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ABSTRACT

Thispapercontributes to thescarce literatureone-government transparency inCentralAmerica
byanalyzingtheimpactofpolitical,financialandsocio-economicfactorsonmunicipalfinancial
e-transparencyinHonduras.Thesamplecovers86Honduranmunicipalitiesin2016-17.Thedata
showaweakimpactofideologyandmayor’sgenderone-transparency,withprogressivegovernments
andmenachievingmoree-transparency.Municipalitiesreceivingmoretransfersaremoretransparent.
Takingallfinancialvariablestogether,thedataareinlinewiththeTheoryofFiscalIllusionandthe
TheoryofAgency,sincemunicipalitiesarenotreportinggreaterlevelsoftaxes,deficit,anddebtto
theirtaxpayers.Honduranmunicipalitiesareonlyconcernedaboutmeetingcentralgovernmentlegal
requirementsabouttransfersreceived.Thefactthatmunicipalitiesdonotincreasee-transparencyto
beheldaccountablebytheircitizensisagainsttheassumptionsoftheTheoryofLegitimacy.Finally,
largermunicipalitiesandwithgreaterincomearemorefiscallytransparent.
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1. INTRoDUCTIoN

Transparencyandaccesstopublicinformationareconsideredessentialfortheproperfunctioning
ofgovernments(Sáez-Martín,López-HernandezandCaba-Perez2017).Publicsectortransparency
isrequiredbyStatelegislationasawaytoguaranteetheunderstandingoftheapplicationofpublic
policies,toreduceuncertainty,topromotecitizenparticipationanddemocracy(Lee2017).

Ontheonehand,atransparentfiscalsystemencouragespoliticianstoadoptbetterpoliciesthat
consolidateasustainablefiscalsystem(ArbatliandEscolano2015).Ontheother,itimprovespublic
debate.Khadjavi,LangeandNicklisch(2017)pointout that transparencypromotes the integrity
ofpublicofficials, thus reducing the riskofcorruption.Similarly,Cucciniello,Porumbescuand
Grimmelikhuijsen(2017)showthatgreatertransparencyresultsinlowercorruption.Theseauthors
alsofindapositiverelationshipbetweentransparencyandfinancialmanagement.

InLatinAmerica,withhighlevelsofcorruption,lowlevelofeconomicandhumandevelopment,
recentlegislationisseekinggreaterdisclosureandtransparencywebsites.AccordingtoGarcía-Tabuyo,
Sáez-MartínandCaba-Pérez(2016),thisfactismoreevidentinCentralAmericacountries,thatrank
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asthemostcorruptcountriesinLatinAmerica,buthavepassedlawsoffreeaccesstoinformation,
asawaytopromoteacultureoftransparency.Despitethesetransparencylegislations,thelegacyof
authoritarianismandopacityisstillreflectedinmostofCentralAmericacountries(Michener2015).

Consideringtheimpactofmunicipalpoliciesoncitizens’lives,municipaldecisionsoughtto
betransparent.Thegreaterthemunicipaltransparency,thegreaterthecitizens’confidenceintheir
authorities(MohelskáandSokolová2017).AslimandNeyapti(2017)arguethat,toincreaseefficiency
andwell-being,theremustbeacomplementaritybetweenfiscaldecentralizationandmechanisms
thatguaranteeaccountabilityandtransparencyatthelocallevel.

Cucciniello,PorumbescuandGrimmelikhuijsen(2017)showaresearchgapintransparencyin
LatinAmerica.NearlyhalfofallresearchonthistopicfocusesonEuropeandNorthAmerica,and
thatonly5percentofthearticlescorrespondtoLatinAmerica(8articlesof164).Similarly,deWidt
(2016)pointsoutthat,inspiteofthequantityofpublicfundsinvolved,localgovernmentsreceive
limitedacademicattention.Thereasonistwofold.First,themeasurementoftransparencyisacomplex
issue,whichevenbecomesmoreproblematicatthesub-nationallevel.Second,gettingreliabledata
isadifficulttask.Therefore,tofillthisgap,webuildourvariableone-transparencybasedonthe
Honduran official website of municipal financial transparency (https://portalunico.iaip.gob.hn/).
Basedonthise-transparencyvariable,thisarticlestudiesthepolitical,financialandsocioeconomic
determinantsofmunicipalfinanciale-transparencyon86municipalities,for2016and2017.

Thepaperisorganizedasfollows.Section2discussestheliterature.Section3describesthe
Honduranmunicipalsector.Section4addresses theresearchdesignandmethodology.Section5
presentstheregressionsanddiscussestheempiricalresults.Finally,section6summarizesconclusions
andproposesfurtherresearch.

2. LITERATURE oN TRANSPARENCy

2.1. Theoretical Background
Thissectionfocusesonthreetheoriesthatexplainthepracticesoftransparencyonasmallerorlarger
scaleaccordingtotheinterestsofthoseinvolved:Theory of Legitimacy,Theory of Fiscal Illusion
andTheory of Agency.

Inthefirstplace,fromtheperspectiveoftheTheory of Legitimacy(BrownandDeegan1998;
Marcuccio and Steccolini 2009; Suchman 1995), local governments must exercise their actions
withinthesociallyacceptedparametersandincoherencewithcitizens’expectations.Therefore,if
localgovernmentsoperateinagreementwithsocialvalues,legitimationisanattainableobjective
(Brusca,ManesRossiandAversano2016).Underthisview,thevalidityoftheinstitutionsovertime
requirestakeholders’supportandapproval.

The Theory of Legitimacy focuses on the administrators’ decisions to disclose information,
whichispublishedwiththeaimofmodifyingcitizens’perceptionsofgovernmentsandtoincrease
thelegitimacyoftheiractions(Alcaraz-Quiles,Navarro-GaleraandOrtiz-Rodríguez2015).Public
decision-makerscanincreasetheirlevelsoflegitimacyjustbyreasonablyjustifyingtheirdecisions
throughtransparency(deFineLicht2014).

That is how the Theory of Legitimacy explains the growing interest in transparency and
accountability:peoplewithgreater access to information that concerns them,aremore likely to
acceptpoliticaldecisions,providedtheyaregivenavalidreasoningonwhichthesedecisionsare
based.Thatis,transparencyincreasestheperceptionoflegitimacyaslongasthistransparencyis
rational(thatoffersuserssufficientreasonsorjustificationsfortheactionscarriedout),insteadofa
massivedisclosurerelatedtodecision-making.AsnotedbydaCruzetal.(2016),largeamountsof
detailedinformationcanbeanoverwhelmingfactorforthepublic,whichcangeneratefrustration
anddisappointmentforusers,andtherefore,adverseconsequencesforperceivedlegitimacy.



