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Gender (dis)balance in local government: how does it
affect budget transparency?

Branko Stani�c

Institute of Public Finance, Zagreb, Croatia

ABSTRACT
Balanced gender representation in local political life has been a
subject of increasing interest to researchers. This paper, based on
a unique database, analyses the representation of women in local
representative and executive bodies and its impact on budget
transparency (BT) in Croatian local governments. The panel ana-
lysis shows that a greater representation of women in local coun-
cils has a positive effect on the level of local government digital
budgetary reporting. This is in line with gender literature settings
and theories that explain BT, suggesting that the greater repre-
sentation of women helps reduce information asymmetry,
increase transparency, and promote government legitimacy. We
do not find significant results in regard to women’s representa-
tion in local executive functions. A particularly indicative policy
implication suggests the aim of increasing the gender balance in
local political spheres, especially when deciding on good govern-
ance practices and fiscal disclosure requirements.
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1. Introduction

Budget/fiscal transparency (BT/FT) increases the visibility of fiscal actions, enabling
citizens to influence the efficiency of use of public funds, to demand more govern-
ment accountability and to reduce opportunities for corruption (Alt & Lassen, 2006;
Kaufmann & Bellver, 2005). Improved BT allows citizens and legislative authorities to
engage more efficiently in the budgetary planning and to control and scrutinize
spending and execution of budgetary funds, thus reducing opportunities for public
resource mismanagement. A good and consistent public scrutiny can reveal the devia-
tions from the planned budget funds, indicating the level of governments’ budget
credibility. BT, accompanied by constructive citizen participation, can contribute to a
fairer distribution and to better local public goods and services.

Most of the BT studies are focused at the national level of government (e.g.,
Hollyer et al., 2011; Wehner & de Renzio, 2013). However, the discourse seems to be
changing, giving ever more importance to local governments. The local context of
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representative democracy is particularly significant because of the more pronounced
principal-agent (citizen-politician) relations. It is argued that the most important
interactions between citizens and politicians take place at the lowest governments’
levels (Sandoval-Almazan & Gil-Garcia, 2012), providing a basis for improving good
governance activities (transparency, accountability and trust).

The increased importance of local budget transparency (LBT) can be seen in a
growing number of research on the determinants of subnational BT/FT. Based on the
previous empirical findings, its main determinants are: (a) economic (e.g. income, fiscal
capacity, economic conditions like unemployment rate), (b) political (e.g. political spec-
trum, election results) (see e.g., Caama~no-Alegre et al., 2013; Guillam�on et al., 2011).

However, we cannot neglect that one of the important factors affecting the level
and attitude towards BT has its roots in gender differences. It is recognised that a
greater representation of women in local councils and as holders of local executive
power affects changes in the power structure and in the functioning of local govern-
ments (Medina & Antonio, 2015). Beck (2001) found that local councillors (both
male and female) confirmed that female councillors were more accessible to their
electorates, open to suggestions and more responsive than male councillors. It is con-
sidered that women in important political positions promote the inclusion and par-
ticipation of citizens and provide better and more constructive interaction and
communication than their male counterparts (Fox & Schuhmann, 1999). One should
also note the number of stereotypes, e.g. that women do better in education, govern-
ment affairs and social services, as these settings are mostly female dominated (Eagly
et al., 1995). These stereotypes can influence the behaviour and actions of women in
local political life – especially as councillors and heads of the local executive – where
they are expected to adopt a more transparent way of governing and an inclusive
modus operandi (De Araujo & Tejedo-Romero, 2018).

Accordingly, females could contribute to the greater LBT and thus influence the
positive changes. It is why we explore the impact of women’s representation in local
politics on the level of LBT, using the Open Local Budget Transparency index
(OLBT) developed by the Institute of Public Finance and measured as annual online
availability of five key budgetary documents (budget proposal, enacted budget, mid-
year and year-end reports, and citizens budget). Documents are chosen in accordance
with the best international practices on BT (see OECD, 2002), and their availability
provides citizens with insight into the planning and spending of local budget funds
through all phases of the budgetary process.

To our knowledge, only two studies (De Araujo & Tejedo-Romero, 2016, 2018)
have investigated the impact of women’s representation in local politics on the level
of local government transparency. However, they used a wider measure from the
Transparency International Spain.

