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Can electoral systems determine how particularistic spending is distributed in developing
countries? The ways in which legislators seek benefits for their constituencies, have been the
subject of longstanding debate in political science. While the discussion has broadly focused
on the theoretical consequences of electoral systems on legislators’ behaviour, little evidence
has accounted for these alleged effects, especially in developing country settings. This paper
Jfocuses on particularistic spending in Honduras, providing a natural experiment to test
different relevant hypotheses found in the literature. Since the early 1980s Honduras used a
closed-list ballot with single-member and plurinominal districts electoral system. In 2004
the country moved to an open ballot structure keeping the same range of district magnitude.
On the basis of original data from the Honduran Social Investment Fund, a battery of
statistical tests is conducted. It is expected that under a closed-list system social spending per
capita will increase as district magnitude shrinks, and the opposite will happen when an
open-list system is in use. The evidence suggests that the change from a closed-list to an
open-list system causes an increase in spending per capita. However, the interaction of type
of ballot with district magnitude does not produce the results predicted by influential
theores.



Introduction

The specific causes of the manner in which legistaseek particularistic benefits for
their constituencies, activities framed as porkrddapolitics (Ferejohn 1974,
Lancaster 1986), have been the subject of longstgritbbate in the political science
literature. While the discussion has broadly foduse the theoretical effects of
electoral systems on legislators’ constituency isernbehaviour, few empirical
analyses that account for these supposed effeats haen made, especially in
developing country settings. Studies analyzingetfiect of electoral systems on the
behaviour of legislators frequently suffer from orajleficiencies. For instance, large-
N studies while being quite useful to identify rigiiies across countries, are not
suited to tracing the causal paths linking depehded independent variables. On the
other hand, very often well regarded case studiat évaluate the impact of open-
ballot structures actually hold constant the eledteystems aspect.

Key theoretical contributions on the field of elmet systems and legislators’
behaviour make the assumption that legislators these work in office with the re-

election goal in mind. In this regard, it is usyadssumed that once in office
legislators will adapt their behaviour to stratsgihat maximize their chance to
achieve that goal. Since electoral systems ardréimes that determine the formal
rules in which candidates compete for votes thaurge them seats, determined
electoral system types are expected to generatdfispstrategies to obtain votes
(Katz 1980, Carey, Shugart 1995, Cox 1987). Ttedture distinguishes between
two types of electoral systems, systems that genareentives to look for a personal
vote and systems that encourage a party vote (Hickenmons 2008). As defined by
Cain, Ferejohn et al. the ‘personal vote’ is thertjpn of a candidate’s electoral
support which originates in his or her personallitjgs, qualifications, activities, and
record” (1987, p.9), while the ‘party vote’ is thge of vote which is motivated by
non-candidate attributes such as ethnicity, ortie@& to contemporary national

economic and social issues and conditions.

Much of the discussion has focused on the incemtige intraparty competition that
would be generated by the resulting electoral sysiéthe interaction between type

of ballot and district magnitude and its effects iatraparty competition (Carey,



Shugart 1995). Systems where party leaders do omitat the candidate selection,
such as the proportional representation (PR) witeno ballots, will stimulate
candidates to differentiate their electoral offemf their co-partisans. On this basis,
candidates will have more incentives to attracspeal votes instead of party votes.
The incentives are higher as the district magnitumbeeases, since there are more
candidates to compete against. Whereas the effebeiopposite when party leaders
control the candidate nominations; namely, unddosed-list PR system. In this case,
Carey and Shugart (1995) argue that candidatesave chances to be individually
identified by voters the smaller the constituertbgrefore have more potential to look
for a personal vote. Incumbent legislators cantlisi resources available to compete
for votes under different electoral systems franwkaiofor example through pork
barrel strategies.

Despite of the debate generated in the academiencmity regarding the alleged
effects of ‘personal votes’ and ‘party votes’ eteat systems over legislators’
behaviour, the evidence found is sometimes comi@gyi and yet not conclusive.
Honduras is an excellent case study to test theseries. This Central American
country since the early 1980s used a closed-lidpthstructure with single-member
and plurinominal districts electoral system. In 20® moved to an open ballot
structure keeping the same range of district magritAs far as | am concerned no
one has assessed the empirical effects of thisdfypkeange.

In this paper | focus on particularistic spendinghee Honduran Social Investment
Fund (FHIS) as my dependent variable. This is diputstitution, dependent on the

Executive, created in 1990 to tackle poverty alkrothe Honduran territory. | use

spending per capita, per municipality, per yeatwben 1990 and 2009, at FHIS as
my unit of analysis. | find that the change frontlased-list to an open-list system
causes an increase in spending per capita. Howthesinteraction of type of ballot

with district magnitude does not produce the raspledicted by the theory. Other
political variables have explanatory potentialtagiil be analyzed in this paper.

This paper is organized in seven sections. In tts part | examine the relevant
literature on pork barrel politics and electorakteyns. In section two | set the
hypotheses of this analysis. Part three introdtleesase study of Honduras, followed
by a detailed description of the data used in shusly. Sections five and six present



the results of a set of statistical models withoar&sponding robustness analysis. |

finish this paper with some conclusions.

Electoral systems, intraparty competition and pork barrel
politics

The factors that shape the distribution of partidstic spending; i.e. the provision of
goods and services with funds that come from a compool resource, to benefit an
exclusive set of recipients (Carey 1996, p.103pnis of the puzzles mostly studied in
the political science literature. An important pafithe academic debate has focused
on the role that electoral systems have creatingntives on legislators to appeal to
pork barrel strategies. This is a type of constityeservice in which legislators seek
to secure particularistic spending for the conetitiies they represent. Based on the
assumption that legislators seek re-election, Lstecg1986) triggered a discussion
stating a relationship between district magnitude lagislators’ behaviour. Basically,
incumbent legislators have more incentives to all@ork barrel projects in their
constituencies under single-member district eletteystems, while in multi-member
district systems the incentives tend to diminishalsingle-member constituency, the
possibilities that voters bond a project with thegislator are greater. Whereas in a
multi-member constituency voters “cannot easily edmine who is actually

responsible, if anyone, for obtaining a projectaficaster 1986, p.70).

Carey and Shugart (1995) agree with Lancaster (1986that single-member
constituencies (plurality electoral systems) geteerancentives in individual
legislators to seek pork projects as a credit dlagnstrategy. However, they argue
that in proportional representation (PR) systeims,forms of incentives available are
dependent on intra-party competition. This in tdepends on the interaction between
district magnitude (M) and the type of ballot. losed list-PR systems voters vote for
party lists and the allocation of candidates irctelele positions depends ultimately on
the party leadership. Thus, an incumbent legislattirhave in theory reasons to be
accountable to her party leaders. In an open kseRctoral system voters vote for
candidates and, all else equal, every candidateneasame probability to get a seat.
In this case, candidates will have more incentivetry to differentiate themselves
from their co-partisans, looking for votes basedoersonal votes, i.e. votes based on

the candidate’s individual attributes rather thhmirt parties’ characteristics (Cain,



Ferejohn et al. 1987). Consequently, legislatorf tvéve a different source of
motivation to look for pork barrel projects for theonstituencies and claim credit for

them.

Carey and Shugart (1995) hypothesize that undesedldist-PR systems intraparty
competition will increase as M approaches one S&diile when an open-list PR
system is being used the larger the district magdeithe larger will be the intraparty
competition. Holding other factors constant, oneusth be able to observe the same
pattern in particularistic spending distributiorheTinteraction effect just described
between district magnitude and type of ballot igicked in Shugart (2005), see Figure
1 bellow.



Figure 1. The differential effect of district magnitude on the intraparty dimension

Open-list PR

Closed-list PR

Increasing incentive to
cultivate a personal vote

Increasing district magnitude —_—

Source: Shugart (2005, p. 47).