International Journal of Public Administration in the Digital Age
Volume 7 • Issue 2 • April-June 2020

25

Inthesamevein,Brusca,ManesRossiandAversano(2016)andAlcaide-Muñoz,Rodríguez-
BolívarandLópez-Hernández(2017)statethatthelegitimacyofgovernments’policiesisinfluenced
byinformationdisclosuretostakeholdersandthatthegreatertheprobabilityofunpopulareffectsof
adecision,thegreatertheneedtoinfluencetheprocessthroughinformationpublicity.Additionally,
localgovernmentsinfiscaldistressaremoreexposedtofinancialcrisis,therefore,onewaytopreserve
legitimacyandtorespondtostakeholders’needsistoincreasetheirlevelsoftransparencyonthe
sustainabilityoftheiractions(Alcaraz-Quiles,Navarro-GaleraandOrtiz-Rodríguez2015).

ThefollowingtheoryistheTheory of Fiscal Illusion,which,accordingtoAlesinaandPerotti
(1996),statesthatpoliticiansarenotencouragedtoadoptmoretransparentpractices.Thistheoryis
basedontaxpayers’inabilitytointernalizethecostsofpublicprograms.Citizenstendtooverestimate
the benefits of public spending and underestimate the costs of taxes, both present and future.
Additionally,Cuadrado-Ballesteros(2014)statesthatpoliticiansalsotendtousepublicdebttogenerate
fiscalillusion,undertheassumptionthattaxpayersdonotestablishanadequaterelationshipbetween
thecostofpublicgoodsandservices(theyareunderestimated)andtheamountoftaxes.Thiscauses
greaterdemandonthepartofcitizensandthereforeanincreaseinpublicspending.Atthispoint,the
taxpayerisnotawarethatifthisexpenditureisfinancedbydebt,futuretaxeswillservicethatdebt.

Additionally, fiscal illusion is a useful tool for politicians to attract voters. Turnbull (1998)
concludes that fiscal illusion in local public finances underestimates the real value of taxes, so
taxpayersendupsupportinggreatergovernmentspending,whichtheywouldnotsupporthadthey
hadcompleteinformation.Infact,BentonandSmith(2017)pointoutthatelectorallyopportunistic
incumbentstendtogeneratetheillusionofeconomicbenefitsforvoters,whichleadstoanincrease
infiscalexpendituresinelectoralperiods,asawaytomaintainthisimpression.Sincetaxpayersdo
notinternalizethefinancialcostofservicingthatdebt,thismayimplyanincreaseofpublicspending
andlong-termdebtforelectoralpurposes.

In other words, Alesina and Perotti (1995) point out that opportunist politicians who seek
reelection,takeadvantageofthisconfusionbyincreasingspendinginsteadoftaxesandthusplease
the“fiscallyilluded”.Thus,thisconfusionandlackoftransparencycangenerateadverseeffectsin
theeffectivebudgetmanagement,andthiscanbemoreevidentwhenfiscaladjustmentsareneeded.
Baekgaard,SerritzlewandBlom-Hansen(2016)claimthatlackofinformation(keydata)leadsto
excessivepublicbudgets,sinceitmakestaxpayersunderestimatecostsoroverestimaterevenues.

Finally,theTheory of Agency(Ferejohn1986)stemsfromthediscrepancyofinterestsbetween
theprincipal(citizen)andtheagent(politician)andfromtheimperfectinformationtheprincipal
receivesfromtheagent.Thisforcespublicofficialstobeaccountablefortheiractionsandtoverify
thattheyhaveactedinaccordancewiththeirresponsibilities(Alcaide-Muñoz,Rodríguez-Bolivar
andLópez-Hernández2017).Followingtheseauthors,thistheorypromotestheuseofgovernment
financialstatementsasatooltoinformcitizensabouttheactionsexecutedbyincumbents.

AccordingtoAlesinaandPerotti(1995),informationasymmetriesbetweencitizensandpoliticians
canbeusedbyopportunisticpoliticianswithaviewtore-election.Inthiscase,transparencybecomes
amechanismthatcanreducetheseinformationinequalities.Hollyer,RosendorffandVreeland(2015)
pointoutthat,astransparencyincreases,votersaremorelikelytoelectorallypunishlow-performing
leadersandreplacethemwithhigh-performers.

2.2. Political Factors
Thissectiondescribesotherpoliticalfactorswithanimpactone-transparency,apartfromthetheories
explainedontheprevioussection.

Alt,LassenandRose(2006),inaUSsurvey,showthatmoreegalitarianpoliticalcompetitionand
powersharingarerelatedtohigherlevelsinfinancialtransparency.Similarly,ArbatliandEscolano
(2015)arguethatcountrieswithgreaterpoliticalrotationhavegreaterfinancialtransparency.This
isbecausetherulingpoliticalpartieshavemoreincentivestoimplementreformsthatstrengthen
transparency,whentheyperceivehighchancesoffailingtobere-elected.Suchreforms,according



International Journal of Public Administration in the Digital Age
Volume 7 • Issue 2 • April-June 2020

26

toBerlinerandErlich (2015),becomeameans tomonitor futuregovernments, in theevent that
currentincumbentslosepower.Atthelocallevel,BearfieldandBowman(2017)arguethatcities
thatexperiencehigherlevelsofpoliticalcompetitionarealsomorelikelytobemoretransparent.
Additionally, the accountability and transparency of the public sector is greater with minority
governments,sincegenerallythepoliticalparties,fulfillingtheirroleasfinancialcontrollersand
effectiveopposition,requestcompletedisclosureofpublicfinancialinformationfromthegovernment
(Alcaide-Muñoz,Rodríguez-BolivarandLópez-Hernández2017).

Furthermore,regardingpartisanship,Gandía,MarrahíandHuguet(2016),BearfieldandBowman
(2017)andCuadrado-Ballesteros(2014)findthatleftistmunicipalgovernmentsaremoretransparent,
whileGarcía-Tabuyo,Sáez-MartínandCaba-Pérez(2016)findnoimpactofpoliticalideologyon
transparency.Inpartisanmodels,leftistpartiesareexpectedtofavoralargergovernmentandhaveless
resistancetothepublicdeficitcomparedtoright-wingparties(Gupta,LiuandMulas-Granados2016).

