). In 2011, 100 

civil society organizations representing 56 countries signed the Dar es Salaam Declaration on 

Budget Transparency, Accountability and Participation, advocating for government budgets to 
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be made accessible to the public and for greater citizen voice in resource allocation decisions 

(Sayogo & Harrison, 2012). Improved tracking and assessment mechanisms contributed to this 

dialogue, such as the Open Budget Partnership’s biennial cross-country survey of public access 

to information and opportunities to participate in national budgeting processes (Sayogo & 

Harrison, 2012; De Renzio & Angemi, 2012).  

 TAIs are based on a substantial theoretical literature positing that improving 

accountability and transparency should reduce corruption and enhance trust. As Klitgaard, 

MacLean-Abaroa and Parris (1996) observed, corruption is “a crime of calculation, not passion,” 

where lack of accountability is one of the decision-making factors enticing civil servants to 

engage in rent-seeking behavior (p. 10). North (1990) asserted that in an absence of strong 

institutions providing transparent and consistent rules of the game, information asymmetries 

raise transaction costs and create perverse incentives for wealth-maximizing individuals (Rose-

Ackerman, 2004). Citizen awareness of, and participation in, the budgeting process was seen as a 

potent antidote to this because it involved decisions around the allocation of resources to specific 

governing priorities, often viewed as an arena ripe for corruption (Jorge et al., 2011).  

 Given the relatively recent emergence of budget-related TAIs and associated data 

limitations, there is not yet an abundance of empirical studies on their effects, with case studies 

or limited donor assessments more common (McGee & Gaventa, 2010; Spada, 2009). Empirical 

studies predominately assessed the impact of TAIs at a sub-national level. Spada (2009), for 

example, assessed the effects of municipal-level participatory budgeting in Brazilian cities for 

the period of 1996-2008 using random and fixed effect logit models. Providing empirical support 

for the contention that TAIs can enhance public trust, the study found that the presence of 

participatory budgeting (PB) was positively and significantly correlated with the probability of 
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reelection for mayor’s party as an indicator of citizen confidence in government (Spada, 2009). 

However, a weakness of this and other sub-national studies is that it is unclear that the effects of 

PB would be as pronounced, or even evident, at higher government levels. As Shah (2007) 

observed, reflecting on the experience of PB throughout Latin America, citizens are more likely 

to be aware of, and participate in, discussions of specific, local priorities and investments rather 

than track this at provincial or national levels.  

Alternatively, cross-country studies look at general relationships between transparency and 

a plethora of dependent variables of interest. Bastida and Benito (2007, p. 667) found that budget 

transparency was “negatively correlated with corruption and positively correlated with economic 

development” for a sample of 41 countries, while Hameed (2005) reported that higher 

transparency levels were associated with better credit ratings in international markets as a signal 

investor confidence. In a 2009 study, Bastida and Benito identified a positive relationship 

between political turnout and transparency (McGee & Gaventa, 2010).  

There are substantial gaps in the literature on budget related TAIs. McGee and Gaventa 

(2010) noted that a historical “lack of time series data” on accountability and transparency has 

made cross-country comparability difficult (Appendix 2, p. 20). Data limitations also influenced 

the types of studies conducted. Most empirical work focused on “immediate process-related 

impacts” such as the effect on expenditures or services provided, rather than “longer-term 

outcomes” such as the slow process of rebuilding public trust and accountability (McGee & 

Gaventa, 2010, Appendix 2, p. 6). Similarly, as Treisman (2007) and Escobar-Lemmon and Ross 

(n.d.) noted, citizen perceptions were traditionally under-represented in empirical work on 

corruption and accountability. Governments were instituting open budgeting efforts, in spite of 

little empirical assessment of what, if any, effect there was on citizen corruption perceptions as a 
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component of public trust. This paper aims to help close this gap by assessing the relationship 

between open budgeting and public trust, focusing on a subset of corruption perceptions.  

III. CONCEPTUAL MODEL 

As public trust is of seminal importance to the legitimacy and functioning of a 

government in fulfilling its obligations to its citizens, this concept has given rise to extensive 

literature, primarily theoretical, which seeks to understand its determinants. As Hakhverdian and 

Mayne (2012) asserted, determinants of public trust can be categorized as either “culturalist” or 

“rationalist” (p. 740). The culturalist grouping regards trust formation as subjective, a “deeply 

embedded” and socially constructed phenomenon; whereas, the rationalist grouping considers it 

an exercise of “performance-based evaluation” where citizens “grant or withhold trust based 

upon objective assessment” of the procedural fairness and the quality of policy outcomes 

(Hakhverdian & Mayne, 2012, pp. 740-742).  

A related consideration is whether public trust is deterministic, immoveable from initial 

socio-political conditions that a country finds itself in, or dynamic, as social judgment theory 

argues that citizens continuously take in new information to “update” their assessments 

(Martinez-Moyano et al., 2007, p. 2). This paper ascribes to the view that public trust, as 

evidenced by imperfect measures of public opinion, appears to be fluid over time. Martinez-

Moyano et al. (2007) provide a helpful conceptual framework in their study of the relationship 

between public trust, government policies and effectiveness. Constructing a low-to-high “trust 

continuum”, the authors conceive public trust to be changeable over time as part of a feedback 

loop where citizens continuously process “government actions and their perceived outcomes”, as 

to whether they are aligned with the public’s goals (Martinez-Moyano et al., pp. 1-2). This 

position reiterates the importance of accurate and timely information as citizens make judgments 
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about their trust in government and “expectations of future outcomes” based upon the 

information they have available to them (Martinez-Moyano et al., p.11). 

This study conceptualizes the formation of corruption perceptions as a subset of the 

broader process of public trust building, incorporating both subjective and objective factors 

working at both individual and country levels. Country-level factors influencing corruption 

perceptions include: level of economic development, income distribution (particularly the level 

of inequality), overall government effectiveness, citizen voice and government openness on 

money matters (i.e., budget, revenue and expenditures). Individual-level factors include: personal 

experience of corruption (i.e., paying a bribe), general optimism and socio-economic 

demographics such as level of education, income and profession. This is depicted below in 

Figure 1. These factors are further elaborated in the research design discussion (section IV).  

 

Figure 1.  Conceptual Diagram - Determinants of Corruption Perceptions 

As discussed at length in the literature review (section II), increasing numbers of 

governments and other actors advocate greater openness of budgeting processes with the 

expectation that this not only improves actual corruption, but also how the public perceives it. 

