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1. Introduction 

The literature about allocation of resources in governments is broad and it can be divided 

in 2 big branches: The first one which asserts that demographic, economic and social 

features are key factors for allocation of resources whereas the second group pays more 

attention to the effect that political rights, institutions of government and the behavior of 

elected officials have on allocation of resources. In the first group Rodrik (1996) shows 

that an open economy leads to a larger government (i.e. larger expenditure) the reason is 

that economic and social shocks force governments to increase expenditure to absorb the 

negative effects of the shock (Shelton, 2007: 5). Besides, works by Alesina and Spolaore 

(1997) and Alesina and Wacziarg (1998) show that there is a trade-off between 

population size and cost of social heterogeneity in large populations. A big country has a 

lower per capita expenditure in the provision of public services because of economies of 

scale; however, dealing with the heterogeneity in larger populations means a higher per 

capita expenditure due to the complexity of satisfying different preferences and 

necessities. Social and cultural diversity has been introduced by Easterly and Levine 

(1997) and Alesina, Baqir and Easterly (1999) who argued that expenditure in some 

public goods are inversely related to ethnic fragmentation. More ethnic fragmentation 

encourages rent-seeking behaviours and it is difficult to reach a consensus for the 

provision of public goods due to the diversity of interests. ‘When people persistently 

identify with a particular group, they form potential interest groups that can be 

manipulated by political leaders, who often choose to mobilize some coalition of ethnic 

groups to the exclusion of others’ (Alesina, et al, 2003). Furthermore, income inequality 



can harm the provision of public goods because in an environment with fragmentation it 

is difficult to reach agreements, especially during the definition of which public goods 

have to be prioritised (Alesina, Baqir and Easterly, 1999). 

The second group of theories paid more attention to the role that individuals (i.e. 

politicians) play on the allocation of resources. Initially, these theories focused their 

attention on the motivations of the politician’s. In this regard, policy choices are affected 

either by politicians’ care about their private rents from holding office, or by their desire 

to represent the interest of a particular group of voters. Rent seeking approach, interest 

groups and lobby theories claim that politicians are selfish, thus they look for their own 

interest when they are running for elections (opportunism) (Beniers and Dur, 2007). In 

addition, other works claim that public policy outcomes are the result of the interplay 

between the concentrated interests of groups seeking transfers and the more diffuse 

interests of groups that supply those transfers (Kimenyi, 1989). 

Moreover, another approach asserts either local elites capture a decentralized government 

to determine the allocation of the resources following its own interest (Chattophadyay 

and Duflo, 2004) or that the power of delivering resources resides largely outside the 

individual candidate of formal office-holder but specifically in party factions and/or at the 

higher echelons of the party. Then at election time, all faction members have an interest 

in working to direct the pork to the constituents of their faction’s candidate (Persico, 

Rodriguez and Silverman, 2007). 

However, other works assert that political system restricts the behavior of the politicians. 

Therefore, it does not matter if politicians are selfish or policy oriented, since the final 

outcome depends on the features of the political and economic institutions. If the 



decisions are made through representative democracy, then the positions near the median 

preferences will win, so that all public decisions can be analyzed in terms of the demand 

of median voter and his/her preferences (Mathis and Zech, 1989). 

Other attempts to explain how motivations of politicians are not determinant are Basley 

and Coate (2001) which combine lobbying theory and citizen-candidate approach 

identifying circumstances where lobbying has no effect over policy outcomes. 

In recent works political competition theory gained more importance in explaining the  

behavior of the politicians, and the way in which public policies are defined. It does not 

pay much attention to politicians’ motivations but to the circumstances that can affect 

their decisions once in power. 