PiotrowskiandvanRyzin(2007)andLee(2017)argue thatgovernment transparency isnot
connectedwithpartisanship,becauseitissupportedbybothDemocratsandRepublicans.Thepoint
isonthekindofinformationeachpartywantstodisclose.Ontheonehand,conservativesaremore
interestedinaccesstoinformationonsecurityandsafety,whileliberalsaremoreconcernedabout
transparencyasanindicatorofgoodgovernance.Furthermore,PiotrowskiandvanRyzin(2007)
showconservativesquestiontheneedfortransparencymorethanliberals.

Finally,AraujoandTejedo-Romero(2016,2018)pointoutthatwomenhavemoreethicalconcerns
thanmen,whichisanimportantattitudethatencouragesmoretransparencyandreducesmunicipal
informationasymmetry.InthetransparencydemandmodeldevelopedbyPiotrowskiandvanRyzin
(2007),andconsideringthecitizens,beingawomanwasthemostdeterminingfactorinthedemand
forinformationonhealthandsafetyissues.

2.3. Indicators of Financial Condition
Not only political features, but also financial indicators may explain government transparency.
Alt,Lassen,andRose(2006)includethemunicipaldeficit,debt,andgeneralincomepercapitaas
explanatoryfactorsoffinancialtransparency.Theirresultsshowthatbothhigherdeficitsandlarger
surpluses contribute to greater transparency. This feature indicates that in bad times, politicians
needtoexplainandjustifytheiractions,andingoodtimes,theywanttoreportittoincreasetheir
reputation.Inthecaseofdebt,theyfindanegativerelationshipbetweentransparencyanddebt,that
is,greaterdebt,lesstransparency.AccordingtoIrwin(2015),fewgovernmentspublishinformation
onpublicdebt,whichhasgenerateddemandforgreaterbudgettransparency.Thesedemandsinclude
acorrectmeasurementofdebtandgovernmentdeficit,aswellastheperiodicpublicationofbudgets
andaccounts,crediblefiscalforecastsandopportunitiesforcitizenstoparticipateinbudgetdecisions.

AccordingtoAltandLassen(2006),atransparentbudgetaryprocessistheonethatprovides
clearinformation.Budgetswithnumerousspecialaccountsandnothavingconsolidatedallfiscal
activityinaconsistentmanner,arenottransparent.Infact,thosebudgetsthatarereadilyavailable
tothepublicandthosethatreportdetailsonpolicymakingaretransparent.Therefore,anadequate
recordofdeficitanddebtwouldcausepositiveeffectsintermsoftransparencyinthesocialdebate,
byshowingtheroleofgovernmentintheeconomy(Reviglio2001).

Alcaide-Muñoz,Rodríguez-BolivarandLópez-Hernández (2017) show that, if indebtedness
increases,politiciansturntodifferentinformationdisseminationchannels,asawaytodemonstrate
thegovernment’sability toservice thedebt. In thesamevein,Serrano-Cinca,Rueda-Tomásand
Portillo-Tarragona(2009)statethat,undertheagencytheory,whengovernmentsresorttodebt,they
disclosemorefinancialinformation,becausetheywanttominimizeconflictsofinterestbetween
creditorsandpoliticians.However,Cuadrado-Ballesteros(2014)affirmsthatthelowestdebtlevels
arerelatedtothemosttransparentlocalgovernments.Incontrasttothesefindings,Brusca,Manes
RossiandAversano(2016)showthatpercapitadebthasnoinfluenceonItalianlocalgovernments’
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transparency. The same conclusion is reported by García-Tabuyo, Saez-Martin and Caba-Perez
(2017),referredtocountries.

Government transfershavealsobeenconsideredasapossibledeterminantof thedisclosure
offinancialinformationbytheliterature.Accordingtotheagency’stheory,thefundsreceivedby
localgovernments fromcentralgovernmentsobliges them to reportanddisclose informationon
theuseofthesefunds,withtheintentionofshowingthatpublicofficialshaveactedaccordingto
their responsibilities (Alcaide-Muñoz, Rodríguez-Bolívar and López-Hernández 2017; Brusca,
ManesRossiandAversano2016;García-Tabuyo,Saez-MartinandCaba-Perez2017).Reinikkaand
Svensson(2005)showarelationshipbetweengovernment transfersandtransparencyinUganda.
ThroughasurveyconductedbytheWorldBankandtheGovernmentofUganda,theydiscoveredthat
alowpercentageoffundstransferredbythecentralgovernmenttoimprovelocalschools,reached
itsdestination.Corruptdistrictofficialsdivertedfunds.Inviewofthisfact,thegovernmentbegan
topublishbudgetsandreportsonthesetransfersinnationalandlocalnewspapersandonbulletin
boards.Afterthatdecision,disbursementsarrivingtoschoolsincreasedfromanaverageof24per
centin1995to80percentin2001.

Incontrasttothesefindings,Alcaraz-Quiles,Navarro-GaleraandOrtiz-Rodríguez(2015),donot
reportasignificantassociationbetweentransfersandinformationdisclosure.Brusca,ManesRossi
andAversano(2016)statethat,intimesofausterity,governmenttransfersandrevenuesplummet
andthatalthoughlocalgovernmentsincreasetaxes,theyarenotenoughtobalancethebudget.As
aconsequence,totalincomeisreducedeveryyearandinviewofthissituation,thetheorysuggests
thatinstitutionsshouldprovidemoredetailedexplanationsontheuseoffinancialresources.

Finally,thecapacityofthemunicipalitytogenerateincomehasalsobeenconsideredinother
studies on transparency. Alcaraz-Quiles, Navarro-Galera and Ortiz-Rodríguez (2015) find that
transparencyissignificantlyaffectedby:first,thefinancialautonomy,whichisrelatedpositively;
secondly,thefiscalpressurethatisinverselyrelatedtotransparency.Theseauthorsconcludethat
municipalitieswithhighertaxesaremoretransparent.Brusca,ManesRossiandAversano(2016)
showthatmunicipalitiesthathaveincreasedthetaxburdenofferlessinformation.Fromthepoint
ofviewoftheagencytheory,itispossibletorelateanincreaseinpercapitataxburden,withthe
disclosureofinformation.Taxpayerswanttoknowhowtheirtaxeshavebeenspent.Consequently,
limited transparency can increase the gap for the misappropriation of tax revenues, leading to
corruption(Tsani2015).