This study tests this relationship, deconstructing open budgeting into three components: 
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transparency, consultation and monitoring. It is hypothesized that citizens in countries with 

greater transparency, consultation and public monitoring in their budgeting processes perceive 

lower levels of corruption and higher levels of government anti-corruption effectiveness. This 

causal mechanism is depicted in Figure 2 below.  

Figure 2.  Conceptual Diagram – Causal Mechanism for Open Budgeting 

IV.  RESEARCH DESIGN: DATA AND METHODS 

This study employs empirical techniques to assess the relationship between open 

budgeting processes and corruption perceptions over a five-year period. Pooling cross-sectional 

data from the Open Budget Partnership’s Open Budget Survey and Transparency International’s 

Global Corruption Barometer for 2006 and 2010 forms the panel dataset. supplemented by data 

from the World Bank’s Worldwide Governance Indicators. The use of time series data facilitates 

more meaningful assessment of cross-country comparisons, allowing the study to control for 

country-specific factors that do not vary over time and for unobservables that affect all countries 

in the same way over time, addressing a gap in the literature to date (McGee and Gaventa, 2010).  

A. Description of Source Datasets 

The Open Budget Index (OBI) is an expert survey assessing country performance on 

commonly accepted measures of transparency, accountability and participation in national 

budgeting processes. As the OBI only began collecting survey information in 2006, there has 

been very little time series empirical work performed with this data, as it only now becoming 

possible to analyze countries over multiple years (McGee and Gaventa, 2010). The Global 

Corruption Barometer is a worldwide public opinion survey on corruption perceptions and 
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experiences aggregated up to a national level. The GCB is a fairly new corruption measure, 

remedying a historical dearth of information on citizen perceptions of corruption when it began 

its surveys in 2003 (Treisman, 2007). Finally, the Worldwide Governance Indicators assess 

country performance on six composite indicators of good governance based on 30 data sources. 

Table 1 provides an extended description of these datasets. The analytic sample includes the 70 

countries for which there are observations in all three of the source datasets.  

Table 1 

Overview of Source Datasets 
Dataset Name Source Description 

Global 
Corruption 
Barometer 
(GCB) 

Transparency 
International 

This dataset is a worldwide public opinion survey of 100,000 people in 100 
countries on corruption perceptions and experiences at a national level. The 
survey is conducted by Gallup International as part of its Voice of the 
People Survey and is published by Transparency International.  

Open Budget 
Index (OBI) 

Open Budget 
Partnership 

This dataset is a comprehensive survey completed for 94 countries by 
independent experts assessing measures of transparency, accountability and 
participation in national budgeting processes. The survey is conducted and 
published by the Open Budget Partnership.  

Worldwide 
Governance 
Indicators (WGI) 

World Bank 
Institute 

This dataset breaks down governance into six composite indicators based on 
30 underlying data sources. Indicators are updated annually by the World 
Bank and available annually. 

	  
B. Independent Variable 

The independent variable, openness of budget processes, is a continuous variable that is a 

composite of three measures of openness: transparency of budget information, consultation with 

citizens in determining budget priorities and the existence of mechanisms for the public to 

monitor expenditures. The deconstruction of openness of budget processes using three 

component parts is specifically informed by the work of Escobar-Lemmon and Ross (n.d., p. 9) 

who deconstructed fiscal accountability into three elements: consultation with citizens, 

information sharing and management of actual fiscal expenditures. This approach is consistent 

with literature on fiscal transparency and accountability initiatives that emphasize these three 

elements (McGee and Gaventa, 2010; Spada 2009; Wampler 2000, 2010; Sayogo and Harrison, 
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2012). Information for the three individual measures of openness and the overall composite is 

derived from expert answers to survey questions and scoring of country performance in the Open 

Budget Survey, which informs the Open Budget Index. All measures are based on the Open 

Budget Index range of 0-100, with higher scores indicating greater prevalence of a particular 

characteristic.  

C. Dependent Variable 

The dependent variable of interest, corruption perceptions, has two component parts: the 

proportion of citizens that view their governments as highly corrupt and the proportion of 

citizens that view their governments as effective in combatting corruption. Both measures are 

based upon the aggregate answers of citizens surveyed by country in the Global Corruption 

Barometer with higher scores indicating greater intensity of a particular characteristic. Expert-

based measures such as Transparency International’s Corruption Perceptions Index, Political 

Risk Service’s International Country Risk Guide and the World Bank’s Control of Corruption 

Index are frequently used sources for cross-country studies (Treisman, 2007; Svensson, 2005). 

This study utilizes the GCB, however, because it is explicitly interested in the subjective 

perspectives of citizens. Definitions and data sources for the independent and dependent 

variables are provided in Table 2, while OBI and GCB survey questions are in the appendices.  

D. Control Variables 

Empirical studies of corruption and perception often have two categories of control 

variables: (1) system or context-level factors related to the government unit of interest (i.e., 

country or state); and (2) individual-level factors (Anderson & Tverdova, 2003; Havkhverdian & 

Mayne, 2012; Escobar-Lemmon & Ross, n.d.).  
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This study controls for four country-level characteristics: economic development, income 

distribution, citizen voice and government effectiveness. Definitions and data sources for these 

control variables are provided in Table 2. It is common practice in most cross-country studies of 

corruption and perception to control for the level of economic development either using GNI or 

GDP per capita, either in level or log form (Bastida & Benito, 2007; Ivanyna & Shah, 2011; 

Hakhverdian & Mayne, 2012; Anderson & Tverdova, 2003). This study is consistent with this, 

using GNI per capita. Among studies that control for some measure of inequality, there is not a 

clearly established norm. Hakhverdian and Mayne (2012), for example, used official 

unemployment levels; however, this may not be a relevant measure for developing countries with 

large informal economies. Instead, this study utilizes GINI index values, a commonly used 

measure of income inequality. Several studies attempt to control for general quality of 

government, using democracy scales such as Freedom House or Polity IV (Bastida and Benito, 

2007) or more general measures of administrative effectiveness. This study takes the latter 

approach, using the World Bank’s Worldwide Governance Indicators for Citizen Voice and 

Government Effectiveness.  

