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Abstract

This article examines the impact of fiscal and tariff policies on the economic growth of
emerging economies, a group of countries that play an increasingly important role in the global
economy. Through an analysis of empirical data and recent literature reviews, this study
assesses how changes in taxes, subsidies, and tariffs affect key variables of economic growth,
such as investment, consumption, and international trade. The relationship between
expansionary or contractionary fiscal policy and trade liberalization in contexts of economic
instability is also analyzed, with a focus on countries in Latin America and Asia. The findings
suggest that properly managed fiscal and tariff policies can boost growth, while ill-advised
policy decisions can have adverse effects on economic stability and development.

Keywords: Fiscal policies, tariffs, emerging economies, economic growth, investment, international
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1. Introduction

Emerging economies, characterized by rapid growth and increasing influence on global trade,
face unique challenges and opportunities in their economic development process. As these
economies seek to consolidate on the global stage, fiscal and tariff policies play a key role in
their ability to sustain growth and improve competitiveness (World Bank, 2022). In general,
these economies are experiencing a transition phase from dependence on traditional sectors to
industrial and service diversification, which requires solid regulatory frameworks to facilitate
this evolution (Dabla-Norris et al., 2023). In this context, the formulation of appropriate fiscal
and tariff policies is crucial to promote investment, encourage consumption, and improve the
business environment in these countries (International Monetary Fund [IMF], 2023).

Fiscal policies, which include tax regulation and government spending, can act as drivers of
aggregate demand and, consequently, economic growth. In particular, public spending on
infrastructure and basic services, such as health and education, not only increases consumption,
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but also improves productivity in the long term by strengthening human capital and connectivity,
fundamental elements for the development of emerging economies (Dabla-Norris et al., 2023;
OECD, 2023). Likewise, tax reductions and tax incentives are strategies used to attract foreign
direct investment (FDI), which is vital for technology transfer and job creation in strategic sectors
(World Bank, 2022).

In the area of tariffs, trade policies have been the subject of intense debate in recent years. Some
economists argue that tariffs are necessary to protect infant industries and foster local
development, while others argue that the long-term economic costs may outweigh their benefits,
especially in an environment of increasing economic interdependence (Rodrik, 2021). Emerging
economies, particularly in Latin America and Asia, have oscillated between periods of
protectionism and policies of economic openness, adjusting their tariffs to respond to
international competition and domestic economic conditions (World Bank, 2022; IMF, 2021).

This study seeks to assess how fiscal and tariff policies affect economic growth in emerging
economies, with a specific focus on countries in Latin America and Asia. Through an analysis
of quantitative and qualitative data, the effects of these policies on key macroeconomic variables,
such as Gross Domestic Product (GDP), investment, and foreign trade, are explored. The
relevance of this study lies in the fact that, although there is abundant literature on the impact of
economic policies in developed countries, more research is needed on the particular context of
emerging economies, which face specific challenges such as volatility in financial markets,
dependence on raw materials and the need to improve infrastructure (OECD, 2023; IMF, 2021).
This analysis aims to provide recommendations for policymaking that not only boost economic
growth, but also promote greater integration into the global economy.

2. Theoretical Framework

Fiscal and tariff policies in emerging economies have been the subject of numerous
investigations in recent years, as their impact on economic growth and macroeconomic stability
is particularly relevant in contexts of high volatility. Fiscal policy, understood as the management
of government revenues and expenditures, has the capacity to influence aggregate demand and,
consequently, economic growth. In emerging economies, the use of expansionary fiscal policies,
such as investment in infrastructure and public services, contributes to increasing long-term
productivity and creating a favorable environment for investment (Dabla-Norris et al., 2023;
OECD, 2023). These policies are also considered essential to address structural problems, such
as poverty and unemployment, by strengthening human and physical capital (World Bank, 2022).

On the other hand, tariff policy, which regulates taxes on imported goods, seeks to balance
competition between local and international companies. In emerging countries, tariffs have been
used to protect nascent sectors and reduce dependence on foreign products, which is critical in
building a strong industrial base. However, the application of tariffs can also have adverse effects
on international trade and consumer price inflation, generating challenges in domestic price
policy and production efficiency (Rodrik, 2021; IMF, 2023).
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Impact of Fiscal Policies on Economic Growth

Fiscal policies can be divided into expansionary and contractionary. In general, expansionary
fiscal policies—such as reducing taxes or increasing government spending—are used by
governments to stimulate the economy during periods of recession, as these measures tend to
increase consumption and investment, two key components of economic growth (IMF, 2023). In
contrast, contractionary fiscal policies, such as reducing public spending or increasing taxes, are
applied to curb economic growth in times of overheating and control inflation (OECD, 2023).

