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The Local Politician: Loyal to the Party or
Responsive to the Local Constituency?

Poul Erik Mouritzen, University of Odense

The community equilibrivm maodel of local fiscal policy-making perceives of political leaders
as ‘invisible hands’ or as anonymous, reactive figures who automatically adapt 1o the prel-
erences of the citizenry. The party model, in contrast, views political leaders as willful
representatives of certain interests in society who will pursue policies that are in accordance
with the preferences of the party and its followers. In a context which is clearly biased in
favor of the latter, the two models are tested. Under these extreme circumstances the
community equilibrium model comes out as the most fruitful with respect to prediction of the
fiscal behavior of local political leaders.,

Two Conflicting Theories of Local Policy-Making

Most research on local fiscal policy-making falls into two categories.
According to one tradition policy-making can be thought of as the result
of a reaction to external forces by a political system which is constantly
striving towards a sort of equilibrium with its environment. A second line
of thinking stresses the specific characteristics of the political system as a
determinant of public policy. Within the latter theoretical perspective it is
customary among political scientists to look at the distribution of power
between the political parties.

Although both perspectives are marked by great variation in terms of
methodology, theoretical richness and consistency, it is nevertheless poss-
ible to represent them by means of two simple core models called the
community equilibrium model and the party model.

The Community Equilibrium Model

At the beginning of the 1960s a search for systematic relationships between
public policies, usually fiscal policies, and environmental characteristics
was started among economists and political scientists. Within a decade a
totally new ‘determinant’ or ‘policy-output’ literature emerged. Although
the findings varied and although conflicting evidence showed up on a
number of issues the message from these efforts was clear: Public policies

97



Seandinavian Political Studies, Vol. 10 - No. 2, 1987
[SSN 0080-6757
© Nordic Political Science Association

The Local Politician: Loyal to the Party or
Responsive to the Local Constituency?

Poul Erik Mouritzen, University of Odense

The community equilibrivm maodel of local fiscal policy-making perceives of political leaders
as ‘invisible hands’ or as anonymous, reactive figures who automatically adapt 1o the prel-
erences of the citizenry. The party model, in contrast, views political leaders as willful
representatives of certain interests in society who will pursue policies that are in accordance
with the preferences of the party and its followers. In a context which is clearly biased in
favor of the latter, the two models are tested. Under these extreme circumstances the
community equilibrium model comes out as the most fruitful with respect to prediction of the
fiscal behavior of local political leaders.,

Two Conflicting Theories of Local Policy-Making

Most research on local fiscal policy-making falls into two categories.
According to one tradition policy-making can be thought of as the result
of a reaction to external forces by a political system which is constantly
striving towards a sort of equilibrium with its environment. A second line
of thinking stresses the specific characteristics of the political system as a
determinant of public policy. Within the latter theoretical perspective it is
customary among political scientists to look at the distribution of power
between the political parties.

Although both perspectives are marked by great variation in terms of
methodology, theoretical richness and consistency, it is nevertheless poss-
ible to represent them by means of two simple core models called the
community equilibrium model and the party model.

The Community Equilibrium Model

At the beginning of the 1960s a search for systematic relationships between
public policies, usually fiscal policies, and environmental characteristics
was started among economists and political scientists. Within a decade a
totally new ‘determinant’ or ‘policy-output’ literature emerged. Although
the findings varied and although conflicting evidence showed up on a
number of issues the message from these efforts was clear: Public policies

97



are mainly the results of non-political forces, that is, they are to be explained
by characteristics of the social and economic environment of political
systems. '

Much of this literature rested on implicit assumptions about the mech-
anisms through which socio-economic features were transformed into public
policies. What these studies seem to have in common are the notions of
utility-maximization and equilibrium, either in the form of what has been
called a *household consumption behavior analogy’? or in the form pos-
tulated by the ‘median voter theorem’ (cf. Sendergaard 1982). According
to the latter, the logic of voting will result in policies that are congruent
with the preferences of the median voter. The preferences of the median
voter are therefore equivalent with the point of equilibrium.

Utility-maximization models are usually based on very restrictive assump-
tions, rarely corresponding to real world phenomena.? Nevertheless, they
may approximate the actual mechanisms of decision-making sufficiently
enough to allow for forceful predictions. This may be true especially with
regard to the fiscal behavior of local governments (S¢ndergaard 1982, 6).