The Global Corruption Barometer, while surveying individuals, reports its results in 

aggregated form at the country level. On the one hand, this limits the ability to control for 

extensive individual-level demographic characteristics such as income, profession or education 

that have been controlled for in other perception studies using survey data. On the other hand, the 

inability to include these variables is not necessarily problematic for this study, given that the 

original survey was conducted using random sampling, which should ensure that the sample is 

representative of the population. Using GCB data on the proportion of sampled individuals that 

reported paying a bribe within the last twelve months, this study is able to control explicitly for 
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one individual-level characteristic – personal experience of corruption. This study controls for 

additional individual and country-level characteristics by employing fixed effects.  

Table 2   

Summary of Variable Definitions 
Variable Category  Data 

Source 
Definition 

Transparency Independent 
Variable 

OBI The degree to which public sector budget information and its 
associated processes are available and accessible to citizens (scale of 
0-100). 

Consultation Independent 
Variable 

OBI The degree to which the government provides open venues for 
citizens to express their views on budget priorities and allocations 
(scale of 0-100). 

Monitoring Independent 
Variable 

OBI The degree to which citizens can conduct informal monitoring of 
public expenditures in programs of interest and raise complaints and 
suggestions to an independent auditing body (scale of 0-100). 

Openness Independent 
Variable  

OBI A composite of the three previous variables: transparency, 
consultation and monitoring (scale of 0-100). 

Anti-Corruption 
Effectiveness 

Dependent 
Variable 

GCB The proportion of people that view their government as effective, 
versus neutral or ineffective in combatting corruption in their 
country.  

Government 
Corruption 

Dependent 
Variable 

GCB The proportion of people that view corruption within their 
government as pervasive.   

Experience Individual-
level Control 
Variable 

GCB The proportion of people that reported paying a bribe to the 
government in the past year.  

Government 
Effectiveness 

Country-
level Control 
Variable 

WGI The degree to which citizens favorably view the quality of: public 
services, civil service competence, insulation from political 
pressures, policy formulation and implementation (scale of -2.5 to 
2.5) 

Voice of 
Citizens in 
Government 

Country-
level Control 
Variable 

WGI The degree to which citizens are able to participate in selecting their 
government, as well as freedom of expression, freedom of 
association and a free media (scale of -2.5 to 2.5) 

Aggregate 
Income 

Country-
level Control 
Variable 

WB The comparative level of economic development of a country based 
on GNI per capita. 

Income 
Distribution 

Country-
level Control 
Variable 

WB The degree to which the distribution of a country’s wealth is 
equitable. This uses measure uses the Gini Coefficient (scale of 0-
100). 

 
E. Methods 

Using ordinary least squares (OLS) and fixed effects regression techniques, the study 

analyzed the relationship between open budget processes and corruption perceptions. The base 

model specification regressed corruption perceptions on the three individual measures of budget 

openness and then on the composite measure of openness. In a second round, the model added 
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one individual-level and four country-level control variables to ensure the model’s robustness. 

Finally, in a third round, the model added fixed effects for country and year to further reduce 

omitted variable bias.	  Table 3 summarizes these various functional form specifications.	  	  

Table 3  

Functional Form Specifications 
Variable Base Model OLS With Controls Fixed Effects Model 

Transparency X X X 
Consultation X X X 
Monitoring X X X 
Openness X X X 
Government Corruption X X X 
Anti-Corruption Effectiveness X X X 
Experience Paying a Bribe  X X 
Government Effectiveness  X X 
Voice of Citizens in Government  X X 
Aggregate Income  X X 
Income Distribution  X Captured by Fixed Effects 
Country Fixed Effects   X 
Year Fixed Effects   X 
 

The rationale for attempting to use both OLS regression with controls and fixed effects 

regression is as follows. Country fixed effects control for unobserved characteristics within a 

country that do not vary over time, while year fixed effects enable the study to further reduce 

omitted variable bias from unobserved characteristics that change over time but are common to 

all countries.	  Using fixed effects provides a stronger case for determining a causal relationship 

between the degree of open budgeting processes and corruption perceptions, as compared to OLS 

regression alone. OLS regression is a weaker empirical tool, as it requires identifying all possible 

confounding variables that are correlated with both open budgeting and corruption perceptions 

and controlling for them in the model. Figure 3 outlines the regression models used in this study, 

with the fixed effects specification including an alpha term representing country fixed effects and 

a gamma term connoting time fixed effects. 	  
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Figure 3:  OLS and Fixed Effects Regression Models Including Controls 

V. RESULTS AND FINDINGS 

A. Descriptive Findings 

Table 4 presents the means, standard deviations and ranges for the primary variables of 

interest in the study’s analysis of the relationship between openness of budgeting processes and 

citizen corruption perceptions. There is considerable variation present in both the explanatory 

and dependent variables of interest across the 70 countries in the sample. Within the composite 

explanatory variable, openness of budgeting processes, the average score across the country-year 

panel was 41.14 out of a possible 100, with the minimum score being 0.68 and maximum of 

81.82. Putting this into context, a score of 35 on the Open Budget Index would indicate a 

government providing only minimal budget information to the public. This high degree of 

variation also extends to the three component parts of open budgeting: transparency, consultation 

and monitoring. Overall, countries scored higher on transparency with an average of 49.84, 

which would be classified as providing some budget information to the public on the OBI. 

Average scores for consultation and monitoring were lower, at 30.84 and 42.73 respectively, and 
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would be considered as providing only minimal opportunities for the public to engage in 

consultation and monitoring. Within the dependent variable of interest, corruption perceptions, 

the average proportions of citizens viewing their governments as corrupt and effective in 

combatting corruption were .52 and .32, respectively, across the country-year panel. Again, there 

was considerable variation with government corruption ranging from .11 to .78 and anti-

corruption effectiveness ranging from .05 to .88.   

Table 4   

Means, Standard Deviations and Ranges for Primary Variables for Analysis  

Variable Mean Standard 
Deviation Min Max	  

Openness of Budgeting Processes 41.14 20.85 0.68 81.82 
   Transparency 49.84 20.72 2.03 90.91 
   Consultation 30.84 21.33 0 77.83 
   Monitoring 42.73 28.5 0 100 
Citizen Corruption Perceptions       	  	  
   Government Corruption 0.52 0.143 0.11 0.78 
   Anti-Corruption Effectiveness 0.32 0.18 0.05 0.88 
Individual-Level Factors       	  	  
   Experience Paying a Bribe 0.26 0.22 0 0.89 
Country-Level Factors       	  	  
   Voice of Citizens in Government 0.01 0.87 -1.72 1.61 
   Effectiveness of Government 0.07 0.96 -1.87 2.24 
   Income Distribution 39.58 8.6 23 65.27 
   Aggregate Income 10455.43 15961.64 180             86390 
Number of Country-Year 
Observations 94 	  	   	  	   	  	  
Note: Openness, Transparency, Consultation and Monitoring are based on a range of 0-100, with higher scores 
indicating greater presence of these characteristics. Government Corruption and Anti-Corruption Effectiveness are 
percentages, with higher percentages indicating greater presence of these characteristics. Voice of Citizens and 
Government Effectiveness are based on a range from -2.5 to 2.5, with higher scores indicating greater presence of 
these characteristics. Income distribution is based on a range of 0-100. Higher scores indicate greater inequality. 

