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Development objectives 

Instruments and institutions 

• Political economy and  
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Constraints 

• Macroeconomic stabilization 

• Resource allocation: address market failures 

• Distribution 

Fiscal policy rationale 

2Brahmbhatt and Canuto: “Fiscal Policy for Growth and Development{“ in Moreno Dodson (Ed.). 2012.  Is Fiscal Policy the Answer? A 
Developing Country Perspective. World Bank.  Washington D.C.



Fiscal policy effectiveness

• Conditional on levels of public debt

• Conditional on economic slack and monetary 
policy

+

• Schumpeterian features of fiscal policy

• Quality of public expenditures and taxes

• Pipeline of public investment projects

• Hyper-activism may create uncertainty (the 
recent Brazilian experience)

• Development banks and additionality



Natural resource-rich countries as a singular case



In natural resource rich economies, fiscal policy 

decisions are crucial at each stage of the value chain
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Generating
Resource Rents

Distributing
Resource Rents

Barma et al. (2011). “Rents to Riches – The Political Economy of Natural Resource-Led Development”.  World Bank, 
Washington, D.C.