To sum up, the core of community equilibrium models is that public
policies are the result of adjustments to the needs and preferences of the
population, that these needs and preferences can be represented by the
social and economic characteristics of the community, and that these
‘environmental” characteristics are translated into policies independently
of who holds the power in the political system.

The Party Model

The assumptions of the community equilibrium model allow for the treat-
ment of the political system as a black box. In contrast, the party model gives
the holders of power some autonomy to decide on policies independently of
the local environment. This relative autonomy has two sources, both of
which have to do with the incentive structure of the local political elite.

First, political leaders are assumed to represent certain social classes or
categories, which may hold different or even opposing preferences and
ideologies. Political parties are accordingly perceived as representatives of
specific interest constellations in society, and political leaders will seek to
maximize votes subject to the constraints imposed upon them by the core
supporters of the party. This is quite in contrast to the median voter
theorem or other variants of the utility maximization model which simply
assume that politicians will maximize votes or seek a majority.

Second, the stronger the link between party and social class, the more
likely it is that strong national parties will emerge. These parties will mirror
the administrative structures of government with branches at the central,
regional, and local level. The higher the degree of congruence in party
structures at ditferent levels of society, the more likely 1t 15 that the local
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party branches are subject to control from, and will be loyal to, the central
party organizations. This loyalty may have two sources. One obvious source
is the ideological basis on which many parties are grounded, a basis which
is likely to be shared by political leaders at all levels.

More important, perhaps, is the fact that a strong party system in a
country may break the link between public (local) policy and electoral
success. In such a system there are few chances for an independent political
entrepreneur to be elected. Nomination from within the party is normally
a prerequisite to a seat in the local council. Nomination comes from party
recognition, which is usually the result of years of loyal party activity. The
individual politician therefore often owes more to the national party and
its platform than to his particular stand on issues and often he does not
even depend on the local party for his success at the polls. Election results
are more likely to be a function of the party at the national level. A
landslide in a national election may often have important consequences n
the next local election.

The importance of the success of the national party may lead to a heavy
orientation on the part of the local political leader towards the central party
for guidelines, and party program is likely to be a major frame of reference
with respect to decisions on local policies.® The relationship between parties
at the national and local level, and the distribution of power among these
parties at the two levels, are therefore likely to be a major determinant
of local policy-making. Party congruence, that is a party holding power
nationally as well as locally, is likely to lead to ‘reinforcement’ (Sharpe &
Newton 1984, 18): National policies towards local government are likely to
reflect the preferences of the local party, and the local party is likely to
implement those policies because the success of the party at the national
scene, as judged by the degree to which its policies are implemented, may
have important electoral consequences in the next local election.

The basic perspective inherent in the party model therefore contrasts
sharply with the assumptions of the community equilibrium model. The
former perceives of political leaders as willful implementors of certain
preferences, ideologies and policies which favor certain social classes. The
latter treats the local politicians as anonymous characters who — like the
invisible hand — see to it that public policies are in accordance with the
preferences of the community.

The Problem and the Context

Studies of the effect of socio-economics and politics are numerous. So are
the conclusions.® There is no doubt that the great variation in conclusions
about the importance of politics is due to differences in design, method-
ology, and techniques as much as it is grounded in substance. Therefore it
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is necessary to specify with great precision the problem studied here and
the space and time context in which it is studied.

The two models of local policy-making will be tested in an analysis of
changes in fiscal policies. More specifically the study intends to explain
changes in aggregate expenditures in Danish local (municipal) government
from 1982 to 1986.

Concerning the systemic context there are some structures which will tend
to favor the party model (in the sense of its relative explanatory power as
against the community equilibrium model). First, the local party system is
a reflection of the national system. At the local level two parties dominate,
the Agrarian or Liberal Party and the Social Democratic Party, both of
which had their origin in clearly demarcated social classes before and
around the turn of the century. They possess 77 per cent of the mayoral
positions with 50 to the former and 27 to the latter. The mayors in the
remaining municipalities belong to either the Conservative or the Radical
Liberal party, or to non-partisan lists which carry about 15 per cent of the
votes at local elections. So generally the party system is strong and the
parties are relatively coherent with branches at all levels of government.