The use of fiscal policies to encourage growth in emerging economies has been widely supported
by recent studies, which indicate that an increase in public spending, especially on infrastructure,
can improve productivity and facilitate the development of key industries (World Bank, 2022).
Below is a table summarizing the impact of different types of fiscal policies on economic growth
in emerging economies:

Type of Tax Policy | Main Objective Sample Measurement Impact on Economic Growth Fountain

. Stimulating the economy |Increased infrastructure .It |ncre§ses consumption - and IMF  (2023);
Expansive in periods of recession spendin investment; Supports short- and long- OECD (2023)

P p 9 term growth
. Controlling inflation and . It reduces consumption and investment; |World Bank

Contractive preventing overheating Tax increase slows down growth in the short term  |(2022)
Focused on Human|Reducing poverty and |Increased spending on (It improves human capital; Drive long- |Dabla-Norris et
Development improving human capital |health and education term growth al. (2023)

Impact of Tariff Policies on Economic Growth

Tariff policies also have a significant impact on emerging economies. While some tariffs can
protect infant domestic industries, promoting self-sufficiency and employment in strategic
sectors, excessive protectionism can isolate these economies from global trade and limit their
potential growth (Rodrik, 2021). In this sense, it has been identified that the use of moderate
tariffs can help in the early stages of industrial development, but their positive impact tends to
diminish over time (IMF, 2023; World Bank, 2022). In fact, once domestic industries have
reached a certain maturity, trade liberalization is often more beneficial for increasing efficiency
and fostering innovation.

The following table shows a summary of the impact of different tariff policies on economic
growth in emerging economies:

;—Zﬁsy of  Tariff Main Objective Sample Measurement Impact on Economic Growth Fountain

Moderate Protecting infant |Imposition of tariffs on |Protects local industry; it generates |Rodrik (2021);
Protective Tariff | industries imported products jobs; Drives Short-Term Growth World Bank (2022)
Trade  Opening| Foster competition and ] . Increase_zs_ .ef‘ﬁmgncy and OECD (2023); IMF

. s Tariff reduction competitiveness; Drive long-term
Tariff efficiency (2023)
growth

Economic Promoting integration into |Elimination ~ of  tariffs [It  facilitates trade;  promotes |Dabla-Norris et al.
Integration Policy | the global economy within trade agreements  |innovation; Increases competitiveness |(2023)
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In conclusion, economic theory suggests that, while expansionary fiscal policies and protective
tariffs may be effective in the short term to boost growth in emerging economies, trade openness
and targeted spending on infrastructure and human capital are more sustainable strategies to
promote robust long-term economic growth (OECD, 2023; IMF, 2023). These theoretical
frameworks underpin the empirical analysis of fiscal and tariff policies and their influence on
the development of emerging economies.

3. Methodology

To assess the impact of fiscal and tariff policies on economic growth in emerging economies, a
mixed approach was adopted that combines quantitative and qualitative analysis, which has been
recommended in recent studies for its ability to capture the complexity of these economic
phenomena (IMF, 2023; OECD, 2023). This approach allows not only to quantify the
relationship between economic policies and Gross Domestic Product (GDP) growth, but also to
obtain qualitative information that facilitates a deeper understanding of the challenges and
opportunities faced by these economies in different socioeconomic contexts.

Research Design
The research design was structured in two main phases:

1. Quantitative Analysis: In the first phase, economic data were collected from 15
emerging economies, mainly from Latin America and Asia, for the period from 2018 to 2023.
These data include variables such as GDP, public spending, foreign direct investment (FDI)
levels, average tariff rates, and inflation. The data were obtained from reliable sources, such as
the World Bank, the International Monetary Fund (IMF), and the Organization for Economic
Cooperation and Development (OECD), all recognized for the quality and rigor of their statistics
(World Bank, 2022; IMF, 2023). A multiple regression model was used to assess the relationship
between these variables and economic growth, which allows the effect of fiscal and tariff policies
to be identified independently (OECD, 2023).

2. Qualitative Analysis: In the second phase, semi-structured interviews were conducted
with economists and public policy analysts from international institutions, such as the World
Bank and the IMF. This qualitative approach seeks to complement the quantitative findings with
the perspective of experts in the area, who provide an analysis of how the implementation of
specific fiscal and tariff policies has influenced economic growth in emerging economies in the
last five years (Dabla-Norris et al., 2023; Rodrik, 2021).