Political competition is related to accountability of incumbents and it is more intense 

when public can easily remove incumbent leaders and replaces them with challengers 

(Bardhan and Yang, 2004). It implies that “governments will not be self perpetuating and 

that elections can, and in some cases do, lead to the replacement of one set of officials 

with another set. The chance, or probability, of turnover is perhaps the most salient 

feature of this system of accountability. Therefore if competition works then ruling party 

has fear of loss the office and seeks to produce policies that satisfy the electorate. The 

struggle for electoral support leads rival parties to adopt moderate policies which reflect 

median voter preferences” (Boyne, 1998:210). This model shows that even a self-seeking 

politician will tend to satisfy the median voter preferences because of the fear of losing 

the election. This introduces the idea that political competition can change, restrict or 

smooth the behavior of politicians. Consequently, strong competition among political 



parties can be expected to reduce the effect of party ideologies and politicians’ 

motivations on policies, while weak competition reinforces this effect. 

Alesina (1998) also discusses how political competition within a political party leads to 

the satisfaction of preferences of the electorate. Politicians are not only selfish but also 

interested in the application of policies preferred by their constituencies. It considers that 

an individual at the end of his political career will not only be stimulated to satisfy the 

preferences of the electorate but also to follow his own motivations. However, 

preferences of young politicians inside a political party will restrict senior politician to 

implement his preferences (Alesina, 1998). 

Persico, Rodriguez and Silverman (2007) discuss how political competition smoothes the 

effect of factional pressures. In their model, factions are most cohesive when the party is 

relatively insulated from political competition. In such cases decisions about public 

expenditure will tend to go to constituencies whose representatives are member of 

powerful factions, rather than to politically swing constituencies. Besley, et. al. (2005) 

asserts that political competition produce strong effects on economic performance via 

quality of the governments.  

However, Bardhan and Yang 2004 called attention on an interesting issue: he asserts that 

fears of being changed would prevent politicians to invest. The idea behind this 

assumption is that public does not trust in politicians, so that if they invest more, the 

public would believe that they are extracting rents. If this happens, it would change the 

perception of the public about the role of the incumbent and it would cause its change. 

This is more likely to happen when the ruler party is weak. 



It seems that the influence that political competition has on politician’s behaviour is not 

clear Political competition can smooth politician’s behaviour like the predictions of the 

median voter theory or it can force politicians to underperform (Bradhan and Yand, 2004) 

or to stick to inefficient decisions in order to hide information that could influence future 

elections (Dur, 2001). In addition, there is no clarity how motivations, political 

competition and the expectations for re-elections influence politician’s behaviour and 

then the allocation of resources. This paper aims to provide theoretical explanation and 

empirical evidence about how expectations for re-elections determine behaviour of the 

politicians subject to their motivations and the circumstances of the political system they 

face when public resources are being allocated. 

2. The theoretical model 

Politicians play an important role when public resources are allocated. On the one hand 

their motivations are extremely important (i.e. rent seekers or policy oriented) on the 

other hand those motivations are influenced by the political conditions politicians face. 

Those conditions give politicians different incentives that restrict or reinforce their 

motivations (i.e. political competition, factional pressures). 

Additionally, the expectations that politicians have for re-election are going to determine 

their behaviour. Therefore, this paper will give theoretical arguments to explain under 

which circumstances the motivations of the politicians are reinforced or restricted, 

depending on the incentives they face and their expectations for future re-elections. 

 

 [Figure 1 has to be inserted about here] 



In a dynamic scenario with re-elections, politicians have expectations for being re-elected 

and their behavior is influenced by those expectations and that determines the way in 

which expenditure is allocated. 

The reason is that the electorate can see the performance of the organization before the 

next election. This is a clear signal of the performance of the elected officers and because 

of that officers can be either re-elected or not. Then, there are strong incentives that 

politicians have to give signals about their performance when they care about the next 

election. Nevertheless, those signals can be manipulated in order to hide bad performance 

simply by showing only information which could beneficial for the incumbent before the 

election and keeping other information after the election (Dur, 2001). Besides, since 

his/her political party is interested in continuing running for elections during a long time, 

the interest of the younger generations of politicians will enforce policies which are 

beneficial for the party in the long run. Thus, there is competition of different preferences 

inside a political party that changes average preferences for the whole party (Alesina, 

1998). Therefore, incumbents face restrictions when they try to direct resources to some 

specific groups when there have expectations for re-election or future political gains. 

