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Abstract

Electoral reforms continue to be a highly debated topic in many democracies. However,
although great progress has been made in recent years, our knowledge of the effects of var-
ious institutional specifications remain unsatisfactory. Importantly, there is a lacuna to be
bridged with regards to our knowledge of the specific causal mechanisms through which
electoral systems influence levels of corruption. This paper contributes to the literature
by utilising a rare natural experiment in small French municipalities. It uses a regression
discontinuity design and examines the effect of closed- and open-list ballots in local elec-
tions on the probability of corruption in municipal councils in France. Municipalities with
populations equal to or larger than 3,500 are required to use a closed-list proportional-
representation (PR) system, while municipalities with less than 3,500 inhabitants are pre-
scribed an open-list plurality system. I take advantage of this population threshold to test
the theoretical prediction made by Persson and Tabellini (2000) that voting for a closed lists
rather than an open list should attenuate incumbents’ incentives to signal competence and
so increase rent extraction relative to open-list elections. The results of the analysis suggest
that closed-list elections cause the probability that local politicians are convicted of corrup-
tion to rise markedly. The finding might have implications for the cost-benefit calculation

of those seeking to reform local elections.
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1 Introduction

Corruption is not only a significant issue in the developing world. On the contrary, the cost of
corruption in the EU, for instance, is estimated to lie between €179 and €990 billion annually
(Hafner et al., 2016). Hence, learning more about the causes of corruption in these developed
countries is potentially highly beneficial.

One of the factors that have been identified as an important determinant of corruption is po-
litical institutions. Yet, although empirical research abound, our understanding of which causal
mechanisms play important roles remains poor. A recurring issue is the difficulty of isolating
the causal effects of particular institutions. However, recently, a promising strand of research
has emerged that tests model predictions by utilizing natural experiments that occur at sub-

national levels where institutional rules are often arbitrarily set and more frequently changed.

This study aims to contribute to this strand of research. It focuses on political corruption and
asks whether different electoral rules are more or less successful in stifling political corruption
by holding incumbent politicians accountable at the polls. More specifically, it empirically tests
the relationship between ballot-structure and corruption using a natural experiment in France.
French law stipulates that municipalities with 3,500 inhabitants or more must use a proportional
closed-list system, while municipalities with less than 3,500 inhabitants must use a block vote
open-list system. Utilizing this exogenous and arbitrary population threshold, I use a regression
discontinuity design (RDD) to identify the causal effect of going from open to closed lists in
small French municipalities. The dependent variable is an objective corruption measure based
on reported cases of corruption in France.

I find evidence that municipalities with closed-list elections have a markedly higher proba-
bility of corruption than they would have had, had they held open-list elections. The finding is
consistent with empirical findings elsewhere and theoretical predictions. However, other insti-
tutional rules also change at the threshold. While it is impossible to control for these directly,
robustness checks indicate that the estimated effect is not caused by another policy-change.

In the following sections, I review the current literature and present the theoretical frame-

work that links corruption to ballot structure, before turning to the empirical investigation.



2 Literature Review

How do political institutions affect corruption? While this question has been of academic in-
vestigation for a while, only more recently have the effects of electoral rules been explicitly
linked with corruption, and many questions still remain unanswered. This section reviews a
selection of this literature. Following a quick summary of early research on corruption, I first
look at the major cross-country studies linking the electoral rules and corruption literatures. I
then highlight important limitations of previous studies. Finally, I discuss studies using natu-
ral experiments to identify causal mechanisms through which institutional features might affect

corruption.

Due to the elusive nature of corruption and thus lack of data, early corruption literature was
mainly theoretical (see, e.g. Huntington, 1968/2006). However, in response to multinational
companies’ growing reliability on information about corruption internationally, various con-
sulting firms developed multiple corruption indices. Most popular are those published by Inter-
national Country Risk Guide and Business International, the World Bank Institute, and Trans-
parency International’s (TI) Corruption Perception Index (CPI). These have transformed the
study of corruption by enabling empirical investigations of causes of corruption, and since the
late 1990s, a vast literature has emerged correlating corruption indices with historical and insti-
tutional factors.

Initially, most research focused on cultural, religious, and historical factors. The main
lessons from these studies are that corruption is robustly correlated with income (Mauro, 1995;
Knack & Keefer, 1995; Ades & Di Tella, 1999; La Porta, Lopez-de-Silanes, Shleifer, & Vishny,
1999; Treisman, 2000), and that perceived corruption is lower in established, developed democ-
racies with a free press, high openness to trade, and more gender equality in politics (Ades &
Di Tella, 1999; Dollar, Fisman, & Gatti, 2001; Swamy, Knack, Lee, & Azfar, 2001; Treis-
man, 2000; Brunetti & Weder, 2003; Djankov, McLiesh, Nenova, & Shleifer, 2003; Treisman,
2007). Additionally, corruption is higher in countries that have intrusive business regulations
or economies that rely heavily on fuel export (Ades & Di Tella, 1999; La Porta et al., 1999;

Treisman, 2007). Although interesting for many reasons, these observations are purely correla-
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tional and (with the exception of female participation) of limited policy interest as they identify
variables largely out of societies’ control.

As the incidence of corruption varies substantially among countries with similar socioeco-
nomic characteristics, political institutions have naturally always occupied a central position in
the corruption literature. For instance, Gerring and Thacker (2004) look at the effect of uni-
tarism and parliamentarism on corruption and conclude that unitary parliamentary states have
less corruption, and Fisman and Gatti (2002) find a negative association between fiscal decen-
tralization and corruption. Treisman (2000) investigated the relationship between democracy
and corruption. Yet, although the role of specific political accountability mechanisms have been
extensively theoretically discussed in this context (e.g. Fackler & Lin, 1995; Linz & Stepan,
1996; Bailey & Valenzuela, 1997; Persson, Roland, & Tabellini, 1997; Rose-Ackerman, 1999;
Besley, 20006), it has only received cursory empirical treatment. It is to these studies, bridging

the literature on electoral rules and corruption, I now turn.

Persson, Tabellini, and Trebbi (2003) empirically test three arguments, developed by Myerson
(1993); Persson, Roland, and Tabellini (2000); Persson and Tabellini (1998), respectively: (1)
larger district magnitude and lower thresholds for representation generate more political com-
petition and thus less corruption; (2) a larger fraction of representatives elected on an open-
rather than closed-list ballot generates a stronger link of accountability and thus less corruption;
and (3) relative to PR in large districts, plurality rule in small districts are associated with less
corruption. They find that switching from a party list PR system to a system where all candi-
dates are elected by plurality as individuals, reduce perceptions of corruption. Moreover, they
argue that although electoral system has observable partial effects on corruption, the total effect
of changing from one electoral system to another is zero. The reason is that institutions that
usually come together have opposite effects on corruption: open-list elections usually go with
smaller districts, which they argue raise entry-barriers for competitors and therefore corruption,
so the net effect is zero.

Covering similar ground, Kunicova and Rose-Ackerman (2005) investigate the relationship

between corruption, electoral formula, and ballot structure. Although agreeing with Persson et
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al. (2003) that closed-list ballot structure raises corruption, concerning district magnitude they
argue that although entry-barriers are higher in small districts, political opponents’ incentives
to monitor each other are stronger. They find that countries with PR, federalism and presiden-
tialism have higher corruption. This contradicts Persson et al. (2003) who report that electoral
rules alone have no influence on corruption levels, and Persson and Tabellini (2003), who argue
that presidentialist systems should be less corrupt.

Another major study finds that more years under democratic rule lowers corruption, and that
transitioning from parliamentarism to presidentialism increases the probability of having high
levels of corruption (Lederman, Loayza, & Soares, 2005). However, freedom of press, com-
mon law, and openness to trade are not statistically significant when institutional covariates are
controlled for. The authors argue that political institutions themselves determine these factors
so that these institutions have no independent effect. The study seemingly provides evidence
that some correlations noticed in the early literature might be driven by underlying political

institutions, which might play an even larger role than initially imagined.

Some key conclusions to draw from this literature are that, firstly, political institutions matter,
and secondly, there is no consensus about the causal mechanisms accounting for the observed
associations, nor about the overall effects of different electoral formulas and ballot structures.

Although providing important lessons, the literature reviewed above generally suffers from
some serious shortcomings that raise questions about the credibility of their findings altogether.
I highlight the two most severe: (1) omitted variables and sample selection bias, and (2) prob-
lems associated with the corruption perception indices.