 
Figure 4 presents the dispersion of country-year observations in terms of the first of two 

dependent variables, government corruption, on the Y-axis and the composite independent 

variable, openness of budgeting processes, on the X-axis. Predicted values of the government 

corruption, anti-corruption effectiveness and openness were plotted and a line of best fit 

constructed using a confidence interval of 95 percent. This is particularly evident when 
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comparing government corruption ratings and openness of budgeting in Figure 4, where a 

downward slope of the observations implies potential correlation, as higher corruption ratings are 

generally associated with lower openness scores.  A similar negative relationship was apparent in 

scatterplots of government corruption ratings and the openness sub-components of transparency, 

consultation and monitoring. Figure 5 presents the dispersion of country-year observations in 

terms of the second of two dependent variables, anti-corruption effectiveness, on the Y-axis and 

the composite independent variable, openness of budgeting processes, on the X-axis. 

Interestingly, this second comparison of anti-corruption effectiveness and openness of budgeting 

does not present such a clear picture, perhaps indicative of either some noisiness in this measure 

without the benefit of controls or what the public perceptions literature noted to be a time lag 

between anti-corruption measures, in general, and changing public opinion. Scatterplots with the 

openness of budgeting broken down into component parts are provided in in the appendices. 

Neither of these figures provide evidence of causation; however, they do indicate that the 

relationships between the independent and dependent variables are of interest and relevant. 

         

Figures 4 & 5.  Scatterplots of Corruption Perceptions and Openness          
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B. Regression Results – Ordinary Least Squares Specifications   

Tables 5-7 present a more revealing picture as to the relationship between open budget 

processes and corruption perceptions using ordinary least squares (OLS). Table 5 captures the 

results of a simple regression of the three individual measures of budget openness and then a 

composite measure on each of the two dependent variables of anti-corruption effectiveness and 

corruption in government. Table 6 incorporates four additional variables to control for the 

effectiveness of government and voice of citizens based on the WGI, aggregate economic 

development, as well as a measure of the proportion of citizens surveyed in the GCB that had 

personally paid a bribe. Table 7 introduces one final variable to control for inequities in a 

country’s income distribution.  

Table 5 

 
 Table 5 presents the mixed results of the simple regression model. There appears to be a 

significant though small, positive relationship between consultation and perceptions of anti-

corruption effectiveness. A one-point increase in a country’s consultation score is associated with 

an increase of .002 in the proportion of citizens confident in their government’s anti-corruption 

OLS Regression Results - Base Model  
                   (1)                                 (2)                        (3)                                     (4) 

Variable Anti-Corruption 
Effectiveness 

Government 
Corruption 

Anti-Corruption 
Effectiveness 

Government  
Corruption 

Transparency -0.002 0.000    
  (0.002) (0.001)    
Consultation 0.002* 0.000    
  (0.001) (0.001)    
Monitoring -0.001 -0.002*    
  (0.001) (0.001)    
Openness   -0.001 -0.002** 
    (.001) (0.001) 
R-squared 0.076 0.113 0.023 0.101 
Prob>F 0.039 0.043 0.153 0.010 
N 94 94 94 94 
*Significant at the 95% confidence level.  
**Significant at the 99% confidence level. Robust standard errors are in parentheses. 
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credentials. In contrast, there is a small, negative relationship between monitoring and perceived 

government corruption, which is also significant. A one-point increase in a country’s monitoring 

score is associated with a decrease of .002 in the proportion of citizens that perceive their 

government to be corrupt. Similarly, there is a significant though small, negative relationship 

between the composite measure of openness and perceived government corruption. A one-point 

increase in a country’s openness score is associated with a decrease of .002 in the proportion of 

citizens that perceive their government to be corrupt. Relying on simple regression alone would 

be inadvisable, however, given that there are likely other confounding factors that could be 

correlated with both the open budgeting measures and perceptions of anti-corruption 

effectiveness and government corruption. The base model only explains between two and eight 

percent of the variation in anti-corruption effectiveness and between ten and eleven percent for 

government corruption among sample countries.  

Table 6 includes the results from a second stage model further testing these relationships, 

including control variables for: government effectiveness, citizen voice, aggregate income and 

bribes paid. The statistically significant, positive relationship between consultation and perceived 

anti-corruption is robust to the inclusion of these four control variables, with the same magnitude 

identified in the simple regression model. This is not true for the relationships of monitoring and 

openness with government corruption, however. Once government effectiveness, citizen voice, 

aggregate income and experience of paying bribes are controlled for, the magnitude of the 

relationship between monitoring and government corruption decreases from - .001 to 0, and that 

between openness and government corruption is reduced from -.002 to 0. Neither relationship is 

statistically significant at conventional levels any longer. The addition of these four controls 

substantially improved the explanatory power of the model, which now explains 38 percent of 
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the variation among sampled countries in perceived government corruption. This observation is 

reinforced by statistically significant relationships between paying a bribe, citizen voice and 

aggregate income with government corruption. These control variables are less helpful in 

explaining variation in the other dependent variable, as the R-squared value remained low and 

only one of the control variables, citizen voice, had a statistically significant relationship with 

anti-corruption effectiveness. 