Discussion around the effects of district magnitadd intraparty competition

Since its publication, Carey and Shugart's (1998ument has been subject of
increasing scrutiny. Surprisingly, very few empatianalyses have been conducted to
quantitatively asses the influence of district magle and type of ballot over
particularistic spending. In all, scepticism amosgholars surrounds most of the
findings and theoretical claims. As Grofman andeRkel claim, much of the
scepticism comes from the potential explanationdidferent factors against the
electoral systems’ explanations and the potentia$ Introduced in cross-national
studies. Positive correlations between a certgne tyf electoral system sometimes
can be interpreted by the sceptical as a form @ettion bias connected to variations
in cultural patterns and economic development daainot be fully addressed with

only cross-sectional data” (2008, pp. 75-6).

Furthermore, Carey and Shugart’'s (1995) propossiblen challenged in theoretical
grounds. Crisp et al. (2007) contend in Carey amag&rt’'s model that M compounds
both, the competition between candidates from fie parties for a seat and the
intraparty competition. Thus, for Crisp et al. (ZD@he attention on the incentives to
build a personal reputation and look for a persmoé¢ is lost when using M as an
indicator of intraparty competition. In this regartiey argue that challengers and

incumbent candidates from the same party not nadbstake into consideration the



number of seats available (i.e. M) when making slens whether they choose to look
for a personal vote or a party vote. Instead, theyht consider other factors such as
the number of seats their party is likely to wirséa on each party’'s past electoral

experience.

Moreover, the re-election assumption, in which ékplanatory potential of electoral
systems over legislators’ behaviour is mostly basedften contended. Despite of the
evidence supporting the argument that parliameamariseek their re-election as a
major goal, especially in developed country sefiiylayhew 2007 [1974], Cox,
McCubbins 2007), Carey (1996) has found that lagpss have other incentives for
pork-barrel politics rather than staying in offitte another term. In this regard, the
possibility to attain a top hierarchical positianthe public sector, for example as a
minister or ambassador, motivates legislators &k s@tes for their parties through
constituency service in the constituencies wheey tiave been elected, even when
the system does not allow their re-election. limalar vein, as Samuels (1999) points
out, the internal party organization can be deteami in creating different career
incentives for legislators, who balance which sig@s gives them more revenues
taking into consideration their own political andoaomic resources and those

controlled by the party leaders.

As Strgm (1997) points out, besides the re-electjoal legislators have more
incentives to base their work, which makes the fgzmore difficult to solve.

According to this scholar:

When a parliamentarian chooses to focus his ergeggieconstituent case work,
for example, we first seek an explanation of tredtdyiour in his goals and in the
constraints that political institutions place os hehaviour and opportunities.

The political institutions that most powerfully di@ and constrain
parliamentarians are those that regulate theiinatent of ballot access, re-
election, party office and legislative office (1997163).

Ballot access is consistent with the electoraleysexplanation proposed by Carey
and Shugart (1995). However, other theoreticalrdmuntions note that whether people
vote for parties or for candidates, does not negcdgsletermine if a legislator will

focus his work on the constituency or the partgtéad, legislators seeking re-election



must render accounts of their work to differentnpipals that could be their
constituents, their party leaders, the presidentthef country or even the local
authorities (Carey 2007, Carey 2009). But partyiceffand legislative office are
determined by the organization of the party andeleéslative branch as well as their
internal procedures; in this regard, as Stram (198@ints out, the possible
combinations of different forms of organization antérnal procedures are broad, so

are the difficulties to measure them.

Alternative explanations to pork-barrel politics

Apart from the discussion that has revolved arainedeffects of electoral systems on
intraparty competition and its consequences forkpdarrel politics, other
explanations that account for pork barrel behavibave been developed. These
contributions can be classified in two groups. @e bne hand, some scholars
concentrate in the type of constituencies govermsnércus to allocate resources.
Basically, whether in electoral terms it is a goweent stronghold, an opposition
stronghold or a constituency where the party inegoment is dominant in most
elections. On the other hand, others discuss tlygedeof economic and cultural
development of a country and its implications ia golitical system.

Cox and McCubbins (1986) put forward a model ot&lel competition aimed to
explain the distribution of projects allocation. éjhconsider the existence of three
types of groups a legislator who is seeking ret@laanust address: (Bupporters—
the reelection constituency in Fenno’s (1978) termg$2) opposition—those who
have consistently opposed him— and &ying groups—those who have not
consistently supported him or have been hostiler-this context, it is not clear to
what group politicians will target pork-barrel spargy. From Cox and McCubbins’
perspective rational politicians will promise “béite to those groups in their
constituencies with the highest rates of returnd @nomise no or even negative
benefits (i.e., costs) to those with the lowestesatf return” (1986, pp. 375-6). They
conclude that candidates take into considerati@n ribk of losing their electoral
constituency if they do not provide benefits toitiveters. Therefore, their prediction

is that risk-averse politicians will tend to ovesrest in their closest supporters.



On the contrary, Lindbeck and Weibull (1987) arghat candidates have good
reasons to appeal to swing voters. They assumeshatasonable for politicians to
aim to obtain as much votes as possible so theyseaare a minimum number of
votes necessary to gain a seat. It may be podkialeslectoral constituencies are not
enough to secure that minimum threshold. Furtheemonore loyal voters are
expected in electoral constituencies that base thae on ideologies or positions

rather than the benefits they can get from poditisi

McGillivray (2004) takes some of the ideas of CaxdaVvicCubbins (1986) and

Lindbeck and Weibull (1987) adding institutionalriedles. She argues that the
decision to target re-election constituencies omgwoters depends on the party
system and the form of government. She establisih@basic types of party systems:
weak party systems and strong party systems. Timbication of party strength with

electoral rules should give four different empitic@mbinations (1) strong-party

majoritarian systems, (2) strong-party PR syste(33, weak-party majoritarian

systems, and (4) weak-party PR systems. Nonethedkssfocuses on the first three
types because for her there is a relative indetexayi of the predictions of weak-party
PR systems (McGillivray 2004, p. 40).

Golden and Picci (2008) take McGillivray’'s (2004gament and build a model of
pork-barrel politics in contexts of open-list PRe@k party systems in McGillivray’s
terminology). For Golden and Picci (2008) what dwiees pork barrel in open list-
PR systems is the degree of leadership of a légrislaccording to their predictions,
pork-barrel spending will tend to be concentratedthose electoral districts with
strong leadership of legislators. To support tlaegument they analyse a panel data
set of infrastructure spending in post-war Italynfr 1953 to 1994 when it was used an
open-list PR rule. To measure the legislators’ lefdeadership they take different
proxies such as level of literacy of the MPs, posg of higher office within their
parties, and whether legislators have held previousisterial positions. Those
proxies are aggregated and correlated at the tossty level. They find that the
constituencies that show strong leadership of laigiss from the governing party are
more successful securing infrastructure investmentslst the effect is the opposite

in constituencies with strong leadership from lig's of opposition parties.



Finally, another group of theories focuses on #wels of economic and cultural
development to explain different patterns of poditibehaviour. This is especially the
case of developing country settings where old jgalittraditions contend with newer
formal institutions (Norris 2004). Informal institans might have an even stronger
influence than the electoral rules on politiciadstisions and the outcomes of those
decisions (Helmke, Levitsky 2006). Taylor Robins@906) argues that the high
levels of poverty combined with verticalism of tpelitical parties in countries like
Honduras, create a clientelistic relationship betwparties and voters. In this regard,
despite of the incentives electoral institutiongehan theory over legislators to appeal
to personal reputations or party reputations, catds and parties work together to
gain votes from masses of voters who in exchangedaxto get favours from the

party in government.

To conclude, it has been observed that the puzzleomplex and the theoretical
discussion broad. Important empirical contributimmenpare systems where people
vote for candidates and for parties, such as theednielectoral systems natural
experiments, e.g. Germany (Stratmann, Baur 2002beBer 2010). Others hold
constant the electoral rules factor contrastingvith theoretical predictions, for
instance the open list-PR system in Brazil (Samil@89, Lyne 2008). In general, few
empirical analyses have been made testing the hgpes on electoral systems and
pork barrel politics. This is especially the casedeveloping country settings. Most
important, Honduras is a unique case of naturatéexent where the electoral system
changes from a closed list-PR to an open list-PRewtolding the district magnitude
constant. This gives a broad range of variationhiwitthe country, giving the
possibility to control for other explanatory vatied of pork barrel.