(1) The inability of multiple regression on cross-country data to account for the full set of
institutional configurations that determine corruption, has meant that causal identification has
been impossible and findings less practically interesting. Furthermore, another limitation is that
cross-national studies often suffered from data shortages that may lead to sample bias: in some
regressions, La Porta et al. (1999), Treisman (2000), and Persson et al. (2003) use as few as 47,
81, 80 and often fewer observations, respectively.

(2) Another problem is that the dependent variable has been perceived rather than actual
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experienced corruption. Worryingly, the subjective measure of corruption that is based on the
perception of businessmen and citizens is the measure that actually corroborate the commonly
held hypotheses; once objective measures are used, most of the associations disappear (Treis-
man, 2007). This is worrying since perceptions are inherently unreliable. No empirical evidence
robustly links experts’ opinions about corruption with experienced levels of corruption. Quite
to the contrary, Razafindrakoto and Roubaud (2005) find that there is no statistically significant
correlation between expert judgement of corruption and the extent to which the general popu-
lation actually experience corruption (the coefficient is even negative). However, they do find
that the experts’ opinions were correlated with the corruption ratings of Kaufmann, Kraay, and
Zoido-Lobaton (1999). Might TI’s CPI provide a better proxy, since it only includes countries
for which at least one survey based on the population is available, as claimed by Lipset and
Lenz (2000)? It seems not. Abramo (2008) finds that the general public are likely to be as poor
at judging actual corruption as experts are: the public’s judgements about the pervasiveness of
corruption correlates with the World Bank’s index but not their household’s experience with
corruption.

Furthermore, it is questionable whether measurements can meaningfully be compared across
countries. The sources of the frequently used indices change over time and across countries
(Knack, 2007), and it is tough to define corruption in the abstract (Tanzi, 1998). Thus, not only
might there be problems relating to different surveys using different implicit definitions of cor-
ruption for different purposes (e.g., the ICRG treats corruption primarily as a threat to foreign
investment while the World Development Report treats corruption as an obstacle to business in
general) ‘corruption’ might be an inherently culture conditional concept (e.g. Johnston, 1986).

Finally, some studies and indices weigh correlated sources more, assuming that agreement
indicates accuracy. Yet, these weighing schemes may exacerbate measurement error as the
agreement may result from experts consulting each other and relying on the same information.

All these considerations make the cross-national empirical literature dubious. Albeit, one
would have to be an obstinate sceptic to dismiss all the conclusions reached in the literature
above. The findings are probably best viewed as interesting correlations that draw an informa-

tive picture of what corrupt and non-corrupt countries look like. The findings so far are essen-
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tially reduced-form econometric results demonstrating that there exist systematic associations
consistent with underlying theoretical predictions. As stated by Kunicovd and Rose-Ackerman
(2005), the natural next step is to explore empirically the underlying causal mechanisms to de-

cide between conflicting causal stories.

A more recent study by Ferraz and Finan (2011) has been a step in that direction. They use
audit reports in Brazil and an RDD to identify the effect of term-limits on corruption. They
compare municipalities in which the mayor barely won or barely lost elections. Effective term
limit is among these politicians as-good-as randomly distributed. They find that corruption is
higher among politicians that do not face re-election. Although their research explicitly tests
the model developed by Besley (2006), it is an encouraging observation for other theories that
suggest that politicians consider the electoral rules and make strategic choices that determine
levels of corruption.

In addition to using a natural experiment, by using an objective measure of corruption, many
of the concerns raised in the previous paragraphs are settled. While there are studies that utilize
objective data to identify the causes and effects of rent-seeking and corruption (e.g. Fisman,
2001; Duggan & Levitt, 2002; Svensson, 2003; Di Tella & Schargrodsky, 2003; Reinikka &
Svensson, 2004; Fisman & Wei, 2004; Olken, 2007; Vicente, 2010) such studies investigating

the effect of democratic institutions on corruption are scant.

In sum, although previous literature provides interesting correlational insights into the nature
of corruption, there is a gap to be filled with regards to which causal mechanisms produce the
observed outcomes. Hence, the future of this literature consists in accruing more narrow and
well-identified analyses from various different contexts to draw a more comprehensive picture
of the causal determinants of rent-seeking. A first step has been taken by Ferraz and Finan
(2011), and it is as a continuation of this research agenda that the current study positions itself.

As will be detailed in ensuing sections, this study exploits a natural experiment in small
French municipalities that has made it possible to analyse the causal effect of closed- versus

open-list ballots on corruption. An exogenously set rule stipulates that municipalities below



a certain population threshold must use en open-list majoritarian system while those above
must use a closed-list PR system. Comparing observations just below and above this arbitrary
threshold, the present study aims to discern the causal effect of closed- versus open-list ballots
on rent-seeking behaviour by elected politicians. In the next section, I present the theoretical

framework that will be used to interpret the empirical findings.

3 Theoretical Framework

To inform the interpretation of the empirical findings, I utilize the simple career-concern model
of Persson and Tabellini (2000), but modified slightly to fit the current single-district case. The
model focuses on elections as a means for voters to select the most competent politicians, and
correspondingly incumbency as a means for politicians to signal competence. The model is
specified as follows.

There are two periods. Assume that taxes are fixed at T and that the government budget
must be balanced in the two periods. Throughout this exposition, I assume that there are 3
incumbents, J = {1,2,3}. Moreover, suppose that J also corresponds to a given policy area and
that there are J groups of voters (for simplicity, each group is equally large) that vote based on
g/. Persson and Tabellini (2000) imagines that there are J localities where voters in locality
J care only about public goods local to J. However, in the local context, it is equally likely
that there are different types of voters that vote on the basis of different things. Voters form

preferences over candidates as follows:

w) =y(1-1)+ag/ (1)

where o@ > 1 is an exogenous parameter, g; denotes the public good provided by incumbent J
at time ¢ (where dw,/dg, is a constant), and y denotes income. Hence, voters judge politicians
only according to how much income they can keep and how much public goods the politician
provides. A separate budget constraint applies to each politician and in each period. Each

politician chooses how to allocate tax revenues between public goods and rents for themselves.
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The amount of public goods provided by politician J is given by

gl =n'(#' -7 )

The parameter 1)’ denotes politician J’s competence and r; denotes rents extracted by politician
J. For all politicians, 17 is randomly distributed over [1 —1/2&,1+ 1/2€] (so that, E[n’] = 1
and its density is £). Every politician has the same competence, 1’ across periods. Rents must
be non-negative and less than or equal to 7, which must be less than Ty to ensure (as will become
evident) that voters have an incentive to vote for the most competent politicians. Assume that 7

is the same for all incumbents.

The incumbent politicians’ period 1 objective is

vy =r{+pBR+1) 3)

where 0 < 8 < 1 is a discount factor and py is the probability that the incumbent is re-elected.
The quantity r; denotes rents appropriated in period ¢, and R denotes the exogenous rents from
holding office. The timing of this game is as follows. All incumbent politicians in office in
period 1 simultaneously choose rents for that period, r1’ , without knowing their competence,
n’. After rents are determined, the values of 1’ are realised and public good provisions, g{, are
residually determined to satisfy the budget constraint. Voters then observe their own utility, but
neither rll nor nJ . After voters have observed their utility, elections are held. If an incumbent
wins, his competence remains 1)7. If he loses, an opponent is elected with competence drawn
at random from the same distribution distribution of nJ described above. Lastly, the elected
politicians set period 2 rents, ré , and public goods are residually determined again to satisfy the

budget constraint.
The sub-game perfect Nash equilibrium of this game requires that each politician behave opti-

mally in each period, given the decision rule of the voters. As the game ends in period 2, period

2 politicians have no incentives to behave in the interest of the voters; that is, they always ap-

10
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propriate maximum rents, r2’ = 7, which implies public spending at gé =n'(Ty —F) for all J.
Since, by assumption Ty — 7 # 0, voters are better off with more competent politicians. Hence,
they use the elections to reappoint competent politicians and remove incompetent ones from
office, taking into account their observed utility in period 1 and knowing that the opponent’s

expected value at the elections is E[n’] = 1.

The period 2 sub-game Nash equilibrium is trivial. However, period 1 equilibrium behaviour
yields interesting insights into how ballot structure influences how the incumbents’ actions in-
fluence the probability of victory and consequently equilibrium rents. First, consider the open-

list set-up.