2.4. Socioeconomic Factors
Populationisoneofthemainvariablesscholarshaverelatedtotransparency.AccordingtoCohen
etal.(2017),totheextentthatmunicipalities’populationgrows,it isexpectedagreaterdemand
forservicesandaccordingly,greatertaxesandfeestofundtheseservices.Therefore,citizenswill
demandmoreinformationtocontrolwhetherthegovernmentfulfillsitsduties(GirouxandMcLelland
2003).Additionally,inlargecities,thenumberandvarietyofstakeholdersisgreater,aswellasthe
probabilityofagreaternumberofhighlyeducatedcitizens,whichcontributestoanenvironmentwith
highlevelsofgovernmentinformationexchangeandparticipation(Ingrams2017).

OtherstudiessuchasAlcaraz-Quiles,Navarro-GaleraandOrtiz-Rodríguez(2015),Bearfieldand
Bowman(2017)andNavarro-Galera,Alcaraz-QuilesandOrtiz-Rodríguez(2016)indicatethatthe
disclosureofinformationissignificantlyandpositivelyaffectedbypopulation.However,incontrast
to these findings, García-Tabuyo, Sáez-Martín and Caba-Pérez (2016) conclude that municipal
populationisnotadeterminingfactorinthedisseminationofinformation.Similarly,daCruzetal.
(2016)findthatthelargestPortuguesecitiesarefarfrombeingthemosttransparent.

Anothersocioeconomicfactorconsideredbytheempiricalliteratureontransparencyispercapita
income.Pina,TorresandRoyo(2010)assumethatmunicipalitieswithhighincomepercapitaare
likelytohavemoreeducatedpopulation.Consequently,thesepeoplewillhavegreaterinterestin
democraticvaluessuchastransparency,accountabilityandmanagementoflocalfinances.Therefore,
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theywilldemandmorefiscalinformation.Theresultsobtainedinotherstudies(Alcaide-Muñoz,
Rodríguez-BolívarandLópez-Hernández2017;GirouxandMcLelland2003;Laswad,Fisherand
Oyelere2005)confirmthatmunicipalwealthisavariablepositivelyrelatedtothedisclosureofpublic
information.Alongthesamelines,Hameed(2005),showsthatthemosttransparentcountriesare
alsothosewithhighereconomiclevel.

3. LoCAL GoVERNMENTS IN HoNDURAS

TheHonduranpublicsectorisorganizedintothreelevels:CentralState,RegionalGovernments(18
departmentsorregions)andlocalgovernments(298municipalities).Therelationshipamongthem
isbaseduponcompetences,notuponhierarchy.

Each municipality is ruled by a municipal corporation, endowed with legal personality and
presided by a mayor, who is directly elected by the citizens. The electoral system is based on
proportionalrepresentation.Themunicipalelectionsofmorethan2,000councilorsareheldevery
fouryears,accordingtothenumberofinhabitantspermunicipality.Municipalitieswithlessthan
5,000inhabitants:4councilors,from5,001to10,000inhabitants:6councilors,from10,001to80,000
inhabitants:8councilorsandmorethan80,000inhabitants10councilors.

InHonduras,politicalpartiesatthenationallevel(9)alsooperateatthemunicipallevel,underan
essentiallybipartisansystem.TheoldestandmostpredominantpoliticalpartiesaretheLiberalParty
(Progressive)andtheNationalParty(Conservative),whichhavesharednationalpoweralternatively
sincedemocracycametoHonduras.Thesetwopoliticalpartiesrepresentaround75percentofthe
totalnumberofcouncilorsinoursample.

Municipalitiesareresponsiblefor,amongothers:designandexecutionofmunicipaldevelopment
plans,municipalsanitation,drinkingwaterdistribution,sewerage,publicroads,provisionoflocal
publicservices.

In2014,ofthetotalofmunicipalities,234(79percent)areabovethelegalexpenditureceiling,
4municipalitiesshowbalancedbudgetsand60(20percent)arebelowthelegalexpenditureceiling.
Inaddition,totaltransfersfromcentralgovernmenttomunicipalitiesin2014accountforaround1
percentofGDP,whiletotalmunicipalexpendituresrepresentaround3percentofGDP.

Takingthesedataintoaccount,municipalitiesareexpectedtobehighlytransparentabouttheir
financialcondition.Inaddition,thelawofmunicipalitiesofHondurasincludes,asoneoftheobjectives
ofthemunicipality,thepromotionoftheparticipationofthecommunityinthedecisionmakingand
requirestheholdingof,atleast,fiveopencouncilsessionsperyear.

4. METHoDoLoGy

4.1. Sample and Variables
Ourstudyconsiderstheonly86Honduranmunicipalitiesavailable,i.e.,thosethatareincludedin
theofficialgovernmente-transparencywebsite,fortheyears2016and2017.

Thissectionfocusesmainlyonthedescriptionofthevariable“financialtransparency”,which
istheonlyoneconstructedonpurposeforthisarticle.Webuiltthevariablesone-transparencyby
consultingdataontheaforementionedwebsite.Weidentifyaglobale-transparencyindex(globtran)
astheadditionofthesethreedimensions:accountability(tran_acc),finance(tran_fin)andbudget
(tran_bud).Eachdimensionaccountsforthenumberofdocumentsuploadedtothewebsite.Table1
showsthedefinitionofthevariablesandtheirdescriptivestatisticsandTable2reportscorrelations.

Allexplanatoryvariablesaretwo-yearlagged,i.e.,theyreferto2014and2015.Thereasonis
fourfold.First,therearenodataonmostoffinancialandbudgetaryvariablesfor2016and2017.
Second,asindicatedbyManski(1993),socialforcesactontheindividualwithalag.Third,and
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aspointedoutbyEdmarkandÅgren(2008),inmunicipaldata,laggedvaluesofalleconomicand
demographiccovariatesmaybeconsidered.Fourth,someofthereportsuploadedtothewebsiteby
themunicipalitiesrefertopreviousyears.

