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Abstract 
This paper investigates how an office-motivated incumbent can use transparency enhancement 
on public spending to signal his budgetary management ability and win re-election. We show that 
when the incumbent faces a popular challenger, transparency policy can be an effective signaling 
device. A more popular challenger can reduce the probability to enhance transparency, while 
voters can be better off due to a more informative signaling. It is also shown that a higher level of 
public interest in fiscal issues can increase the probability of enhancing transparency, while voters 
can be worse off by a les informative signaling. 
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1 Introduction 
Enhancing fiscal transparency has been a central part of attempts to reform public sector 
governance in many countries since the late 1990s. Both the OECD and the IMF have re- 
cently published Codes of Best Practice for Fiscal Transparency to guide countries towards 
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′)dθ′ �� θ ∈ Θσ(a) ��� z = s

fθ(θ)�
θ′∈Θσ(a) fθ(θ
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′; σ) ��� QY (θ
′′; σ)− c ≤ QN (θ

′′; σ)�

F��� ���� QN(θ
′; σ) = QN(θ

′′; σ)� �� ��� ����� ����( �� )		��
���� �( QY (θ
′; σ) <

QY (θ
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���� �� ����������� �2��
�������

"���������	 �� �� 
�� ��
���
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�	�4 ��� 	���� �� �� ��� %�� %���
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�
θ<θ̂

v(α∗, θ, ω) fθ(θ)
Fθ(θ)

dθ ≥ v(α∗, θ0, ω0)

0 ��
�
θ<θ̂

v(α∗, θ, ω) fθ(θ)
Fθ(θ)

dθ < v(α∗, θ0, ω0)
.

$��	( ��� �1
����� 
���8 ���� N ��	 �� �� ������ � �� � �� ��� ����������� �2��
��"

����� 0���� ��� ����������� �2��
������ �	 � ����8 �2��
������( ����� �2��
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����� ����� f̃ (f)( ���� �	 F̃θ(θ) ��	�"����� 	�����	����
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?�� s(α∗, σp|f) �� ��� ������ �����6	 ����8 	����
 ����� � 
��
��� 	������� ��� f. $���(
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