To fill this gap, and having in mind that each of our five documents has relevance
and purpose within the budget process (see Ramkumar & Shapiro, 2010), we focus
exclusively on the OLBT. The originality of this paper lies in its use of a new and unique
measure of LBT and a unique panel dataset of 556 Croatian LGs during the 2014–2019
period. It contributes to the BT and gender research field literature by being one of the
first attempts to explore the effect of women representation in local representative and
executive on the level of LBT in one CEE and the newest EU member country.
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The results confirm that a high representation of women in local councils leads to
higher levels of LBT. The following sections include the theoretical framework and
previous empirical findings, the methodological framework (with presentation of vari-
ables), the research results, discussion and conclusion.

2. Theoretical background and previous empirical findings

2.1. Theoretical background

Lacking precise definitions, budget transparency (BT) and fiscal transparency (FT)
are often used interchangeably. According to Alesina and Perotti (1996), due to the
lack of a unique and unambiguous BT/FT definition, they are challenging to measure.
Kopits and Craig (1998, p. 1) define FT very broadly “as openness toward the public
at large about government structure and functions, fiscal policy intentions, public sec-
tor accounts, and projections. It involves ready access to reliable, comprehensive,
timely, understandable, and internationally comparable information on government
activities”. Similarly, the OECD (2002, p. 7) defines BT as “the full disclosure of all
relevant fiscal information in a timely and systematic manner”. The World Bank
(2013, p. 1) defines BT much more narrowly as “the extent and ease with which citi-
zens can access information about and provide feedback on government revenues,
allocations, and expenditures”.

Building on these definitions and taking the view that BT should be more narrowly
defined (focused only on budgets) and FT more broadly (including information about
government structure and functions), this paper is oriented towards the BT defined
as the online availability of budgetary information, i.e. the possibility for citizens to
obtain complete, accurate, and timely information about local budgets.

The analysis of women’s representation in local political life and its impact on
local government accountability and transparency is based on two theories. Social role
theory explains how the existing (imposed) social structures within a particular cul-
ture and society contribute to the constant development of gender stereotypes (Eagly,
1987). It postulates that certain gender stereotypes are deeply rooted in the different
social roles assigned to men and women within a society. Women are traditionally
homemakers and oriented toward domestic roles (e.g., nurses or kindergarten teach-
ers), with attributes such as warmth and compassion, while men are mostly bread-
winners, with accompanying descriptions such as task achievers and assertiveness
(Eagly, 1987). Women and men adapt to these gender roles by acquiring and devel-
oping the specific knowledge and skills needed to perform these roles, adjusting atti-
tudes and behaviours according to the gender role requirements (Eagly et al., 2000).
Gilligan (1982) emphasised that social norms and roles influence the different men’
and women’ understandings and interpretations of realities, ultimately adopting dif-
ferent systems of values and behaviours. Women are perceived to be more compas-
sionate and to care more about others; to have a stronger sense of community and
justice (Hamidullah et al., 2015); to be more accessible, cooperative and open
(Merchant, 2012); more socially and politically egalitarian (Eagly & Johannesen-
Schmidt, 2001).

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 3



According to expectation states theory (see Berger et al., 1966; Webster & Driskell,
1978), a society’s cultural beliefs about social roles and categories at the macro level
influence the attitudes and behaviours of the individual, who mimic the status charac-
teristics and structures previously formed at the macro level. Such movements pro-
duce social stratifications, especially at the individual (micro) level, where social
inequalities emerge, making women in the social environment less likely to be
accepted as leaders (Correll & Ridgeway, 2006). Additionally, such gender roles and
characteristics of women’s leadership, such as openness, compassion, inclusion and
transparency, affect the improvement in governance (Del Sol, 2013). Women are also
more likely to involve traditionally excluded and vulnerable groups in decision-mak-
ing and budgetary processes and procedures (Beck, 2001; Fox & Schuhmann, 1999).

We study the role of women in BT as supported by the social-role and expectation
states theories, but we are not neglecting the agency and legitimacy theories useful for
explaining information asymmetries in the political context and representing the basis
for the selection of our control variables. Principal-agent relationship (agency theory;
agency dilemma) can be seen as a contract in which one or more individuals (princi-
pals) hire a third party (agent) to perform and provide certain services on their behalf
(Jensen & Meckling, 1976). The principals give the agent some authority to make
decisions on their behalf. However, if both the principals (voters) and the agent (poli-
ticians) are utility maximizers, the agent might not always work for the principal’s
best interests, but rather for his own self-interest. This is evident in the presence of
assymetrical information, when, unlike principal, agents have much more knowledge
and information in decision-making processes. Therefore, citizens bear (1) the direct
cost, including all the tangible and intangible rewards of politicians (their remunera-
tions) and (2) indirect costs from the mismanagement and poor performance of
agents and their mistakes (Lane, 2013). According to Holmstr€om (1979), asymmetry
of information arises because individuals cannot observe each other’s actions, imply-
ing the necessity of greater monitoring of actions. Higher transparency helps to solve
the principal-agent problem and increases the efficiency of resource allocation
(Holmstr€om, 1979).