Data Analysis Procedure

For the analysis of the quantitative data, econometric techniques, such as multiple regression,
were applied, which allow controlling for the effects of external variables and isolating the
impact of fiscal and tariff policies on GDP and foreign direct investment (IMF, 2023). In
addition, statistical significance tests were used to validate the results obtained and sensitivity
analyses were performed to evaluate the robustness of the models.
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For qualitative data, interviews were transcribed and coded using NVivo software, which
allowed identifying recurring patterns and themes in the experts' opinions. This codification
process was essential to bring together perceptions about the benefits and limitations of different
fiscal and tariff policies in the context of emerging economies (OECD, 2023).

Summary of Research Approach

A summary of the methodological approach used in this study is presented below:

Stage Description Data Source Method of Analysis L‘;g{lf
Quantl_tatlve Econo_mlc data ) collection from 15 World Bank, MFI, OECD Multiple  Regression [SPSS,
analysis emerging economies Model Stata
Qualitative Interviews with experts on fiscal and tariff| Economists from the World Bank |Coding and thematic NVivo
analysis policies and IMF analysis

- Significance Testing and Sensitivity . T-tests and sensitivity
Validation Analysis Results of econometric models tests SPSS

Justification of Analysis Techniques

The combination of quantitative and qualitative methods in data analysis has proven effective in
recent research on economic policies in emerging economies. For example, the use of multiple
regression models makes it possible to assess how changes in public spending, taxes, and tariffs
affect GDP growth, while qualitative analysis facilitates a contextualized understanding of these
impacts from the perspective of policymakers and economic experts (Dabla-Norris et al., 2023;
IMF, 2023). The qualitative approach also provides valuable insights into the specific challenges
faced by emerging economies when implementing fiscal and tariff policies, allowing for a more
complete interpretation of the results obtained in the quantitative analysis (OECD, 2023).

Limitations of the Study

This study recognizes certain limitations, such as reliance on secondary data that may be subject
to collection errors or subsequent revisions. In addition, the selection of only 15 emerging
economies may limit the generalizability of the results. To mitigate these aspects, sensitivity
analyses were performed and the findings were validated with experts, thus increasing the
reliability of the results (World Bank, 2022).

4, Results

The results of the quantitative analysis indicate a significant relationship between fiscal and tariff
policies and economic growth in emerging economies. It was observed that, on average,
countries that implemented expansionary fiscal policies, such as increasing infrastructure
spending and reducing taxes, experienced faster Gross Domestic Product (GDP) growth
compared to those that adopted austerity policies (Dabla-Norris et al., 2023; IMF, 2023). In the
tariff area, moderate tariffs applied in strategic industries showed a positive short-term effect on
the protection of these industries and on job creation, although their positive impact decreased
in countries with more advanced trade openness (Rodrik, 2021).
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Impact of Fiscal Policies

Multiple regression analysis showed that a 1% increase in public spending is associated with an
average 0.6% increase in GDP in emerging economies (OECD, 2023). This effect was
particularly noticeable in countries that allocated resources to sectors such as infrastructure,
education, and health, which have a direct impact on human capital and productivity in the long
term. For example, countries such as Brazil and Vietnam, which significantly increased their
investment in infrastructure over the past five years, had GDP growth rates higher than the
average of other emerging economies (World Bank, 2022).

The following table shows the relationship between the increase in public spending and GDP
growth in selected countries in Latin America and Asia between 2018 and 2023:

Country | Increase in Public Expenditure (% of GDP)| GDP growth (%) [Main Investment Sector Fountain

Brazil |2.5% 1.8% Infrastructure and education OECD (2023); IMF (2023)
Vietnam| 3.1% 2.2% Infrastructure World Bank (2022)

India 2.0% 1.5% Health and infrastructure IMF (2023); OECD (2023)
Mexico | 1.8% 1.3% Education and rural development (World Bank (2022)

These results indicate that expansionary fiscal policies focused on strategic sectors can play a
significant role in promoting economic growth. The findings are consistent with previous studies
highlighting the importance of public spending in sectors that improve productivity and
competitiveness (Dabla-Norris et al., 2023).

Impact of Tariff Policies

Regarding tariff policies, it was observed that the application of moderate tariffs on specific
products helped protect emerging industries and promote employment in manufacturing sectors
in countries such as India and Brazil. On average, countries that implemented moderate tariffs
reported a 0.4% increase in employment in strategic industries and an improvement in short-term
economic growth (Rodrik, 2021). However, the negative effects began to become evident when
tariffs restricted the import of intermediate goods, which led to increases in production costs and
affected the competitiveness of local firms (IMF, 2023).