Hypotheses

Following Carey and Shugart’'s (1995) model, in fager | aim to test the following

two main hypotheses:

Hypothesis 1. Under an open list-PR electoral systpork barrel spending will

increase proportionally as district magnitude eygar

Hypothesis 2. Under a closed list-PR electoral esyspork barrel spending will

decrease proportionally as district magnitude gelar

An alternative hypothesis comes from the fact g8pEnding at the Honduran Social
Investment Fund should be, according to its cantste law, directed to the poorest

regions in the Honduran territory.

Hypothesis 3. Pork barrel spending will tend to decated in municipalities in

proportion to their levels of poverty.

| also test hypotheses related to whether spendifiggo to supporters, party in

government’s dominant municipalitfesr opposition municipalities.

Hypothesis 4. Social spending per capita will beeated to government supporters

regardless of the type of electoral system.

Hypothesis 5. Social spending per capita will beated to the party in government’s

dominant municipalities regardless of the typelet®ral system.

Hypothesis 6. Social spending per capita will beated to opposition municipalities

regardless of the type of electoral system.

The case of Honduras

The formation of a National Constituent Assembly1880 is considered the start of a
civilian rule in Honduras (Bulmer Thomas 1990, Bemaa 2005). This popularly

elected Assembly enacted a new constitution whigthh some minor changes, has

1| define ‘party in government’s dominant municifiak’ as those municipalities where the party in
government has won the plurality of votes in mastrimt all of the presidential elections.
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ruled the country since 1982. The same constitatibady discussed and approved an
electoral law in 1981 which remained in force ug04, when it was substituted for
a new electoral law. Each of these two electorgluileions represents two different
models of political organization, which are dirgattlated with the form deputies are
elected. Basically, the electoral system used énellections between 1981 and 2001
was characterized by having a closed-list systembaoed with two single and
sixteen multi-member electoral districts. This meardirect control of party leaders
over who would run for elections and the positie@fscandidates on the party list.
While the electoral system established in 2004 asespen ballot structure with open
endorsement, keeping the same district magnitudetate Table 1 summarizes the
characteristics of the electoral systems that lh&en used in Honduras between 1981

and 2009 and the elections where they have bediedpp

Table 1. Electionsfor Congressin Honduras and ruling Electoral System, 1981 to 2009

Year of election Ballot structure Electoral Number of District
formulaused in seats magnitude
PR districts range”
1981 Closed-list (Fused) Method Hare with 82 1-14
largest remainders
1985 Closed-list (Fused) Method Hare with 134 1-25
largest remainders
1989 Closed-list (Fused) Method Hare with 128 1-23
largest remainders
1993 Closed-list (Fused) Method Hare with 128 1-23
largest remainders
1997 Closed-list Method Hare with 128 1-23
(Separate) largest remainders
2001 Closed-list Method Hare with 128 1-23
(Separate) largest remainders
2005 Open ballot with Method Hare with 128 1-23
open endorsement largest remainders
2009 Open ballot with Method Hare with 128 1-23

open endorsement largest remainders

The range of seats per constituency. In Honduresethre 2 single-member constituencies and 16
multi-member constituencies that since 1989 rangma £ to 23 seats.
Sources: Honduran Electoral Law of 1982, Hondurketiral Law of 2004, Paz-Aguilar 2008.

The closed-list electoral system (elections 192064)

During this period Honduras used a closed-listdbadkructure, time during which
political parties had to present a list of candidafor deputy positions. Primary
elections were held at least since 1985, but tieswlts were not binding for political
parties. In practice, major parties would held ¢fections but the final endorsement

of candidates was negotiated between the leadireofvinning faction and the other
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contending party factions (Taylor-Robinson 1996ntiU1997 it was used a fused
method of elections; under this system voters daste single vote for president and
deputies The method of fused votes was used until the 188tions, and then
ballots for president, party lists of deputies &gtk of municipality representatives
were separatetTo convert votes into seats in proportional systénwas used the

Hare method with largest remainders.

The open ballot with open endorsement electordéaygelections 2005 — 2009)

This method was introduced in 2004 and used fofithetime in the 2005 elections.
The first distinction that has to be made is thader this system every party has to
hold primary elections. Internal movements are fnand compete in the primary
elections' Compared to the previous model, parties cannet #fie resulting list of
candidates to the legislatut®oth, primary and general elections, use the dadiot
with open endorsement structure. This modificaiiorthe ballot implies derivative
changes in the electoral formula. In this systetenrgocan cast as many votes as there
are seats available in a constituency. For exankbacisco Morazéan is the largest
constituency with 23 deputy positions. In this casgers can mark up to 23
candidates from the different lists parties presenery mark counts as a vote for a
candidate. After the election, every party listlwg sorted from the most voted to the
least voted candidate. The total of votes of eyenyy list are added and then divided
by the number of seats under competition in thastituency to get a quota of votes.
When a party reaches that quota gains a seat. SHaatis given to the most voted
candidate in the party list. And the same procedurepeated until no party can reach
the quota. When this happens, if there are stdtssavailable these will be assigned

following the largest remainders method.

2 Before 1993 the fused elections included the nipaiity positions, i.e. voters casted a single Viote
president, deputies and members of their munidipali

% One could expect a stronger party leadership effiedegislators’ decisions under this system.

“ Factions present a list of candidates for presided vice-president, legislators’ seats, and maijot
vice-major seats. In case that there is no more tme faction competing for elections, parties can
avoid the primary election requisite. Large parfiasthe period studied have held primary elections
Small parties did not hold them.

® This implies that the final list that is going cpete in the general elections is formed by candilat
from different factions.
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The political context

Honduras is a presidential political system. Thesjlent is the head of the executive
and is directly elected every four years. Re-etecdf the president is not allowed in
this country. The legislative body is composed rmé chamber of 128 seats divided in
18 constituencies called departments. Deputieelated for a period of four years
with the possibility to compete for re-election @fithite times. The party system has
been dominated by two political parties, the Partitberal de Honduras (PL) and the
Partido Nacional de Honduras (PN). The first wasmfted in 1891 and the latter, an
excision of the PL, created in 1902. Both partiesrevlinked in their origins to

American banana producer companies and to the roliga interests of their

members.

During the twentieth century Honduras goes throwghseries of institutional

disruptions. Military rule with very brief periods elected governments characterizes
the time frame of 1933 to 1980. Elections to forepastitutional assembly were held
in April of 1980. The following year general elents were organized and the new
Congress set up in January 1982. Between 1981 @0fiélght general elections have
been held. During general elections five differelgictive positions are disputed: (1)
President of the Republic, (2) three PresidentialeDates, (3) deputies to the
Congress and their substitufeg}) deputies to the Central American Parliamesy, (

and municipality mayors. The combination of theise types of elections the same
day makes more likely for candidates to the legiséato be more dependent with the

presidential candidate during campaign.

Since 1981 the PL has won 5 presidential electaond the PN 3. Since 1997 they
have alternated in power. Using the effective nunabgarties index (ENP index, see
Laakso, Taagepera 1979), the party system in Hasdoan be classified as a two
party system. The two dominant parties share seatSongress with three small
parties, Innovacion y Unidad (PINU), of centre-lédeology; Partido Demdcrata
Cristiano (PDCH), of centre-right ideology, and tRlEr de la Unificacion

Democrética (PUD), of leftist ideology (NorsworthBarry 1994). As observed in

® Each legislator has his or her substitute in HoasluThe role of deputy substitutes is to replaee t
permanent deputy in her absence.