The source of legitimacy theory lies in corporate social responsibility (CSR) litera-
ture and organizational legitimacy. Dowling and Pfeffer (1975, p. 122) define the
organizational legitimacy as "a condition in which the value system of a particular
unit coincides with the value system of the broader social environment of which the
unit is a part“. Suchman (1995, p. 574) perceives the legitimacy as a “generalised per-
ception or assumption that the agent’s actions are desirable, proper or appropriate
within some socially constructed system of norms, values, beliefs, and definitions”.
Although it arose from CSR, the same arguments apply to governmental legitimacy.
In the context of government transparency (including F/BT), this theory seeks to
explain the behavior of politicians in meeting social demands for greater transparency
and accountability. Since they can be sanctioned for disrespecting such social values,
opportunistic politicians reveal more information to ensure their political survival. If
government legitimacy is disrupted, politicians increase transparency to restore citizen
confidence and the legitimacy of elected public officials, thus securing a good reputa-
tion of the government (De Araujo & Tejedo-Romero, 2016). Fiscal transparency, as
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a separate narrower segment of government transparency, particularly enhances the
legitimacy of government, given its instrumental nature to contribute to improved
governance. This is best represented through: (a) its incentive to help divert the focus
of attention from inputs to outcomes, and (b) enhancing the credibility of fiscal poli-
cies, giving political and economic actors some power in predicting fiscal activities,
making them more effective in making decisions (De Simone, 2009; Heald, 2003).

The local executive directs its operations and activities in accordance with the
standards and norms existing in the social environment of the municipality. Local
governments resort to the greater disclosure of information if there are societal
expectations and pressures for greater accountability and transparency (Deegan,
2002). These social expectations in line with the abovementioned expectation states
and social role theories see women as more open, accessible, and transparent, expect-
ing them to reduce information asymmetries better than men. Rosenthal (2000)
argues that women are more likely to resolve the agency problem as they are more
open and willing than men to have their actions monitored and scrutinised. Greater
representation of women in politics “helps lend legitimacy to governing institutions”
(Shreeves & Prpic, 2019).

We use social role and expectation states theories as an essence underpinning to
support the arguments about greater social and ethical sensibility of women.

2.2. Previous empirical findings

While there is a growing empirical examination of the determinants of local budget/
fiscal transparency (e.g., Alt and Lassen, 2006; Esteller-Mor�e & Polo Otero, 2012),
only a few authors have incorporated the gender variable. De Araujo and Tejedo-
Romero (2016), using a sample of the 100 Spanish municipalities, found a positive
impact of the greater representation of women among local executives and represen-
tatives on the level of government transparency. They used a dependent variable from
TI Spain that covers several areas of government transparency (fiscal, corporate,
social, procurement and contracting). De Araujo and Tejedo-Romero (2018) built on
their earlier work, used the same sample and dependent variable, and obtained simi-
lar results. Using additional control and moderation variables they found that when
women represented the absolute majority in the local council, transparency was
reduced, while when they were represented in moderation, the variable had a positive
effect on transparency. They showed that the representation of women had a positive
effect not only on general government transparency but also exclusively on the eco-
nomic and financial transparency. Tavares and da Cruz (2020) did not explore the
gender impact on transparency but considered the more extensive context of factors
influencing the transparency of Portuguese municipalities, using the data from TI
Portugal (including economic and financial transparency dimension). They showed
that municipalities with female mayors displayed significantly higher levels of
transparency.

The gradual increase in the representation of women in politics in general is
argued to have brought about many changes in common activities and governance
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practices, especially in the more rational allocation of public funds, greater openness
and reduction in corrupt practices (Vermeir & Van Kenhove, 2008).

Based on above explained theoretical framework and empirical findings, it is worth
investigating this underexplored topic in a more extensive empirical context. This
study hypothesises that there is a positive significant relationship between women’s
political representation and the level of OLBT.

3. Research design, data, and methods

3.1. Sample and Croatian context

Researching all Croatian local governments we create a strongly balanced panel, with
six years of observations in 556 local governments (428 municipalities and 128 cities),
yielding a total of 3336 observations for each variable.

