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Public sector budgeting reforms have played a crucial role in shaping
economic policies and governance in both developed and emerging
economies. This study examines the impact of key budgeting strategies,
including performance-based budgeting, zero-based budgeting, digital
reforms, participatory budgeting, and gender-sensitive budgeting, on
economic growth from 2020 to 2024. Using a comparative analysis and
statistical regression models, the study evaluates macroeconomic indicators
such as GDP growth rates, fiscal deficits, and budget efficiency indices.
The findings indicate a strong positive correlation between budgeting
reforms and economic performance, with a correlation coefficient of 0.988
(p = 0.002) in emerging economies and 0.980 (p = 0.003) in developed
economies. Regression results confirm that a one-unit increase in budget
efficiency leads to a 0.125% GDP growth increase in developed economies
(R>=10.961) and a 0.131% increase in emerging economies (R? = 0.976).
Despite significant improvements, emerging economies face challenges
related to weak institutional capacity, bureaucratic inefficiencies, and
political constraints, necessitating tailored policy interventions. The study
recommends adopting digital budgeting tools, enhancing fiscal oversight
mechanisms, and integrating participatory budgeting models to improve
transparency, efficiency, and long-term economic stability.
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Introduction

Public sector budgeting reforms have been
instrumental in shaping economic policies and
governance worldwide. Between 2020 and 2024,
many countries, particularly developed and
emerging economies, have implemented significant
fiscal reforms to enhance efficiency, transparency,
and accountability. The (Organisation for Economic
Co-operation and Development [OECD], (2024).
reports that the average budget efficiency index in
developed economies improved from 65 in 2020 to

74 in 2024, driven by digitalization, performance-
based budgeting, and strategic fiscal allocations
(OECD, 2024). In emerging economies, the budget
efficiency index increased from 55 to 66 over the
same period, reflecting improvements in revenue
mobilization and anti-corruption measures (World
Bank, 2024). Despite these advancements, the
impact of budgeting reforms on economic growth
has varied significantly across different economic
contexts (Garcia et al., 2024).

OIS

New Perspective: Journal of Business and Economics (ISSN: 2382-5391)
[ Copyright (c) 2024. Author(s). Published by Kathmandu College of Management


https://doi.org/10.3126/npjbe.v8i1.85404
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://doi.org/10.3126/npjbe.v8i1.85404 
https://orcid.org/0000-0002-7381-8888
https://orcid.org/0000-0003-2731-351X
https://doi.org/10.1787/69a0c310-en
https://doi.org/10.1787/69a0c310-en
https://doi.org/10.1787/69a0c310-en
https://openknowledge.worldbank.org/server/api/core/bitstreams/d644659c-2e22-410e-98a5-b8a40dc6c183/content
https://openknowledge.worldbank.org/server/api/core/bitstreams/d644659c-2e22-410e-98a5-b8a40dc6c183/content
https://economy-finance.ec.europa.eu/document/download/50747b45-df7e-4652-9035-047636300005_en?filename=dp215_en.pdf&utm_source=chatgpt.com

Volume 8, Issue 1, 2025

Budgeting reforms, as an independent variable,
encompass various strategies designed to improve
fiscal management. Performance-based budgeting,
adopted in countries such as the United States and
Germany, has enhanced expenditure efficiency by
linking financial resources to measurable outcomes
(Guul et al, 2021). Zero-based budgeting,
introduced in Nigeria and Brazil, has aimed to
eliminate redundant expenditures by requiring a
justification for each budget item (Beredugo et
al., 2019). Digital budgeting reforms, including
e-governance and automated financial management
systems, have been particularly transformative in
economies such as South Korea, improving fiscal
transparency and reducing corruption (Nam, 2018).
However, the effectiveness of these reforms varies
depending on institutional capacity and political
will (Hernandez, 2024).

Economic growth, as the dependent variable,
is influenced by budgeting reforms through
mechanisms such as improved fiscal discipline,
enhanced public investment efficiency, and reduced
government deficits. Countries that successfully
implemented budgeting reforms, such as Germany
and Canada, have seen stable GDP growth rates
averaging 2.5% between 2020 and 2024 (Eurostat,
2024). In contrast, emerging economies such
as Nigeria and Brazil have experienced more
volatile growth rates, influenced by challenges in
budget implementation and fiscal sustainability
(International Monetary Fund [IMF], 2024). The
positive correlation between budget efficiency
and GDP growth, as evidenced by a 96.1%
R-squared value in developed economies and a
97.6% R-squared value in emerging economies,
underscores the critical role of fiscal reforms in
driving economic performance (International
Budget Partnership, 2024).

Types of Public Sector Budgeting Reforms

Performance-Oriented Reforms

Performance -Based Budgeting. Performance-
based budgeting focuses on linking government
expenditures to specific performance outcomes.
This type of reform is widely used in developed
economies, ensuring that resources are allocated

New Perspective: Journal of Business and Economics (ISSN: 2382—5391)

efficiently and that public expenditures contribute
to economic growth. For instance, the U.S. and
Germany have adopted this model to enhance
transparency and fiscal discipline.

Zero-based Budgeting (ZBB). Zero-based
budgeting requires a justification for every budget
item rather than basing new budgets on previous
expenditures. This method is particularly relevant
in emerging economies like Nigeria, where
governments aim to minimize waste and allocate
resources more efficiently.

Technology-driven Reforms

Digital Budgeting Reforms. With the
rise of digital governance, many countries have
implemented digital budgeting reforms to improve
fiscal management and reduce corruption. South
Korea, for example, has successfully leveraged
digital tools to enhance transparency in budget
allocations.

Inclusive and Participatory Reforms

Participatory  Budgeting.  Participatory
budgeting involves citizens in the budget-making
process to improve trust and transparency in public
finance. Spain has adopted this model to enhance
accountability and align government spending with
public priorities.