13



Table 2 the PL has won five out of eight presiddnglections in 28 years of

democratic rule. The other three elections were lothe PN’

Table 2. Presidential Election Resultsand Parliament Composition in Hondur as
(1981-2005)

Election PL PN PINU PDCH up? Total valid Voters ENP

year votes turnout Index
(%)

1981 636,392* 491,089 29,419 19,163 - 1,178,044 22.0 2.17

Seats in 44 34 3 1

Congress

1985 786,594* 701,406 23,705 30,173 - 1,543,863 16.0 2.12

Seats in 67 63 2 2

Congress

1989 776,983 917,168* 33,952 25,453 - 1,755,545 23.4 2.03

Seats in 55 71 2 0

Congress

1993 906,793* 735,123 48,471 20,350 - 1,712,730 64.97 2.03

Seats in 71 55 2 0

Congress

1997 1,040,343 846,220 41,409 24,909 24,288 1,977,169 27.65 2.20

Seats in 67 54 5 1 1

Congress

2001 964,590 1,137,734* 31,666 21,089 24,102 2,179,181 33.73 2.42

Seats in 55 61 4 3 5

Congress

2005 918,669* 850,005 18,764 25,808 27,802 1,841,048 55.08 241

Seats in 62 54 3 4 5

Congress

2009 817,524 1,213,695* 39,960 38,413 36,420 817,524 N.A 3.12

Seats in 45 71 5 4 3

Congress

¥ This party formed in 1992 and participated ur@91.

* Signifies the party that won the presidency.

Sources: Taylor-Robinson (1996, p.329) updated inftbrmation from the Electoral Supreme Court of
Honduras.

Clientelism

Given the poor living standards of most of the Hmadh population, good
connections in government seem to be necessavmdcrcess to even the most basic
public services. This rule applies mostly to thedral Party and the National Party
due to the two-party system nature of the Hondyality. Evidence of clientelism
relies most of the time on observation and intavgieYet, an analysis of survey data
concludes that party activism increases inverselthé standard of living conditions
(Booth and Aubone 2007, cited in Taylor-Robinsord@0p.117). Taylor-Robinson

" The Electoral Law of 1982 and the one of 2004 walindependent candidacies; however, no
independent candidate has won a seat in Congress.

14



(1996, 2010), supports this conclusion with obstomal data. She interprets that
Honduran politicians tend to reward activists’ Iltyaonce in office; however, the

latter need to provide evidence that they have @ueg@ the party in government and
the candidate during the elections. Even if theéyplases the election, loyalty can be
rewarded the next time the party holds office. Atyanilitant can express secretly her
dissatisfaction with a party or a candidate intiafot box and still receive returns for
her activism during the electoral campaign. Noneig for Taylor-Robinson (2010)
the costs of defection can be shared in the comsumithe form of loss of pork-

barrel projects, depending on how large is thd &itare of party defection:

A frustrated partisan could protest by privatelyedéng from their party in the
voting booth. If the traditional party still won ehelection, the defector then
would still have access to party-channeled govemmlargesse. But the
traditional party would not be punished effectivelgless many voters in the
community acted in the same faction, and themédfgarty still won the national
election, it would punish the community by not pgcirng it with state funds.
Small precincts of about 350 registered voters lapl party leaders to keep an
eye on the behavior of purported party supportdiaylpr-Robinson 2010,
p.117).

One may argue that the existence of a clientelidical culture in Honduras can
hinder the effects of electoral systems. However,tlee one hand, there is little
quantifiable evidence that supports the clientelisrgument against the electoral
systems argument. On the other hand, while thesense level of understanding of
legislators’ clientelistic practices to benefit mduals, there is a lack of knowledge

of what shapes the allocation of particularistindfés for a community.

Data
For this analysis | use data on social investmeojepts managed by the Honduran

Social Investment Fund (FHIS). This is an instdaticreated in 1990 with the
objective of mitigating the effects of the struetiuadjustment programmes, which had
been recently introduced (Heinrich, Lopez 2009, é&ms-Lazo 2009, FHIS 2005).
According to its constitutive law, its main objeiis to promote the improvement of
the living conditions of marginalized social groupsrural and urban areas. To this
purpose FHIS provides funding for programmes argjepts of social development
aiming to increase the productivity, employmentelesvand income of those groups
(Congreso Nacional 1990). Since its creation thssitution’s main source of finance
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has been the international aid provided in the fofndonations or loans, with very
low interest rates, meant to promote developmerdtitutions such as the World
Bank, the Inter-American Development Bank, KfW Bangruppe and the European
Commission are among its main collaborators, whaldo include other individual
countries. Besides international funding, FHIS ajets national budget transfers and

helps to execute projects from other ministrieslamduras.

This institution manages small infrastructure aadia projects, such as construction
of classrooms for small schools, improvement ofiklrig water systems, small roads
maintenance and gender workshops. Most of the gmjare formulated and
presented at FHIS by the potential beneficiariésough their municipalities of
through registered boards of neighbours. Usuallyerwthe project is funded with
international sources donors and lenders prioritvibich municipalities FHIS must

intervene in.

The data base of projects used for this analysssfaalitated by FHIS itself. The data
have been organized by the source of funding, wfachitates identifying whether
the project is funded with national sources, orhwihternational sources or a
combination of both. As international funding raggi more supervision by
international donors, it is expected that natigndiinded projects will be more

sensitive to pork barrel activities by Honduran wtégs®

A total of 22,765 projects have been approved aSHsetween 1990 and 2009, the
majority in education, municipal development andrgy areas. The present analysis
is based on these approved projects. That a pngjegiproved means that it is going
to be executed. Projects are approved by an idteamamission at FHIS, composed

by the General Director, and the directors of thlxecative units that form the

institution. They assign the amounts to be execurteshch project. Table 3 presents
the descriptive statistics for all of the approyedjects between 1990 and 2009 in the

different categories projects have been classitigd FHIS, in constant prices

® Projects that are funded with national and intéonal sources have been classified as interndtiona
for the purpose of this study.

16



lempiras’ It is observed that the majority of projects anaded with international
sources and their management is centralized at.AHAtBeover, most spending falls
in the category of education projects, followed tmynicipal, health and water

projects.

Table 3. Descriptive statistics of approved projectsat FHIS by classification of the

projects
Category Obs Mean Std. Dev. Min M ax
Total 22,765 342,520.20 892,515.50 0.00  77,7000m0O0.
International 17,884 378,272.20 793,938.70 0.00 4@%000.00
National 4,873 211,177.90 1,177,359.00 0.00  770amO0
Centralized 21,340 346,423.00 915,739.90 0.00 D/0DD.00
Decentralized 1,425 284,072.70 405,192.70 2,257.054,470,106.00
Education 11,946 295,313.90 325,504.90 0.00 12020000
Municipal 2,937 386,401.70 511,032.10 0.00 7,797.23
Health 1,870 366,827.30 301,163.10 3,785.09 4,346100
Water 1,653 810,782.90 2,059,146.00 0.00  35,4000000
Employment 1,143 55,899.42 124,290.50 211.06 3708600
Social assistance 804 332,596.30 297,009.50 0.00 959551.00
Procurement of 310 626,274.10  4,558,062.00 501.15 77,700,000.00
goods and services
Productive 202 140,882.40 300,179.20 20,410.45 51980..00
Environment 126 659,506.40 863,410.90 1,308.62 6/588.00
Energy 99 906,141.90 1,166,380.00 36,764.61 7,849)0
Informal 71  2,270,005.00 2,070,795.00 20,591.24 0Q@,000.00
Social infrastructureg 20 288,555.20 80,270.53 186.90 483,990.50
Multi-sector 12 23,208.71 20,532.59 4,415.94 79,884
Others 1,572 136,558.40 787,772.60 389.95 18,30M00

The unit of analysis of this study is the spendpey capita at FHIS, in constant
lempiras, per municipality, per yeHr.Considering our interest on the effects of
district magnitude (M) on spending, Figure 2 shbe variation on the means of the
distribution of spending per capita by M during 8@ years considered in this study.
The bars to the left include funding from natiosalirces only. The bars to the right
represent the general spending, which is the ccatibim of spending per capita
funded with international and national sources. Whiee combined figures are
considered (bars to the right), spending per cajgitals to be directed to single-
member constituencies (over 230 lempiras per capitdnere district magnitude is

° Lempiras (Lps) is the Honduran currency. Duringerg years, exchange rates have kept around
US$1 = 18 Lps in average. Real prices are calallagng the formula RS = totaprov / (CP1/100),
where RS stands for real spending per capita aBFEPI is the consumer price index, divided by 100,
which is used as a deflator (Abel, Bernanke e2@08, p.48).