Table 6 

 
As Table 7 reveals, incorporating a final control variable for inequities in a country’s 

income distribution increased the explanatory power of the model for anti-corruption 

OLS Regression Results - Including Controls, Without Inequality  
                   (5)                                (6)                        (7)                                   (8) 

Variable Anti-Corruption 
Effectiveness 

Government 
Corruption 

Anti-Corruption 
Effectiveness 

Government 
Corruption 

Transparency 0.000 0.000 
 

  
  (0.002) (0.001) 

 
  

Consultation 0.002* 0.000 
 

  
  (0.001) (0.001) 

 
  

Monitoring -0.001 
  

  
  (.001) 

  
  

Openness 
  

0.001 0.000 
  

  
(0.001) (0.000) 

BribePaid 0.172 0.175* 0.199 0.177* 
  (0.124) (0.074) (0.121) (0.070) 

WGI_Effectiveness 0.021 -0.022 0.016 -0.022 
  (0.020) (0.014) (0.020) (0.014) 
WGI_Voice -0.066* 0.059* -0.069* 0.058** 
  (0.032) (0.023) (0.032) (0.022) 
Aggregate Income 1.63e-07 -4.93e-06** 4.41e-07 -4.88e-06** 
  (1.43e-06) (1.00e-06)) (1.45e-06) (9.91e-07) 
R-squared 0.173 0.375 0.141 0.375 
Prob>F 0.005 0.000 0.003 0.000 
N 91 91 91 91 
*Significant at the 95% confidence level.  
**Significant at the 99% confidence level. Robust standard errors are in parentheses. 
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effectiveness to between 20 and 39 percent. This also removed the last statistically significant 

relationship between the independent and dependent variables. Once income distribution is 

controlled for, while the magnitude of the relationship between consultation and anti-corruption 

effectiveness remains the same at .002, it is no longer statistically significant at conventional 

levels. Conversely, the new control variable of income distribution is statistically significant.  

Table 7 

OLS Regression Results - Including Controls, With Inequality  
              (9)                                (10)                        (11)                                   (12) 

Variable Anti-Corruption 
Effectiveness 

Government  
Corruption 

Anti-Corruption 
Effectiveness 

Government 
Corruption 

Transparency -0.001 0.000 
 

  
  (0.002) (0.001) 

 
  

Consultation 0.002 0.000 
 

  
  (0.001) (0.001) 

 
  

Monitoring 0.000 0.000 
 

  
  (0.001) (0.001) 

 
  

Openness   0.001 0.000 

   
(0.001) (0.001) 

BribePaid 0.182 0.181* 0.204 0.178* 
  (0.124) (0.076) (0.119) (0.071) 

WGI_Effectiveness 0.032 -0.016 0.030 -0.015 
  (0.020) (0.014) (0.020) (0.014) 
WGI_Voice -0.066* 0.060 -0.069* 0.059** 
  (0.030) (0.023) (0.031) (0.022) 
Aggregate Income 0.000 0.000** 0.000 0.000 
  (0.000) (0.000) (0.000) (0.000) 

Income Distribution 0.004** 0.003 0.005** 0.002 
  (0.002) (0.001) (0.002) (0.001) 
R2 0.207 0.39 0.392 0.188 
Prob>F 0.000 0.000 0.000 0.000 
N 89 89 89 89 
*Significant at the 95% confidence level.  
**Significant at the 99% confidence level. Robust standard errors are in parentheses. 
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C. Descriptive Findings and Regression Results – Country-Year Fixed Effects 

As mentioned previously, the results of the OLS regressions with control variables may 

not capture the full story because data limitations preclude constructing individual control 

variables for all possible unobserved characteristics. Factors such as optimism, demography or 

time-bound international events could plausibly be correlated with both open budget processes 

and corruption perceptions; however, they are also difficult to construct control variables for. 

Country and year fixed effects were employed for a third round of data analysis with a subset of 

24 countries that had observations for both 2006 and 2010.   

Table 8 

 
Table 8 presents the means, standard deviations and ranges for the variables of interest 

for the subset of 24 countries (representing 48 country-year observations). Comparing the 

smaller sample of 24 countries with the full 70-country sample used for OLS regressions, the two 

Means, Standard Deviations and Ranges for the Subset of Twenty-Four Countries  

Variable Mean Standard 
Deviation Min Max	  

Openness of Budgeting Processes 46.35 19.96 3.36 81.82 
   Transparency 54.91 19.98 10.09 85.91 
   Consultation 36.21 19.53 0 72.33 
   Monitoring 47.92 28.1 0 100 
Citizen Corruption Perceptions       	  	  
   Government Corruption 0.52 0.141 0.14 0.76 
   Anti-Corruption Effectiveness 0.26 0.15 0.05 0.70 
Individual-Level Factors       	  	  
   Experience Paying a Bribe 0.19 0.16 0 0.64 
Country-Level Factors       	  	  
   Voice of Citizens in Government 0.19 0.74 -1.05 1.61 
   Effectiveness of Government 0.07 0.96 -1.87 2.24 
   Aggregate Income 12775.63 18964.37                  570             86390 
Number of Country-Year 
Observations 48 	  	   	  	   	  	  
Note: Openness, Transparency, Consultation and Monitoring are based on a range of 0-100, with higher scores 
indicating greater presence of these characteristics. Government Corruption and Anti-Corruption Effectiveness are 
percentages, with higher percentages indicating greater presence of these characteristics. Voice of Citizens and 
Government Effectiveness are based on a range from -2.5 to 2.5, with higher scores indicating greater presence of 
these characteristics. Income distribution is based on a range of 0-100. Higher scores indicate greater inequality. 
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groups have similar ranges and standard deviations for the independent variables. Countries in 

the 24-country sample scored approximately five points higher on average than the full sample 

on both the composite variable of openness, and the three subcomponents of transparency, 

consultation and monitoring. The smaller sample maintains the pattern identified previously in 

the 70-country sample, with countries scoring higher on transparency relative to other aspects of 

openness, on average. Within the dependent variable of interest, corruption perceptions, the 24 

countries had the same average proportion of citizens viewing their governments as corrupt as 

the full sample. The proportion of citizens viewing their government as effective in fighting 

corruption was slightly more varied across the two samples, with citizens in the 24-country 

sample more confident in their governments by six percentage points on average.  

Table 9 captures the results of the fixed effects regressions of the three individual 

measures of budget openness and then a composite measure on each of the two dependent 

variables of anti-corruption effectiveness and corruption in government. Control variables for 

government effectiveness, citizen voice, aggregate income and bribes paid were included as they 

are characteristics that vary both by country and by time period, thus not being accounted for by 

fixed effects alone. Given data limitations, the particular method of constructing the income 

distribution variable (based on an average of available GINI index information for a country 

between 2005 and 2010) made it collinear with fixed effects and was dropped from the model. 