To briefly explain, Croatia is divided into: regional (20 counties) and local govern-
ments (128 cities and 428 municipalities).1 Municipalities and cities carry out activ-
ities of local importance that directly meet the needs of citizens (e.g., utilities,
primary health care, childcare, social care, spatial and urban planning, fire and civil
protection) while counties perform tasks of regional importance (e.g., economic
development, transport infrastructure, maintenance of public roads). All of them have
representative and executive bodies - municipal council, city council and county
assembly as representative, and municipality head, city mayor and county prefect as
executive bodies. They are all elected directly, by secret ballot.

There are two basic laws that regulate BT in Croatia: Budget Act and Act on the
Right of Access to Information. Local government budget, the same as the national
budget, has to be adopted and implemented, inter alia, respecting the principles of
unity and accuracy, balance, universality, budget specification or appropriate classifi-
cations, sound financial management and transparency. These laws regulate the publi-
cation of three budget documents – the enacted budget, the year-end and mid-year
reports. In order to strengthen citizen participation in budgetary processes, the
Ministry of Finance recommends timely publication of a budget proposal and of a
citizens budget, so that citizens are more quickly and easily acquainted with basic
budget concepts and planned activities.

The representation of women in local councils is below 20%, which is significantly
lower than the European average of 32% (Shreeves & Prpic, 2019). This is not sur-
prising since in Croatia, economic, political and social power and the distribution of
resources are generally unbalanced between men and women, which puts women at a
great disadvantage, especially in the labour market (Bodiroga-Vukobrat & Martinovi�c,
2017). Therefore, as part of the EU’s gender equality strategy, Croatian legislative and
strategic efforts seek to create a more gender-balanced environment in all institutional
bodies (in public and private life). The Act on Gender Equality, Art. 15, clearly states
that all levels of government must consider equal gender representation, especially
political parties, when compiling candidate lists for elections. The central government
has imposed an obligation on local governments to introduce gender quotas on can-
didate lists in local elections. However, this measure has not significantly contributed
to a greater representation of women, perhaps because the formal fulfilment of quotas
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is not enough. The selection of female candidates in local elections depends primarily
on their assigned hierarchical position on the candidate electoral list (Bodiroga-
Vukobrat & Martinovi�c, 2017). This may be reminiscent of the promotion of gender
diversity in the workplace, which is often only of a formal nature, without proper
implementation, reflecting the government’s resistance to genuine change (Greve &
Argote, 2015).

3.2. Dependent variable

The dependent variable in this paper is the Online Local Budget Transparency
(OLBT) of the Institute of Public Finance (IPF), calculated for all Croatian local gov-
ernments since 2014. The OLBT presents the availability of five key budget docu-
ments on the official websites of local governments. Depending on the availability of
these documents, each local government may have a level of BT from 0 to 5 each
year. The documents were selected in accordance with international fiscal transpar-
ency practices (see e.g., OECD, 2002) and with the Croatian legislative framework
and recommendations. Accordingly, key budget documents are:

1. Year-end report
2. Mid-year report
3. Enacted budget
4. Budget proposal
5. Citizens budget

Each November and December, IPF researchers are searching for mid-year and
year-end reports, and in February and March, for the budget proposal, enacted
budget and citizens’ budget on web sites of all local governments. This timing leaves
enough time for local governments to publish the required documents. E.g., the
executive should submit a mid-year report proposal to the representative government
by September 15, while the site search begins on November 1. Likewise, the draft
budget proposal should be submitted to the representative government by November
15, while the search for the publication begins on February 1.

There are large differences among local governments in the levels of their BT, but
improvements are visible in annual measurements (Ott et al., 2020) – e.g., in the
2014 cycle, almost 30% of local governments did not publish any of the five docu-
ments, while in the 2019 cycle, more than half of them published all five documents
(Figure 1).

For clarification, e.g., the OLBT 2019 includes the 2018 year-end report, 2019 mid-
year report, and 2020 budget proposal, enacted budget and citizens budget (all five
documents should have been published in 2019).

3.3. Independent variables of interest

The independent variables in this paper relate to female representation in representa-
tive and executive local politics. The women_councillors variable denotes the
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representation of women in local councils (in percentage), while the female_mayors
dummy variable indicates whether the local executive is headed by a woman.

The data refer to the 2013 and 2017 local elections (the source is State Electoral
Commission). In these two election cycles, the average representation of women in
the local representative bodies increased by almost 8% (from 17.3% to 25.2%).
However, women still represent only a quarter of all representatives. Regarding local
executives, in both election cycles, less than 10% of all mayors/municipal heads are
female (6.5% in 2013; 9% in 2017).