9 To get the per capita figures | divided each olmt#sn’s amount by the population size of the
municipality as reported in the census of 2001.
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low or medium (between 2 and 9 seats), except fémfida in the North Coast, the
other constituencies have a mean between 50 antedfgiras of spending per capita.
The observable disparities in spending distributiohigh magnitude districts (20 and
23 seats) can be attributed to the fact that tistdaency with 20 legislators, Cortés,
historically has showed higher levels of econongeadopment than; thus one might
expect lower levels of social investment in thipakement. In terms of nationally
funded projects, the most noticeable differenctha in comparison to projects that
receive international funding, single-member cduosticies receive proportionally

less money.

Figure 2. Means of national and aggr egate spending per capitaat FHIS, by district
magnitude
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Figure 3 presents the data with interactive effextsbserve whether the type of ballot
in use affects the funding outcomes. In terms a@ionally funded projects, it can be
noticed that at the time the open-list electoratem is implemented, the amounts of
spending per capita are larger than under the dilisiesystem period. As a matter of
fact it is after the hurricane Mitch hit Honduras,October 2008, that spending per
capita increases exponentially at FHIS. To corfooloutliers in national spending, |
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drop observations before 1999 in the robustnessosetbefore this year the data is
more spread out for projects that use this pagrictype of funding. The influence of
hurricane Mitch can also be correlated with incesas spending and its geographic
distribution in terms of projects that are financedh international development
funds. In all, from simple visual observation itriet possible to identify significant

differences that might be correlated with distn@gnitude and type of ballot.

Figure 3. Means of national and aggr egate spending per capitaat FHIS, by district
magnitude and type of ballot
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In general, the data is highly skewed making difito obtain good linear estimators.
To make the data linear | transformed them to thegarithmic form. The main
explanatory factor of the model consists of therattive effect between ‘type of
ballot’ (TB) and ‘district magnitude’ (M)TB takes a value of O for a closed-list
system and 1 for an open-list system. M holds @msturing the period of study
(Figure 4).
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Figure 4. District magnitude variation across constituencies
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| control for additional political explanatory faet. | include a dummy for ‘electoral
year’ (1 for electoral years and 0 otherwise) and ‘newegoment’ (1 for the first year
of government and 0 otherwise) to control for edemit and partisan cycles. The
variable ‘party in government’ takes the value ofo® the years the National Party
holds office and 1 for those years of Liberal Patle. | also include controls for
government’s electoral strongholds and oppositioelsctoral strongholds. To
construct these two variables | identified in whidlinicipalities the PL and the PN
have won a plurality of votes in the presidenti@cgons, from 1981 to 2005. If a
party won in a same municipality all of the sevéetgons hold during that period, |
classified that municipality as a stronghold ofttparty. Once | identified the PL’s
electoral strongholds and the PN’s electoral sthoids municipalities, | created a set
of two dummy variables, ‘Stronghold’, which equdlsif the municipality is an
electoral stronghold of the party in government &nd it is not, and ‘Opposition’
which takes the value of 1 if the municipality 13 @lectoral stronghold of the main

opposition party.
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Similarly, | also incorporate a dummy to identifetmunicipalities where the party in
government won the plurality of votes in the lasggidential election. | use this as a
proxy of swing voters municipalities to asses wbhetpending will go to strongholds,

opposition or swing voters. | label this variabke‘bBost’. ‘Government mayors’ is a

variable that identifies the municipalities whehe tparty in government holds the
mayoralty according to the last municipal electidfinally, ‘Turnout’ is the

percentage of voter’s turnout in a municipalityidgrthe last election.

To assess the influence of variation in povertyosgrconstituencies, | include the
percentage of population living under extreme pitwen each municipality,
according to the Census of 20H1ln addition, | control for the percentage of the
population of the municipality relative to the tof@opulation of the country. The
assumption behind this indicator is that spendiilgb& directed to those places with
more population density. Considering that increadesocial spending at FHIS may
be due to improvements in the economy of the cgumtmcorporate a control for
‘gross development product’ (GDP) in constant widdowever, this variable only
shows variation in time but its effect at the cdosnhcy level cannot be examined.
For this reason | employ the measure of incomecgpita per municipality (‘Income
pc’) as calculated by the Office of the United Ma8 Development Programme in
Honduras™ | include a dummy to control for the effect of tioane Mitch. In the
following months after this natural dissaster, ooed in October 1998, the amounts
of international development aid increased subistént Finally, | add a lagged
dependent variable to observe whether there ialsmirelation in the way spending

is assigned over time.

Estimation strategy

The data form an unbalanced panel of 298 munitipealand 20 years, between 1990
and 2009. The total number of observations is 4,3Qe pooled regressions and
interactive effects between closed-list and opsndlectoral systems, using random

effects estimating models. Random effects modslsyedl as fixed effects models, are

! The National Statistics Institute of Honduras ()Nises the unsatisfied basic needs method to
determine poverty (Instituto Nacional de Estadéstie Honduras (INE) 2002).
2 These data are obtained from the annual homeysiponducted by INE.

21



used for statistical inference when the data pteseariation in time and across units.
This approach provides more information over theesdopic, compared as it was
treated using an ordinary least squares modeltone series model helping to deal
with the omitted variables problem these commorhiods have (Wooldridge 2002).

| choose random effects as the estimation strdtagye present analysis because one
of the key explanatory factors of this study, destmagnitude, is constant over time.
The fixed effects method does not distinguish fifeces of time-invariant observables
from time-constant unobservables (Wooldridge 2@0266). Random effects, on the
other hand, assume that the variation within eachsesectional unit is not correlated
with the regressor, but is part of the error teliHfowever, if there is serial correlation
in the systematic component of the independentlbe] including that outcome as
part of the error term will result in biased estilbas. In such circumstances, using
fixed effects models is recommended. To controltfes potential source of bias |
include fixed-effects estimator models in the rdbass analysis section. In Table 4
the expected signs of the estimated coefficier@pazsented.
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Table 4. Expected signs of estimated coefficients

Variable Expected sign in coefficient
Type of ballot (TB) +
M (Log of district magnitude) + for single membéstdcts

+ for multimember districts if TB = 1
- for multimember districts if TB =0

New government +/-

Electoral year +

Party in government +/-

Stronghold +

Lost +/-

Opposition -

Party in government’s mayoralties +

Log of Gini coefficient -

Log of GDP +

Index of urbanization -

Percent of extreme poor +

Percent of population +/-

Number of schools in the municipality +

Results

Table 6 presents the results of panel data esbnsgtusing random effects, over the
logarithmic forms of spending funded with natiosalrces and spending funded with
the aggregate of national and international sourttesiost be borne in mind that
spending with national sources of funding represé&Btpercent of the total aggregate
figure during the period of study. The assumpt®that projects funded with national
sources are prone to be manipulated by politicidhss is because, on the one hand,
deputies discuss the budget of FHIS at Congresshvdpens opportunities for them
to include the municipalities of their interest ihe annual prioritization of the
institution. On the other hand, this type of furtds not have the restrictions usually
imposed by international aid agencies, which makese likely for politicians to try

to influence the project allocation decisions diseat FHIS’ offices (Castillo 2010).

| test models of pooled random-effects regressamtscompare them with interactive
effects models to observe the influence of TB. Hderaction effects models, if
Hypothesis 1 holds, the sign of the estimated awefft of M should be negative

when the closed-list system was in use. If Hypagh2sis confirmed then M should
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have a positive sign for the open-list system. tA# results being reported in this

section are models of robust-standard errors.

For this analysis | use the logarithmic form oftded magnitude. Due to the fact that
Honduras has two single-member constituencies é@ddto district magnitude (M +
1), to avoid having logs of value zero that candvitie estimations. The results are

presented in Table 5.

