
Measuring fiscal guidance transparency
Claudio Columbano, PhD

Assistant Professor
Department of Business Studies
Università degli Studi Roma III
ccolumbano@uniroma3.it

Institute of Public Finance (virtual) - 18 October 2022



What this paper is about
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This paper measures the extent to which governments are transparent in disclosing 
their own expectations about the future fiscal and economic outlook – fiscal guidance

Guidance in the form of 
numerical, point forecasts 
on individual items over 
several forecast horizons



Contribution
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Three contributions:
1. A comprehensive dataset of numerical forecasts disclosed by up to 28 countries over up to 

18 years

2. A measure of transparency based on the quantity of forecasts issued by each country - the 
“Fiscal Guidance Transparency” index (FGT index)

3. Preliminary analysis of the characteristics and correlates of the FGT index



Motivation
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A measure of fiscal guidance transparency is important for both theoretical and 
empirical reasons

https://it.depositphotos.com/11820545/stock-photo-uncertain-future.html https://www.managementors.co.uk/future-proofing-your-business-in-an-uncertain-future/ https://pastorlisaj.com/2018/06/25/sundays-sermon-the-gift-of-uncertainty/
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A measure of fiscal guidance transparency is important for both theoretical and 
empirical reasons



Institutional setting and data
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I exploit a feature of the EU setting: the Stability and Growth Pact (SGP)

The SGP has been widely studied, e.g., to measure fiscal forecast accuracy and the real 
and accounting effect of fiscal rules (Frankel and Schreger 2013; Alt et al. 2014)

However, few have exploited the fact that the SGP included:
• Mandatory annual reporting of Stability/Convergence Programme (SCP) 
• Voluntary disclosure provisions – up to 160 items between 2001 and 2018

Mandatory reporting derives from Articles 4 and 7 of the first SGP Regulation (1997) 

Voluntary disclosure derives from the Codes of Conduct on the format and content of 
SCPs



Institutional setting and data
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The institutional setting allows to observe:

Whether a government publishes a fiscal plan (SCP), and at which date
• Allows studying questions of delays/bargaining

Whether a fiscal plan (SCP) contains many or few of the forecasts required by the SGP 
Codes of Conduct
• Allows studying question of voluntary disclosure, capacity, change in disclosure policy, 

determinants of transparency…

Crucially (Cicatiello et al. 2017), these questions can be answered using panel data 
methods, because we observe the reporting/disclosure choices of up to 28 EU 
governments over multiple years (and forecast horizons)



Institutional setting and data
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I collect all the 434 SCPs published between 2001 and 2018

These contain up to 117 unique items on which a forecast was issued (1,674 
observations, up to 28 governments)

Each forecast is available at 1 lag and 4 forecast horizons beginning with the SCP 
publication year

The format of the SCP changes in line with the Codes of Conduct. However, the 
format is the same for all EU governments at any given vintage

Therefore, it is possible to construct a measure of transparency at the government-
vintage-forecast horizon level based on item-level disclosure



Institutional setting and data
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In particular, I organize data from the SCP according to the structure provided in the 
Code of Conduct (CoC) applicable to each vintage of SCP submissions

CoCs have regulated the rules for presentation and disclosure of voluntary and 
mandatory items that SCPs should contain

The number of voluntary items that countries should disclose grew over the years, 
from 93 to 161



Institutional setting and data
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The dataset also contains an estimated publication date for the 434 SCPs collected

This date was estimated by triangulating several public and private sources

When a publication date could not be retrieved, alternative dates from the SGP 
cycle were used following a rigorous quality check



Institutional setting and data

Institute of Public Finance (virtual) - 18 October 2022

At the end of the data collection process, the dataset appears as a (unbalanced) 
panel dataset with up to 28 countries on the 𝑐𝑐 dimension and up to 18 years on 
the 𝑡𝑡 dimension

Note:
The 𝑡𝑡 dimension really is a day 𝑑𝑑 dimensions, corresponding to the publication 
day
• Therefore, there may be multiple (or no) SCPs published by country 𝑖𝑖 in year 𝑡𝑡

Each SCP includes forecasts on each item 𝑖𝑖 at up to 4 forecast horizons 𝑘𝑘
• Therefore, each country-day (𝑐𝑐,𝑑𝑑) dyad nests up to 4 observations



Creating the fiscal guidance transparency (FGT) 
index
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I use these data to create the FGT index, which measures the transparency with 
which countries disclose their expectations/plans for the future fiscal and 
economic outlook as:

With 𝑖𝑖 ∈ (0,1) denoting the presence or absence of a forecast that the CoC 
applicable to day 𝑑𝑑 submissions recommended to disclose

The same procedure is used to calculate four sub-indices that measure 
transparency in the disclosure of forecasts on:
1. The economic outlook
2. The fiscal outlook
3. The debt outlook
4. Assumptions



Guidance events cluster in typical 
months/quarters
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Transparency varies across countries and years
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Transparency is lowest on forecasts on assets and 
liabilities
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Transparency declines in the forecast horizon
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Levels of guidance transparency are in the hands 
of government
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Limitations
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The FGT index does not claim to be a perfect measure of transparency
• It measures a EU phenomenon
• It only measures SCP forecasts (not considering EDP forecasts, for instance)
• It contains some (inevitable?) measurement error and instances of judgment
• It measures guidance ‘intensity’ rather than ‘quality’



Conclusions
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The fiscal guidance transparency index captures a forward-looking form of 
governmental disclosure
• It complements recent efforts to measure the degree of (fiscal) transparency based on 

either outcomes or processes
• It has the benefit of covering several countries and years, while being “matchable” with 

other data available at daily, weekly, monthly, quarterly, or yearly level, as well as with 
political datasets

I hope that the paper will encourage research along the following lines:
• Can guidance transparency backfire? (Prat 2005; Laffont and Tirole 1992)
• To what extent is there a demand for governments’ forecasts? (Columbano & Trombetta 

2022)
• What is the capital market effect of fiscal guidance? (Alt 2021; Columbano & Bafundi WP; 

Mosley, Paniagua and Wibbels 2020; Pástor and Veronesi 2012)
• Why do some governments delay the publication of their SCPs (Alt and Lowry 1994; 

Andersen, Lassen and Nielsen 2014; Edmonds et al. 2017)
• Is there a relation between guidance transparency and accuracy? (Penno 1997)
• Is guidance transparency affected by the political cycle? (Aaskoven 2016) To what extent 

it depend on administrative capacity? 
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