Competition can come from outside the party also; the competition among political 

parties will lead to consider the preferences of the electorate when public choices are 

defined (Alesina, 1998 and Boyne, 1998). This does not mean that incumbents can not 

direct the expenditure, what it means is that incumbents face more difficulties when they 

try to direct the expenditure to their constituencies. Hence, fear of losing the power or 

damaging the possibility of being re-elected templates partisan and personal preferences. 

Then, political competition could prevent politicians to behave opportunistically from the 



government even if politicians have different motivations, i.e. they are rent-seeking or 

policy motivated, because there will be pressures to direct expenditure to ensure future 

re-elections. 

We can summarize this in the following proposition: The presence of political 

competition (factional pressures or partisan competition) and expectations for being re-

elected make it difficult for politicians to behave opportunistically. 

However, if there is no political competition and the political power lies in few hands, 

there are strong incentives to behave opportunistically. The reason is that politicians do 

not fear of losing the power because there are no political parties strong enough to 

challenge them. In this case influence of the parties becomes important rather than 

preferences of the electorate (Boyne, 1998). Then, factional pressures explain the 

behavior of politicians. Allocation of public expenditure tends to go to constituencies 

whose representatives are members of powerful factions, reducing expenditure that could 

ensure re-election. 

Preposition 2: With low levels of political competition and high concentration of power 

the level expenditure directed to re-elections decreases due to pressures of factional 

groups in order to behave opportunistically. 

There is a third scenario, in which politicians do not have expectations of being re-

elected. This generally happens in an environment with political or social fragmentation, 

where opportunistic behaviour tends to prevail among politicians (Beniers and Dur, 

2007). That means politicians seek for either rents or prestige among other benefits. The 

reason is that in a fragmented scenario the politicians’expectations about the future tend 

to be lower (i.e. re-elections or political future), hence; they will tend to look for rents in 



the short run. Besides in fragmented scenarios the ruler party tends to be weak and it 

would be more willing to accept alliances with parties with different motivations and 

preferences. Thus, all of them try to prioritize their own preferences and this would lead 

to uncoordinated actions of the different groups that prompt lower output and higher 

bribes (Easterly and Levine, 1997). 

Proposition 3: In an environment when there is political fragmentation, the expectations 

for re-elections are low, then politicians tend to behave opportunistically and levels of 

expenditure directed to re-elections are low. 

The propositions one, two and three can be summarized in the following hypothesis. 

Hypothesis 1: There is a hill shape relationship between expectations of being re-elected 

and the level of expenditure directed to re-elections. 

The figure 2 will help us to explain this hypothesis.  

[Figure 2 has to be inserted about here] 

The behavior of the politicians changes as a consequence of the incentives they face and 

their expectations of being re-elected. When the power is concentrated in few hands, the 

incumbents tend to implement their political agendas and they are likely influenced by 

factional pressures. They do not fear of loosing the power, because they do not face any 

competition and then they behave opportunistically; therefore, the level of expenditure 

directed to ensure re-elections is low. However, when there is some level of political 

competition, sufficiently enough to make politicians fear about the future re-election, 

incumbents will direct expenditure towards expenditure which increase the likelihood of 

being re-elected. Finally, when there is a high level of political fragmentation, this 

increases the difficulty of reaching agreements and causes politicians to behave 



opportunistically, therefore; level of expenditure to guarantee re-elections is low and 

politicians look for short term gain. 

In this model there is one important assumption about the politicians’ behavior. When 

there are no restrictions for their motivations, that is when there is high concentration of 

power or high political fragmentation; then, politicians will tend to behave as rent seekers 

more than policy oriented. The reason for this strong assumption comes from the 

previous argumentation. In fragmented political systems there will be pressures to behave 

opportunistically since there are many groups trying to impose their influence, so that 

none of them want to invest in long term gain. On the other hand, when there is high 

concentration of power, there is no political force that pressure for accountability, then 

pressures for behaving opportunistically are high. 