3.4. Control variables

3.4.1. Voter turnout
It is argued that a larger electoral turnout indicates a greater interest of citizens in
government decisions and activities (Caama~no-Alegre et al., 2013). On one hand,
when voter turnout is lower, government activity is less transparent (Guillam�on et al.,
2011), on the other, higher voter turnout denotes more active citizens with greater
interest in local political life. In regard with the agency relationship, a local govern-
ment will have an incentive to act more transparently if it knows that citizens are dis-
cussing and monitoring its behaviour. Therefore, in this paper, voter turnout can be
perceived as a proxy for active citizenship.

This variable represents citizen participation in the local elections of 2013 and
2017 as a percentage (the source is State Electoral Commission).

3.4.2. Left wing
A large number of authors examine the relationship between transparency and the
political ideology of government. Although the results vary according to the context,
several studies have confirmed a significant and strong relationship between fiscal/
budget transparency (F/BT) and the political ideology of the council majority and/or
incumbents (e.g., Caama~no-Alegre et al., 2013; Del Sol, 2013). Some theoretical
assumptions suggest the importance of including this variable, such as the principal-

Figure 1. Budget transparency of Croatian local governments as measured by the OLBT,
2014–2019, in %.
Source: Author based on Ott et al. (2020).
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agent model by Ferejohn’s (1999). His argument is that left-wing governments defend
a larger public sector, thus they are expected to enhance transparency.

Political ideology represents a dummy variable (the value 1 if the executive comes
from the left political spectrum, and 0 otherwise). The source of data is State
Electoral Commission.

3.4.3. Residents’ income per capita
Some features of the local area, such as the level of income of the population, may
also affect the propensity to publish budget information. Ho (2002) stresses that local
governments with residents with low per capita (pc) income are less likely to adopt
modern online information disclosure, given the weaker demand for web-based serv-
ices. Municipalities with high pc incomes face greater demand for accountability and
political monitoring (Ingram, 1984). With regard to the principal-agent relationship,
citizens with higher incomes expect quality public services, greater accountability and
transparency of public funds, as they pay more taxes than those with lower incomes
(Giroux & McLelland, 2003; Piotrowski & Van Ryzin, 2007). The citizen wealth vari-
able has been examined in several studies, showing a positive and strong relationship
with F/BT (e.g., Lowatcharin & Menifield, 2015; Styles & Tennyson, 2007).

Residents’ average annual pc income for each local government is obtained from
the Ministry of Regional Development and EU Funds.

3.4.4. Fiscal capacity per capita
According to Christiaens (1999), the greater financial capacity of local government
sends voters a signal of good governance, allowing incumbents to improve their legit-
imacy and likelihood of re-election. In line with legitimacy theory, higher local gov-
ernment taxation can encourage municipalities to become more accountable and, in
their quest for legitimacy, publish more fiscal information on how the revenues (col-
lected from taxes) are spent. Several authors have empirically confirmed the positive
relationship between municipal wealth and F/BT (e.g., Guillam�on et al., 2011; Laswad
et al., 2005).

In line with previous measurements of municipal wealth, this variable represents
the local government fiscal capacity pc, measured as operating revenues minus grants.
The source is the database of the Ministry of Finance.

The unemployment rate is used as a proxy variable for the economic conditions in
the local community to analyse the relationship between the municipal economic
situation and BT (Cuadrado-Ballesteros, 2014). As in the case of residents’ income pc,
in line with the agency theory, employed citizens expect quality public services,
greater accountability and transparency of public funds as they pay more taxes than
unemployed persons. Previous empirical findings confirm that high unemployment
rates are associated with low levels of transparency (e.g., Caama~no-Alegre et al., 2013;
Tavares & da Cruz, 2020).

We use unemployment rate for each local government, as registered by the
Croatian Employment Service.
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3.5. Research model

The main goal is to analyse the impact of women’s political representation on OLBT.
We expect to obtain comprehensive and robust results from cross-sectional analysis
(Cuadrado-Ballesteros, 2014; De Araujo & Tejedo-Romero, 2016). The panel database
consists of a 6-year period (time-series dimension) and 556 Croatian local govern-
ments (cross-sectional dimension), providing a significant number of observations
(3336) and many degrees of freedom and allowing an efficient model setup.

