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ABSTRACT

Polities differ in the extent to which political parties can pre-commit to carry out promised policy
actions if they take power. Commitment problems may arise due to a divergence between the ex ante
incentives facing national parties that seek to capture control of the legislature and the ex post
incentives facing individual legislators, whose interests may be more parochial. We study how
differences in “party discipline” shape fiscal policy choices. In particular, we examine the
determinants of national spending on local public goods in a three-stage game of campaign rhetoric,
voting, and legislative decision-making. We find that the rhetoric and reality of pork-barrel spending,

and also the efficiency of the spending regime, bear a non-monotonic relationship to the degree of
party discipline.
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Figure 7: Expected welfare as a function of party discipline for « =2 and § =1

welfare is quite low when the parties have little ability to commit the spending behavior of
the legislators. More generally, as § — 0, EV — (9a2 — 18a + 7) /243, which is positive if
and only if a > 1 4+ v/2/3. In other words, if « is small, a polity with little party discipline
delivers lower expected welfare than one that is unable to provide any local public goods
whatsoever. The low level of expected welfare results from over-spending in districts that are
represented in majority delegations and under-spending in districts that are not represented
in the majority.

In the region of low discipline, expected welfare rises monotonically with an increase in
party discipline. In this region, g3 and g both exceed the efficient level, and the former
rises with § while the latter falls. But the net effect is always positive.'?> As ¢ rises into
the region of moderate discipline, where the parties’ announcements are such as to just keep
the level of spending in a minority district just equal to zero, expected welfare continues
to rise.'® Here, both g3 and g» remain above the efficient level of spending, and both fall
when discipline strengthens. But g3 will eventually fall below the efficient level of spending

when ¢ passes 23/[3 (o — 1)] and even the spending in a district represented in a two-member

21t is straightforward to show that
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majority delegation will fall below the efficient level when ¢ exceeds 25/[3 (o — 1)]. Both of
these values of § fall within the region of moderate discipline, and both g3 and g2 are declining
throughout the region. Thus, there must come a critical level of § between 23/[3 (o — 1)] and
B/[(cc — 1)] at which expected welfare reaches a local maximum. Thereafter, further increases
in discipline that do not cause spending in a minority district to turn positive must reduce
expected welfare. In the figure, expected welfare reaches a local maximum at § = 46/51.'4

Finally, we reach the region of high 0, where discipline is sufficiently strong that the
parties’ promises induce positive spending even in a district that is not represented in the
majority delegation. Throughout this region, g3, go and go all rise monotonically with § from
levels that are inefficiently small. Thus, expected welfare must be rising with ¢ in the region
of high discipline. As we have noted before, spending levels converge to the efficient levels as
0 — oo. Thus, expected welfare asymptotes to the first-best.

In short, we find that when political parties have limited ability to pre-commit the actions
of elected representatives, the legislature delivers quite inefficient levels of local public goods
and the outcome can be worse even than if national spending on district projects were im-
possible. At the opposite extreme, when the political parties have full ability to pre-commit
public spending, then the spending level in each district is efficient. But the relationship

between party discipline and expected welfare is not monotonic.

5 Conclusions

In this paper, we have developed a three-stage model of political campaigns, voting, and leg-
islative deliberations to study the determinants of national spending on local public goods.
The key variable of interest in our analysis is the degree to which political parties can pre-
commit the policy actions of their members during the course of the political campaign. We
assume that political parties are differentiated by ideology and that the leaders of the two
parties seek to gain majority control of the contested legislature in order to pursue their
ideological agendas. Electoral competition motivates their promises of pork-barrel spending.
After the election, the victorious candidates pursue more parochial concerns, namely to pro-
vide goodies to their local constituents. Thus, members of the majority delegation will want
to steer pork-barrel spending to the districts they represent, regardless of what their party
may have promised. A party’s ability to pre-commit to policy reflects its ability to discipline

its members when the party succeeds in gaining control of the legislature.

“More generally, the turning point comes at
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We conceive of this ability as reflecting political institutions, although we do not model
the institutions explicitly. Rather, we represent party discipline by a parameter that measures
the size of a penalty that the party imposes on its members if they deviate from the party’s
campaign platform. We imagine that the party imposes this penalty to preserve its ability to
use campaign promises for electoral benefit in future elections. Presumably, the size of the
penalty reflects the degree to which the national party controls resources that are valuable
to the individual politicians. In future work, it would be desirable to model explicitly the
instruments available to the party and their incentives to use them. By doing so, we could
endogenize the degree of pre-commitment ability as a function of more primitive features of
the political system.

Our reduced-form approach yields a very tractable model and some interesting conclu-
sions. We find that a party’s platform, as well as actual spending in districts represented in
a majority delegation, bear a non-monotonic relationship to the parameter representing the
degree of party discipline. At low levels of discipline, the parties promise lavish pork-barrel
spending in every district. If a given party wins in all three districts, the legislature spends
more than is optimal in every district. If the majority party controls only two seats, the leg-
islators allocate even more pork to the two districts they represent, but do not spend at all
in the third district. As the parameter reflecting party discipline rises from these low levels,
initially the qualitative features of the equilibrium remain the same, although the promises
moderate and so does spending in a district represented by a legislator in a two-member
majority delegation.

As discipline rises, eventually the penalties for deviating from the party platform become
sufficiently great that the legislators in a two-member majority delegation would not choose
to eschew spending in the remaining district (that they do not represent). For this and
higher levels of discipline, public spending is positive in every district, although greater in
those represented in a majority delegation than in those that are not. Further increases in
discipline cause the parties to raise their campaign promises (from levels that are quite low)
and to deliver greater pork to every district for all possible election results. As the penalties
for failure to deliver on campaign promises become prohibitive, the promised level of spending
per district approaches the socially efficient level, as does the actual spending in every district
after any possible election outcome.

We also examined the relationship between parties’ ability to pre-commit their fiscal
policies and the expected welfare of voters. At low levels of discipline, the excessive spending
in districts represented in a majority and the absence of spending in a district that is excluded
from the majority result in a highly inefficient fiscal regime. Indeed, expected welfare can be
lower due to tyranny of the majority than what would result from a constitutional prohibition
on all public spending on local public goods. As discipline strengthens, promises moderate,

and so does the inefficiency that results from excessive spending. But further increases in
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discipline cause the spending levels to fall to and below the efficient levels, and expected
welfare then falls. However, once discipline is so strict that the legislature allocates pork
even to a minority district, subsequent increases in discipline cause spending levels to rise
again, and expected welfare converges to the first-best.

Our paper fills a gap in the literature between the pre-commitment models in the Down-
sian tradition and the no-commitment models of Osborne and Slivinski (1996), Besley and
Coate (1997), and others. Our findings urge a cautionary note about the use of correlations
in comparative political analysis. The relationship between political institutions and policy

outcomes can be subtle and complex even in a relatively simple political environment.
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