As it can be observed, both, TB and the log of k& statistically significant for
nationally funded and generally funded projectpaoled models. The change in TB
Is statistically significant as noted in modelsridat. An increase in both types of
spending is substantially correlated with a systemmprovement of the Honduran
national accounts; nonetheless, after controllorgliis factor the effect of TB is still
significant™ When studying the ‘National’ models only, the iatgtion effect of type
of ballot produces significant results in coeffidi® of district magnitude under the
closed-list system. Under the open-list system Mos significant. Moreover, its
negative sign contradicts the hypothesis that spgrends to increase in proportion
to district magnitude. The results are significamtall the ‘Aggregate’ models,
however, it is difficult to establish a politicalas in the geographic allocation of

projects when international funding is involved.

It is interesting to that none of the variablegitgsthe hypotheses related to which
municipalities will be benefited by the governmemtere significant (see
‘Strongholds’ and ‘Opposition’). However, the sightheir coefficients suggest that
municipalities where the government is electorallyminant are more likely to
receive funding, whilst the opposition’s stronglolaill probably receive less.
Further evidence to support this result comes ftbenanalysis of spending to the
municipalities ruled by the party in governmentiable ‘Government’s mayors’. As
observed in Model 1, its coefficient is significaitthe 10 percent level and in Model
3 at five percent level. ‘Lost’ is a variable thdistinguishes those municipalities

where the government lost the immediate last peesidl elections. As explained

3 The negative sign for the Log of GDP in all but déb 3 (projects funded with national sources
during the Open-list electoral system), can be a@rphl from the fact that international aid fundseha
decreased since early 2000; while the Honduran eeognhas improved during the same period,
improving at the same time the Government's reverfsee graphs 6 and 7 in the Appendix).
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earlier, 1 am using this variable as a proxy forirgvvoters as discussed in the
relevant literature (Cox, McCubbins 1986, Lindbedkibull 1987, Dixit, Londregan
1996). The results suggest that the government terzenefit those constituencies
where it lost support in the last election, contrém the supposition of Taylor-
Robinson (2010, p.117) who argues that the Hondgeawernment will punish

collectively non-loyal voters with less pork-barsglending.

Other political controls suggest that allocation fohding is sensitive to political
cycles (‘electoral year’ and ‘new government’), @splly in the ‘Aggregate’ figures.
In addition, whether the party in government is ltiiweral Party or the National Party
seems to determine the proportion of spending perta in each municipality. In
other words, when the Liberal Party is in governtrggrending tends to increase. It is
interesting to note that under the open-list elatteystem when the Liberal Party was
in government spending tended to decrease, thdétseme not only significant but
substantial. Some might think that this could bepecific feature of the Liberal
government of President Manuel Zelaya (2006-206#)wever, a more detailed
exploration (not reported in this paper) shows thaing the period of government of
President Ricardo Maduro (2002-2005), of the Natidrarty, during the months in
which it operated under the open-list system (y@é&®4 and 2005) the direction of
the geographic allocation of funding changed cowtta the previous years. This
might be interpreted as a sign that the electystesn affected in different ways the

dynamics of spending allocation under two diffengaitties in government.

Voters’ turnout is significant in all except for Mel 3. The effects of this parameter
are even stronger in models where internationaligithvolved. Its negative sign
suggests that spending tends to be allocated incipatities where voters tend to
attend in higher proportions to the ballot bootheTnterpretation of this result needs
a bit of discussion. As explained above, intergdyinin Honduras the level of
electoral abstentionism is lower amongst poor wt8ome interpret this behaviour as
a sign of clientelism in Honduras; in other worgsliticians tend to benefit through
pork-barrel and other clientelistic practices poaegions in order to gain votes in the
next election (Taylor-Robinson 2010, Coleman, Atgust al. 2009, Cruz, Argueta et
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al. 2007)** Thus, voters’ turnout and poverty might be endogsn That would
explain that in most models, including the aggregégures, this variable is

statistically significant.

4 Moreover, it must be borne in mind that the exiecubf projects of this nature also generates
employment in the communities where the projediémng implemented. In other words, the project
itself requires a temporary labour force to be eked. Therefore, there is an additional incentipara

from that which has been planned as part of thgepto
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Table 5. Panel data estimations (Random effects) of spending allocation at FHIS

National Aggregate
@) (@) () 4 (©) (6)
Pooled Closed-list Open-list Pooled Open-list Gtbsst
b/se b/se b/se b/se b/se b/se
Log of M -0.205** -0.250%** -0.174 -0.175** -0.175* -0.147*
(0.08) (0.12) (0.11) (0.06) (0.08) (0.08)
TB 0.346*+* 0.451 %+
(0.07) (0.07)
New 0.070 -0.105 2.703* -0.141** -0.190 -1.004***
government  (0.09) (0.30) (1.41) (0.04) (0.13) (0.26)
Electoral -0.046 0.191 -1.836** 0.056 0.181** 0.843**
year (0.05) (0.22) (0.89) (0.04) (0.09) (0.19)
Party in 0.259%** -0.549 -11.348** 0.378*** -0.579*** 3.974*
government (0.05) (0.62) (5.69) (0.04) 0.17) (3.10
Stronghold 0.070 0.056 0.042 0.021 0.031 0.009
(0.05) (0.07) (0.07) (0.04) (0.05) (0.05)
Lost 0.134** 0.172* 0.079 0.008 0.017 -0.013
(0.06) (0.09) (0.08) (0.04) (0.06) (0.05)
Opposition -0.047 -0.053 -0.017 -0.005 0.004 0.013
(0.06) (0.09) (0.09) (0.04) (0.06) (0.06)
Government 0.083* 0.085 0.130** 0.009 0.028 0.029
mayors (0.05) (0.06) (0.06) (0.03) (0.04) (0.04)
Turnout -0.006** -0.013* -0.003 -0.004** -0.010***  -0.004**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Mitch -0.075 -0.100 0.000 0.487*** 0.613** 0.000
(0.31) (0.40) (0.00) (0.06) (0.14) (0.00)
Lagged dep. 0.112** 0.046 0.069 0.169*** 0.115* 0.105**
variable (0.05) (0.05) (0.05) (0.03) (0.04) (0.03)
Log of Gini  -1.649** -0.156 -3.156%** -0.334 0.554 -1.391**
coeff, (0.65) (0.88) (0.80) (0.39) (0.51) (0.49)
Log of GDP  -1.978*** -27.872 75.242** -1.6558** 28 72%+* -25.085***
(0.49) (18.81) (37.88) (0.39) (4.15) (7.43)
Income pc -0.000 -0.000* -0.000 -0.000** -0.000** 0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Urbanindex  -0.005 0.003 0.002 -0.019 0.005 -0.842*
(0.02) (0.02) (0.02) (0.01) (0.01) (0.02)
% population 0.218** 0.303** 0.134 0.309*** 0.233*** 0.368***
(0.08) (0.10) (0.10) (0.05) (0.07) (0.06)
% extreme 0.209 0.209 0.093 0.498*** 0.078 0.990***
poverty (0.24) (0.30) (0.35) (0.14) (0.21) (0.19)
Schools -0.003*** -0.004***  -0.002** -0.004***  -0.03*** -0.004***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Constant 10.746***  139.955 -373.675*  8.999*** 1886**  125.852**
(2.29) (93.16) (188.37) (1.87) (20.57) (36.94)
N 859 390 469 1947 889 1058
R2 0.24 0.41 0.16 0.28 0.45 0.20

Note: robust standard errors in parentheses. Rrsduiiom OLS estimates. * significant at 0.1