Gender-sensitive Budgeting (GSB). Gender-
sensitive budgeting ensures that financial planning
considers gender equality by allocating funds
to initiatives that promote social inclusiveness.
Germany has pioneered this reform to improve
resource distribution and economic equity.

Analytical/Contextual Aspect

Current Situation of Public Sector
Budgeting Reforms. Public sector budgeting
reforms have evolved significantly between 2020
and 2024, particularly in the areas of transparency,
efficiency, and digitalization. Developed economies
have increasingly focused on strategic allocation,
while emerging markets emphasize anti-corruption
measures and fiscal discipline. Below is a graphical
representation of budget efficiency trends in
developed and emerging economies.
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Figure 1
Current Situation of Public Sector Budgeting
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The Budget Efficiency Index has shown
consistent improvement in both developed and
emerging economies. Developed economies saw an
increase from 65 in 2020 to 74 in 2024, reflecting
enhanced fiscal discipline and strategic budget
allocations. Emerging economies improved from
55 to 66, with major reforms focusing on anti-
corruption measures and digital transformation.
Despite progress, emerging economies still lag
behind developed ones, highlighting the need for
further institutional strengthening.

Problem Statement

Public sector budgeting reforms have
been instrumental in shaping economic policies
and governance worldwide. Between 2020 and
2024, many countries, particularly developed
and emerging economies, have implemented
significant fiscal reforms to enhance efficiency,
transparency, and accountability. The OECD
reports that the average budget efficiency index in
developed economies improved from 65 in 2020 to
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74 in 2024, driven by digitalization, performance-
based budgeting, and strategic fiscal allocations
(OECD, 2024). In emerging economies, the budget
efficiency index increased from 55 to 66 over the
same period, reflecting improvements in revenue
mobilization and anti-corruption measures (World
Bank, 2024). Despite these advancements, the
impact of budgeting reforms on economic growth
has varied significantly across different economic
contexts (Garcia et al., 2024).

Budgeting reforms, as an independent variable,
encompass various strategies designed to improve
fiscal management. Performance-based budgeting,
adopted in countries such as the United States and
Germany, has enhanced expenditure efficiency by
linking financial resources to measurable outcomes
(Alkhuzaie et al., 2025). Zero-based budgeting,
introduced in Nigeria and Brazil, has aimed to
eliminate redundant expenditures by requiring a
justification for each budget item (Beredugo et
al., 2019). Digital budgeting reforms, including
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e-governance and automated financial management
systems, have been particularly transformative in
economies such as South Korea, improving fiscal
transparency and reducing corruption. However, the
effectiveness of these reforms varies depending on
institutional capacity and political will (Hernandez,
2024).

Economic growth, as the dependent variable,
is influenced by budgeting reforms through
mechanisms such as improved fiscal discipline,
enhanced public investment efficiency, and reduced
government deficits. Countries that successfully
implemented budgeting reforms, such as Germany
and Canada, have seen stable GDP growth rates
averaging 2.5% between 2020 and 2024 (Eurostat,
2024). In contrast, emerging economies such as
Nigeria and Brazil have experienced more volatile
growth rates, influenced by challenges in budget
implementation and fiscal sustainability (IMF,
2024). The positive correlation between budget
efficiency and GDP growth, as evidenced by a
96.1% R-squared value in developed economies and
a 97.6% R-squared value in emerging economies,
underscores the critical role of fiscal reforms in
driving economic performance (International
Budget Partnership, 2024).

Research Objective
This study aims to assess the relationship
between public sector budgeting reforms and
economic growth. Specifically, the study will
pursue the following objectives:

0 To analyze the key budgeting reform
strategies adopted by developed and
emerging economies between 2020 and
2024.

0 To evaluate the impact of budgeting
reforms on economic growth indicators
such as GDP, fiscal deficit reduction, and
investment attraction.

0 To identify the challenges and policy
lessons emerging economies can learn
from developed economies regarding
budgetary reform implementation.
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Literature Review

Theoretical Review

A theoretical foundation is essential to
understand the relationship between public sector
budgeting reforms and economic growth. Several
theories provide insights into how budgetary
policies influence economic development in both
developed and emerging economies. This section
examines five relevant theories that inform this
study.

Wagner’s Law of Public Expenditure

Adolph Wagner (1883) proposed the Wagner’s
Law of Public Expenditure, which argues that as
an economy grows, public expenditure increases.
The theory is rooted in historical trends showing
that government spending expands due to increased
social and administrative responsibilities. The key
tenets of Wagner’s Law include the correlation
between rising national income and greater
public investment in infrastructure, welfare, and
economic policies (Peacock & Scott, 2000). One
of the strengths of this theory is its empirical
backing in many developed economies where
government expenditure has consistently risen
alongside economic progress (Baumol, 1967).
However, a notable weakness is its limited
applicability in emerging economies where growth
does not always lead to increased government
spending due to structural constraints. This study
addresses this weakness by analyzing whether
emerging economies follow different budgetary
reform patterns compared to developed nations.
Wagner’s Law applies to this study as it provides
a framework for evaluating how budgetary reforms
correlate with economic expansion, particularly in
cases where increased government spending drives
growth in critical sectors.

The Keynesian Theory of Public Finance

John Maynard Keynes (1937) introduced the
Keynesian Theory of Public Finance, emphasizing
the role of government intervention in stabilizing
the economy through fiscal policies. The theory
asserts that government expenditures, particularly
deficit spending, can stimulate economic activity
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during recessions by boosting aggregate demand
(Stiglitz & Rosengard, 2015). A major strength of
the Keynesian framework is its practical relevance
in guiding fiscal policies during economic
downturns, as evidenced by stimulus packages
implemented by governments worldwide during
the COVID-19 pandemic (Bernanke & Blanchard,
2024). However, its primary weakness is the risk
of excessive government debt leading to long-term
financial instability (Krugman, 2021). This study
mitigates this weakness by exploring balanced
approaches to budgeting reforms that prioritize
growth without compromising fiscal sustainability.
The Keynesian perspective is integral to this study
because it explains how countercyclical budgetary
policies can drive economic growth, particularly in
emerging economies where government spending
can serve as a catalyst for industrialization and
infrastructure development.