Nonetheless, leaders can play an important role on government’s allocation of resources 

and this cannot be diminished. Clearly, organizational theory brings a lot of support for 

the role that top management teams play on organizational performance. 

When elected candidates are citizen candidates, they can not commit to specific policy 

platforms. They are elected since they reflect some preferences of their constituencies. 

This is possible because the electorate know well the preferences of the candidates and 

their intentions. However, this does not mean that preferences of the elected candidate are 

similar to the preferences of the median voter electorate. In a polarized scenario, those 

preferences can be very different. Then once elected, politicians try to implement their 

preferred policy option. Under these circumstances policy maker does influence policy 

decisions (Chattophadyay and Duflo, 2004).  This is more likely to happen in small 

regions or communities where elected candidates are well known by their constituencies. 



Organizational demographers have described the characteristics of groups using 

demographic characteristics such as: ethnicity, age, tenure and education (Bogaert, 2009). 

Nevertheless, as general trend politicians tend to behave opportunistically (i.e. rent 

seekers). In this paper we are not going to include the role of strong leaders, leaving this 

issue for future research. 

3. Case study, information and variables 

Bolivia constitutes a good case study since: important electoral reforms were carried out 

in the last two terms that changed the composition of power of the political groups. 

Besides, this study case permits us to analyze this change in power on municipal level, 

giving us the opportunity to focus on the dynamics on local level in contrast with other 

studies that mostly focus on country level. Besides, during the last years in this country 

the decentralization has deepened, so that municipalities have now more responsibilities 

and they spend one third of public national expenditure. 

In order to explain how the resources are allocated on municipal level, several works 

used per capita social expenditure as a measure of the capacity of the municipality to 

deliver resources to the population (see Alesina, Wackziarg, 1998; Alesina Spolaore, 

1997 among others). The advantage of this measure is that it takes into account the size 

of the population and then gives a better measure about how much money each individual 

is receiving. More per capita expenditure will reflect more capacity of municipality to 

cover the necessities of their population. In Bolivia, social expenditure includes the 

building of schools, hospitals, some housing expenditure. Local politicians use this 

expenditure to show the electorate that they are investing for the community. They have 

strong incentives to focus in this expenditure since it is mainly infrastructure that can be 



seen by the electorate. Then for the incumbents social expenditure strengthen the 

possibilities to be re-elected, therefore we are going to use social expenditure as proxy for 

expenditure directed to re-elections. 

Then: 

_ i
i

i

se
pc se

pop
=   1) Per capita social expenditure 

Where: _ ipc se is the per capita social expenditure, ise is the total social expenditure, 

ipop is the size of population. 

Expectations for re-elections are higher when politicians hold some degree of political 

power. When political power that politicians have is low, then it is costly for them to try 

to obtain more power. In this case, it is more appealing to act as a rent-seeker. Then, to 

measure the political power we use the percentage of total council seats held by the ruling 

party (Boyne, 1998:207).  

Therefore:  

_
_ i

i
i

Nconc ruler
perc ruler

totalcounc
=   

Where: _ iperc ruler  is the percentage of councillors that belongs to winning party, 

_ iNconc ruler is the number of councillors that belong to the winning party and 

itotalcouncthe total number of councillors. 

Additionally, concentration of power could be used as proxy variable for expectations of 

future re-elections. Then, we use the index used by Alesina et al, 2003 which is defined 

by: 

Political fragmentation=1-∑(perc_pol_part)2 

This index will tend to be 1 when there is high level of fragmentation. 



Other control variables have to be included such as: poverty level (Shelton, 2007:7), 

income inequality (Meltzer and Richard, 1981) and ethnic fragmentation (Easterly and 

Levine, 1997). All the transfer that municipality receives from central government are 

included. The size of the municipality is included as well (Alesina and Spolaore, 1997).  

According to theory the expected value of the coefficient of poverty level is positive, 

since a since a wealthier State requires more complex public regulatory and protective 

action, then as a consequence their expenditure will increase with level of income 

(Shelton, 2007:7). The expected sign of the coefficient for income inequality is uncertain. 