Interestingly, the inclusion of fixed effects did not decisively improve the explanatory value of 

the model, with some R-squared values slightly increasing and others decreasing.  
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Table 9 

 
There appears to be a significant though small, positive relationship between the 

composite openness variable and perceptions of anti-corruption effectiveness. A one-point 

increase in a country’s consultation score is associated with an increase of .006 in the proportion 

of citizens confident in their government’s anti-corruption credentials, holding constant 

government effectiveness, citizen voice, aggregate income, bribes paid, as well as country and 

year fixed effects.  

Fixed Effects Regression Results 
                   (13)                               (14)                    (15)                                  (16) 

Variable Anti-Corruption 
Effectiveness 

Government 
Corruption 

Anti-Corruption 
Effectiveness 

Government 
Corruption 

Transparency 0.002 -0.002    
  (0.002) (0.002)    
Consultation 0.003 0.001    
  (0.002) (0.001)    
Monitoring 0.001 -0.001    
  (0.002) (0.001)    
Openness   0.006** -0.002 
    (0.002) (0.002) 
BribePaid 0.170 0.305 0.166 0.296 
  (0.196) (0.203) (0.196) (0.032) 
WGI_Effectiveness -0.031 -0.002 -0.033 -0.003 
  (0.031) (0.032) (0.031) (0.032) 
WGI_Voice -0.219 -0.428 -0.186 -0.374* 
  (0.031) (0.192) (0.290) (0.178) 
Aggregate Income 9.94e-06 6.46e-06 8.80e-06 4.40e-06 
  (6.48e-06) 3.79e-06 (5.70e-06) 3.20e-06 
Country and Year 
Fixed Effects Yes Yes Yes Yes 

R2 0.375 0.330 0.350 0.271 
Prob>F 0.139 0.001 0.044 0.060 
N 48 48 48 48 
*Significant at the 95% confidence level.  
**Significant at the 99% confidence level. Robust standard errors are in parentheses. 
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Looking at the three individual components of openness, however, tells a different story. 

Once government effectiveness, citizen voice, aggregate income, experience of paying bribes, as 

well as country and year fixed effects are controlled for, the individual components of openness 

are no longer significant when regressed against either of the two dependent variables. The 

inclusion of fixed effects also appears to dampen the influence of control variables such as 

aggregate income and bribes paid on corruption perceptions that were significant when only 

using OLS regressions. Of the control variables, only citizen voice remained significant when 

regressed against perceptions of government corruption, once fixed effects were included. 

VI. CONCLUSIONS AND POLICY IMPLICATIONS 

Understanding what, if any, effect there is of the openness of budgeting processes on 

citizen corruption perceptions is highly relevant to contemporary discussions of improving the 

legitimacy of government and restoring public trust. As noted previously, there is an increasing 

volume of funds going towards fiscal transparency and accountability initiatives, with little 

empirical basis. This study, through employing OLS and fixed effects regression analysis, sought 

to shed light on whether openness of budgeting processes is likely to achieve the desired results 

of improving citizens confidence and trust in their governments.  

A. Anti-Corruption Effectiveness and Openness of Budgeting 

It was hypothesized that countries with increased openness in their public budgeting 

processes would be associated with improved citizen perceptions of their government’s anti-

corruption effectiveness. Furthermore, it was expected that this positive relationship would be 

maintained across three openness sub-components of transparency, consultation and monitoring.  

Little evidence was found to support the contention that increased transparency positively 

affects citizen perceptions of their government’s anti-corruption credentials. Two regressions 
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found a negative correlation between transparency and anti-corruption effectiveness, while two 

found a positive correlation. When taking into account the relatively small magnitude of the 

coefficients, ranging between -0.002 and 0.002, and the corresponding standard error of 0.002, 

the relationship between transparency and anti-corruption perceptions appears to be miniscule. 

None of the regressions performed found a statistically significant relationship between 

transparency and perceived anti-corruption effectiveness. These findings are particularly 

noteworthy in light of the fact that the sampled countries, on average, scored higher on 

transparency compared with other aspects of openness, raising questions regarding the returns of 

investing in transparency alone for the purpose of building public trust.   

The relationship between consultation and perceptions of anti-corruption effectiveness 

was decidedly more consistent and in line with what was hypothesized. All four regressions 

found a positive correlation between consultation and perceptions of anti-corruption 

effectiveness, even with the inclusion of control variables and fixed effects. While the first two 

regressions found a statistically significant relationship between transparency and perceived anti-

corruption effectiveness, this was not robust to the inclusion of a control for income distribution 

and the introduction of fixed effects. The magnitude of the coefficient on consultation was 

consistently small at 0.002, however, especially when taking into account the corresponding 

standard error of 0.001. Putting the small size of these coefficients into context, the regression 

results imply that a 10-point change in a country’s consultation score could yield a 2-percentage 

point difference in perceived anti-corruption effectiveness and the same change in their 

monitoring or openness scores could trigger a similar size difference in perceived government 

corruption. While the results are suggestive, the lack of statistical significance once controls 
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were included and small size of the coefficients fails to provide compelling evidence of a 

relationship between consultation and perceptions of anti-corruption effectiveness.  

Three OLS regressions found a negative relationship between monitoring and perceived 

anti-corruption effectiveness that was inconsistent with the hypothesis. Introducing fixed effects 

identified a positive correlation in line with the hypothesized relationship, implying that there 

were unobserved characteristics correlated with both monitoring and perceptions of anti-

corruption effectiveness that caused the initial OLS regressions to be downwardly biased. Lack 

of statistical significance in any of the regressions and the relatively small size of the coefficients 

between -0.001 and 0.001, fails to provide compelling evidence of a correlation between 

monitoring and perceived anti-corruption effectiveness.  

Of all the independent variables considered, the composite measure of openness of 

budgeting was found to have a strongest relationship with perceived anti-corruption 

effectiveness. The three initial OLS regressions did not find a significant relationship and 

coefficients were once again small to non-existent, ranging between -0.001 and 0.001 with a 

standard error of 0.001. Employing fixed effects provided a clearer picture of the relationship, 

generating a relatively larger coefficient of 0.006, with a standard deviation of 0.002, as well as 

being statistically significant. Putting this into context, the fixed effects regression results imply 

that a 10-point change in a country’s openness score could yield a 6-percentage point difference 

in perceived anti-corruption effectiveness.  