The specification of the model for testing the hypothesis is as follows:

OLBTit ¼ aþ b1womencouncillorsit þ b2femalemayorsit þ b3votturnoutit

þ b4leftwing it þ b5incomepcit þ b6fiscalcappcit þ b7unemplrateit þ eit; i

¼ 1, . . . , 556; t ¼ 2014, . . . , 2019

where a denotes time-invariant fixed effects, b1 and b2 are vectors of the estimated
parameters of the variables of interest, b3 - b7 are vectors of the estimated parameters
of control variables, and e is an error term.

In accordance with the count-data characteristics of the dependent variable and
the existing panel database, we apply Poisson panel data regression analysis
(Cameron & Trivedi, 2013; Hausman et al., 1984), suitable for a count dependent
variable that takes nonnegative integer values, as is the case in this study (the number
of budgetary documents published). Poisson regression is sometimes characterized by
weak exogeneity, implying that the parameters of interest can be recovered from the
conditional model only. However, we also run fixed-effects Poisson panel regression
model which can handle endogenous regressors under weak exogeneity assumption.

Because Poisson models often suffer from overdispersion issues (Greene, 2002)
that affect model interpretation, we conduct summary statistics for the dependent
variable, showing that the variance (2.71) is lower than the mean (3.07), which rejects
the existence of overdispersion. Therefore, the obtained results can be interpreted
with default standard errors.

4. Results

4.1. Descriptive analysis

Table 1 presents the basic descriptive statistics for all observed variables, first continu-
ous (panel A) and then discrete (panel B). For the variables of interest, in the
observed 6-year period (two election cycles), the percentage of women in the local
council varies considerably among local governments – from 0% to 67% – but is gen-
erally still low, with an average of 21%. In regard to the dummy variable female_-
mayors (panel B), on average, in both election cycles, only 8% of local incumbents
are women. As noted above, such a small percentage precludes a robust analysis of
the impact on BT. However, even such a figure has policy implications that support
the importance of adopting policies to promote the greater participation and repre-
sentation of women in the local executive. The dependent variable, OLBT, shows that
in the period 2014–2019, on average, 26% of local governments published all key
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budgetary documents, while 10% did not publish any of requested documents
(Table 1).

The control variables also deserve some comment. Although electoral turnout
varies across municipalities, the mean value for the two election cycles observed is
relatively small (less than 53%), leaning towards voter apathy. This is in line with
Kersting’s (2015) observation that the political participation of local residents in
Croatia is among the lowest in Europe.

Additionally, municipal development – in terms of population wealth (income pc),
municipal wealth (fiscal capacity pc) and the economic condition of the local govern-
ment (unemployment rate) – differs considerably among local governments, confirm-
ing the problem of unequal regional development (Klari�c, 2017), spatial differences
and the usual fragmentation of socioeconomic dimensions in Croatian regions
(Neja�smi�c & Njega�c, 2001). In regard to the political spectrum of local executives in
the last two election cycles, there are significantly fewer local incumbents from the
left spectrum (27%) than from the right wing (73%).

4.2. Panel data regression analysis

To examine the suitability of the fixed-effects or random-effects model, we first con-
duct the Hausman test. The results (v26 ¼ 65.54, p¼ 0.000) indicate that in our case,
the fixed-effects panel model is the most appropriate. However, by decomposing the
standard deviation into between- and within-components, the data characteristics
point to a random-effects model since the data show larger between- than within-
effects among the independent variables. Accordingly, in Table 2, we present both
fixed- and random-effects results. According to Baltagi (2005), cross-sectional
dependence and serial correlation are not an issue in micro panels (with only a few

Table 1. Descriptive statistics.
Panel A: continuous variables

Variable Obs. Mean Std. Dev. Min. Max.

women_councillors (%) 3336 21.26 12.64 0 66.67
vot_turnout (%) 3336 52.75 9.38 21.07 82.98
income_pc (HRK pc) 3336 26,553 6977 1436 53,102
fiscal_cap_pc (HRK pc) 3336 3003 2196 302 17,090
unempl_rate (%) 3336 14.06 9.59 0.41 57.92

Panel B: discrete variables

OLBT Frequency Percentage Cumulative

0 342 10.25 10.25
1 367 11.00 21.25
2 392 11.75 33.00
3 682 20.44 53.45
4 697 20.89 74.34
5 856 25.66 100.00
female_mayors
female (1) 258 7.73 7.73
male (0) 3078 92.27 100.00
left_wing
left wing (1) 894 26.80 26.80
otherwise (0) 2442 73,20 100.00

Source: Author.

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 11



years of observation and a large number of cross-sectional subjects), but they become
a problem in macro panels with a time dimension of over 20–30 years. We also per-
form a correlation matrix of the explanatory variables, which indicates a multicolli-
nearity problem between the income pc and unemployment rate variables. We
consider this issue when setting up the model.