Since each candidate is held accountable individually, the voters consider each candidate sepa-
rately. Voters may allocate 3 votes and for each incumbent judges whether it is best to re-elect
the incumbent or elect a challenger. Consider the equilibrium behaviour from the perspective
of one of the candidates.

At the time of the election, voters know that the incumbent maximizes v; = rf + piB(R+
rg) The rent extraction of politician J is thus associated with specific public goods provided
by J. Let 7} denote the solution to the incumbent’s optimisation problem in period 1, 7‘1’ =
Ty — EB(R+F). At the time of the election, voters know g{ and 7 and, knowing &, B, R, and F,

can compute 717. Hence, from g/ = n’/(Ty —r/),

J
=] 8]
4
U )

where 7}’ is the voters’ estimate of incumbent J’s competence. Since voters are better off with
a more competent politician, they vote for each candidate J if and only if 7’ > E[n’] = 1. This
means that 5; = 1 if and only if 7’ > 1 and 0 otherwise.

From the perspective of the incumbent, since he does not know his own competence, his
probability of re-election, py, is given by Pr(p; = 1) = Pr(f}’ > 1). Knowing this and knowing

that g{ is residually determined from the government budget constraint, the incumbent chooses

11
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r{. In equilibrium, 7}’ = n’, so plugging 2 into 4, we have

which, since we have that the event ﬁJ > 1, entails that
Pr(p;=1)=Pr sy oA
PJ = — n = fy— 7‘{

Under our assumption that the distribution of 1’ is uniform, the incumbents objective is to

choose rl] such that,

1 Ty — i’
max vy =r] +p;B(R+7), st.py=-+E&|1— _y :
2 Ty — rl’
The resulting first-order condition is
vy §(ty—r’)
=1 - R+7)=0
dri (Ty—r{)? BiE+7)
In equilibrium, 7 = r{, hence solving for r{, we have
rl =7 —EB(RHF) for all J
and total rents r; =), r{ under majoritarian elections are given by
r1=3T—3EB(R+7) 3)

Next, consider closed-list elections. Suppose all three incumbents belong to the same list. The
order of candidates on the party list corresponds to the number of their policy-areas. Voters
either vote for the incumbents’ list or the opposition’s list. Assume for simplicity that the elec-
toral system is perfectly proportional. In this set-up, voters of type J vote for incumbent J’s

list if the incumbent setting policy in area J performed well in period 1, in the sense that voters

12
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infer that ﬁJ > 1. If the incumbent’s inferred competence is lower than 1, however, voters vote

for the challenger. Thus, voters’ optimal behaviour has not changed from the open-list scenario.

The incumbents’ behaviour does change, however. In the closed-list scenario, re-election is
not purely reliant on the incumbent’s receiving the blessing of his supporters. The re-election
chances of one incumbent are now also partially determined by the electoral support of his party
colleagues. In equilibrium, each incumbent has a 50 percent chance of pleasing his voters,
so that p_; = 1/2, where —J denotes all other incumbents except for the one from whose

perspective we take, J*. Hence, we can write p} as

% 1 3
Pl =p1[(1=p2)(1 = p3)] + [p2p3+ p3(1 — p2) + p2(1 — p3)] =pigty
% 1 1
P> =p2[p1(1—p3)+p3(1—p1)]+ pip3 = P25 +4_1
. 1
P3 = DP1p2p3 = P3Z1

In words, the first incumbent, since he ranks the highest on the list, needs only 1/3 of the voters
to vote for his list and therefore only that at least one of his party colleagues is competent, to
be re-elected. This means that, from his perspective, only in 1 election out of 4 is his own
performance pivotal for his own re-election. The second ranking incumbent needs either that
both of his colleagues are perceived as competent or that one of his colleagues are so perceived
and that he himself is so perceived to win. Hence, sometimes his perceived competence does
not matter because both his colleagues are perceived as competent, and sometimes his perceived
competence does not matter because neither of his colleagues are perceived as competent. For
incumbent number 3, re-election prospects are even bleaker. Only when both colleagues are
perceived as competent and he himself is perceived as competent will he be re-elected. Thus,
in 3 in 4 elections, he loses anyway so that his own efforts to seem competent are in vain.

In sum, the highest ranking incumbent free-rides on the effort of his colleagues and so
has weak incentives to appear competent; the lowest ranking incumbent has a low probability
of being re-elected anyway and so has weak incentives to appear competent; and the middle

ranking incumbent has stronger incentives than his colleagues to appear competent, but they are

13



still weaker than under majoritarian election.
Repeating the analysis of optimal period 1 rents but with closed-list ballots, yields that total
period 1 rents are given by

ri=3T—EB(R+7) (6)

Comparing 6 and 5 it is evident that, in equilibrium, total period 1 rents are higher under closed-
list elections. In open-list elections, a candidate can guarantee his re-election by satisfying his
voters. In closed-list elections, however, re-election is partially determined by party colleagues
and so there are incentives to rely on good luck and extract higher rents.

In sum, because politicians depend less on appearing competent to be re-elected, the risk
of corruption should be higher in closed-list than open-list elections. Thus, one can formulate
a research hypothesis: Everything else equal, rent-seeking should be higher in municipalities

holding closed-list elections than in municipalities holding open-list elections.

4 Municipal Elections and Political Corruption in France

French local governments have important responsibilities. Municipalities manage local devel-
opment, build and maintain libraries, museums, and sports and tourist facilities; are in charge
of pre-elementary and elementary schools, maintain roads and local public order through the
police power of the mayor, and implements some social welfare functions (Loughlin, 2007;
Arkwright et al., 2018). Municipalities are governed by the municipal council, which elects a
mayor among its members. Normally, elections are held every sixth year. The four previous
elections were held in 2014, 2008, 2001, and 1995.

Between 1982 and 2013, France’s Code Electoral stipulated that municipalities with less
than 3,500 inhabitants use a two-round block vote system with panachage. The threshold was
changed to 1,000 in 2013. The system works as follows. If the municipality has n municipal
council seats, voters can vote for up to n different candidates. In the first round, candidates are
elected if they obtain an absolute majority and at least 25 percent of registered voters voted for
them. In the second round, the n highest vote-getters receive seats. Voters can vote for any

combination of candidates regardless of list. Thus, although candidates often run as groups, the

14
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ballots represent candidate-level preferences.

Contrarily, municipalities with 3,500 inhabitants or more use a two-round, closed-list PR
system with a 50 percent winner’s bonus. Presented with lists, voters may vote for one only.
If one list receives more than 50 percent of votes, that party receives half the seats and the re-
maining seats are allocated proportionally between the qualified lists — including the winning
list. If no one party receives more than 50 percent of the votes, a second round ensues where
the list with the most votes is awarded half of the seats while the remaining seats are distributed
proportionally among all of the qualified lists — again, including the winning list. With regards
to ballot structure, the important point is that voters are allowed to express list-level, but not
candidate-level, preferences, and the Code stipulates that seats are allocated to candidates ac-

cording to their ranking on their list (“Code Electoral - Article L2647, 1983).

While praised for combining minority representation and effective government (e.g. by Allies,
1995), the system has its critics. The electoral system and the practice of holding multiple
offices (the system of cumul des mandats) have been blamed for enabling political corruption
(Mény, 1992). Mény (1992) argues that, in local elections in municipalities with 3,500 inhab-
itants or more, due to weakly organized parties, parliamentarism is reversed so that the mayor
co-opts the council rather than vice versa. This means that the mayor’s party colleagues at the
council are effectively discretionary selected lacqueys who will do the bidding of the mayor
in return for favours and rewards. Making matters worse, the requirements of transparency
towards the council on the part of the mayors executive team are arguably too lenient. For in-
stance, the mayor may authorize the demolition of buildings or allocate building permits without
the council knowing until the projects have commenced. Amplifying the discretionary powers
of the executive, the largest party is often without real opposition. The 50 percent winner’s
bonus means that minority parties have very limited powers to meaningfully influence policy.
In conclusion, it is a widespread opinion among observers of the French electoral system that
the closed-lists PR system presents ample opportunities for abuse of power.

Given these observations and the fact that France has almost 1 elected local politician per

100 citizens according to the data used in this study, it is perhaps unsurprising that more than
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40 percent of all French corruption cases involve local politicians. While the cost of corrup-
tion is impossible to estimate precisely, some speculate that corruption costs the French €30
billion annually (Lenglet & Touly, 2013) — it is not unrealistic to suppose that a significant
proportion of this cost is due to political corruption at local levels. Common types of corruption
are favoritism, accepting bribes and embezzlement. Generally, the most recurring crimes com-
mitted are highly visible abuses of power such as awarding contracts or selling and regulating
properties for personal gain or the enrichment of friends and family.