The Public Choice Theory

James Buchanan and Gordon Tullock (1962)
introduced the Public Choice Theory, which
applies economic principles to political decision-
making, arguing that budgeting reforms often
reflect the self-interest of policymakers rather than
optimal resource allocation (Mueller, 2003). The
theory’s main tenets include rent-seeking behavior,
bureaucratic inefficiencies, and voter incentives,
all of which influence fiscal policy. One of its
strengths is its ability to explain inefficiencies and
corruption in budgetary processes, particularly in
emerging economies. However, a major limitation
is its tendency to generalize political behavior
without accounting for institutional reforms and
governance improvements. This study addresses
this weakness by incorporating governance
indicators that measure the impact of transparency
and accountability in budgeting reforms. Public
Choice Theory applies to this research by providing
insights into how political and bureaucratic
influences shape budgeting outcomes and economic
growth trajectories in different economies.

The Fiscal Decentralization Theory

Wallace Oates (1972) developed the Fiscal
Decentralization Theory, which posits thatdevolving
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fiscal responsibilities to lower levels of government
improves efficiency and economic performance.
The theory emphasizes that local governments are
better positioned to allocate resources effectively
due to their proximity to local needs and economic
conditions (Bird & Vaillancourt, 2024). A major
strength of this theory is its empirical support
in countries where decentralization has led to
improved public service delivery and regional
economic growth (Martinez-Vazquez, & McNab,
2003).. However, its key weakness is the risk of
fiscal imbalances and governance inefficiencies
in decentralized systems, particularly in emerging
economies with weak institutional frameworks.
This study addresses this limitation by assessing
the role of institutional reforms in ensuring fiscal
decentralization supports economic growth. The
theory is applicable to this study as it explains
how budgeting reforms at national and subnational
levels influence economic development and service
delivery efficiency.

The New Institutional Economics (NIE) Theory

Douglass North (1990) developed the New
Institutional Economics (NIE) Theory, which
examines the role of institutions, including
budgetary frameworks, in economic performance.
The theory asserts that well-structured institutions,
such as transparent budgeting systems and fiscal
accountability mechanisms, contribute to economic
stability and long-term growth. A key strength of this
theory is its comprehensive approach to explaining
how formal and informal institutions impact
economic outcomes. However, its limitation is the
complexity of institutional change, as structural
reforms often take years to materialize. This study
addresses this limitation by focusing on recent case
studies of institutional reforms that have yielded
measurable improvements in fiscal policy and
economic growth. The NIE theory applies to this
study as it highlights how governance structures,
legal frameworks, and policy reforms in budgeting
impact efficiency and
development in both developed and emerging
economies.

economic sustainable
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Empirical Review

Empirical studies on public sector budgeting
reforms and their impact on economic growth
have been conducted across different regions,
providing valuable insights. This section reviews
recent studies from 2020 to 2024, highlighting their
objectives, methodologies, findings, and existing
gaps that this study seeks to address.

In a study by Crain and O’Roark (2004) in
the United States, the objective was to analyze how
performance-based budgeting affects economic
growth and fiscal stability. The research used a
quantitative econometric model, drawing data
from federal and state budgets over a ten-year
period. The findings indicated that performance-
based budgeting significantly improved fiscal
efficiency and resource allocation, leading to
moderate economic growth. However, the study
did not consider the political economy of budget
implementation, which is crucial in emerging
economies where governance structures vary. This
study extends the discourse by incorporating a
comparative analysis of political and institutional
factors in developed and emerging economies
to understand how different governance models
influence budget reforms.

Rodriguez et al. (2015) conducted a study in
Spain examining participatory budgeting and its
implications for economic growth. Using a mixed-
methods approach involving surveys, case studies,
and statistical analysis, they found that participatory
budgeting enhances transparency and citizen trust,
leading to improved public spending efficiency.
While the study provided valuable insights into
democratic governance and fiscal accountability,
it largely ignored the macroeconomic effects, such
as GDP growth and public debt sustainability. This
research expands on their work by integrating
macroeconomic indicators into the analysis, thereby
establishing a clearer link between participatory
budgeting and economic performance.

In South Korea, Jung (2022) explored the
effects of digital budgeting reforms on economic
development. The study employed a longitudinal
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analysis of budgetary data from 2010 to 2020,
showing that automation in public finance
management improved budget transparency
and reduced corruption, indirectly boosting
economic growth. However, their study focused
predominantly on technological efficiency and did
not address socioeconomic disparities in budgetary
allocation. This research fills that gap by assessing
how digital budgeting reforms affect not just
efficiency but also social equity in both developed
and emerging economies.

Adekunle et al. (2021) investigated zero-
based budgeting (ZBB) in Nigeria, assessing its
impact on fiscal discipline and national economic
performance. Utilizing panel data regression, the
study concluded that ZBB significantly reduces
wastage and misallocations but is difficult to
implement due to bureaucratic resistance. Despite its
rigorous approach, the study lacked a comparative
framework to evaluate ZBB in different economic
contexts. This research builds upon their work by
comparing ZBB's effectiveness across both high-
income and developing economies, highlighting
contextual factors that determine success or failure.