Table 2 presents the results of panel Poisson regression for both fixed and random
effects using two different model specifications in accordance with the presence of mul-
ticollinearity issues (income pc and unemployment rate). In all these cases, the results
show that the percentage of female councillors is significant at 1% (5% in the first spe-
cification) and positively related to our dependent variable of LBT (b1 ¼ 0.007,
p¼ 0.000). Given the theoretic foundation of Poisson regression (eb1 ¼ e0.007 ¼ 1.007),
this can be interpreted as: a 1% rise of female councillors representation is associated
with an increase in the OLBT by a factor of 1.007, or alternatively, a 1% rise of female
councillors representation is associated with an increase in the OLBT by 0.7%
(1.007–1¼ 0.007�100¼ 0.7%). We do not find a significant relationship between female
mayors and OLBT. It should be noted that the representation of female mayors in the
Croatian local executive is extremely low, less than 8%. As Derks et al. (2016) suggest,
in a low gender balance environment, some female leaders may take on male leader-
ship characteristics to cope with social identity threats (the queen bee phenomenon).

Our hypothesis about the positive relationship between women’s political represen-
tation and OLBT is confirmed at the level of the local representative body. A high
share of female councillors has a positive effect on the level of OLBT. This is consist-
ent with the above-presented social role and expectation states theories, pointing out
that women bring new perspectives and attitudes towards budgetary processes and
information disclosure (Beck, 2001; Fox & Schuhmann, 1999). As argued by
Rosenthal (2000), female politicians find it easier to address information asymmetry,

Table 2. Determinants of local government budget transparency – panel data Poisson regression.

OLBT

Fixed effects Random effects

(1) (2) (1) (2)

women_councillors 0.004
(2.55)��

0.007 (4.55)��� 0.007
(6.26)���

0.007
(6.79)���

female_mayors �0.026
(�0.31)

�0.043
(�0.51)

�0.016
(�0.33)

�0.042
(�0.85)

vot_turnout �0.003
(�0.87)

�0.004
(�1.53)

�0.011
(�6.93)���

�0.009
(�5.69)���

left_wing �0.043
(�0.78)

�0.047
(�1.53)

�0.030
(�0.97)

�0.027
(�0.89)

income_pc 0.00008 (15.12)��� 0.00003 (12.90)���
fiscal_cap_pc �0.00003

(�1.87)�
�0.00002
(�1.14)

0.00002
(2.07)��

0.000008
(1.17)

unempl_rate �0.060
(�18.29)���

�0.028
(�15.64)���

_cons 1.874
(19.74)���

0.520
(4.83)���

LR/Wald Chi2 685.57��� 595.53��� 512.49��� 422.32���
Observations 3,330 3,329 3,336 3,335
Number of groups 555 555 556 556

Z-values in parentheses. Significance:
���

1%,
��
5%,

�
10%.

Source: Author.
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as they have a more transparent and inclusive approach towards their electorate.
Since transparency and accountability are common combinations of good governance,
by proactively disclosing information, women may enhance the legitimacy of their
actions and allow them to be monitored (Rosenthal, 2000). Our results are in line
with previous empirical findings on the impact of women’s political representation
on local government transparency (De Araujo & Tejedo-Romero, 2016, 2018).

We also calculate the effect of female councillors’ representation on mandatory
and voluntary disclosure separately. Using the same variables as in the main model,
we transform the dependent variable OLBT – so we have a dummy if the local gov-
ernment publishes all voluntary documents, and a dummy if it publishes all manda-
tory documents. The panel logistic regression results confirm the Poisson results,
with a slightly stronger parameter coefficient regarding the voluntary disclosure. This
confirms the previous theoretical assumption that women are more proactive in dis-
closing information, as found both in mandatory and voluntary segments of BT.
These results are available upon request.

Regarding the control variables, income pc and the unemployment rate show the
strongest and most consistent results in both the fixed- and random-effects models.
The results indicate that high residents’ income pc, as a proxy for citizens’ wealth, con-
tributes to high BT levels. Namely, it is argued that local governments with high pc
incomes face a greater demand for accountability and political monitoring (Ingram,
1984), which is why they prove their legitimacy through transparency channels. The
unemployment rate variable, as a proxy for local economic conditions, shows that high
unemployment also has an adverse effect on transparency. This is backed up by previ-
ous findings (e.g., Caama~no-Alegre et al., 2013; De Araujo & Tejedo-Romero, 2016).