Second, although two parties tend to dominate, we find in most juris-
dictions a multiparty system - the average number of parties or lists
represented being 5.2. This is not in accordance with one of the assumptions
of the community equilibrium model which — at least in the median voter
version — requires that two parties (or candidates) are competing for voters
(Rowley 1984, 105). It is therefore rather unlikely that the political parties
will play the role of the invisible hand.

The specific time period investigated may also entail a certain bias in
favor of the party model. It was a period with relatively clear and explicit
policies towards local governments implemented by the bourgeois coalition
government which took power in the fall of 1982. In the same period
ideologically based conflicts about the proper role of government in society
and about the possible remedies to stop the growth in the public sector
divided the political parties.

Finally, 1982-86 was a period of increasing fiscal pressure brought upon
local governments mainly because reductions in the general grants were a
major element in the fiscal policies of the bourgeois government. The
degree to which this pressure was being felt can be illustrated by the fact
that municipal governments with constant tax rates would have had to cut
their operating expenditures from 1982 to 19386 by almost 9 per cent (cf.
Mouritzen 1987a, Table 1). One study has shown that partisan differences
are more marked in times of increasing resource scarcity than in times of
abundant resources (Mouritzen 1985a). In the latter case politicians are
inclined to fight for their particular sectors or programs. It has also been
shown that the level of conflict in the municipal council increases with
increasing degrees of fiscal stress (Mouritzen 1985b).
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Conversely, there may also exist certain biases in this study favoring the
community equilibrium model. One important source of such bias is that
the analysis focuses only on changes in aggregate spending. It has often
been suggested that partisan differences have a tendency to manifest
themselves when spending is disaggregated into specific functions while
they tend to be hidden at higher levels of aggregation (Sharpe & Newton
1984, 12). On the whole, however, both with respect to the particular time
period and setting investigated, most is in favor of the party model of local
fiscal policy-making.

Does Policy Matter?

One of the assumptions of the party model is that very weak relationships
exist between local fiscal policies and the choices made by the voter at local
elections. Analyses have shown that fluctuations at local elections do in
fact correspond strongly with fluctuations at the national elections, although
the relationship is weaker than it used to be (Thomsen 1986).

The 1985 local election presents an ideal case for a study of this major
assumption of the party model. One of the most sensational results of that
election was that the People’s Socialist Party (PSP) increased its share of
the votes from 5.7 to 10.5 per cent. This success was undoubtedly the result
of national electoral swings but could perhaps also be attributed to local
policies during the previous election period. In fact, if there is a relation
between local fiscal policy-making and election results it ought to be found
at the 1985 election. The reason is two-fold.

First, the election period from 1981 to 1985 was marked by highly visible
and politically conflictual reductions in the grants to local governments
and - in many municipalities - subsequent reductions in services. Potentially
two parties could gain from these trends: the Social Democrats and the
PSP. The former, however, did hold power in many municipalities, and
could be held responsible for cut-back policies there. In many municipalities
there is a strong tradition for cooperation between the Social Democrats
and the bourgeois parties, in particular perhaps with respect to budgetary
issues. In contrast, the PSP usually had been in opposition on fiscal issues
and was by far the largest of the left-wing parties with seats in 95, or one
third, of all municipalities.

Second, the 1985 election is an exemplary case because it was the most
‘locally based’ election since the grand municipal reforms at the beginning
of the 1970s (Thomsen 1986, 294-297).
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In order to test the assumption of the party model about ‘nationally based’
local elections, a simple model with three core variables was estimated.
The result is depicted in Table 1.

Table 1. Fiscal Stress and Expenditures as Determinants of the Electoral Success of the
People’s Socialist Party 1981,

Beta Significance
P5P's share of votes 1981 =38 00
Fiscal stress 1982-86 16 07
Expenditure prowth 1982-86 A0 .26

R-squared = .34, N = 106, including only municipalities with PSP participation in both 1981
and 1985 elections,

It is evident from the Table that the dominating determinant of PSP
success® is the relative strength of that party after the 1981 election. The
stronger the party came out of that election the smaller the relative increase
in share of votes. This can be taken as an indication of a kind of upper
threshold of party support. The closer to that threshold the more difficult
it is for the party to increase its share of the vote, and the weaker the
fluctuations due to fluctuations in support for the party at the national
scene.