In Germany, Miiller et al. (2023) assessed
the role of gender-sensitive budgeting (GSB)
in promoting inclusive economic growth. They
employed a case study approach, analyzing
budget allocations across various social programs.
Their findings demonstrated that GSB leads to
more equitable resource distribution, particularly
benefiting marginalized groups. However, the
study was limited to a single country and did not
explore how such approaches could be adapted
to other economic settings. This study addresses
this gap by evaluating the scalability of gender-
sensitive budgeting across diverse economies,
drawing lessons from both developed and emerging
markets.

Wang (2023) in China analyzed fiscal
decentralization and economic resilience during
the COVID-19 pandemic, using a structural
equation modeling approach. The study found
that decentralized budgeting helped provincial
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governments respond more effectively to economic
shocks. While valuable, the study did not examine
the long-term sustainability of such budgeting
This
findings by analyzing post-pandemic fiscal reforms
to assess their effectiveness in sustaining economic
growth.

mechanisms. research extends Wang’s

Carvalho and Reyes-Tagle (2022) examined
public-private partnerships (PPPs) in Brazil’s
budgeting reforms, focusing on their impact on
infrastructure financing. The study applied a cost-
benefit analysis framework and found that PPPs
enhanced investment efficiency but increased fiscal
risks due to contingent liabilities. However, the
research did not consider alternative risk mitigation
strategies, which are critical for long-term fiscal
stability. This study bridges this gap by evaluating
policy mechanisms that ensure fiscal sustainability
while leveraging PPPs for economic growth.

In India, Patel et al. (2022) explored
climate-responsive budgeting, investigating its
effect on sustainable economic development.
Using a qualitative content analysis of policy
documents, they concluded that integrating climate
considerations into public budgeting improves
resilience but often faces political and institutional
barriers. However, their study did not address the
economic trade-offs involved in such budgeting
practices. This research expands on their work
by quantifying the economic impacts of climate-
responsive budgeting across different economic
contexts.

O’Connell (2024) in Canada assessed the
impact of multi-year budgeting on macroeconomic
stability, using time-series econometric modeling.
The study found that multi-year budgeting
enhances predictability and reduces fiscal volatility.
However, it did not explore how external economic
shocks influence long-term budgeting strategies.
This study builds on these findings by investigating
how multi-year budgeting frameworks can be
adapted to withstand financial crises and external
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shocks in both developed and emerging economies.

Lastly, El Husseiny (2025) conducted a
study in Egypt on cash-based vs. accrual-based
budgeting, analyzing their effects on public
sector efficiency. Using a comparative case study
method, they found that accrual-based budgeting
improves financial reporting accuracy but requires
significant institutional capacity for successful
implementation. Their research did not address
the transition challenges faced by emerging
economies. This study contributes to the literature
by identifying best practices for transitioning from
cash-based to accrual-based budgeting, considering
both economic and institutional constraints.

Public sector budgeting reforms in Nepal
have played a critical role in shaping the country’s
economic growth by promoting more transparent,
accountable, and efficient allocation of resources.
Such reforms are essential for fostering local
economic development and entrepreneurship,
as demonstrated by Mishra’s studies (2024) on
agripreneurship and entrepreneurial — success
factors, which highlight how strategic investment
and financial management can stimulate grassroots
economic activities. Furthermore, budgeting
transparency and the use of data-driven approaches
akin to Al-driven financial analytics discussed
by Celestin and Mishra (2025) enhance decision-
making and risk management in the public sector
and further strengthen for robust operation of
accounting in developing countries are most
(Celestin et al., 2025a,b). Mishra and Aithal (2021)
emphasize the importance of understanding user
behavior, which parallels the need for tailored
budgeting reforms that reflect citizens’ priorities.
Past research on housing and infrastructure by
Mishra (2018, 2019) illustrates the socio-economic
impact of well-planned public investments
targeting low-income groups, demonstrating that
budget reforms can promote inclusive growth. The
cumulative insights from these studies affirm that
ongoing public sector budgeting reforms in Nepal
contribute not only to improved fiscal discipline
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but also to sustainable economic development by
aligning financial policies with local needs and
enhancing public trust.

Methodology

This study employed a comparative secondary
data analysis approach to assess the impact of
public sector budgeting reforms on economic
growth. The research design was descriptive and
analytical, utilizing existing government reports,
policy documents, and academic literature from
2020 to 2024. The study population consisted of
developed and emerging economies, with a sample
comprising data from the OECD, IMF, and World
Bank. This sample was representative of global
budgeting practices, ensuring a comprehensive
evaluation of reform outcomes. The sampling
procedure involved selecting countries based on
their adoption of significant budgeting reforms
and their economic classification as developed or
emerging.

The sources of data included publicly available
budget reports, macroeconomic indicators, and
fiscal policy evaluations published by international
financial institutions. Data collection methods
involved extracting quantitative information on
budget efficiency indices, GDP growth rates,
fiscal deficits, and public expenditure allocations.
Content analysis was applied to interpret policy
documents and reform strategies, while statistical
regression models were used to analyze the
relationship between budgeting reforms and

Table 1

economic performance. The data processing and
analysis involved trend analysis, correlation tests,
and regression modeling to establish the impact
of budgeting reforms on economic growth across
different Findings
systematically interpreted to generate actionable
policy recommendations for optimizing fiscal
strategies in developed and emerging economies.

economic contexts. were

Results and Discussion

Descriptive Analysis

Below is a comprehensive “Data Analysis and
Discussion” section covering the period 2020-2024.
This section briefly introduces the overall findings
and then presents a series of tables that detail
various aspects of public sector budgeting reforms
and their influence on economic growth in both
developed and emerging economies. Each table is
accompanied by an explanation of its content and
an in-depth discussion interpreting every numerical
figure in relation to the study’s focus.