Nevertheless, the fight against corruption has not become a political priority, and, while
legal systems are in place, the law is poorly enforced (Phélippeau, Bastard, Lalevée, Le Berre,
& Belle, 2011). Due to these adverse incentives that operate within local governments, an
important way to constrain local corruption would presumably be through the ballot box. The
efficiency of this constraint, as argued in section 3, depends on the precise ballot structure which

changes above and below the 3,500 population threshold.

5 Data

To date, there exists no public database of corruption convictions in France. However, TI’s
French branch has created a database listing cases where individuals or organizations have been
convicted of corruption by the French courts. Their sources of information have been national
and regional newspapers, and the Internet sites of newspapers, radio, and television stations.
They have also utilized the work of Pascot and Riou Harchaoui (2014) to enrich their data.
Moreover, the information was cross-checked wherever possible, using multiple articles for the
same case. The result is a detailed dataset documenting 763 corruption cases between 1995-
2013. The dataset includes information about the parties involved, the crimes committed, the
punishments’ severity, the politicians’ municipality and department, the date of the crimes, and
the date of sentencing. This information made it possible to filter out the cases that involved
mayors or municipal councillors and locate the case in time and space.

Appealingly, this data provides an objective measure of corruption. As argued in section 2,
perceptions of corruption is an unreliable proxy for actual corruption. Moreover, by allowing

the French judicial system to decide what constitutes corruption, the measure is comparable
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5 DATA

across treatment and control groups.

Yet, the obvious shortcoming is that the data almost definitely only covers the tip of the
iceberg. Although sub-optimal for my purposes, this limitation might not be that severe. The
main reason is that the type of corruption that most likely escapes media attention, or prose-
cution altogether, are the less visible types of corruption, as these are less likely sensitive to
electoral incentives. Ferraz and Finan (2011) test this argument in the context of term limits
and find that, indeed, re-election incentives only affect visible forms of corruption, but not in-
visible corruption nor corruption that does not affect voters’ welfare. Thus, the proportion of
corruption cases covered in the subset that feature in voters’ utility functions (and thus mat-
ter for electoral outcomes) is likely to be significantly higher than the proportion of corruption
cases covered overall. Another reason the data limitations might be mitigated is that the un-
usually high number of observations (France’s more than 36,000 municipalities, more than the
old EU15 combined) will mean that even small effect sizes may be detected. Thus, although
the absolute values of the probability of corruption (and so also the absolute value of the effect)
will be small, the risk of a type II error is smaller than what the data-shortage would indicate.

Population, income, profession, and immigration data are provided by Institut national de la
statistique et des études économiques (INSEE). An important benefit of using INSEE’s popula-
tion data is that INSEE also determines whether a municipality is above or below the population
threshold. Thus, the risk that population counts are inaccurate is mitigated. Used as a proxy
for religious affiliation, data on the existence of an active protestant community is provided by
L’Observatoire du patrimoine religieux. The presence of an active protestant community is ad-
mittedly a rather crude measure and the dataset is somewhat incomplete — religious buildings
in all departments are enumerated except for Moselle, Haute-Saone, Doubus, and Loire, which
are currently being enumerated. However, due to French law prohibiting the collection of de-

tailed data on ethnicity and religion, this data must suffice.

With regards to coding the variables, due to the number of subjects in this study (the 36,000

municipalities) and the relatively low number of corruption cases (no small- or medium-sized

municipality ever experienced more than one corruption case in the duration of one electoral
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cycle) the most natural way to code the dependent variable is as a dummy variable that takes
on the value of 1 if the municipality has experienced corruption during electoral cycle 7, and 0
otherwise. Thus, I define the outcome of interest as the probability of visible corruption. While
this data is far from as detailed as that of for instance Ferraz and Finan (2011) and so will no
allow me to explore more deeply the character of corruption in France, it suffices for the purpose
of testing my research hypothesis.

I divide the data into 3 periods: 1995-2001, 2002-2008, 2008-2013, corresponding to the
municipal election cycles. If a municipality experienced corruption at any time during an elec-
toral cycle, the variable corruption is coded 1 for that municipality in that electoral cycle. For
each electoral cycle, I record the population at the year of the election at the end of the cycle.
The reasoning behind this is that during that election cycle, politicians form expectations about
how they will be held accountable at the next election and act accordingly. It is likely that lo-
cal politicians have quite accurate information about whether they will be held collectively or
individually accountable in the upcoming election during their time in office. Whenever pos-
sible, the other covariates are from the same years as the population data, but if not, they are
as temporally proximate as possible — erring on the side of staying within the same electoral
cycle.

As mentioned, the population threshold was moved in 2013. Thus, 2014 is not included in
the third electoral cycle. However, I include the time up until then, since, in the years after 2008
before the law was passed, local politicians should have acted as if the threshold were 3,500.

I have excluded the period before 1995 and after 2013 since there are very few corruption
cases recorded. While it would have been interesting to examine the 1,000 population threshold
post-2013 since fewer other policy-changes take place there, at the present, there is not enough
data. If local corruption data quality improves, this could be an interesting avenue for future

research.

6 Empirical Strategy

To measure the effect of the ballot structure on corruption in small French municipalities, |

apply a regression discontinuity design (Angrist & Pischke, 2009; Cattaneo, Idrobo, & Titiu-
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nik, 2018a, 2018b; Calonico, Cattaneo, Farrell, & Titiunik, 2018; Thistlethwaite & Campbell,
1960), utilizing the fact that the electoral system is determined at a population threshold. I
use the local, non-parametric, linear regression and examine whether the results are robust to
various modelling choices.

For point estimation of the treatment effect at the 3,500 threshold, I define a sample of
municipalities close to the threshold and regress the dependent variable on the threshold-centred
population interacted with an indicator for whether the municipality is above the threshold. I use
the triangular kernel function so that observations close to the threshold are weighted more. In
some specifications, I include social and economic factors as covariates. Since municipalities
in the neighbourhood of the 3,500 threshold should be similar on average in these and other
dimensions, covariates are included primarily to increase precision rather than to control for
confounding factors.

I estimate the local average treatment effect, & arg using the following specification:

Pr(Corruption);; = Bo + o ate T + BiPop;, + B2Ti:Pop;, + Nie

Where T;; = 1{Pop,;, > 3,500}, and 1{-} is the indicator function, which takes on the value 1
if and only if the population in municipality i at the end of electoral cycle ¢ is greater or equal
to 3,500 and O otherwise. Pop;, denotes the population of municipality i at the end of electoral
cycle t. o aTE is the local average treatment (main) effect.

As pointed out by Lee and Lemieux (2010), since the treatment is purely predetermined ex-
ogenously and thus does not correlate with covariates, fixed-effects are unnecessary for causal

identification in RDD. Robust standard errors are clustered at municipality level.

In addition to model-specification, another crucial parameter is the width of the neighbourhood
around the threshold within which one conducts the local linear regression. As empirical results
are usually sensitive to bandwidth choice, it is important that it is conducted in a data-driven,
automatic manner. This will reduce the ability of the researcher to select bandwidths in an ad
hoc manner that might be influenced by biases and render the research hard to replicate.

As a preliminary analysis, although it provides a poor local approximation of the underlying
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6 EMPIRICAL STRATEGY

model, figure 1 gives an overview of the data by displaying the binned data and including
a global polynomial approximation. Encouragingly, the plot reveals a positive jump at the
threshold. Three additional things can be noted. Firstly, there are a lot more observations in
the control than treated group (100,621 versus 8,610). Secondly, the variance is larger in the
treatment group. Lastly, the probability of corruption is quite linear with respect to population

between 3,500 and approximately 7,000 inhabitants.

FIGURE 1: OVERVIEW OF SMALL AND MEDIUM SIZED MUNICIPALITIES
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Note: The lines are fourth degree polynomial approximation of the underlying regression function, fitted individu-
ally above and below the threshold on the original data — ie., not the binned data. The points mark quantile-spaced
binned averages where bins have been chosen to have approximately equal numbers of observations and minimize
integrated mean-squared error. Municipalities with populations greater than 40,000 are excluded to make the plot
more informative. The vertical solid line marks the 3,500 population threshold.