More important in the present context, however, are the two remaining
variables. The degree of fiscal stress is positively related to PSP-success.
This indicator is a composite measure which has nothing to do with local
fiscal policies — at least not in the short run.” It mainly reflects the seriousness
of the reductions in grants from the central (read bourgeois) government
and of the crises in the local private sector. These externally defined
conditions of fiscal policy-making seem to be correlated with the success of
the PSP: the more serious the fiscal crises the larger the increase in votes
for the People’s Socialist Party.

With respect to the growth in expenditures there is no significant effect
on the success of the People’s Socialist Party.® Real growth in operating
expenses from 1982 to 1986, which averaged 2 per cent, ranging from a low
of =11 to a high of 25 per cent, had no effect at all on people’s voting
behavior, at least not the votes cast for the PSP,

The analysis does not totally exclude the possibility of local policy effects -
cf. the 65 per cent of the variation not explained by the three core
factors — but is consonant with the party model of local policy-making which
predicted that electoral success is a function of national political swings
rather than local policies. The result is so much more convincing considering
the case which was potentially not in favor of the party model.
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Does Politics Matter?

According to the party model, local fiscal policy-making would reflect the
preferences of party members and supporters as well as the policies of the
national party. In particular, the likelihood that central government policies
towards local governments would be implemented is predicted to be depen-
dent on ‘congruence’ or identity between the party in power at the central
and local level.

The model has no predictive power without a knowledge of the pref-
erences of voters and politicians, and of the policies of central government.
These three elements fortunately coincide more or less.

In the fall of 1981, after the passage of the 1982 budget and after the
1981 local election, two surveys were conducted of representative samples
of citizens and the political elite. Several questions were posed concerning
spending preferences. For citizens as well as local political leaders there
are significant differences between the left and right. Bourgeois political
leaders and voters express spending preferences which are significantly
more moderate that those expressed by politicians and voters from the
socialist parties.” Also there was, on the part of bourgeois political leaders,
a tendency to perceive of the regulations by the central government (in
1981 a Social Democratic minority government) as a force pushing for
higher expenditures and a tendency for them to want less government
regulation (Mouritzen 1984).

The policies which have been followed quite consistently since 1982 by
the bourgeois government are very much in accordance with the wishes
expressed by bourgeois voters and local politicians in 1981. Via yearly
agreements with the associations of local authorities and/or legislative
action, mostly in the form of reductions in general grants, the government
has sought to bring expenditure growth in local government to a standstill.
Every year explicit goals have been established concerning expenditure
growth and other fiscal parameters. Except for the first year (where the
goal was to reduce local spending) the spending goal has always been zero
growth.

The relatively high degree of congruence between voters’ and politicians’
preferences and central government’s policies is indicative of a clear and
consistent frame of reference for the bourgeois fiscal decision-maker — if
the party model has any explanatory power. This frame of reference would
lead to fiscal policies that are significantly different in bourgeois and socialist
dominated municipalities — if the party model has any explanatory power.
Specifically, we can expect municipalities dominated by the bourgeois
parties to stick to the spending goals of the central government, while
municipalities dominated by the socialist parties would - in accordance
with the preferences of their voters — decide expansionary fiscal policies.
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The party model does not survive a first test. Real growth in operating
expenditures from 1982 to 1986 were 1.7 per cent in municipalities with a
Social Democratic mayor and 2.1 per cent in municipalities with a bourgeois
mayor. There is a significant negative relationship between strength of
socialist parties and real growth in operating expenditures (r = —.12).1°

The Community Equilibrium Model

The community equilibrium model treats local governments as single enti-
ties and fiscal policies as largely predetermined by external constraints.
The method of the community equilibrium model takes ‘the preferences of
political leaders as given and focuses attention upon changes in public
preferences and therefore the demands made upon resources available to
political leaders’. Therefore, fiscal policies ‘would be expected to vary with
changes in the constraint values of the conditions and external resource
constraints’ (Thompson & Williams 1979, 125).