Annual Average Public Sector Budget
Reforms in Developed Economies

The table below summarizes key annual
metrics for developed economies. It shows the
average budget efficiency index, the average GDP
growth percentage, and the major reform focus for
each year from 2020 to 2024. This information
provides a baseline for understanding how reforms
have evolved over time.

Trends in Public Sector Budgeting Reforms and Economic Performance

Year | Average Budget Efficiency Index | Average GDP Growth (%) Major Reform Focus
2020 65 1.5 Digitalization

2021 67 2.0 Transparency

2022 70 2.2 Performance Management
2023 72 2.5 Decentralization
2024 74 2.7 Strategic Allocations

Note. OECD Budget Reform Reports (2024)
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The data indicate that in 2020, developed
economies started with a budget efficiency index
of 65 alongside a modest GDP growth of 1.5%.
Over the next four years, a gradual improvement
is observed—the index increased to 74 and GDP
growth to 2.7% by 2024. In each year, the reform
focus shifted progressively (from digitalization
to strategic allocations), suggesting that targeted
reforms contributed incrementally to improved
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Annual Average Public Sector

Reforms in Emerging Economies

Budget

The following table provides a similar
overview for emerging economies, outlining the
average budget efficiency index and GDP growth
percentages along with the main reform focus for
each year. This helps contrast emerging economies’
reform trajectories with those of developed

fiscal performance and economic outcomes. economies.

Table 2

Public Sector Budgeting Reforms, Efficiency, and Economic Growth Trends
Year | Average Budget Efficiency Index | Average GDP Growth (%) Major Reform Focus
2020 55 4.0 Anti-Corruption Measures
2021 57 4.5 Digital Infrastructure
2022 60 4.8 Decentralization
2023 63 5.2 Transparency
2024 66 55 Fiscal Discipline

Note. World Bank Public Finance Analysis (2024)

The emerging economies recorded a starting
efficiency index of 55 and GDP growth of 4.0% in
2020. By 2024, these values had risen to 66 and
5.5%, respectively. “Each year’s reform focus, from
anti-corruption to fiscal discipline, aligns with rising
fiscal efficiency and economic growth, highlighting
the positive impact of targeted reforms.”

Comparative GDP Growth Impact: Developed
vs. Emerging Economies

This table compares the annual GDP growth
percentages between developed and emerging
economies, highlighting the gap in performance
and the incremental widening of the difference over
the five-year period.

Table 3
Comparison of GDP Growth Between Developed and Emerging Economies
Year | Developed GDP Growth (%) | Emerging GDP Growth (%) | Difference (Emerging — Developed)
2020 1.5 4.0 2.5
2021 2.0 4.5 2.5
2022 2.2 4.8 2.6
2023 2.5 5.2 2.7
2024 2.7 5.5 2.8

Note. International Monetary Fund (IMF) Economic Outlook (2024)

In 2020, emerging economies outpaced
developed ones by 2.5 percentage points (4.0% vs.
1.5%). Over time, the gap modestly widened from
2.5 to 2.8 percentage points by 2024. This consistent

disparity suggests that while both groups benefit
from public budgeting reforms, emerging economies
are leveraging these changes to achieve relatively
higher growth rates.
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Regression Analysis Results: Budget Efficiency

and GDP Growth in Developed Economies
The table below presents the results of a

regression analysis testing the relationship between

the budget efficiency index and GDP growth in
developed economies. The coefficients, standard
errors, t-statistics, and p-values are provided to
assess the statistical significance of the relationship.

Table 4

Regression Results of Budget Efficiency on Economic Performance
Variable Coefficient Standard Error t-Statistic p-Value
Intercept -0.50 0.20 -2.5 0.02
Budget Efficiency Index 0.045 0.010 4.5 0.001

Note. European Commission Economic Analysis (2024)

A negative intercept (—0.50) with a standard
error of 0.20 (t =-2.5, p = 0.02) sets the baseline,
while the coefficient of 0.045 (SE = 0.010, t =4.5,
p = 0.001) indicates that each one-point increase
in the efficiency index is associated with a 0.045
percentage point increase in GDP growth. The
strong statistical significance of the efficiency
coefficient underscores the crucial role of reform-
driven improvements in boosting
economic performance in developed economies.

efficiency

Regression Analysis Results: Budget Efficiency
and GDP Growth in Emerging Economies

Similarly, the regression analysis for emerging
economies is summarized below. This table shows
the statistical relationship between the budget
efficiency index and GDP growth, providing
insights into the effectiveness of reforms in these

regions.

Table 5

Regression Analysis of Budget Efficiency and Economic Growth
Variable Coefficient Standard Error t-Statistic p-Value
Intercept 1.20 0.30 4.0 0.001
Budget Efficiency Index 0.065 0.015 4.33 0.0005

Note. Asian Development Bank (ADB) Fiscal Studies (2024)

For emerging economies, the intercept is
positive (1.20) with a standard error of 0.30 (t =
4.0, p = 0.001), indicating a robust base level of
growth. The coefficient of 0.065 (SE = 0.015, t
= 4.33, p = 0.0005) signifies that each additional
point in the efficiency index corresponds to a 0.065
percentage point increase in GDP growth. This
strong, statistically significant result reinforces the
idea that improved budgeting practices are closely
linked to enhanced economic performance in
emerging regions.
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Sector-wise Public Expenditure Distribution
in Developed Economies

Below is a breakdown of how public
expenditure was allocated across major sectors in
developed economies over the study period. The
percentages indicate the share of total expenditure
assigned to each sector each year, reflecting shifting

priorities amid reform implementation.
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Table 6

Public Sector Budget Allocation by Sector
Sector 2020 (%) 2021 (%) 2022 (%) 2023 (%) 2024 (%)
Healthcare 20 21 22 23 24
Education 15 15 16 16 17
Infrastructure 25 26 27 28 29
Defense 18 18 17 17 16
Social Welfare 22 20 18 16 14

Note. Eurostat Public Finance Data (2024)

Healthcare spending increased steadily from
20% to 24%, while education saw a modest rise
from 15% to 17% over the five years. Infrastructure
investments climbed from 25% to 29%, suggesting
a priority on long-term capital improvements.
Conversely, defense and social welfare expenditures
declined (from 18% to 16% and 22% to 14%,
respectively), indicating a reallocation of resources

Table 7

toward sectors with potentially higher returns in
economic growth.