I implement the MSE-optimal bandwidth selector (Imbens & Lemieux, 2008; Calonico et
al., 2018). As the variances in the treatment and control groups differ considerably (var(Corruption|
Population > 3500) = 0.017 while var(Corruption|Population < 3500) = 0.001) the optimal
bandwidths are estimated separately on each side of the threshold (Calonico, Cattaneo, & Titiu-
nik, 2014; Cattaneo et al., 2018a). Another solution to the problem would be to use the log-
arithmic transformation of population as the running variable. However, to keep the model as

parsimonious as possible, and because, according to my analysis, corruption does not increase
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6 EMPIRICAL STRATEGY

linearly in log population, I have chosen not to do so. Symmetrical bandwidths are reported for
completeness. Using this procedure, I obtain a substantially larger bandwidth above the thresh-
old than below. The reason why the optimal bandwidth is so large above the threshold appears
to be that most of the outcomes examined are rather linear in population — which is hinted at
in figure 1. Therefore, the bias resulting from using a larger bandwidth is minimal.

RDD depends on the treatment being exogenous and so would be invalid if politicians
were somehow able to manipulate the population numbers in their municipality and effectively
choose electoral system. Two tests are utilized to verify whether such bundling at the threshold
takes place. If there is no self-selection in the vicinity of the threshold, the distribution of treated
and untreated should follow a binomial distribution with Pr(D = 1) = 0.5 (Cattaneo, Titiunik, &
Vazquez-Bare, 2017). The results of running the binomial test within various windows around
the threshold are displayed in table 1. The null hypothesis that the distribution is binomial is
not rejected around the threshold, indicating no bundling.

Another falsification test involves examining whether, near the threshold, treated and control
units are similar in observable characteristics. That is, if there is no selection into treatment,
the null hypothesis of no treatment effect on predetermined covariates should not be rejected.
I analyse every covariate as I do the variable of interest, and in each case, the treatment effect
(not reported) was close to 0 and non-significant.

As a final falsification test, I test for a jump in the density around the threshold (McCrary,
2008). The results are displayed in table 2. Again, the results indicate that there is no discon-
tinuity in the density of the running variable around the threshold, and that populations are not

manipulated to self-select into treatment.

As a complement and robustness check to the continuity-based analysis, I implement the local-
ized randomization framework. This framework is not based on approximation by regression
functions and extrapolation at the threshold, but instead on the idea that the exogenous discon-
tinuity of treatment status can lead to a situation that, in the immediate vicinity of the threshold,
mimics a randomized experiment. For the implementation of the localized randomization, I use

a uniform kernel and estimate the difference in means. The falsification tests in table 1 indicate
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that the treatment is as-good-as randomly distributed up until the bandwidths are approximately

200.

7 Results

Table 3 reports the estimated coefficient & 7E; i.e., how much the probability of corruption
increases at the threshold. Column 1 displays the results for the bandwidths chosen by the
MSE-optimal procedure. Columns 2 and 3 show the results when the bandwidths have been
decreased to 50 and 75 percent, respectively, of the MSE-optimal. Columns 4-6 include covari-
ates. Column 7 fits the symmetrical MSE-optimal bandwidths. Lastly, column 8 reports the
results for the analysis in the local randomization framework.

The coefficients are of the expected sign and consistently statistically significant at the 5
percent level when covariates are included. When covariates are not included, the estimate is
statistically significant at the 10 or 5 percent level. Unsurprisingly, the estimated effect within
the symmetrical bandwidths is non-significant. The analysis (not reported) shows that as the
symmetrical bandwidths increase, the point estimate converges on the same estimate that was
obtained using asymmetrical bandwidths, but the standard errors are much larger and the esti-
mate is never statistically significant at conventional levels. This is probably because it picks
a right-side bandwidth that is too small given that the variance is much larger in the treated
group so that more observations are necessary to form precise estimates. The results indicate
an effect of crossing the threshold on the probability of corruption that ranges between 0.004
and 0.008. Overall, the results indicate that changing from open- to closed-list ballots causes
about a threefold increase in the probability of corruption measured as the probability of a local
politician being convicted of corruption.

Figure 2 panel (A) shows the local linear regression line, and panel (B) shows the non-
parametric relationship between population and the estimated jump in corruption as a function
of bandwidths. In panel (B), it emerges that the finding is not especially sensitive to the partic-
ular width of the bandwidths.

Since there is always a danger of the local linear regression being a poor approximation of

the underlying model, I fit a local cubic regression on the same sample displayed in figure 3.
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TABLE 1: BINOMIAL TESTS AT THE 3,500 INHABITANTS THRESHOLD

Binomial tests

h N_ Ny p-value
1 1 1 ~ 1
10 21 26 0.56
50 113 119 0.74
100 252 236 0.50
150 374 359 0.58
200 519 479 0.22

Note: Binomial tests testing the probability of obtain-
ing the populations around the threshold if population
was randomly distributed with a binomial distribution
with g = 0.5. & denotes the window within which the
test is implemented.

TABLE 2: DENSITY TESTS AT THE 3,500 INHABITANTS THRESHOLD

Density tests

h-  hy N_- N; p-value

Method

Unrestricted, 2-7 125 125 301 298 0.31
Unrestricted, 1-4 125 125 301 293 0.31
Restricted 254 254 673 571 0.75

Note: The density tests implemented are unrestricted density
estimation (i.e. estimation not assuming equal c.d.f.s nor equal
higher-order derivatives) for both symmetrical and asymmet-
rical bandwidths, and restricted density estimation. (Cattaneo,
Jansson, & Ma, 2017)
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Changing the functional form, while the local regression seems to fit better, does not alter the
substantive conclusion: the estimate is now Qza7g = 0.007, and it is significant at the 5 percent
level. In terms of sensitivity to bandwidth size, the pattern that emerges is very similar to when
the local linear specification is used, and so is not reported. Thus, the finding is not sensitive to
model specification.

Figure 4 shows how the estimate and standard errors change as bandwidths change when
covariates are included. The same pattern emerges but with a more efficient estimator.

Lastly, figure 5 reveals that when the different bandwidths are used within the window where
population is as-good-as random, the estimate is usually significant at the 10 percent level, but

when the bandwidths dips below a bit less than 170, the estimates fall and are non-significant.

8 Discussion and Robustness Checks

Theory suggests that closed-list ballots weaken the incentives for incumbents to appear compe-
tent before the electorate and so produce an equilibrium outcome where rent-seeking (specifi-
cally here the probability of corruption) is higher relative to when incumbents’ perceived com-
petence directly influences re-election chances. Although not overwhelmingly robust, the find-
ing from the sample of small French municipalities is broadly consistent with this theory: mu-
nicipalities using closed-list ballots have a higher probability of at least one of its local politi-
cians being convicted of corruption than the comparable control group of municipalities using
open-list ballots. It seems that when local politicians can more easily get away with behaving
counter to the interests of the voters, they actually do so.

This finding is also consistent with empirical findings discussed in section 2. For exam-
ple, Persson et al. (2003) also find that ballot structure matters for perceived corruption, and
Kunicova and Rose-Ackerman (2005) find that perceived corruption is higher in closed-list PR

systems than in majoritarian systems. Hence my findings are in line with previous research.

However, the present study has an issue of compound treatment, and therefore the possibility
of alternative explanations. At the 3,500 population threshold, the following changes occur: (1)

open versus closed list; (2) council size; (3) maximum number of deputy mayors; (4) mayor and
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8 DISCUSSION AND ROBUSTNESS CHECKS

FIGURE 2: RESULTS FOR THE LOCAL LINEAR REGRESSION

(A) THE LOCAL LINEAR REGRESSION
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(B) ESTIMATES AND CONFIDENCE INTERVALS FOR DIFFERENT CHOICES OF BANDWIDTHS
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Note: Panel (A) shows the local linear fit. The points indicate binned averages using IMSE-optimal, quantile-
spaced bins. Panel (B) shows the non-parametric relationship between population and the estimated jump in
corruption as a function of bandwidths. The vertical dotted line indicates the MSE-optimal bandwidths. The light
grey area marks the 95 percent confidence intervals while the dark grey area marks the 90 percent confidence
intervals.
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FIGURE 3: RESULTS FOR THE LOCAL CUBIC REGRESSION
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Note: The local cubic regression fitted at the same bandwidths as the bandwidths optimised for the local linear
regression. The points indicate binned averages using IMSE-optimal, quantile-spaced bins.