Real growth in operating expenditures from 1982 through 1986 did vary
a great deal. The community equilibrium model would seek the reasons
for this variation in changes in demand and resources available. More
specifically the model would predict:

Hypothesis 1. The larger the ( positive) ‘gap’ between demand and actual
services at the start of the perind the larger the increase in spending.
Hypothesis 2. The Iargcr the increase in demand during the permd the

larger the increase in spending.
Hypothesis 3. The larger the increase in available resources, the larger the
increase in spending.

Table 2 reports the results of a test of these hypotheses (cf. the appendix
for technical details).

Table 2. Community Characteristics, Political Party and Changes in Local Spending 1982-86.

Beta Significance
Demand 1952 14 02
Change in expenditure needs A7 .01
Change in taxable income .28 0
[ncrease in unemployment -.14 A2
Loss of grants -.16 .01
Liquid asscts 1982 16 .00
Social Democratic Mayor 13 03

R-squared = .27, N = 273,
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The first hypothesis postulates that decision-makers will take into con-
sideration the existence and size of a possible gap between demand for and
supply of public services. The measure ‘Demand 1982’ is based on a survey
of citizens’ spending preferences in the late fall of 1981 (referred to earlier).
As the data are only available in a national sample it has been necessary
to build a simple simulation model based on policy characteristics of
the individual municipalities (described in the appendix). The positive
coefficient assigned to ‘Demand 1982’ is supportive of the first hypothesis:
The higher the demand for spending in the community in 1982, the larger
the increase in public spending from 1982 to 1986.'

The second prediction is also supported. Change in expenditures cor-
responds to changes in expenditure needs. Conventional economic theory
teaches that demand increases with rising income. Therefore taxable
income may be interpreted as ‘demand’ indicator. The best predictor of
changes in municipal spending is in fact changes in taxable income. Finally,
expenditures increase with decreasing unemployment. This may seem a
bit odd, but in some areas demand clearly does rise with decreasing
unemployment, notably for day care institutions where there is a close link
between the employment situation of a family and the need for day care.'?

According to the third hypothesis spending would increase with increas-
ing resources. The two variables, loss of grants (from 1982 through 1986)
and liquid assets 1982, measure the resource constraint imposed upon a
municipality. Liquid assets obviously indicate the amount of resources
which can be used in times of fiscal crises without visible and immediate
effect on the tax payers’ real income. Both resource constraint indicators
affect local spending in the expected direction: The larger the increase in
grant (or in reality the smaller the decrease) and the better the financial
situation in 1982 the larger the increase in operating expenditures.

The test in Table 2 is really a test of a hybrid model, as it contains
elements from the community equilibrium model and the party model of
fiscal policy-making. The coefficient attached to the remaining variable,
‘Social Democratic Mayor’, shows that political party does matter on the
margin. When the external conditions imposed upon political leaders are
held constant, the preferences and policies for which these leaders and
their party stand do have an effect on their decisions. The effect is in
the expected direction, i.e. Social Democratic municipalities do — ceteris
paribus — increase expenditures faster than bourgeois municipalities.

Conclusions

The result of this study is very similar to other studies of local fiscal policy-
making. In contrast to most popular beliefs and classical political science,
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politics does not matter very much. The preferences, policies and platforms
of political parties and the wishes of party followers only have a marginal
effect on public budgets. The community equilibrium models which on
the other hand rest on highly doubtful assumptions have considerable
explanatory strength in comparison with the party model. As most other
studies have proven, these assumptions, which are perhaps best described
as ‘useful fictions’, do lead to rather strong predictions of the behavior of
local government,

What distinguishes this study from most other studies is the case being
investigated. For a number of reasons it discriminates against the com-
munity equilibrium model, i.e. it was biased in favor of the party model of
policy-making. It was shown that the context of fiscal policy-making was
one marked by strong, national parties and that local budgetary policies
did not have electoral consequences. Therefore the study lends considerable
weight to the findings of mainstream budgetary literature which under less
extreme circumstances also tends to discredit the importance of the political
party.

The methodology applied in a simple and straightforward way rejected
the party model of fiscal policy-making. The prediction which follows from
the model and which is based on a relatively precise knowledge of the
preference of voters, political leaders and of the policies of the bourgeois
government, is simply not true. All the predictions made by the community
equilibrium model were found to be true. The final hybrid model, however,
can be taken as an indication that the two models are not necessarily
competing. The community equilibrium perspective seems to be the most
fruitful with respect to the explanation of fiscal behavior, but at the margins
the party in power did have a significant effect on budgetary decisions.
Political leaders listen to public preferences but are able to pursue their
own interests and preferences up to the limits of the constraints imposed
by the public. In other words, local politicians are more loyal to the local
constituency than to the party.