In accordance with the literature revised in section 2, the determinants of the municipal
financialtransparencyarepolitical,financialandsocio-economic.Ourvariableshavebeenclassified
accordingly.Thepoliticalvariablesstemfrom2013municipalelectionsinHonduras:mayors’political
ideology (ideology), political strength of the municipal government (majority) and the mayor’s
gender(mayor_gender).Theindicatorsoffinancialconditioninclude:transfersreceivedpercapita
(r_transfpc),taxescollectedpercapita(r_revenue1pcandr_revenue2pc),municipaldebtpercapita
(r_debtpc)anddeficit(r_deficitpc).Thesocio-economicfeaturesconsideredarepopulation(lnpopul)
andincomepercapita(lnr_income).

Table 1. Descriptive statistics

Variable Description Mean St. dev. Min. Max.

Dependent

globtran tran_acc+tran_fin+tran_buda 77.2849 56.1310 0 198

tran_acc
Sumoftheannualaccountabilityreports
postedontheweb(operations,purchasing,
revenues,expenditures,capital)a

15.5152 10.7735 0 38

tran_fin

Sumoftheannualfinancialreportsposted
ontheweb(balance,netincome,transfers,
non-financialinvestments,financial
investments,debtanddelinquency)a

40.1386 30.9999 0 113

tran_bud
Sumoftheannualbudgetreports
publishedontheweb(actualandbudgeted
expendituresandrevenues)a

22.07831 17.2988 0 60

political

ideology

Politicalideologyofthemayor(2013
elections).Dummyvariablewithvalue0
ifleftistmayorandvalue1ifconservative
mayor.b

.6208 .4856 0 1

majority

Whetherthemayor’spartyholdsmajority
inthemunicipalcouncil(2013elections).
Dummyvariablewithvalue0ifnoabsolute
majorityandvalue1ifabsolutemajority.b

.6443 .4791 0 1

mayor_gender Dummyvariableformayor’ssex.Value0
forwomanand1forman(2013elections).b .9362 .2445 0 1

financial

r_revenue1pc Municipaldirecttax+indirecttaxper
capita(2002realLempira).c 52.7595 84.9816 2.1946 1189.7450

r_revenue2pc Municipaldirecttax+indirecttax+fees
percapita(2002realLempira).c 89.3658 126.0047 2.9264 1222.9640

r_debtpc Municipaldebtpercapita(2002real
Lempira).c 28.1378 117.1818 0 1636

r_deficitpc1 Municipaldeficitpercapita(2002real
Lempira).c 144.8869 297.2458 -402.4257 3094.847

r_transfpc Transfersreceivedfromcentralgovernment
percapita(2002realLempira).c 706.2522 708.3296 0 6947.7670

socio-economic

lnpopul Populationofthemunicipality(natural
logarithm).d 9.5030 1.0107 7.0014 13.9897

lnr_income Municipalincomepercapita(2002real
Lempira).d 6.4987 .5009 5.0104 7.6843

aRetrievedfromtheHondurasmunicipaltransparencyportal(https://portalunico.iaip.gob.hn/).bObtainedfromtheHondurasSupremeElectoral
Court.cFromtheHondurasMinistryofFinance.dTakenfromtheHondurasStatisticsNationalInstitute.
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4.2. Main Model and Robustness Checks
Regardingtheeconometricmodel,werunordinaryleastsquares(OLS)forthemainregressionand
thefirstrobustnesscheckandtwo-stageleastsquares(2SLS)regressionsforthesecondandthird
robustnesschecks.

Thereasonforusing2SLS lies in thepossibleendogeneityofonevariable:r_transfpc. Ifa
municipalityisverytransparent,itmayenhancethewillingnessofthedonorgovernmenttoprovide
moretransferstotherecipientgovernment.Wemustbearinmindthatoneoftheusualrequirements
recipientgovernmentsmustachieveistoprovidefulldisclosuretothedonorgovernment.Inagreement
withtheusualeconometricprocedures,wehavetakenseverallagsofr_transfpcandtheremaining
independentvariables.

Themainmodelfollowsthisordinaryleastsquares(OLS)regression:

yit = γ + å βj xjit + ci + εit (1)

whereyitrepresentsmunicipale-transparencyindicators(globtran,tran_acc,tran_fin,tran_bud).γis
theintercept,xjitisthevectorofexplanatoryvariablesandβjisavectorofparameterstobeestimated.
Tocontrolforfixedregionaleffects,weintroduceci(18-1dummyvariablesaccountingforthe18
Honduranregions).Theerrortermisεit.Subscriptsiandtrepresentmunicipality(1to86)andtime
(2016and2017),respectively.

Additionally,werun three robustnesschecks.Thefirstone is runalsounderOLSand tests
the stability of our model under a different measurement for municipal revenues (r_revenue1pc
vs.r_revenue2pc).Honduranlegislationmakestransfersfromcentralgovernmentconditionalupon
thesubmissionofspecificmunicipalfinancialreportstothecentralgovernment.Thislegislation
makesusassumeapotentialendogeneityofthevariabler_transfpc.Therefore,thesecondandthird
robustnesschecksdealwithbothr_revenue1pcandr_revenue2pcplustheendogeneityoftransfers,
whichiscontrolledthroughthisinstrumentalvariablesregression:

yit = γ + å βj xjit + β r_transfpcit+ci + εit (2)

Table 2. Correlations

globtran tran_
acc

tran_
fin

tran_
bud ideology majority mayor_

gender
r_

revenue1pc
r_

revenue2pc
r_

transfpc lnpopul r_debtpc lnr_income

tran_acc 0.9272 1

tran_fin 0.9823 0.9033 1

tran_bud 0.9198 0.7779 0.8441 1

ideology -0.1544 -0.2190 -0.1600 -0.1058 1

majority -0.0791 -0.0808 -0.0883 -0.0809 0.0405 1

mayor_
gender 0.1170 0.0430 0.1101 0.1623 -0.1190 0.0643 1

r_
revenue1pc 0.4299 0.4077 0.4632 0.2829 -0.0936 -0.0803 -0.0020 1

r_
revenue2pc 0.4092 0.4044 0.4392 0.2639 -0.1249 -0.0591 0.0285 0.9150 1

r_transfpc -0.2851 -0.2502 -0.3043 -0.2462 -0.0539 0.2556 0.0373 -0.1592 -0.1519 1

lnpopul 0.4129 0.3588 0.4511 0.3406 -0.0357 -0.3252 0.0061 0.3947 0.4560 -0.7282 1

r_debtpc 0.0510 0.0451 0.0746 -0.0090 -0.0397 -0.0762 0.0503 0.1235 0.1754 -0.0259 0.1733 1

lnr_income 0.2287 0.2740 0.2452 0.1523 -0.0640 -0.1728 0.0827 0.3552 0.4177 -0.2598 0.4490 0.1728 1

r_deficitpc1 0.0495 0.0097 0.0323 0.0745 -0.0186 0.1702 0.0543 0.0589 0.0708 0.6668 -0.3451 -0.0262 -0.0987