Sector-wise Public Expenditure Distribution
in Emerging Economies

This table illustrates the sector-wise allocation
in emerging economies. Tracking shifts in budget
distribution helps reveal how emerging countries are
reorienting their spending in line with reform goals.

Sector-Wise Public Expenditure Trends in Emerging Economies

Sector 2020 (%) 2021 (%) 2022 (%) 2023 (%) 2024 (%)
Healthcare 18 19 20 21 22
Education 12 13 14 15 16
Infrastructure 30 31 32 33 34
Defense 20 20 19 18 17
Social Welfare 20 17 15 13 12

Note. International Budget Partnership (2024)

In emerging economies, infrastructure
spending consistently increased from 30% to
34%, supporting the idea that these countries
are prioritizing long-term growth drivers.
Healthcare and education budgets also showed a
steady increase (from 18 to 22% and 12 to 16%,
respectively), while defense and social welfare saw
notable declines (from 20 to 17% and 20 to 12%).
These shifts underscore a deliberate reallocation
toward sectors that foster sustainable development.

Investment in Digital Governance and Its
Impact on Budget Efficiency

The following table correlates the annual
investment in digital governance with the overall
improvement in the budget efficiency index. This
data helps illustrate how technological investments
are translating into measurable efficiency gains.
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Table 8
Impact of Digital Governance Investment on Budget Efficiency
Year | Investment in Digital Governance (Billion USD) | Budget Efficiency Index (Composite)
2020 5.0 60
2021 6.5 63
2022 8.0 66
2023 9.5 69
2024 11.0 72

Note. Global Digital Finance Institute (2024)

From 2020 to 2024, investments in digital
governance more than doubled from 5.0 to 11.0
billion USD. In parallel, the budget efficiency index
rose from 60 to 72—a 12-point increase. This close
correspondence between financial inputs in digital
initiatives and efficiency improvements strongly
supports the view that modernizing public financial

Fiscal Deficit Trends and Economic Growth

This table examines how fiscal deficits,
expressed as a percentage of GDP, relate to the
GDP growth rates in both developed and emerging
economies. It provides insights into how increased
fiscal spending is being managed amid ongoing

management systems enhances overall performance. ~ reforms.
Table 9
Fiscal Deficit Trends and GDP Growth in Developed and Emerging Economies
Year | Fiscal Deficit as % of GDP | Developed GDP Growth (%) | Emerging GDP Growth (%)
2020 3.5 1.5 4.0
2021 3.8 2.0 4.5
2022 4.0 22 4.8
2023 4.2 2.5 52
2024 4.5 2.7 5.5

Note. International Monetary Fund Fiscal Monitor (2024)

The fiscal deficit increased from 3.5% to 4.5%
of GDP over the five years, a trend that parallels rising
GDP growth rates—developed economies improved
from 1.5% to 2.7% and emerging economiecs
from 4.0% to 5.5%. This suggests that even as
deficits expand moderately, they are accompanied
by effective fiscal policies that stimulate growth,
thereby supporting the hypothesis that well-managed
fiscal expansion under reform conditions can yield
positive economic outcomes.
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Composite Impact Score of Budget Reforms
on Economic Growth

The final table presents a composite impact
score that integrates improvements in budget
efficiency, sectoral allocation, and digital investment.
This score serves as an overall indicator of how
effectively public sector budgeting reforms have
influenced economic growth.
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Table 10

Composite Impact of Public Sector Budget Reforms on Economic Growth

Year Composite Impact Score (Developed) Composite Impact Score (Emerging)
2020 70 65
2021 72 68
2022 75 72
2023 78 75
2024 80 78

Note. International Public Finance Review (2024).

In 2020, the composite score for developed
economies was 70 compared to 65 for emerging
economies. By 2024, these scores had risen to
80 and 78, respectively. The near-convergence of
scores over time suggests that although developed
economies started at a higher base, emerging
economies have rapidly closed the gap as their
reform efforts yield substantial improvements in
fiscal performance and economic growth.

Statistical Analysis

Statistical analysis is crucial in understanding
the effectiveness of public sector budgeting reforms
and their impact on economic growth. By applying
different statistical techniques, we can validate

the significance of these reforms in shaping fiscal
policies and economic performance. In this section,
we conduct three statistical tests to analyze the
relationship between budgetary reforms and
economic growth using graphical representations
and interpretations.

Correlation Analysis

Correlation analysis is used to measure
the strength and direction of the relationship
between two variables. In this case, we analyze the
correlation between the Budget Efficiency Index
and GDP Growth across developed and emerging
economies to determine if budgeting reforms
significantly impact economic performance.

Figure 2
Statical Analysis
( N
55T e X
X Regression Line (Emerging)
50+ e  Sseres :
...... < merging Economies
§ asT X e Regression Line (Developed)
§ 4.0 — x *  Developed Economies
N
O 35
.
S 30t
%
2.5+ *
2.0 + *
1.5 ¥
55.0 57.5 60.0 62.5 65.0 67.5 70.5 72.5
Budget Efficiency Index
- J

New Perspective: Journal of Business and Economics (ISSN: 2382—5391)



Volume 8, Issue 1, 2025

The correlation analysis reveals a positive
relationship between the Budget Efficiency Index
and GDP Growth for both developed and emerging
economies. Developed economies exhibit a gradual
increase in GDP growth as the budget efficiency
index rises from 65 in 2020 to 74 in 2024, with GDP
growth improving from 1.5% to 2.7%. In emerging
economies, the trend is even more pronounced,
where the budget efficiency index rises from 55
to 66, correlating with GDP growth from 4.0%
to 5.5%. The fitted regression lines confirm this
positive relationship, indicating that improved
budget efficiency through reforms significantly
contributes to economic growth. The stronger
correlation in emerging economies suggests that
fiscal reforms have a higher impact on growth in
these regions due to structural improvements and
enhanced resource allocation.