Since high level of inequality can increase pressures for redistribution level of 

expenditure may be incremented (Meltzer and Richard, 1981). On the other hand it can 

reflect social fragmentation that may make reaching agreements difficult and that will 

decrease expenditure (Alesina, Baqir and Easterly, 1999). Regarding ethnic 

fragmentation, the expected sign is positive because more ethnic fragmentation 

encourages rent-seeking behaviour and it is difficult to reach consensus for the provision 

of public goods (Alesina, et al, 2003). 

The coefficient of the population size is expected to be negative. However there is a trade 

off between having increasing returns in the provision of public goods and the cost of 

heterogeneity of the population in large cities (Alesina and Spolaore, 1997:1029). 

Besides, it will be considered all the transfers that government gives to municipalities in 

order to consider the factional influences that central government will have over 

municipalities, at least those related to the provision of social services. 

 

 



4. Methodology 

The methodological strategy is to compare how different degrees of political power have 

impact on municipal social expenditure, considering also the effect of the other important 

variables suggested by the theory. In this analysis, two terms will be used to overcome 

the fact that there is unobservable information. This issue will be explained in the 

following sections. The terms of 2000-2004 and 2005-2009 will be considered. However, 

due to lack of information there is only available data for 2000, 2004, and 2005. One 

possibility would be to compare the first year of each term, this is 2000 and 2005. 

Nevertheless, in five years some unobservable features of each municipality may have 

changed (i.e. migration, institutional capacity). This could affect the results of the 

estimation (Figure 3). 

[Figure 3 has to be inserted about here] 

For this reason we decided to use the years 2004 and 2005: the last year of the first term 

and the first year of the second term. It is less likely to have important changes in the 

structural unobservable variables in one year. However, there is one problem. It could be 

argued that the last year and the first year of the different terms can not be compared, 

since priorities would not be the same in an electoral year compared with a non-electoral 

year. We hope to tackle this problem by including a fixed variable for each year that 

captures those differences. 

5. The econometric model 

The following model describes the basic idea of our analysis: 

pc_seit = γ0 + γ1 muni + γ2 perc_rulerit + γ3 perc_ruler2it + ui + εit 



Where pc_seit is the logarithm of per capita social expenditure for municipality i and in 

time period t. Furthermore, muni is a matrix of variables which includes all the 

characteristics of the municipalities which we assume constant overtime in each 

municipality, such as poverty level, income inequality, ethnic fragmentation, the transfer 

that a municipality receives from central government and the size of the municipality. 

The explanatory variable perc_rulerit is a proxy for the level of political power (as 

mentioned in previous sections. A high percentage represents a high level of 

concentration of power, whereas a low percentage implies a high level of political 

completion and political fragmentation. The square term is included to test the hill shape 

relation explained in section 2. The expected signs of the coefficients of these two 

variables are: 

γ3 > 0 

γ4 < 0 

We can tackle the issue of unobservable individual characteristics by performing a within 

transformation, assuming that all explanatory variables are independent of the error 

terms. Following equations shows how we eliminated the unobservable individual effects 

by transforming the data, starting from our basic model. 

 

This transformed model will provide us with the so called fixed effect estimators of γ 

using the information of the two different terms. 

 

 



6. Results 

Bolivia has 327 municipalities; the financial information is available for 304 

municipalities in 2004 and for 326 in 2005. There are some municipalities with high 

levels of per capita social expenditure, these cases constitute extreme cases and they were 

not taken into account in the analysis. 

The level of poverty in municipalities is about 84% measured by the local poverty line. 

The mean of the percentage of the ruling party power is 48% (Table 1). The correlation 

matrix is shown in the Annex. It shows for instance that higher poverty level is related to 

less per capita social expenditure. The latter is positively correlated with ethnic 

fragmentation. These results are supported by theory which claims that in fragmented 

societies governments tend to spend more to reduce the conflict. 