**significant at 0.05; ***significant at 0.01.
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Robustness analysis

| first conduct an analysis of political variablesly. The results of this test of
robustness are shown in Table 6. As it can be wbdeboth, TB and the log of M are
statistically significant for projects funded witfational sources and the aggregate
figures. The negative sign of the parameters ofnvali models suggests that an
increase in the number of seats per constituencsedses spending, even under the
open-list PR electoral system. It is interestingntate that both, in terms of the
aggregate figures, i.e. funding that comes fronerimdtional and national sources,
spending tends to be sensitive to political cyclas, the variables of ‘party in
government’, ‘new government’ and ‘electoral yeashow, contrary to the
expectations. Whether spending goes to the goverrsmgrongholds, the opposition
or to swing voters is not very significant in thggeegate figures. Whilst in the
national ones the results suggest that the paatyishholding office tends to benefit
those constituencies that were lost in the lasttiele. The negative sign in
‘Strongholds’ and ‘Opposition’ in models 7 to 9 migbe an indication that
municipalities of the opposition tend to receiveslespending whereas government’s
strongholds are more likely to receive more spandinterestingly, ‘government’s
mayors’ is only significant under the closed-lis¢éatoral system, contrary to the

results shown in Table 5 above.
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Table 6. Panel data estimations (Random effects) of allocation of spending at FHI'S,
political variables only

National Aggregate
() (8 9) (10) (11) (12)

Pooled Closed-list  Open-list Pooled Closed-list ef{ist

b/se b/se b/se b/se b/se b/se
Log of M -0.330***  -0.360** -0.313** -0.357%*** -0.30*** -0.369***

(0.10) (0.13) (0.12) (0.07) (0.09) (0.08)
B 0.105** 0.101**

(0.05) (0.03)
New -0.094 -0.015 0.046 0.210*** 0.364*** -0.108**
government (0.06) (0.09) (0.10) (0.03) (0.04) (9.05
Electoral 0.004 -0.174** -0.043 0.153*** -0.415%** 0.276***
year (0.04) (0.07) (0.06) (0.04) (0.07) (0.05)
Party in 0.108** 0.325*** -0.121** 0.301*** 0.648*** 0.269***
government (0.03) (0.06) (0.06) (0.03) (0.05) (9.05
Stronghold 0.077 0.113 0.049 0.068 0.085 0.068

(0.06) (0.07) (0.07) (0.04) (0.05) (0.06)
Lost 0.197*** 0.261** 0.159** 0.073* 0.068 0.083*

(0.06) (0.08) (0.07) (0.04) (0.06) (0.05)
Opposition -0.072 -0.059 -0.064 0.024 0.033 0.002

(0.06) (0.08) (0.09) (0.04) (0.06) (0.06)
Government 0.068 0.153** 0.039 0.031 0.046 0.053
mayor (0.05) (0.06) (0.06) (0.03) (0.05) (0.04)
Turnout -0.016**  -0.026***  -0.008** -0.010*** -0.@7*** -0.008***

(0.00) (0.01) (0.00) (0.00) (0.00) (0.00)
Constant 1.930*** 2.001** 1.893*** 1.950*** 1.733* 1.982*+*

(0.13) (0.21) (0.15) (0.08) (0.13) (0.11)
N 1143 452 691 2147 916 1231
R2 0.12 0.31 0.07 0.12 0.36 0.07

Note: robust standard errors in parentheses. Rresduftom OLS estimates. * significant at 0.1
**significant at 0.05; ***significant at 0.01.

Due to the fact that random effects models assinaietihe variation within variables
is part of the error term, | run fixed-effects mizdéo check whether there is time
correlation within regressors. As | previously remned, fixed-effects models cannot
estimate the effect of time-constant regressorsis;Ikariables that do not change
over time, such as district magnitude have not beeluded in the model. Due to
potential autocorrelation between variables ‘Straid’ and ‘Opposition’ | report two
different sets of results in Table 7 and Table & asing only Stronghold and the
other using Opposition. As observed, a changhernype of ballot is still significant
in pooled models. Similar to Model 3 presented abl€ 5, Model 15 is statistically
significant at the 5% level and substantially siigant. The similarity with model 3
indicates that this variable is auto-correlatedeurttie open-list system but not in the

closed-list system. Again, this might be an indaathat the change of type of ballot
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affects the dynamics in which spending is allocateder two different parties in

government.

It also can be noticed that when only funding tbames from national sources is
considered the electoral strongholds of the opjposiare more likely to get less
spending. This result is statistically significamtthe pooled model (column 13), and
it does not seem to have a similar effect whenrmattgonal sources of funding are
involved. The opposite happens when the electtrahgholds are those of the party
in government. As it is presented in Table 8, calui9, the government’s
strongholds are more likely to receive more spendirhis might be interpreted as a
confirmation of Cox and McCubbins’ (1986) model. wiver, at the time writing
more statistical analysis with data disaggregatethbnths and during electoral years
is being conducted. It is expected that the redliffer during ordinary years. In
general, it is observed that those municipalittest by the party in government during
the immediate last election have greater chance®deive funding from national

sources.
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Table 7. Panel data estimations (Fixed effects) of allocation of spending at FHIS

National Aggregate
(13) (14) (15 (16) 17) (18)

Pooled Closed-list  Open-list Pooled Closed-list eff{ist

b/se b/se b/se b/se b/se b/se
TB 0.389*** 0.493***

(0.08) (0.07)
New -0.001 0.226 3.518* -0.120** -0.247* -1.030***
government  (0.10) (0.34) (1.38) (0.05) (0.14) (0.26
Electoral -0.105* -0.155 -2.400%* 0.025 0.106 0.880***
year (0.05) (0.24) (0.87) (0.04) (0.10) (0.19)
Party in 0.287*** 0.116 -14.750** 0.373*** -0.613*** 4.244%*
government  (0.05) (0.67) (5.58) (0.04) (0.18) (.12
Lost 0.223** 0.262* 0.220* 0.021 0.262** -0.010

(0.07) (0.15) (0.12) (0.05) (0.11) (0.07)
Opposition ~ -0.204** -0.206 -0.116 0.004 -0.084 @05

(0.09) (0.17) (0.15) (0.06) (0.13) (0.09)
Government 0.079 0.119 0.188* 0.018 0.117 0.067
mayor (0.06) (0.09) (0.10) (0.04) (0.07) (0.06)
Turnout -0.007 -0.018* -0.012 -0.001 -0.015 0.001

(0.00) (0.01) (0.01) (0.00) (0.01) (0.00)
Mitch -0.038 -0.848* 0.463*** 0.679***

(0.40) (0.48) . (0.06) (0.15)
Lagged dep. 0.117** -0.056 0.015 0.174%* 0.102** 0.117*
variable (0.05) (0.06) (0.07) (0.03) (0.04) (0.04)
Log of GDP  -3.081*** -10.630 97.509** -1.801*** -2832*** 27 595+

(0.59) (20.31) (37.112) (0.43) (4.39) (7.53)
Income pc 0.000** -0.000 0.000 -0.000%*** -0.000*** 0.000

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Constant 15.485%** 54.161 -483.876**  10.159*** 1425%*  138.312**

(2.76) (100.56) (184.71) (2.06) (21.79) (37.53)
N 859 390 469 1947 889 1058
R2 0.12 0.34 0.12 0.20 0.47 0.08

Note: robust standard errors in parentheses. ‘fgignt at 0.1 **significant at 0.05; ***significanat

0.01.
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Table 8. Panel data estimations (Fixed effects) of allocation of spending at FHIS

National Aggregate
(19) (20) (21 (22 (23) (24)

Pooled Closed-list  Open-list Pooled Closed-list eff{ist

b/se b/se b/se b/se b/se b/se
TB 0.389*** 0.493***

(0.08) (0.07)
New -0.001 0.226 3.518* -0.120** -0.247* -1.030%**
government  (0.10) (0.34) (1.38) (0.05) (0.14) (9.26
Electoral -0.105* -0.155 -2.400** 0.025 0.106 0.880***
year (0.05) (0.24) (0.87) (0.04) (0.10) (0.19)
Party in 0.287*** 0.116 -14.750%* 0.373%* -0.613*** 4.244%*
government  (0.05) (0.67) (5.58) (0.04) (0.18) (.12
Lost 0.223** 0.262* 0.220* 0.021 0.262** -0.010

(0.07) (0.15) (0.12) (0.05) (0.11) (0.07)
Stronghold ~ 0.204** 0.206 0.116 -0.004 0.084 -0.059