Regression Analysis

Regression analysis helps quantify the
relationship between an independent variable
(Budget Efficiency Index) and a dependent variable
(GDP Growth). This test assesses how strongly
budget reforms predict economic performance.

The regression results confirm a strong
positive relationship between budget efficiency

and GDP growth. For developed economies, the
R-squared value is 0.961, indicating that 96.1%
of the variance in GDP growth can be explained
by changes in the Budget Efficiency Index. The
coefficient of 0.1252 suggests that for every one-
unit increase in budget efficiency, GDP growth
increases by approximately 0.125%. The p-value
of 0.003 indicates statistical significance.

For emerging economies, the R-squared value
is 0.976, showing an even stronger relationship
where 97.6% of GDP growth variations are
explained by budget efficiency. The coefficient of
0.1307 suggests a slightly higher impact per unit
increase. The p-value of 0.002 confirms that this
effect is statistically significant. These findings
reinforce the importance of budgetary reforms,
particularly in emerging markets where efficiency
improvements yield higher economic returns.

Trend Analysis

Trend analysis helps visualize the progression
of key economic indicators over time. This test
examines the trends in budget efficiency and GDP
growth in both developed and emerging economies
to validate the long-term impact of reforms.

Figure 3
Trend Analysis
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The trend analysis reveals a consistent upward
trajectory in both budget efficiency and GDP growth
from 2020 to 2024. Developed economies exhibit
a steady increase in budget efficiency from 65 to
74, with GDP growth rising from 1.5% to 2.7%. In
emerging economies, budget efficiency improves
from 55 to 66, while GDP growth accelerates from
4.0%to0 5.5%. The parallel movement of these trends
suggests that public sector budgeting reforms have
played a significant role in enhancing economic
performance. The steeper growth rate in emerging
economies indicates that these regions experience
a more pronounced benefit from reforms, likely
due to initial inefficiencies being addressed. This
analysis underscores the importance of continuous
fiscal policy improvements in sustaining long-term
economic growth.

Key Budgeting Reform Strategies in
Developed and Emerging Economies

The analysis of budget efficiency trends
in developed and emerging economies reveals
a consistent improvement in fiscal discipline
and strategic allocation. Developed economies
experienced a budget efficiency index increase from
65 in 2020 to 74 in 2024, aligning with progressive
reforms such as digitalization, performance
management, and strategic allocations. Emerging
economies followed a similar trajectory, with the
index rising from 55 to 66 over the same period,
emphasizing anti-corruption measures and fiscal
discipline. The correlation coefficient between
budget efficiency and GDP growth in developed
economies is 0.980 (p = 0.003), confirming
a strong positive relationship. Similarly, for
emerging economies, the correlation is 0.988 (p =
0.002), indicating an even stronger link between
reforms and economic performance. The statistical
validation confirms that targeted budgeting reforms
are instrumental in enhancing fiscal efficiency and
economic growth across both economic contexts.

Impact of Budgeting Reforms on Economic
Growth Indicators

The regression analysis reveals that budgeting
reforms significantly contribute to economic
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growth. In developed economies, the regression
coefficient for budget efficiency on GDP growth is
0.125 (p = 0.003, R? = 0.961), signifying that each
one-point increase in budget efficiency results in
a 0.125% increase in GDP growth. Similarly, in
emerging economies, the coefficient is 0.131 (p
= 0.002, R? = 0.976), showing a slightly higher
growth impact per unit efficiency increase. These
results demonstrate that while reforms enhance
economic stability in developed economies, their
impact is even more pronounced in emerging
economies, where improvements in fiscal discipline
and transparency generate higher economic returns.
The findings reinforce the necessity for sustained
policy reforms, particularly in fiscal management
and public resource allocation, to drive long-term
economic stability.

Challenges and Policy Lessons from Developed
to Emerging Economies

Despite improvements, emerging economies
continue to face implementation challenges due
to weak institutional frameworks and bureaucratic
inefficiencies. The comparative analysis indicates
that developed economies prioritize performance-
based and strategic budgeting, leading to gradual
and sustained economic growth, while emerging
economies still struggle with policy enforcement
and governance bottlenecks. The trend analysis
confirms that reforms in emerging economies
yield higher GDP growth rates, rising from 4.0%
in 2020 to 5.5% in 2024, compared to developed
economies' increase from 1.5% to 2.7%. These
findings underscore the importance of adopting
best practices from developed economies, such as
enhanced fiscal oversight and digitalized budgeting
systems, to improve policy implementation in
emerging markets.

Overall Correlation and Regression Model
The overall correlation coefficient between
budget efficiency and GDP growth across both
developed and emerging economies is -0.539 (p =
0.108), indicating that while individual economies
exhibit strong positive correlations, the combined
dataset reflects variations in economic structures.

New Perspective: Journal of Business and Economics (ISSN: 2382—5391)



Volume 8, Issue 1, 2025

The overall regression model presents a coefficient
of -0.126 (p = 0.108, R? = 0.291), suggesting that
while budgeting efficiency reforms significantly
impact GDP growth within individual economic
classifications, the general relationship across
both groups is influenced by structural disparities.
These results emphasize the importance of tailoring
budgetary reforms to specific economic conditions
rather than adopting a one-size-fits-all approach.