FIGURE 4: ESTIMATES AND CONFIDENCE INTERVALS FOR DIFFERENT CHOICES OF
BANDWIDTHS FOR THE LOCAL LINEAR REGRESSION WITH COVARIATES
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Note: The line draws the non-parametric relationship between population and the estimated jump in corruption as a
function of bandwidths when covariates are added. The vertical dotted line indicates the MSE-optimal bandwidths.
The light grey area marks the 95 percent confidence intervals while the dark grey area marks the 90 percent
confidence intervals.
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FIGURE 5: LOCALIZED RANDOMIZATION

(A) THE LOCAL DIFFERENCE IN MEANS
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Note: Panel (A) shows the local difference in means. The points mark binned averages where the bins are IMSE-
optimal evenly-spaced. Panel (B) shows the non-parametric relationship between population and the estimated
jump in corruption as a function of bandwidths when covariates are added. The vertical dotted line indicates the
MSE-optimal bandwidths. The light grey area marks the 95 percent confidence intervals while the dark grey area
marks the 90 percent confidence intervals.
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deputy mayor salary; (5) majoritarian versus proportional representation; (6) gender parity; (7)
outsourcing scrutiny; (8) council must debate budget prior to vote; (9) committees follow PR
principle; and (10) amount of paid leave for council work (Eggers, Freier, Grembi, & Nannicini,
2018; Lepinard & Lieber, 2015).

Thus, for instance, some models predict that salary should decrease rent-seeking by leading
to more competent politicians, or politicians with preferences more congruent to voters’ prefer-
ences, to be elected (Besley, 2004; Mattozzi & Merlo, 2008). Persson et al. (2003) argue that
higher wage is likely to suppress corruption since voters can exert more control by threaten-
ing to oust the politician from a more luxurious position. Lastly, higher wages might increase
morale (Gagliarducci & Nannicini, 2013).

Some of these changes’ effects may be indirectly tested since they also change on other
population thresholds. In table 4, I list the different population thresholds and relevant policies
that change on those thresholds. I run the same analysis on these thresholds that I did on the
3,500 threshold. Moreover, to verify that the relationship between population and corruption
is not fundamentally discontinuous so that the jump at the threshold is contaminated by other
factors (i.e. treatment effect is zero when it should be) I also test two placebo thresholds close
to the 3,500 threshold.

As can be seen in table 4, at none of the thresholds is there an effect on corruption as large
and as consistent as the effect of crossing the 3,500 threshold — most thresholds are neither.
For instance, the estimate for mayor and deputy mayor salary is zero and non-significant at
both the 500 and 1,000 threshold. This indicates that salary does not confound the estimate.
Even if it did however, it would downwardly bias the estimate and so not serve as an alternative
explanation for the jump. Encouragingly, there is no jump at the placebo thresholds.

Only at 1 of 5 thresholds were the effects of increasing council size and number of deputy
mayors distinguishable from zero. This is strong evidence that council size should not mat-
ter. Nevertheless, since there is some indication that crossing the 2,500 population threshold
increases corruption, this policy change warrants some discussion. The jump suggests that
council size or the number of deputy mayors might influence the discontinuity at the 3,500

threshold where council size changes from 23 to 27 and the maximum number of deputy may-
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ors changes from 7 to 8. Might it be that more potential reprobates with power means more
corruption? Details of the data suggest that if this is the case, it should only have a minor effect.
Although council sizes range from 7 to 69, almost 80 percent of corruption cases recorded are
committed by mayors alone, suggesting the council size matters less. Interestingly, it might be
noted that this fact too is consistent with the model of Persson and Tabellini (2000), in which
the highest-ranking politician on the list has particularly strong incentives to misbehave.

Moreover, theoretical predictions with regards to district magnitude are ambiguous. For
instance, on one hand, Persson and Tabellini (2003), Persson et al. (2003) argue that smaller
districts (i.e., fewer elected politicians) increase entry barriers and therefore rent-seeking. On
the other hand, Kunicovd and Rose-Ackerman (2005) argue that although entry barriers are
higher in small districts, incentives for political opponents to police each other are stronger.

In sum, while the data does not entirely rule out that council size contributes to the jump at
the 3,500 threshold, there are strong reasons to doubt it plays a major part in explaining it.

With regards to the majoritarian versus PR change, it is commonly thought that more pro-
portionality leads to more rent-seeking. More coalition executives means that it is more difficult
for voters to assign praise or blame. It is unlikely, however, to be an important factor here. The
reason is that, as argued by Eggers (2015), the change involves only a small “dose” of in-
creased proportionality. The change involves going from a pure majoritarian system to a system
where the largest list receives 50 percent of the seats while the remaining seats are allocated
proportionally. Thus, one party will always win 50 percent of the seats plus seats allocated pro-
portionally, and therefore form a majority. This, in turn, means that the accountability-diluting
mechanism of PR systems is non-existent in this case.

In fact, Chang and Golden (2007) have found evidence that intra-party competition in open-
list elections in pre-1994 Italy impelled candidates to corruption to finance their election cam-
paigns. Thus, if the PR element introduced at the 3,500 threshold biases the estimate, it is more
likely to downwardly than upwardly bias it.

Regarding gender, a gender parity law took effect in 2000, which stipulates that, for munic-
ipalities with 3,500 inhabitants or more, each list must contain an equal number of males and

females. The proportion of female politicians might influence corruption levels as there is some
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evidence that females are less likely to be corrupt, as discussed in section 2. Unfortunately, cor-
ruption data prior to year 2000 is poor and so there is no way of testing whether gender plays a
major role for corruption levels in this context. However, as with wages, gender parity has been
linked to lower rather than higher levels of corruption. Thus, if gender does play a role, it is
likely to suppress rather than inflate the causal estimate.

The same is true of points 7. through 10. on the list. It is impossible to examine empirically
whether they play a role in corruption levels. Yet, they are all factors that one would a priori

think would mitigate the adverse effects of lower accountability, not amplify them.

As a final note, it is worth mentioning a subtly different causal story, which is less theoretically
developed in this particular context, but might nevertheless be a competing explanation for the
estimate. Rent-seeking among politicians can be generalized by applying the public good logic
(Olson, 1965/2003; Persson et al., 2003). A brief exposition of the argument suffices for our
purposes. In a system where politicians are held individually accountable, political office is
a private good in the sense that the politicians’ efforts to appeal to the electorate benefits her
alone. In systems where politicians are to varying degrees held accountable together with other
politicians, political office a public good: the effort one of one politician benefits her party
colleagues or otherwise politicians that may be associated with her.

Thus, the particular mechanism of the career concern model is a sufficient but not neces-
sary condition for free-riding behaviour among incumbents. Within the general public goods
framework, free-riding incentives among politicians might be generated by a host of factors.
Under the assumptions of the career concern model, the closedness of the list and the prob-
abilistic nature of elections generate higher rent-seeking. However, under certain conditions,
other mechanisms might be important. If voters lack information about individual politicians’
efforts; do not care about politics much and vote based on vague criteria; or vote according to
ideology, free-riding may become possible when when several politicians appear as “teams” —
for instance, by representing the same ideology or social group. In these situations, individual
politicians might free-ride on the reputation and clout of the party. Worryingly for the current

study: if using closed-list ballots strengthens the salience of parties (for instance by strength-
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ening the party leadership) in the eyes of the voters, going from a open to a closed list system
might generate more rent-seeking although the closing of the lists itself has no influence on
politicians’ perceived probability of being re-elected due to ranking on the list.

Empirical evidence suggests that, in practice, it is likely that both causal mechanisms play
partial roles (Persson et al., 2003), although the high degree of collinearity between open-lists
ballots and individualized elections and conversely closed-list ballots and partisan elections at
national levels, cross-country data make these findings unreliable.

The same is true in the current case. In municipalities below the threshold, elections are
unpredictable for every candidate. Mayors may suddenly find their leadership challenged by
outsiders for personal reasons, and so the local political elites are completely dependent on
nurturing their personal reputations of competence and trustworthiness (Le Bart, 2003). In
municipalities above the threshold, on the other hand, elections are highly partisan and the
party leader is a lot more powerful since her leadership is not at the mercy of the electorate
alone. Le Bart (2003) argues that these elections are highly personalized in the sense that as far
as the electorate is concerned, it is choosing between mayors. This suggests that the perceived
performance of one local government is largely a public good for incumbents: on the one hand,
the mayor may free-ride on the efforts of the rest of the party and the rest of the party may
free-ride on the reputation of the mayor.