Bold numbers indicate significance £ 0.01
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r_transfpcitinstrumentedwith=lnpopul,r_revenue1pc,r_debtpc,r_deficitpc1 lnr_income,
ideology,majority,mayor_gender,dept*,laggedr_transfpc

5. RESULTS AND DISCUSSIoN

Table3showsthecoefficientsofthemainOLSregressionandthefirstrobustnesscheck.Table4
presentsthesecondandthirdrobustnesschecks,bothwithinstrumentalvariables.Thereareonly
slightdifferencesinthecoefficientsofthesefourmodels.Theseresultsconfirmthat,aftercontrolling
fordifferentspecificationsofmunicipalrevenuesandfortheendogeneity,coefficientshardlychange,
whichconfirmstherobustnessofourmainmodel.

5.1. Political Factors
Thepoliticalvariablesthatimpactonthemunicipalities’financiale-transparencyarethemayor’s
ideology(ideology)andmayor’sgender(mayor_gender).

Table 3. Main regression and first robustness check

dep. variable
Transparency transparency (robustness check #1)

globtran tran_acc tran_fin tran_bud globtran tran_acc tran_fin tran_bud

po
lit

ic
al

ideology **-20.4112
-1.68

-3.1694
-1.29

**-11.4721
-1.79

-5.6846
-1.46

-18.9789 
-1.56

-3.0139
-1.22

-10.5498
-1.63

-5.2359
-1.34

majority -2.0132
-0.15

-1.1724
-0.42

-.7220
-0.10

-.0967
-0.02

-.0033 
-0.00

-.9627
-0.34

.4025
0.05

.5908
0.13

mayor_
gender

15.8949
0.68

-3.5083
-0.75

3.9139
0.32

***15.3040
2.06

13.6515 
0.58

-3.7436
-0.79

2.5356
0.20

**14.4687
1.94

fin
an

ci
al

r_revenue1pc .0794
0.65

.0106
0.43

.0717
1.10

-.0026
-0.07

r_revenue2pc -.0083 
-0.13

.0001
0.01

.0068
0.19

-.0147
-0.68

r_debtpc -.0092
-0.32

.0003
0.05

.0008
0.05

-.0102
-1.11

-.0124 
-0.44

-.0000
-0.01

-.0012
-0.08

-.0109
-1.19

r_deficitpc1 .0051
0.22

-.0038
-0.82

-.0019
-0.15

.0108
1.45

.0098 
0.42

-.0033
-0.70

.0007
0.05

.0124
1.63

r_transfpc ***.0825
2.53

**.0111
1.67

***.0444
2.56

***.0268
2.54

****.0905 
2.76

**.0119
1.80

***.0493
2.82

***.0288
2.74

so
ci

o-
ec

on
om

ic lnpopul ***29.39534
3.06

**4.4510
2.28

***16.3814
3.20

***8.5139
2.73

***34.5738 
3.34

**5.0084
2.39

***19.4144
3.51

***10.015
3.01

lnr_income **34.0727
1.99

*6.1262
1.77

14.9648
1.64

**12.9010
2.33

**37.5440 
2.22

*6.5233
1.91

*17.2512
1.90

**13.5859
2.49

AdjustedR2

Prob>F
0.4255
0.0000

0.3286
0.0006

0.4677
0.0000

0.4077
0.0000

0.4217 
0.0000

0.3266
0.0006

0.4577
0.0000

0.4120
0.0000

Maximum
VIF 6.82/4.32a 7.86 / 4.32 b

OrdinaryLeastSquares
Financialvariablesin2002realLempira.Beloweachcoefficient,tvalueisreported.Sig.:**10%,***5%,****1%.
Allmodelsinclude:
   ·Aconstant(notreported).
   ·Dummyvariablesdept*(departmentsorregions),whichaccountforeachmunicipality’sdepartment(notreported).
aInitialVIF6.82.Afterdroppingr_revenue1pc,VIFdropsto4.32andvaluesandsignificancesofcoefficientshold,exceptideology,which
significanceisweak,asweindicatedinthetext.
bInitialVIF7.86.Afterdroppingr_revenue2pc,VIFdropsto4.32andvaluesandsignificancesofcoefficientshold.
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Allcoefficientsofthevariableideologyarenegativeineachandeveryregression.Plus,thereis
slightsignificantimpactintwoofthemainmodelandtwoofthesecondrobustnesscheck.Considering
thenatureofthedatareportedbyHonduranmunicipalities,wecannottestthefirstofthetheoretical
assumptions of Piotrowski and van Ryzin (2007) and Lee (2017), i.e., that conservative parties
prioritizee-transparencyonsecurity.Thesecondassumptionof theseauthors is thatprogressive
governmentsfocusontransparencyongoodgovernance,whichisthekindofdatareportedthrough
theofficialtransparencywebsite.Therefore,acknowledgingthatthesignificanceisnotstrong,the
dataareinlinewiththissecondassumptionofPiotrowskiandvanRyzin(2007)andLee(2017),i.e.,
leftistgovernments’transparencyisgreater,whichimpactsthegoodgovernance.

Regardingtheimpactofmajorityone-transparency,ourdatadonotshowstatisticalsignificance.
Therefore, we cannot confirm the previous literature that posits that governments with strong
majoritieshavelittleincentivestobetransparent(ArbatliandEscolano2015;BerlinerandErlich
2015;BearfieldandBowman2017).