Appendix

Most of the data used have been collected as part of the project on ‘Central
control, local communities and local politics’ which was carried out between
1980 and 1985 with support from the Danish Social Science Research
Council and the Municipal VAT-Fund.

The fiscal stress measure used in Table 1 is calculated as the percentage
by which operating expenditures (in fixed prices) would cut if (1) capital
expenditures are kept constant, (2) tax rates are kept constant and (3)
liquid assets are not used or built up. The measure therefore mainly reflects
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10. Significant at the .05 level. Strength of socialist parties is measured as share of seats
belonging to the Social Democrats and parties to the left of that party.

11. A similar relationship is reported by Madsen 1984, 132 ff. on primary schools, of. also
the concept of *fiscal feedback’ introduced by Clarke & Ferguson 1983, 352,

12. The effect of this may thus be stronger than the rising needs which in some areas are
clearly produced by unemployment { for instance social cash benefits for uninsured).
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changes in taxable income, general grants and the extent of deficit financing
in 1982.

In Table 2 ‘Demand 1982 is calculated by means of the coefficients
revealed in an analysis of citizens’ spending preferences (cf. Mouritzen
1987b). In this analysis about 20 factors were found to affect the preferences
for aggregate spending of individual citizens, some individual charac-
teristics, other community characteristics. At this point I have not had
access to data which would allow for a comprehensive simulation of the
preferences of citizens in every municipality. Instead two policy measures
were used, service level in 1982 and level of taxation in 1982, both of which
had significant effect on the spending dispositions of citizens. Both variables
were standardized and weighted with the beta-scores found in the analvsis
of individuals’ preferences.

Change in expenditure neceds (Table 2) is measured as needs in 1986
divided by needs in 1982. In the assessment of needs the age categories
and corresponding weights from the formula for distribution of grants to
the municipalities were used.

Loss of grant is calculated as change in grant from 1982 to 1986 divided
by tax base. In other words change in grants shows how much a municipality
would have to raise its rate of taxation in order to replace completely the
loss of grants.

The model in Table 2 was carefully examined for multicollinearity. The
correlations between the independent variables as well as the tolerance
levels revealed at each step of the regression clearly showed that multi-
collinearity is not a serious problem. The final model was evaluated by
means of a probit plot which showed that the residuals were normally
distributed.

NOTES
1. For reviews and critique see Gramlich 1977; Fried 1976, Rakoff & Schafer 1970; Incab
& Lipsky 1968; Skovsgaard et al. 1977; Thompson & Williams 1979; Downs & Larkey
1979; Sharpe & Newton 1984,

2. One recent, excellent study done within this perspective is Peterson 19581,

3. For reviews and discussions see Rowley 1984; Romer & Rosenthal 1979; Kristensen
1982,

4. Cf. Mouritzen 1983 and Gyford 1980 who distinguishes different degrees of intensity

of the relations between central and local parties.

Cf. the references in Note 1, in particular Sharpe & Newton 1984,

Success is measured as relative change in share of votes from 1981 to 1985 (= share

B3/share 81).

The indicator is described in detail in the appendix.

The correlations between the independent variables do not result in serious multi-

collinearity problems. Highest coefficient is between fiscal stress and expenditure

growth (r= —.42).

o, On political leaders see Mouritzen 1985a, 100 On the preferences of voters cf,
Mouritzen 1987k, In both cases party affiliation is a major determinant of spending
preferences after control for 3 variables.

me s
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10. Significant at the .05 level. Strength of socialist parties is measured as share of seats
belonging to the Social Democrats and parties to the left of that party.

11. A similar relationship is reported by Madsen 1984, 132 ff. on primary schools, of. also
the concept of *fiscal feedback’ introduced by Clarke & Ferguson 1983, 352,

12. The effect of this may thus be stronger than the rising needs which in some areas are
clearly produced by unemployment { for instance social cash benefits for uninsured).
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