[Table 1 has to be inserted about here] 

Table 2 shows the results of OLS and pooled OLS, providing only the most important 

explanatory variables. Nevertheless, a full table including all the variables which theories 

consider important for explaining social expenditure can be found in the Annex. 

[Table 2 has to be inserted about here] 

The variables of interest: both the percentage of councilors from the ruler party and its 

square term have the expected signs and they are jointly significant at 10%, except in the 

year 2004.  

The results in Table 3, confirm the preliminary discussion about a hill shape relationship 

between percentage of councilors belonging to the winning party and per capita social 

expenditure. The size of the coefficients is stable using OLS, Pooled OLS, Fixed and 

Random Effects. The joint test for both variables tells that they are significant at 10%.  



In order to choose between FE and RE estimators, a Haussman specification test is 

performed. The test detects a significant difference between the estimates of the FE 

method and the RE method as can be seen in Table 3. Therefore it is better to use the less 

efficient but consistent results of the FE estimation method.  

[Table 3 has to be inserted about here] 

The results are the following: 1) if the percentage of councilors of the ruling party 

increases by 10 percentage points, the per capita social expenditure increases 19.3% 

(2.13*X-1.9048X2). This effect is calculated by taking into account the effect of 

percentage of councilors that belongs to the winning party and its square term. That 

means in a municipality with 11 councilors1, if the percentage of councilors belonging to 

the ruling party changes from 1 to 2 councilors (from 9.1% to 18.2%), per capita social 

expenditure augments 15 percentage points more (from 18.5% to 33.6%) (see Figure 4 

and Figure 5). The change in per capita social expenditure decreases when the ruling 

party gets more councilors. And it starts to turn negative (-0.19%) when it passes from 6 

to 7 councilors (from 54.5% to 63.6%). The optimal point for supporting social 

expenditure is reached when the Ruler  has 6 councilors out of 11 (54.5%), since an 

additional councilor will decrease the percentage of social expenditure. 

[Figure 4 has to be inserted about here] 

[Figure 5 has to be inserted about here] 

Those results confirm the fact that the political behavior of the ruler party changes 

according to the power that it has in the municipal council and those aspects seem to 

interact with political conditions that exists in municipality.  

                                                 
1 According to the population size municipal councils can be 5, 7, 9 or 11. However, these results are 
similar for each kind of municipality. 



When the Ruler party has low power there is a high level of fragmentation and politicians 

tend to behave opportunistically (Beniers and Dur, 2007). That means politicians will 

behave in the way that they can obtain either rents or prestige among other benefits. In a 

fragmented scenario the winning party would be more willing to accept alliances with 

parties with different motivations and preferences. This would lead to uncoordinated 

actions of the different groups that will prompt lower output and higher bribes (Easterly 

and Levine, 1997). 

The percentage of social expenditure increases, when the municipal council is not 

fragmented or at least the winning party has enough power to be elected on its own or 

through the formation of alliances with parties with similar preferences2. Even if 

politicians have different motivations, that means they are rent-seeking or policy 

motivated, the competition among political parties will smooth personal preferences of 

politicians when public choices are set (Alesina, 1998; Boyne, 1998).  

Finally, if the ruler party does not need to make alliances because it has a large majority 

in the municipal council (low level of political competition), both the influence of the 

parties and the motivations of politicians become important. Here, party preferences 

influence priorities and consequently reduce social expenditure and increase more 

opportunistic behavior as the allocation of public expenditure will tend to go to 

constituencies whose representatives are members of powerful actions. 

                                                 
2 This is true because the winning party can choose its alliances since its participation in the municipal 
council permits some manoeuvrability. 



7 Conclusions 

The degree of political power on municipal affects politicians’ behavior which is 

reflected in the trends of expenditure at local level. The change of political power that the 

Ruler party has in a municipal council leads to an increase or decrease in the percentage 

of social expenditure in a certain municipality. 