Asfarasmayor’sgenderimpactone-transparencyisconcerned,itappearsthatfemalemayors
show less e-transparency than their male counterparts. Anyway, the impact of male mayors on
e-transparencyisweakandonlysignificantinthebudgete-transparencyregressions.Inthispoint,
wemustbearinmindthatthepercentageoffemalemayorsonlyrepresents6.38percentofthetotal
sample.Forthesetworeasons,wecannotunambiguouslyconfirmthatmalemayorsholdgreater
levelsofe-transparency.Futureresearchshouldconfirmthishypothesis,providedthatthesample

Table 4. Robustness checks

dep. variable
transparency (robustness check #2) transparency (robustness check #3)

globtran tran_acc tran_fin tran_bud globtran tran_acc tran_fin tran_bud

po
lit

ic
al

ideology **-20.5558
-1.69

-3.1686
-1.29

**-11.5295
-1.80

-5.7236
-1.47

-19.0973 
-1.57

-3.0110
-1.22

-10.5910
-1.63

-5.2697
-1.35

majority -2.0350
-0.15

-1.1723
-0.42

-.7276
-0.10

-.1005
-0.02

.0144 
0.00

-.9632
-0.34

.4167
0.06

.6024
0.13

mayor_gender 16.2215
0.70

-3.5102
-0.74

4.0459
0.33

***15.3936
2.07

13.9023 
0.59

-3.7498
-0.79

2.6214
0.21

**14.5392
1.95

fin
an

ci
al

r_revenue1pc .0737
0.60

.0106
0.43

.0685
1.04

-.0048
-0.12

r_revenue2pc -.0111 
-0.16

.0001
0.01

.0054
0.15

-.0158
-0.73

r_debtpc -.0111
-0.38

.0003
0.05

-.0003
-0.02

-.0110
-1.15

-.0140 
-0.48

-.0000
-0.00

-.0021
-0.13

-.01167
-1.24

r_deficitpc1 .0049
0.22

-.0038
-0.82

-.0020
-0.16

.0107
1.44

.0097 
0.41

-.0033
-0.70

.0006
0.05

.0124
1.63

r_transfpca ***.0874
2.33

.0110
1.45

***.0473
2.38

***.0288
2.37

***.0948 
2.50

.0118
1.54

***.0516
2.57

***.0307
2.54

so
ci

o-
ec

on
om

ic lnpopul ****30.3563
2.95

***4.4454
2.13

****16.9338
3.10

****8.8891
2.67

****35.4708 
3.20

***4.9862
2.23

****19.8886
3.38

****10.4045
2.94

lnr_income ***34.7960
2.01

**6.1220
1.75

**15.3661
1.67

***13.1736
2.35

***38.1498 
2.23

**6.5084
1.88

**17.5593
1.92

***13.8390
2.51

AdjustedR2

Prob>F
0.4253
0.0000

0.3286
0.0007

0.4674
0.0000

0.4074
0.0000

0.4215 
0.0000

0.3266
0.0007

0.4575
0.0000

0.4117
0.0000

MaximumVIF 7.81/5.31b 8.99 / 5.31 c

Instrumentalvariablesregression.Financialvariablesin2002realLempira.Beloweachcoefficient,tvalueisreported.Sig.:*10%,**5%,***1%.
aInstruments:r_transfpcisinstrumentedwithallits2002-2013lagsandwiththeremainingexplanatoryvariables.
Allmodelsinclude:
   ·Aconstant(notreported).
   ·Dummyvariablesdept*(departmentsorregions),whichaccountforeachmunicipality’sdepartment(notreported).
bInitialVIF7.81.Afterdroppingr_revenue1pc,VIFdropsto5.31andvaluesandsignificancesofcoefficientshold,exceptideology,whichsignificanceis
weak,asweindicatedinthetext.
cInitialVIF8.99.Afterdroppingr_revenue2pc,VIFdropsto5.31andvaluesandsignificancesofcoefficientshold.
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offemalemayorsincreases.ThisaspectwilltaketimeinthecaseofHonduras,sincetheimplication
ofwomeninmunicipalgovernanceisevendecreasing.

5.2. Financial Determinants
Themunicipale-transparencyinHondurasisnotdetermined,ingeneral,bysomeofthefinancial
indicatorspointedoutbytheliterature:taxrevenue(r_revenue1pc,r_revenue2pc),debt(r_debtpc)
anddeficit(r_deficitpc1).Ifwefocusnowondeficit,ourdatadonotconfirmtheliterature,thatposits
thatanadequatetransparencyofdeficitwouldcausepositiveeffectsinthesocialdebate,byshowing
theroleofgovernmentintheeconomy(Reviglio2001).Regardingdebt,ourresultswouldbeinline
withBrusca,ManesRossiandAversano(2016)andGarcía-Tabuyo,Saez-MartinandCaba-Perez
(2017),whosefindingsindicatenorelationshipbetweendebtandtransparencylevel.Asfarastaxes
areconcerned,bothdefinitions,i.e.,taxesortaxes+fees,shownoimpactone-transparency.What
wewereexpectingwasapositiveimpact,sothatgreatertaxburdenleadstohighere-transparency,
asawaytoaccountforthelargeramountofresourcestakenfromtaxpayers.InthecaseofHonduran
municipalities,sucharelationshipdoesnotexist.Taxrevenue(r_revenue1pc,r_revenue2pc),deficit
(r_deficitpc1)anddebt(r_debtpc)confirmboththeFiscal IllusionandAgency Theories(Alesinaand
Perotti1996).Municipalitiesimposinggreatertaxburdenontaxpayersandincurringintolargerdebt
percapitaarenotincreasinge-transparencyonthoseitems.Ontheonehand,highertaxesarehidden
fromcitizens’scrutiny,whoaretheprincipalsaccordingtotheTheory of Agency.Taxpayerswantto
knowhowtheirtaxeshavebeenspent.Consequently,limitedtransparencycanincreasethegapfor
themisappropriationoftaxrevenues,i.e.,corruption(Tsani2015).Ontheotherhand,deficitfinanced
throughdebtcreatesthefiscalillusionontaxpayersthattheycanenjoygreaterpublicexpenditure
withoutbearingthefiscalcost,iftheydonothaveinformationtointernalizethefuturetaxburden
necessarytoservicededebt(Fiscal Illusion Theory).