Due to the size of the estimated effect (about a threefold increase in the probability of corrup-
tion) and the particular nature of local politics in municipalities above the threshold as outlined

in section 4, it is likely that both mechanisms play partial roles.

Elections is just one of many constraints on politicians. However, the present analysis indicates
that even in a country with strong institutions and legal traditions and where corruption levels
are not especially high, electoral incentives play an important role in constraining corruption.
In 2013, the threshold for when municipalities must use closed-list PR was lowered. This has
allowed French reformers to attain higher degree of gender parity and, as Eggers (2015) find,
provide better conditions for higher voter turnout. Unfortunately, however, this study suggests

that such reforms come at a cost.
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8 DISCUSSION AND ROBUSTNESS CHECKS

To what extent do these results help us understand the role of ballot structure in explaining
corruption outside the specific context of small French municipalities? Firstly, it is a strength
that this study is unique in presenting evidence that is relevant in the European context. The
findings presented here might be more relevant to reformers in other European countries who
seek to reform their local governments. So far, other studies on corruption have often focused
on developing countries. Ferraz and Finan (2011), though they are able to argue very convinc-
ingly that they find a causal effect, analyse Brazil, which is a very different country from the
European ones. Secondly, the finding presented here claims to measure the effect of a universal
model. Everything else equal, the model finds that the equilibrium outcome is more corruption
in closed-list elections. Factors such as for example culture, climate, and other administra-
tive structures do not feature in the model. Hence it should be true anywhere that, everything
else equal, closed-list elections should increase corruption — the present study find empirical
support for this argument.

Nevertheless, “everything else equal” is a strong caveat. In practice, we need a better un-
derstanding of how the effect of accountability interacts with other features such as district size
and other institutional features. As mentioned, some evidence indicate that heightened account-
ability can, in some contexts, generate perverse incentives such as committing crimes to fund
the electoral campaign (Chang & Golden, 2007). Another important thing to consider is that, in
France, local parties are very weakly organized, and so party strength matters little regardless
of electoral system. In other contexts where strong parties are important for the functioning
of the democratic system, open-list ballots might have a destructive effect by weakening the
ability of the party leadership to control its members. In other words, ballot structure might
interact with a series of other cultural or institutional factors. In general, the local average treat-
ment effect is not generalizable to outside the immediate neighbourhood of the threshold. This
means, in practice, not only that the effect might be different or non-existent for other levels
of governments, but also for larger or smaller municipalities. Ultimately, these considerations
highlight the need to continue to accrue more narrow and well-identified analyses from various
different contexts in order to draw a more comprehensive picture of the effect of ballot structure

on rent-seeking.
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Interesting directions for future research would be to find natural experiments of the career
concern model at different levels of government and in countries with different political cultures.
Another interesting avenue for future research might be to continue in the vain of Eggers (2015)
and explore other consequences of ballot structure such as the strength of political parties or

more generally the consequences for voters’ welfare.

9 Conclusion

This article has utilized a rare natural experiment in small French municipalities that has made it
possible to investigate the causal effect of closed- versus open-list ballots on corruption. Using
a regression discontinuity design, I find that the probability of serious visible corruption is
higher in small municipalities that use closed-list ballots than in similarly sized municipalities
that use open-list ballots. I also find that the result is robust to bandwidth selection, conceptual
framework, and various robustness checks.

The finding suggests that reformers who seek to attain various social goals by stipulating
that local elections must use a closed-list system should consider this cost as well as the benefits.

As with most things, there is no such thing as a free lunch.

35



REFERENCES

References

Abramo, C. (2008). How much do perceptions of corruption really tell us? Economics: The
Open-Access, Open-Assessment E-Journal, 2(2008-3), 1-56.

Ades, A. & Di Tella, R. (1999). Rents, Competition, and Corruption. The American Economic
Review, 89(4), 982-993. JSTOR: 117169

Allies, P. (1995). Un mode de scrutin exemplaire? Pouvoirs: revue frangaise d’études constitu-
tionnelles et politiques, 73, 41-52.

Angrist, J. D. & Pischke, J.-S. (2009). Mostly harmless econometrics: An empiricist’s compan-
ion. OCLC: ocn231586808. Princeton: Princeton University Press.

Arkwright, E., Baron, F., Boeuf, J.-L., Delamarre, M. S., Lazerges, R., David, P., ... Verpeaux,
M. (2018). Découverte des institutions: Quelles sont les compétences exercées par les
communes?

Bailey, J. & Valenzuela, A. (1997). The Shape of the Future. Journal of Democracy, 8(4), 43—
57.

Besley, T. (2004). Joseph Schumpeter Lecture: Paying Politicians: Theory and Evidence. Jour-
nal of the European Economic Association, 2(2/3), 193-215. JSTOR: 40004897

Besley, T. (2006). Principled agents? the political economy of good government. The Lindahl
lectures. OCLC: ocm56655923. Oxford ; New York: Oxford University Press.

Brunetti, A. & Weder, B. (2003). A free press is bad news for corruption. Journal of Public
economics, 87(7), 1801-1824.

Calonico, S., Cattaneo, M. D., Farrell, M. H., & Titiunik, R. (2018). Rdrobust: Robust Data-
Driven Statistical Inference in Regression-Discontinuity Designs (Version 0.99.3).
Calonico, S., Cattaneo, M. D., & Titiunik, R. (2014). Robust nonparametric confidence in-

tervals for regression-discontinuity designs. Econometrica, 82(6), 2295-2326. JSTOR:
43616914
Cattaneo, M. D., Jansson, M., & Ma, X. (2017). Rddensity: Manipulation Testing Based on

Density Discontinuity (Version 0.2.2).

36


http://www.jstor.org/stable/117169
http://www.jstor.org/stable/40004897
http://www.jstor.org/stable/43616914

REFERENCES

Cattaneo, M. D., Titiunik, R., & Vazquez-Bare, G. (2017). Comparing Inference Approaches for
RD Designs: A Reexamination of the Effect of Head Start on Child Mortality. Journal of
Policy Analysis & Management, 36(3), 643—681.

Cattaneo, M. D., Idrobo, N., & Titiunik, R. (2018a). A Practical Introduction to Regression Dis-
continuity Designs: Volume I. Cambridge University Press. Cambridge Elements: Quan-
titative and Computational Methods for Social Science.

Cattaneo, M. D., Idrobo, N., & Titiunik, R. (2018b). A Practical Introduction to Regression
Discontinuity Designs: Volume II. Cambridge University Press. Cambridge Elements:
Quantitative and Computational Methods for Social Science.

Chang, E. C. & Golden, M. A. (2007). Electoral systems, district magnitude and corruption.
British Journal of Political Science, 37(1), 115-137.

Code Electoral - Article L264. (1983).

Di Tella, R. & Schargrodsky, E. (2003). The Role of Wages and Auditing during a Crackdown
on Corruption in the City of Buenos Aires. The Journal of Law and Economics, 46(1),
269-292.

Djankov, S., McLiesh, C., Nenova, T., & Shleifer, A. (2003). Who owns the media? The Journal
of Law and Economics, 46(2), 341-382.

Dollar, D., Fisman, R., & Gatti, R. (2001). Are women really the “fairer” sex? Corruption and
women in government. Journal of Economic Behavior & Organization, 46(4), 423—429.

Duggan, M. & Levitt, S. D. (2002). Winning Isn’t Everything: Corruption in Sumo Wrestling.
The American Economic Review, 92(5), 1594-1605.

Eggers, A. C. (2015). Proportionality and Turnout. Comparative Political Studies, 48(2), 135—
167.

Eggers, A. C., Freier, R., Grembi, V., & Nannicini, T. (2018). Regression Discontinuity Designs
Based on Population Thresholds: Pitfalls and Solutions. American Journal of Political
Science, 62(1), 210-229.

Fackler, T. & Lin, T.-m. (1995). Political Corruption and Presidential Elections, 1929-1992. The

Journal of Politics, 57(4), 971-993. JSTOR: 2960398

37


http://www.jstor.org/stable/2960398

REFERENCES

Ferraz, C. & Finan, F. (2011). Electoral Accountability and Corruption: Evidence from the Au-
dits of Local Governments. The American Economic Review, 101(4), 1274-1311. JSTOR:
23045899

Fisman, R. (2001). Estimating the Value of Political Connections. The American Economic
Review, 91(4), 1095-1102.