A weak Ruler party, which is facing a lot of political competition, shows a scenario with 

more fragmentation of the political council and leads to a smaller percentage of social 

expenditure due to the incentives among politicians to behave opportunistically. More 

concentration of power in the Ruler party’s hands but with some degree of political 

competition, gives the serenity for concentrating on municipal management and this is 

reflected in a higher percentage of social expenditure. However, too much power 

concentrated by the Ruler party (low political competition), increases the influence of 

factional groups and the incentives to shift expenditure towards targeted groups; as a 

consequence, the percentage of social expenditure decreases. 
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Analytical scheme 

 

 

 

 

 

 

 

 

FIGURE 2 

Expectations of being re-elected and expenditure 
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FIGURE 4 

Percentage of municipal council from winning party  

and its effects on per capita social expenditure 
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Variable Obs Mean Std. Dev .       Min Max

Log pcse 310 20.13 11.21 0.00 77.29

Poverty 310 0.84 0.12 0.43 1.00

Inequality 310 0.26 0.12 0.05 0.63

Ethnic fragmentation 310 0.75 0.17 0.50 1.00
Percentage of councilors 
belonging to the winning 
party 309 0.48 0.17 0.20 1.00
Percentage of councilors 
belonging to the winning 
party (squared)

309 0.48 0.17 0.20 1.00

Political instabi lity 309 0.26 0.19 0.04 1.00

Political fragmentat ion 309 0.39 0.16 0.18 1.00

FIGURE 5 

Changes in percentage of municipal council from winning party  

and its effects on changes in per capita social expenditure 

 

 

 

 

 

TABLE 1 

Basic statistics 

 

 

 

 

 

 

     * psce: Percentage of social expenditure 

     Source: Elaborated based on Enlared, 2007, Udape, INE ( N.d.), Udape, INE (2002), Finance Ministry. 

 

 



1 2 3
Pooled OLS 
(2004-2005)

OLS (2004) OLS (2005)

Percentage of councillors belonging 
to the winning party

2.2277** 2.7158 2.1929**

(0.9651) (1.7903) (0.9954)
Percentage of councillors belonging 
to the winning party (squared)

-2.0680** -2.6109 -1.9147**

(0.8688) (1.6040) (0.9522)
Constant 2.2498*** 1.8371 2.5961***

(0.7921) (1.5484) (0.5575)
Observations 588 281 307
R-squared 0.2218 0.1913 0.3366
Jointly significant test (p value) # 0.0588 0.2324 0.0706
Robust standard  errors in  parentheses

* sign ificant at 10%; ** s ignificant at 5%; *** significant at 1%

# Percentage of counci lors belonging to the winning party and its square term

The complete regressions are shown in the Annex

TABLE 2 

OLS and pooled OLS Log of per capita social expenditure (2004-2005) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 2 3 4 5
Pooled OLS 
(2004-2005)

OLS (2004) OLS (2005) Fixed Effect 
(2004-2005)

Random Effect 
(2004-2005)

Percentage of councilors 
belonging to the winning party

2.2277** 2.7158 2.1929** 2.1325** 2.1845***

(0.9651) (1.7903) (0.9954) (0.9271) (0.6756)
Percentage of councilors 
belonging to the winning party 
(squared)

-2.0680** -2.6109 -1.9147** -1.9048** -2.0170***

(0.8688) (1.6040) (0.9522) (0.8719) (0.6166)
Constant 2.2498*** 1.8371 2.5961*** 1.4868*** 2.2625***

(0.7921) (1.5484) (0.5575) (0.4611) (0.4730)
Observations 588 281 307 588 588
R-squared 0.2218 0.1913 0.3366
Number of groups 311 311
F test that all u_i=0 (p value) 0.0013
Jointly significant test (p value) # 0.0588 0.2324 0.0706 0.072 0.0046

Haussman Test 0.0167
Robust standard errors in parentheses
* significant at 10%; ** significant at 5%; *** significant at 1%
# Percentage of councilors belonging to the winning party and its square term
The complete regressions are shown in the Annex

TABLE 3 

OLS, pooled data, fixed and random effects of percentage of councillors belonging to the 

winning party and the square term on percentage of social expenditure  

 

 

 



 

 