(0.09) (0.17) (0.15) (0.06) (0.13) (0.09)
Government 0.079 0.119 0.188* 0.018 0.117 0.067
mayor (0.06) (0.09) (0.10) (0.04) (0.07) (0.06)
Turnout -0.007 -0.018* -0.012 -0.001 -0.015 0.001

(0.00) (0.01) (0.01) (0.00) (0.01) (0.00)
Mitch -0.038 -0.848* 0.463*+* 0.679***

(0.40) (0.48) . (0.06) (0.15) .
Lagged dep. 0.117** -0.056 0.015 0.174%* 0.102** 0.117*
variable (0.05) (0.06) (0.07) (0.03) (0.04) (0.04)
Log of GDP  -3.081*** -10.630 97.509** -1.801*** -2832%** .27 595¥***

(0.59) (20.31) (37.112) (0.43) (4.39) (7.53)
Income pc 0.000** -0.000 0.000 -0.000*** -0.000***  0.000

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Constant 15.406*** 54.079 -483.919**  10.161*** 1412**  138.334**

(2.76) (100.56) (184.71) (2.06) (21.78) (37.53)
N 859 390 469 1947 889 1058
R2 0.12 0.34 0.12 0.20 0.47 0.08

Note: robust standard errors in parentheses. ‘ifgignt at 0.1 **significant at 0.05; ***significanat

0.01.

To control for the influence of outliers | run sséical tests for observations between

1999 and 2009. As previously mentioned, spendiniy wational sources tends to

follow a more stable pattern after 1998. For thmalgsis | present results for random

effects models; these are presented in Tablec&@nltbe observed that in comparison

to the main models introduced in Table 5, therermteimportant changes. Overall,

the tendencies are quite similar, which suggestdhastness of the models.
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Table 9. Panel data estimations (Random effects) of allocation of spending at FHI'S,
political variablesonly, for years between 1999 and 2009

National Aggregate
(25) (26) (27) (28) (29) (30)
Pooled Closed-list  Open-list Pooled Closed-list  ef{ist
b/se b/se b/se b/se b/se b/se
Log of M -0.203** -0.246** -0.174 -0.187** -0.202** -0.147*
(0.08) (0.12) (0.11) (0.06) (0.09) (0.08)
B 0.345*** 0.446*+*
(0.07) (0.07)
New 0.069 -0.108 2.703* -0.141* -0.162 -1.004***
government
(0.09) (0.30) (1.41) (0.04) (0.13) (0.26)
Electoral -0.046 0.197 -1.836** 0.056 0.177* 0.843**
year
(0.05) (0.22) (0.89) (0.04) (0.09) (0.19)
Party in 0.257** -0.566 -11.348** 0.375*+* -0.578*** 3.974*
government
(0.05) (0.62) (5.69) (0.04) (0.17) (1.10)
Stronghold 0.066 0.044 0.042 0.027 0.051 0.009
(0.05) (0.07) (0.07) (0.04) (0.06) (0.05)
Lost 0.132* 0.167* 0.079 0.027 0.077 -0.013
(0.06) (0.09) (0.08) (0.04) (0.08) (0.05)
Opposition -0.046 -0.052 -0.017 -0.013 -0.015 0.013
(0.06) (0.09) (0.09) (0.05) (0.07) (0.06)
Government 0.083* 0.084 0.130** 0.007 0.029 0.029
mayor
(0.05) (0.06) (0.06) (0.03) (0.05) (0.04)
Turnout -0.007** -0.013** -0.003 -0.005** -0.013***  -0.004**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Lagged dep. 0.114** 0.049 0.069 0.173*** 0.104** 0.105**
variable
(0.05) (0.05) (0.05) (0.03) (0.05) (0.03)
Log of Gini  -1.651** -0.153 -3.156%*** -0.417 0.744 -1.391**
coeff.
(0.65) (0.90) (0.80) (0.43) (0.61) (0.49)
Log of GDP  -1.963*** -28.245 75.242** -1.582*** -2871x*  -25,085*+*
(0.49) (18.78) (37.88) (0.39) (4.24) (7.43)
Income pc -0.000 -0.000** -0.000 -0.000 -0.000 @00
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Urbanindex -0.003 0.008 0.002 -0.023 0.007 -0.042*
(0.02) (0.02) (0.02) (0.02) (0.01) (0.02)
% of 0.214** 0.295** 0.134 0.325*** 0.246** 0.368***
population
(0.08) (0.09) (0.10) (0.06) (0.08) (0.06)
% extreme  0.221 0.216 0.093 0.682*** 0.390* 0.990***
poverty
(0.24) (0.30) (0.35) (0.16) (0.23) (0.19)
Schools -0.003*** -0.004*** -0.002** -0.004*** -0.03*** -0.004***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Constant 10.669**  141.812 -373.675*  9.029*** 1890** 125.852**
(2.29) (93.01) (188.37) (1.89) (21.01) (36.94)
N 855 386 469 1686 628 1058
R2

Note: robust standard errors in parentheses. *ifgignt at 0.1 **significant at 0.05; ***significanat

0.01.
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Conclusions

Most of the results that have been presented snvibrking paper are not statistically
substantive. However, the study presents evidehak duggests that the electoral
reform that took place in 2004, changing the typeallot from a closed-list system
to an open-list system has lead to an increasedialsspending per capita. Yet, the
findings indicate that the interaction between tgeballot and district magnitude
does not cause the effect that the theory predictie open-list electoral system.
District magnitude is significant in most of theatsdtical tests conducted;
nevertheless, changes in type of ballot do not fydte direction in which spending
is allocated. In other words, a municipality wile bmore likely to receive social
spending from FHIS the smaller the district magihétwf the constituency it belongs,
regardless of the type of ballot. However, an asialgf the interaction effect of party
in office and type of ballot reveals statisticaldasubstantive changes that require

further exploration at a different level of aggrega of the data.

Furthermore, the evidence suggests that spendmig te be allocated to government
strongholds, while electoral strongholds of the agfon receive less funding from
the government as proposed by Cox and McCubbin86(19The results are
statistically significant only in fixed-effects meld though. This evidence is
supported by the finding that if a municipality noaycomes from the same party in
government, its local government is more likelyg¢oeive funding. In addition, those
municipalities where the government lost the lassglential election are also prone
to receive funding; the results are significant Mational’ models. | interpret this
result as an indication that the party in governirtends to benefit swing voters,
which are the bulk during the period studied, dre/tmight decide the final electoral

outcome.

Voters’ turnout is statistically significant at thane percent level in most of the
models, although its effects on the log of spendirggnot substantial. As | mentioned
previously, the negative sign of its coefficientsall models is an indication that
poverty and abstentionism are inversely correlatddch means that the poor tend to

vote more in Honduras and they also receive mogadipg. Since by nature FHIS is
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an institution that should work for the poor, tlei&dence cannot be used to support
the theory that spending at FHIS is used with ¢dilstic purposes. The effects of this
parameter are even stronger in models where irttena@h aid is involved. Its negative
sign suggests that spending tends to be allocatedunicipalities where voters tend
to attend in higher proportions to the ballot boxXEse interpretation of this result
needs a bit of discussion. As explained aboverastegly, in Honduras the level of
electoral abstentionism is lower amongst poor wt8ome interpret this behaviour as
a sign of clientelism in Honduras; in other worgsliticians tend to benefit through
pork-barrel and other clientelistic practices poaegions in order to gain votes in the
next election (Taylor-Robinson 2010, Coleman, Atguat al. 2009, Cruz, Argueta et
al. 2007)* Thus, voters’ turnout and poverty might be invbrseorrelated. That
would explain that in most models, including they@gate figures, this variable is

statistically significant.

!5 Moreover, it must be borne in mind that the exiecubf projects of this nature also generates
employment in the communities where the projediémng implemented. In other words, the project
itself requires a temporary labour force to be eked. Therefore, there is an additional incentipara
from that which has been planned as part of thgepto
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Appendix

Figure 5. Spending per capita at FHIS, per year, funded with national and
international sources
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Figure 6. GDP and Government revenues at constant prices lempiras (year base
= 1999)
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