Fisman, R. & Gatti, R. (2002). Decentralization and corruption: Evidence across countries.
Journal of Public Economics, 83(3), 325-345.

Fisman, R. & Wei, S. (2004). Tax Rates and Tax Evasion: Evidence from “Missing Imports” in
China. Journal of Political Economy, 112(2), 471-496.

Gagliarducci, S. & Nannicini, T. (2013). Do better paid politicians perform better? Disentan-
gling incentives from selection. Journal of the European Economic Association, 11(2),
369-398.

Gerring, J. & Thacker, S. C. (2004). Political institutions and corruption: The role of unitarism
and parliamentarism. British Journal of Political Science, 34(2), 295-330.

Hafner, M., Taylor, J., Disley, E., Thebes, S., Barberi, M., Stepanek, M., & Levi, M. (2016).
The Cost of Non-Europe in the area of Organised Crime and Corruption: Annex II -
Corruption. RAND Corporation.

Huntington, S. P. (2006). Modernization and Corruption. In Political order in changing soci-
eties (pp. 59-71). New Haven, Connecticut: Yale University Press. (Original work pub-
lished 1968)

Imbens, G. W. & Lemieux, T. (2008). Regression discontinuity designs: A guide to practice.
Journal of Econometrics, 142(2), 615-635.

Johnston, M. (1986). Right & Wrong in American Politics: Popular Conceptions of Corruption.
Polity, 18(3), 367-391. JSTOR: 3234766

Kaufmann, D., Kraay, A., & Zoido-Lobatén, P. (1999). Aggregating Governance Indicators
(Policy Research Working Paper No. 2195). The World Bank. Washington, D.C.

Knack, S. (2007). Measuring Corruption: A Critique of Indicators in Eastern Europe and Central

Asia. Journal of Public Policy, 27(3), 255-291. JSTOR: 40072027

38


http://www.jstor.org/stable/23045899
http://www.jstor.org/stable/3234766
http://www.jstor.org/stable/40072027

REFERENCES

Knack, S. & Keefer, P. (1995). Institutions and Economic Performance: Cross-Country Tests
Using Alternative Institutional Measures. Economics & Politics, 7(3), 207-227.

Kunicova, J. & Rose-Ackerman, S. (2005). Electoral Rules and Constitutional Structures as
Constraints on Corruption. British Journal of Political Science, 35(4), 573—-606. JSTOR:
4092413

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. (1999). The quality of government.
The Journal of Law, Economics, and Organization, 15(1), 222-279.

Le Bart, C. (2003). Les maires: sociologie d’un role. Espaces politiques. OCLC: 250074094.
Villeneuve d’Ascq: Presses Univ. du Septentrion.

Lederman, D., Loayza, N. V., & Soares, R. R. (2005). Accountability and Corruption: Political
Institutions Matter. Economics & Politics, 17(1), 1-35.

Lee, D. S. & Lemieux, T. (2010). Regression Discontinuity Designs in Economics. Journal of
Economic Literature, 48(2), 281-355. JSTOR: 20778728

Lenglet, R. & Touly, J.-L. (2013). Syndicats corruption, dérives, trahisons. OCLC: 863158629.
Paris: First éd.

Lepinard, E. & Lieber, M. (2015). The Policy on Gender Equality in France (No. PE 510.024).
European Parliament: Committee on Women’s Rights and Gender Equality.

Linz, J. J. (J. & Stepan, A. (1996). Toward Consolidated Democracies. Journal of Democracy,
7(2), 14-31.

Lipset, S. M. & Lenz, G. S. (2000). Corruption, Culture, and Markets. In S. P. Huntington &
L. E. Harrison (Eds.), Culture matters: How values shape human progress. New York:
Basic Books.

Loughlin, J. (2007). Subnational government: The French experience. French politics, society,
and culture. New York: Palgrave Macmillan.

Mattozzi, A. & Merlo, A. (2008). Political careers or career politicians? Journal of Public Eco-
nomics, 92(3-4), 597-608.

Mauro, P. (1995). Corruption and Growth. The Quarterly Journal of Economics, 110(3), 681—
712. JSTOR: 2946696

39


http://www.jstor.org/stable/4092413
http://www.jstor.org/stable/20778728
http://www.jstor.org/stable/2946696

REFERENCES

McCrary, J. (2008). Manipulation of the running variable in the regression discontinuity design:
A density test. Journal of Econometrics, 142(2), 698-714.

Meény, Y. (1992). La République des fiefs. Pouvoirs: revue francaise d’études constitutionnelles
et politiques, 60, 17-24.

Myerson, R. B. (1993). Effectiveness of Electoral Systems for Reducing Government Corrup-
tion: A Game-Theoretic Analysis. Games and Economic Behavior, 5(1), 118-132.
Olken, B. A. (2007). Monitoring Corruption: Evidence from a Field Experiment in Indonesia.

Journal of Political Economy, 115(2), 200-249.

Olson, M. (2003). The logic of collective action: Public goods and the theory of groups (21.
printing). Harvard economic studies. Cambridge, Massachusetts: Harvard University Press.
(Original work published 1965)

Pascot, P. & Riou Harchaoui, G. (2014). Délits d’élus: 400 politiques aux prises avec la justice.
Paris: Milo.

Persson, T., Roland, G., & Tabellini, G. (1997). Separation of Powers and Political Account-
ability. The Quarterly Journal of Economics, 112(4), 1163-1202. JSTOR: 2951269
Persson, T., Roland, G., & Tabellini, G. (2000). Comparative Politics and Public Finance. Jour-

nal of Political Economy, 108(6), 1121-1161.

Persson, T. & Tabellini, G. (1998). The Size and Scope of Government: Comparative Politics
with Rational Politicians (No. w6848). National Bureau of Economic Research. Cam-
bridge, Massachusetts.

Persson, T. & Tabellini, G. E. (2000). Political economics: Explaining economic policy. OCLC:
62416555. Cambridge, Massachusetts: MIT Press.

Persson, T. & Tabellini, G. E. (2003). The economic effects of constitutions. Munich lectures in
economics. Cambridge, Massachusetts: MIT Press.

Persson, T., Tabellini, G., & Trebbi, F. (2003). Electoral rules and corruption. journal of the
European Economic Association, 1(4), 958-989.

Phélippeau, E., Bastard, J., Lalevée, T., Le Berre, C., & Belle, S. B. (2011). Systeme Na-
tional D’intégrité Transparence Et D’intégrité De La Vie Publique Et Economique. Trans-

parency International France.

40


http://www.jstor.org/stable/2951269

REFERENCES

Razafindrakoto, M. & Roubaud, F. (2005). How far can we trust expert opinions on corruption?
An experiment based on surveys in francophone Africa. Global Corruption Report 2005,
292-95.

Reinikka, R. & Svensson, J. (2004). Local Capture: Evidence from a Central Government Trans-
fer Program in Uganda. The Quarterly Journal of Economics, 119(2), 679-705.

Rose-Ackerman, S. (1999). Corruption and government: Causes, consequences, and reform.
New York: Cambridge University Press.

Svensson, J. (2003). Who Must Pay Bribes and How Much? Evidence from a Cross Section of
Firms. The Quarterly Journal of Economics, 118(1), 207-230.

Swamy, A., Knack, S., Lee, Y., & Azfar, O. (2001). Gender and corruption. Journal of develop-
ment economics, 64(1), 25-55.

Tanzi, V. (1998). Corruption Around the World: Causes, Consequences, Scope, and Cures. Staff
Papers - International Monetary Fund, 45(4), 559.

Thistlethwaite, D. L. & Campbell, D. T. (1960). Regression-discontinuity analysis: An alter-
native to the ex post facto experiment. Journal of Educational Psychology, 51(6), 309—
317.

Treisman, D. (2000). The causes of corruption: A cross-national study. Journal of public eco-
nomics, 76(3), 399-457.

Treisman, D. (2007). What Have We Learned About the Causes of Corruption from Ten Years
of Cross-National Empirical Research? Annual Review of Political Science, 10(1), 211-
244,

Vicente, P. C. (2010). Does oil corrupt? Evidence from a natural experiment in West Africa.

Journal of Development Economics, 92(1), 28-38.

41



	Annual Report.pdf
	Sebastian Law PSPE 2017-18_GV499.pdf
	Introduction
	Literature Review
	Theoretical Framework
	Elections and Corruption in France
	Data
	Empirical Strategy
	Results
	Discussion and Robustness Checks
	Conclusion