Regarding the participation in local elections, as measured by voter turnout, we
can conclude that low turnout leads to high levels of BT (b1 ¼ �0.011, p¼ 0.000, in
the RE model). In fact, it is argued that a low electoral turnout often indicates voter
apathy, and opportunistic incumbents increase transparency to stimulate the elector-
ate and increase the likelihood of their re-election by obtaining a larger pool of pos-
sible votes (De Araujo & Tejedo-Romero, 2016). By publishing more information and
reducing information asymmetry, local executives promote government legitimacy
and indirectly influence the increase in citizens’ trust in government, which in turn
leads more citizens to vote (Pina et al., 2010).

The results for women_councillors variable are robust to a variety of different
specifications and control variables. By replacing existing control variables with some
others - estimated population, age and education of local incumbent - the coefficient
of the women_councillors variable remains positive and significant. The results also
hold for alternative codings and data sets, e.g., looking at municipalities and cities
separately. The female_mayor variable remains non-significant.

5. Discussion and conclusion

The progress in fiscal transparency worldwide can be attributed not only to the
ongoing activities of global transparency initiatives but also to national and subna-
tional efforts and readiness to disclose fiscal/budget data digitally.
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As part of the approach to measuring actual BT, this paper looks at the availability
of five key budget documents on the websites of all Croatian local governments. The
OLBT in Croatia is improving from year to year, positively contributing to improv-
ing governance.

Over the period during which OLBT was measured, two local elections were held
in Croatia, in 2013 and 2017, offering an often-neglected output – the underrepresen-
tation of women in the local executive and representative bodies. Despite small
improvements, there is still a large gender imbalance in Croatian local governments.
In 2017, women represented only one-quarter of local representatives and less than
10% of local executives. Since females, in accordance with the presented social role
and expectation states theories, are perceived in political spheres and decision-making
to be more inclusive, more accessible, more willing to have their actions monitored,
more proactive and more transparent, as a logical sequence, in this paper, we exam-
ined the impact of the local political representation of women on the level of BT.

The main results showed that a high share of women in the local representative
body positively affects the level of local government BT. We also find that women are
more transparent when it comes to both mandatory and voluntary elements of
OLBT. We find a slightly stronger parameter coefficient in regard to voluntary dis-
closure, indicating that women are more sensitive and responsive to proactive disclos-
ure than men. This is in line with the gender stereotypes literature (social role and
expectation states theories), pointing out that female politicians bring new ’modus
operandi’ and attitudes towards budgetary processes and information disclosure
(Beck, 2001; Fox & Schuhmann, 1999). As argued by Rosenthal (2000), female politi-
cians find it easier to address information asymmetry, as they have a more transpar-
ent and inclusive approach towards their electorate. These results reinforce gender
stereotypes theories suggesting that women do seem to adjust their attitudes and
behaviours according to gender role requirements. Furthermore, we found that other
factors affect the level of OLBT: the economic situation in the municipality
(unemployment rate), the wealth of citizens (income per capita) and the political
engagement of voters (electoral turnout).

This study contributes to the literature by exploring the impact of newly-estab-
lished OLBT measure on the women political representation at the local government
level. To our knowledge, apart from the above-mentioned two studies in Spain, this
is the first such study in the rest of Europe, particularly important as Croatia is a
relatively new democracy and new EU member. The importance of the contribution
also stems from the factuality that our empirical findings are in line with the pre-
sented social role and expectation states theories, which recognize the differences
between women and men, based on their social (gender) stereotypes.

We can point out several implications of this study. Apart from the gender quotas
on candidate lists in local elections, the central government should consider other
channels to correct the gender imbalances in political life, like better assigning wom-
en’s hierarchical positions on the candidate electoral list and continuously promoting
activities that encourage gender-balanced representation. All levels of government and
especially political parties, should adhere to gender-balanced representation when
compiling candidate lists for elections, if they wish to influence openness across the
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budget and fiscal cycle. Women themselves need to take responsibility and become
motivated to enter political life, such as getting involved politically and being open to
running in local elections.

Our findings show the value of examining the influence of women’s political repre-
sentation on OLBT as an important part of local decision-making. The main limita-
tion of the study may be the quantitative nature of the OLBT which measures only
the availability of the documents. Further research might incorporate the quality of
these documents and/or focuse on the regional or national levels of government, or
use some other transparency measure. Future similar studies, especially in the CEE
countries, may build on this pioneer paper and examine the possibility of applying
OLBT in their own country.
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