B. Perceived Government Corruption and Openness of Budgeting 

This study hypothesized that countries with increased openness in their public budgeting 

processes would be associated with lower levels of perceived government corruption. 
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Furthermore, it was expected that this negative relationship would be maintained across three 

openness sub-components of transparency, consultation and monitoring.  

Little evidence was found to support the contention that increased transparency would 

cause citizens to perceive lower levels of government corruption. The three OLS regressions 

yielded a coefficient of 0.000, with a corresponding standard error of 0.001, implying a 

miniscule to non-existent relationship between transparency and perceived government 

corruption. While the introduction of fixed effects generated a slightly larger magnitude 

coefficient of -0.002, in line with the hypothesized negative relationship, none of the regressions 

performed found a statistically significant relationship between transparency and perceived 

government corruption.  

The study did not find compelling evidence of a correlation, either positive or negative, 

between consultation and perceived government corruption. The three OLS regressions yielded a 

coefficient of 0.000, with a corresponding standard error of 0.001. The addition of fixed effects, 

minimally increased the magnitude of the consultation coefficient to 0.001, but did not provide 

additional insight into this relationship.  None of the regressions found a statistically significant 

relationship between consultation and perceived government corruption.  

Neither did the study find compelling evidence of the relationship between monitoring 

and perceived government corruption. Although two of the regressions identified a negative 

correlation between monitoring and perceived government corruption, once control variables and 

fixed effects were included, none of the regressions maintained their statistical significance and 

the small coefficient on monitoring effectively became zero.  

Finally, regressions using the composite variable openness also reported a small 

coefficient ranging between -0.002 and 0.002. Once control variables and fixed effects were 
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accounted for, the openness variable lost its statistical significance and failed to provide 

suggestive evidence of a relationship between openness and perceptions of government 

corruption.  

C. Policy Implications 

The empirical tests performed underscore that the relationship between fiscal 

transparency and accountability initiatives and citizen perceptions may not be as clear or 

predictable as practitioners and policymakers would like. It is possible to derive several 

conclusions from this study’s empirical analysis of the relationship between openness and its 

sub-component parts with perceptions of anti-corruption effectiveness and government 

corruption. First, there was suggestive evidence to support the contention that consultation and 

openness were positively associated with perceived anti-corruption effectiveness. Second, once 

confounding factors were controlled for, there was no clear evidence to support the contention 

that openness, either as a composite or its three sub-components, was negatively correlated with 

perceived government corruption. Third, the results imply that the cumulative effect of the 

components of transparency, consultation and monitoring may have a stronger impact on 

perceptions of anti-corruption effectiveness and government corruption than they do as stand-

alone activities. Fourth, the small size of the coefficients on all of the independent variables 

implies that employing fiscal transparency and accountability initiatives (TAIs) to build public 

trust is an incremental process of changing public attitudes, whose broader impact may only be 

realized over time.   

D. Limitations and Opportunities 

In employing empirical techniques and utilizing two relatively new sources of time series 

data, this study provides a unique contribution to understanding the causal relationship between 



	  33	  

openness of public budgeting processes and citizen corruption perceptions. Nonetheless, there 

are three limitations of this study that should be considered in determining what conclusions can 

and cannot be drawn.  

First, the use of data from the Open Budget Survey and Global Corruption Barometer, 

necessarily limited both the sample size of countries and the number of years that could be 

analyzed. OLS regressions were conducted with the full sample of 70 countries and fixed effects 

techniques were used with a smaller subset of 24 countries that had observations for both 2006 

and 2010. While this is still a larger sample size than many of the related cross-country 

assessments discussed in the literature review, the relatively small amount of countries analyzed 

could bias the reported relationships between openness and citizen corruption perceptions. 

Similarly, this study used a relatively narrow five-year window for assessing the effect of open 

budgeting initiatives. If it is the case that it takes a longer period of time for open budgeting 

initiatives to substantively change citizen perceptions, the study could be understating this 

relationship simply due to restricting the scope of analysis to only five years.  

Second, because this study breaks new ground in using empirical techniques to analyze 

the relationship between openness of public budgeting and citizen corruption perceptions, the 

specification of the OLS and fixed effects models could be vulnerable to omitted variable bias. 

This point is underscored by the fact that even with the inclusion of several control variables and 

fixed effects, the R-squared values indicated that the model only explained between 27 and 37 

percent of the variability in the sample. This raises a real possibility that there are additional 

factors that are correlated with both openness and citizen perceptions that are not adequately 

reflected in the model causing the study to misstate this relationship. 
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Third, the construction of the income distribution control variable was hindered by data 

limitations, necessitating that an average be taken for as many years as there was GINI 

coefficient data over a five-year period. It was evident from the OLS regressions that there is a 

relationship between income distribution, openness and citizen corruption perceptions. 

Unfortunately, the use of an average, rather than data for each year, made the income distribution 

variable collinear with fixed effects and it was dropped to the detriment of the model, opening up 

the possibility of omitted variable bias.   

These three limitations do not negate the results and policy implications of this study; 

however, they do present opportunities for future research projects to remedy persistent gaps in 

available data and model specification, reduce omitted variable bias and improve the explanatory 

power of models used. It would be beneficial for future research studies to incorporate data for a 

larger group of countries over a longer time period, as well as identifying data sources to 

construct additional control variables including a better income distribution measure.  
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APPENDIX A:  Global Corruption Barometer Questions Used to Construct Variables 

The following survey questions were drawn from the Global Corruption Barometer 

(Transparency International, 2013).  

Variable Original Survey Question Sub-Categories 
Included  

Original Survey Scaling 

Government 
Corruption 

To what extent do you 
perceive the following 
categories in this country 
to be affected by 
corruption? 

1. Political Parties;   
2. Parliament;            
3. Education System;  
4. Medical System;    
5. Utilities;                 
6. Legal;                    
7. Registry & Permits;    
8. Tax Collection;                
9. Police 

Scale of 1-5, with 1 not corrupt and 5 
extremely corrupt. Reported as a 
percentage of sample population. 

Anti-
Corruption 
Effectiveness 

How would you assess 
your current government's 
actions in the fight against 
corruption? 

n/a Response categories: very effective or 
somewhat effective; neither effective nor 
ineffective;  very or somewhat ineffective. 
Reported as a percentage of sample 
population.  

Experience 
Paying a 
Bribe 

In the past 12 months, 
have you or anyone living 
in your household paid a 
bribe in any form to each 
of the following 
institutions/organizations? 