Below is a table with data on the impact of tariffs on the protection of strategic industries in some
emerging economies:

Countr Average Tariff in Strategic Sector| Growth in employment in sector |GDP  growth Fountain
) ) (%)
India 15% 0.6% 1.5% Rodrik (2021); IMF (2023)
. OECD (2023); World Bank
0, 0 0,
Brazil 10% 0.4% 1.2% (2022)
Indonesia |12% 0.5% 1.3% IMF (2023); OECD (2023)
. World Bank (2022); Rodrik
0, 0, 0,
Argentina |18% 0.7% 1.0% (2021)
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These data suggest that moderate tariffs can be useful to protect strategic sectors and promote
economic growth, as long as they are temporary and used as a tool for transitioning to trade
liberalization. However, excessive use of tariffs can have long-term adverse effects, making it
difficult for these economies to integrate into the global market and limiting their
competitiveness.

Qualitative Interview Results

The qualitative results obtained from the interviews with economic experts confirmed the
quantitative findings and offered additional perspectives on the challenges of implementing
effective fiscal and tariff policies in emerging economies. According to experts, one of the main
obstacles is the lack of administrative capacity to properly manage public expenditure and
implement tariffs strategically. In addition, they mentioned that the lack of economic
diversification in some countries increases vulnerability to changes in fiscal and tariff policies,
which can result in economic instability (Dabla-Norris et al., 2023).

Taken together, the results of this study suggest that well-implemented fiscal and tariff policies
can have a positive effect on economic growth in emerging economies, although it is essential
that these policies are tailored to country-specific conditions. The data presented in the tables
above illustrate how the right focus on strategic sectors can contribute to improving economic
stability and fostering sustainable development in these contexts.

5. Conclusions

This study shows that fiscal and tariff policies play a crucial role in the economic growth of
emerging economies. The findings show that expansionary fiscal policies, especially those
focused on infrastructure investment and human capital development, have a significant positive
impact on GDP and the competitiveness of these economies. In particular, spending on strategic
sectors such as health, education, and infrastructure allows not only the strengthening of human
capital, but also the attraction of foreign direct investment, which is key to long-term economic
stability (Dabla-Norris et al., 2023; OECD, 2023).

Regarding tariff policies, the results suggest that moderate tariffs applied in strategic sectors can
protect infant industries and promote employment, especially in countries seeking to consolidate
their manufacturing and innovation capacities. However, these benefits are more evident in the
short term and can become counterproductive if tariffs are not progressively adapted to an
environment of trade openness. Excessive tariffs tend to limit international competitiveness by
increasing production costs and restricting access to foreign inputs and technologies, which can
result in decreased efficiency and slowed economic growth (Rodrik, 2021; IMF, 2023).

In addition, the qualitative findings obtained from the interviews with experts highlight that the
effectiveness of fiscal and tariff policies depends to a large extent on the institutional and
administrative capacity of each country to implement them efficiently. This implies not only
proper management of public spending, but also policy design that considers the specificities
and limitations of each emerging economy (IMF, 2023). In this regard, some experts suggest that
ESIC | Vol. 8.2 | No. S3 | 2024 1439
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the lack of economic and infrastructure diversification in certain emerging economies may limit
the positive effects of these policies, increasing their vulnerability to external shocks and limiting
their ability to adapt to changes in the global environment (World Bank, 2022).

One of the main recommendations derived from this study is the need to implement flexible and
adaptable fiscal and tariff policies. This means that governments must be prepared to adjust their
policies based on domestic and external economic conditions. In the fiscal sphere, it is suggested
to continue investing in infrastructure and human capital, as these areas are essential to boost
long-term growth and reduce dependence on primary sectors (OECD, 2023). In the area of tariffs,
it is advisable for emerging economies to consider progressive opening strategies, accompanied
by policies that promote innovation and competitiveness in their local industries.

Finally, it is important to emphasize that fiscal and tariff policies should not be considered in
isolation. The integration of these policies into a comprehensive economic framework that
includes monetary and regulatory policy is essential to maximize their effectiveness. The
evidence presented in this study suggests that a combination of expansionary fiscal policies and
a balanced tariff policy can offer a framework of stability and sustainable growth, thus
contributing to the economic resilience of emerging economies in an ever-changing global
context (Dabla-Norris et al., 2023; World Bank, 2022).
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