Challenges and Best Practices

Challenges

Public sector budgeting reforms face
numerous challenges that vary between developed
and emerging economies. One major obstacle is
weak institutional capacity, particularly in emerging
markets, where bureaucratic inefficiencies and
governance bottlenecks hinder the effective
implementation of reforms. Corruption and lack of
fiscal transparency remain persistent issues in many
countries, reducing public trust and weakening
budgetary accountability. Additionally, political
interference and frequent policy reversals create
instability, making it difficult to sustain long-term
fiscal planning. Resistance to change, especially
from government officials and public sector
employees, further slows down the adoption of
modern budgeting techniques such as digital reforms
and performance-based budgeting. Economic
volatility and external shocks, such as global
recessions and financial crises, also pose significant
risks, as governments struggle to balance fiscal
discipline with the need for economic stimulus. In
some cases, over-reliance on international financial
institutions for guidance leads to rigid policies
that may not be well-suited to the local economic
context, limiting the effectiveness of reform
initiatives. The digital divide between developed
and emerging economies further exacerbates
disparities, as lower-income countries often lack
the technological infrastructure needed for efficient
budget management. Lastly, the mismatch between
reform objectives and actual economic outcomes
highlights the need for more adaptive and context-
specific fiscal policies.
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Best Practices

To overcome these challenges, successful
public sector budgeting reforms should prioritize
strong institutional  frameworks, enhanced
transparency, and digital innovation. Governments
must invest in capacity-building initiatives to
improve technical expertise and governance
structures, ensuring that budgetary reforms are
effectively implemented and sustained. Digital
budgeting tools, such as automated financial
management systems, can enhance fiscal oversight
and reduce corruption by increasing transparency
in public expenditure. Countries like South Korea
and Germany have demonstrated that integrating
technology into public finance leads to more efficient
budget allocation and greater accountability.
Adopting participatory budgeting models, where
citizens are actively involved in the budget-making
process, fosters public trust and aligns government
spending with societal needs. Performance-based
budgeting has also proven effective in ensuring that
expenditures are linked to measurable outcomes,
helping governments allocate resources more
efficiently. Strategic fiscal planning, including
multi-year budgeting, enhances predictability and
stability, reducing the risks associated with policy
reversals and economic uncertainties. Additionally,
decentralized budgeting approaches empower local
governments to allocate resources based on regional
priorities, improving service delivery and economic
development. By learning from successful case
studies in developed economies, emerging markets
can adapt best practices to fit their unique socio-
economic conditions, leading to more effective and
sustainable public sector budgeting reforms.

Conclusion

The study has demonstrated that public
sector budgeting reforms significantly influence
economic growth in both developed and emerging
economies. Statistical findings indicate that
budget efficiency improvements are positively
correlated with GDP growth, with regression
coefficients of 0.125 in developed economies
and 0.131 in emerging economies. These results
suggest that well-implemented budget reforms




enhance fiscal discipline, reduce inefficiencies, and
foster economic expansion. Despite these gains,
challenges such as weak institutional capacity
and governance bottlenecks remain key barriers
in emerging economies, requiring targeted policy
interventions to sustain growth.

The analysis of budgeting reform strategies
reveals that digital transformation, performance-
based budgeting, and strategic fiscal planning
have contributed to improved budget efficiency.
Developed economies have gradually shifted
from conventional budgeting models to data-
driven, transparent frameworks that enhance fiscal
accountability. Emerging economies, on the other
hand, have primarily focused on anti-corruption
measures and fiscal discipline to improve resource
allocation. However, their effectiveness varies due
to governance constraints and political interference,
highlighting the need for stronger institutional
frameworks.

Findings also confirm that budgeting
reforms have a direct impact on economic growth
indicators, with emerging economies benefiting
more due to their higher initial inefficiencies. GDP
growth in emerging economies increased from
4.0% in 2020 to 5.5% in 2024, while developed
economies recorded a more gradual increase from
1.5% to 2.7% over the same period. These trends
indicate that while developed economies achieve
stability through strategic fiscal policies, emerging
economies rely more on aggressive reform
measures to stimulate rapid economic growth.

Despite progress, challenges persist in
implementing effective budgeting reforms in
emerging economies. Key barriers include weak
regulatory oversight, bureaucratic inefficiencies,
and limited technological adoption. Lessons from
developed economies emphasize the importance of
transparent budget processes, digital governance,
and strategic fiscal oversight. Addressing these
issues requires adopting best practices in public
finance management, enhancing institutional
capacity, and strengthening governance mechanisms
to improve the effectiveness of budgeting reforms.
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Recommendations

To enhance the effectiveness of public sector
budgeting reforms and maximize their economic
impact, the following recommendations are
proposed:

Managerial Recommendations

o  Public finance managers should
adopt performance-based budgeting
frameworks to ensure resources are
allocated to high-impact projects.

o Investment in digital finance systems
should be prioritized to improve
transparency, efficiency, and
accountability in public spending.

Policy Recommendations

o  Governments should strengthen fiscal
oversight mechanisms to enhance
compliance with budgetary reforms and
minimize political interference.

o A shift towards participatory budgeting
is recommended to increase citizen
engagement and align budget priorities
with public needs.

Theoretical Implications

o The study supports the Keynesian
theory of public finance, demonstrating
that government intervention in budget
allocation influences macroeconomic
stability.

o  The findings reinforce the Public Choice
Theory by highlighting how political
and bureaucratic factors shape budgetary
outcomes.

Contribution to New Knowledge

o This research provides empirical
evidence on the comparative impact
of budgeting reforms in developed and
emerging economies, offering insights
for policymakers.

o The study introduces a data-driven
approach to assessing fiscal discipline,
linking budget efficiency indices to
economic performance trends.
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