1. Education System; 
2. Medical System;    
3. Utilities;            
4. Registry & Permits; 
5. Tax Collection;         
6. Police 

Response categories: did not pay a bribe; 
paid a bribe; don't know/not available. 
Note: These answers are based only upon 
those that indicated that they had been in 
contact with these 
institutions/organizations in the past 12 
months.  
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APPENDIX B:  Open Budget Partnership Survey Questions Used to Construct Variables  

The following survey questions were drawn from the Open Budget Survey (International Budget 

Partnership, 2012).  

Variable Original Survey Question 
Transparency (56) Does the executive make available to the public a description of the tax rate or fee schedule 

for all revenue sources, including commercial projects involving the private sector? 
(57) Does the executive make available to the public an analysis of the distribution of the tax 
burden? 

(58) Does the executive make available to the public an explanation of the conditions associated 
with assistance from international financial institutions (IFI)? 

(59) Does the executive make available to the public an explanation of the conditions associated 
with assistance from donor countries? 

(60) Does the executive make available to the public a summary that describes the budget and its 
proposals? 

(62) Does the executive make available to the public non-technical definitions of terms used in the 
budget and other budget-related documents (for instance, in a glossary)? 

(63) Do citizens have the right in law to access government information, including budget 
information? 
(64) Are citizens able in practice to obtain financial information on expenditures for individual 
programs in a format that is more highly disaggregated than that which appears in the executive’s 
budget proposal if they request it (for example, from a ministry or agency)? 

(65) Are citizens able in practice to obtain non-financial information related to expenditures (for 
example, number of beneficiaries, number of persons employed by the program, etc.) for 
individual programs in a format that is more highly disaggregated than that which appears in the 
executive’s budget proposal if they request it from a ministry or agency? 

(67) Does the executive release to the public its timetable for preparation of the executive’s budget 
proposal? 

(71) When does the executive release a pre-budget statement to the public? 

(72) Does the pre-budget statement describe the government’s macroeconomic and fiscal 
framework? 
(73) Does the pre-budget statement describe the government’s policies and priorities that will 
guide the development of detailed estimates for the upcoming budget? 
 (74) Do the legislative committees that hold public hearings on individual budgets of central 
government administrative units release reports to the public on these hearings?  
(81) What is the most detail provided in the appropriation (expenditure budget) approved by the 
legislature? 

(82) How often does the executive release to the public in-year reports on actual expenditure? 

(83) What share of expenditure is covered by in-year reports on actual expenditure?  

(84) What is the most detail provided in the in-year reports on actual expenditures organized by 
administrative unit? 
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(85) Do the in-year reports released to the public compare actual year-to-date expenditure with 
either the original estimate for that period or the same period in the previous year? 
(86) How often does the executive release to the public in-year reports on actual revenue 
collections by source of revenue? 

(87) What share of revenue is covered by the in-year reports on actual revenue collections? 
(88) Do the in-year reports released to the public compare actual year-to-date revenue collections 
with either the original estimate for that period (based on the enacted budget) or the same period 
in the previous year? 
(89) Does the executive release to the public in-year reports on actual borrowing? 

(90) Do in-year reports released to the public on actual borrowing present information related to 
the composition of government debt (such as interest rates on the debt, maturity profile of the 
debt, and currency denomination of the debt) for the budget year? 
(91) For in-year reports on actual expenditure released to the public by the executive, how much 
time typically elapses between the end of the reporting period and when the report is released 
(e.g., are quarterly reports released less than 4 weeks after the end of the quarter)? 
(92) Does the executive release to the public a mid-year review of the budget that discusses the 
changes in economic outlook since the budget was enacted? 
 (93) Does the executive release to the public a mid-year review of the budget that includes 
updated expenditure estimates for the budget year underway? 
(95) Does the executive release to the public a mid-year review of the budget that includes 
updated revenue estimates for the budget year underway? 
(101) “How long after the end of the budget year does the executive release to the public a year-
end report that discusses the budget’s actual outcome for the year? 

(102) In the year-end report have the data on the actual outcomes been audited? 

(103) Does the year-end report explain the difference between the enacted levels and the actual 
outcome for expenditures? 
 (104) Does the year-end report explain the difference between the enacted levels and actual 
outcome for revenues?  

Consultation  (61) Does the executive publish a ‘citizens budget’ or some non-technical presentation intended 
for a wide audience that describes the budget and its proposals? 
 (70) Does the executive hold consultations with the public as part of its process of determining 
budget priorities? 
(75) Does a legislative committee(s) hold public hearings on the macroeconomic and fiscal 
framework presented in the budget in which testimony from the executive branch and the public is 
heard? 
(76) Do legislative committees hold public hearings on the individual budgets of central 
government administrative units in which testimony from the public is heard?  

(77) Does a legislative committee (or committees) hold public hearings on the individual budgets 
of central government administrative units (that is, ministries, departments, and agencies) in which 
testimony from the public is heard? 
(78) Do the legislative committees that hold public hearings release reports to the public on these 
hearings? 

Monitoring (64) Are citizens able in practice to obtain financial information on expenditures for individual 
programs in a format that is more highly disaggregated than that which appears in the executive’s 
budget proposal if they request it?” 
 (65) Are citizens able in practice to obtain non-financial information related to expenditures (i.e., 
– number of beneficiaries, etc.) for individual programs in a format that is more highly 
disaggregated than that which appears in the executive’s budget proposal if they request it from 
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the ministry?” 

(111) How long after the end of the fiscal year are the final annual expenditures of national 
departments audited and (except for secret programs) released to the public? 
 (112) Two years after the completion of a fiscal year, what percentage of annual expenditures has 
been audited and (except for secret programs) the reports released to the public? 

(113) Does the annual audit reports released to the public include an executive summary? 

 (119) Does the Supreme Audit Institution maintain formal mechanisms of communications with 
the public to receive complaints and suggestions to assist it in determining its audit program? 
(121) Does the executive make available to the public a report on what steps it has taken to 
address audit recommendations or findings that indicate a need for remedial action?  
(122) “Does either the Supreme Audit institution or the legislature release to the public a report 
that tracks actions taken by the executive to address audit recommendations?” 
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APPENDIX C:  Scatterplots of Sub-Components of Openness and Corruption Perceptions  

1. Government Corruption Vs. Openness, Transparency, Consultation and Monitoring 
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2. Corruption Effectiveness Vs. Openness, Transparency, Consultation and Monitoring  
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