Ourdatashowaclearpattern, thegreater thetransfersreceived(r_transfpc), thegreater the
e-transparency.Accordingtotheagency’stheory,thecentralgovernmentsfundsreceivedbylocal
governmentsobligethemtoreportanddiscloseinformationontheuseofthesefunds,withtheaim
ofshowingthatpublicofficialshavemanagedthefundsproperly.Besides,wemustbearinmind
thepossibleendogeneityofthisvariable,whichwascontrolledforonTable4regressions.After
controllingforendogeneity,r_transfpcsignificantlyimpactsonbudgete-transparency(tran_bud),
whichistheoneconnectedwiththedocumentsthatreporthowtransferswereusedintherecipient
municipality’sbudget.Theendogeneity,asweexplainedabove,correspondswiththelegalrequirement
inHondurasofhigherdisclosureformunicipalitiesthatreceivetransfers.Ourempiricalresultson
transfersareinlinewithAlcaide-Muñoz,Rodríguez-BolívarandLópez-Hernández(2017),Brusca,
ManesRossiandAversano(2016),García-Tabuyo,Saez-MartinandCaba-Perez(2017)andReinikka
andSvensson(2005).

Consideringallthefinancialvariables,onlytransfersreceivedimpactonmunicipale-transparency.
Thismeansthatratherthanincreasingthelegitimacyoftheiractionstotheirtaxpayers(taxes,deficit
anddebthavenoimpactone-transparency),municipalitiesaremeetinglegalrequirementsimposed
bythecentralgovernment.FromtheperspectiveoftheTheory of Legitimacy,ourfindingssuggest
thatpoliticiansaremoreinterestedinachievingapprovalandlegitimizationoftheiractionsfrom
thecentralgovernmentinordertomaintainorincreasetheleveloftransfers,insteadofseekingthe
approvalofcitizens.Wemustbearinmindthat,asweexplainedabove,theTheory of Legitimacy
positsthegrowinginterestintransparencyandaccountability:peoplewithaccesstoinformationabout
governmentdecisionmakingaremorelikelytoacceptthesedecisions.Therefore,ourdatashowno
supportfortheTheory of LegitimacyamongtheHonduranmunicipalities.

5.3. Socio-Economic Factors
Municipal population (lnpopul) has a positive and significant impact on e-transparency in all
regressions.Thisisthemostrobustcoefficientfromallthevariablesconsidered.First,thisfinding
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confirmsCohenetal.(2017).Second,thisrelationshipmaybeduetotheprobabilitythatinlarger
municipalitiestherearemoreeducatedpeopledemandingmoreinformation(Ingrams2017).Infact,
itisexpectedthatlargermunicipalitieshaveenoughresources,bothhumanandmaterial,inorderto
renderaccountstotheirinhabitants.Third,largermunicipalitiesmanagegreateramountsofpublic
fundsandaccordinglyfacehigherpressurestoaccountforit.Ourdataconfirmpreviousliterature
suchasGirouxandMcLelland(2003),Alcaraz-Quiles,Navarro-GaleraandOrtiz-Rodríguez(2015),
BearfieldandBowman(2017)andNavarro-Galera,Alcaraz-QuilesandOrtiz-Rodríguez(2016).

Thepercapitaincome(lnr_income)presentsaclearpatterninallregressions.Itimpactspositively
andsignificantlyonmunicipale-transparency.Ourresultsagreewiththemainstreamoftheliterature,
suchasPina,TorresandRoyo(2010),Alcaide-Muñoz,Rodríguez-BolívarandLópez-Hernández
(2017),GirouxandMcLelland(2003),Laswad,FisherandOyelere(2005)andHameed(2005).

6. CoNCLUSIoN AND FURTHER RESEARCH

Thisarticlestudiesthedeterminantsofthemunicipalfinanciale-transparencyinHonduras.Weseek
tofilltheresearchgapinthisareaoftheworld,CentralAmerica,wheree-transparencyhasnotbeen
addressedbytheliteraturesofar.

Thepoliticalvariablesthatappeartoexplainmunicipalities’financiale-transparencyareideology
andmayor’sgender.Leftistgovernmentsandmalemayorspresentgreatere-transparency.Left-wing
governmentsdefendalargerpublicsector,andthereforetheyareexpectedtoenhancee-transparency.
However,thelowsignificanceofcoefficientspreventsusfromdrawingconclusivefindingshere.

Turningtofinancialvariables,municipalitiesreceivingmoretransfersdisclosemorefinancial
informationandaccordinglyaremoretransparent.Nevertheless,taxespercapita,deficitpercapita
anddebtpercapitahavenoimpactone-transparency.Takingallfinancialvariablestogether,our
dataconfirmtheTheory of Fiscal illusionandtheTheory of Agency,sincemunicipalitiesarenot
reportinggreaterlevelsoftaxes,deficitanddebttotheirtaxpayers.Here,Honduranmunicipalities
areonlyconcernedaboutmeetingcentralgovernment legal requirementsabout transferspaid to
municipalities.Thefactthatmunicipalitiesdonotincreasee-transparencytobeheldaccountableby
theircitizensisagainsttheTheory of Legitimacy.

Populationimpactspositivelyone-transparency.Largermunicipalitiesmanagehigheramountsof
resourcesand,thus,facehigherpressuresforaccountability.Besides,inmorepopulatedmunicipalities,
there will be more educated people requiring higher accountability. As a practical implication,
Hondurangovernmentshouldsupportwithhumanandmaterialresourcesthosesmallerjurisdictions
facingproblemstoincreasefinanciale-transparency.

Anotherpracticalimplicationdeservesfutureresearch.Werefertotheneedofexpertanalysis
ofthedocumentsuploadedtothetransparencyweb,sothattheyareprocessedandsummarizedina
waythatpeoplewithoutfinancialbackgroundcanunderstand.Thus,weplantocheckwhethermore
educationmeanshigherdemandsfortransparency.Highereducatedpeoplewillhavegreaterinterest
indemocraticvaluessuchastransparency,accountabilityandmanagementoflocalfinances.This
willneedaquestionnairebasedresearchtocheckthispoint.

Additionally,ourfutureresearchwillseektoassesswhethere-transparencymeetstheTheory of 
Legitimacy.Thismeansthattransparencyshouldberational,offeringusersenoughjustificationsfor
theactionscarriedout,insteadofamassivedisclosurerelatedtodecision-making.Largeamountsof
detailedinformationcanbeanoverwhelmingfactorforthepublic,whichcangeneratefrustrationand
disappointmentforusers,andtherefore,adverseconsequencesforperceivedlegitimacy.Wewillprove
theneedforexpertsprocessingtheinformation,whichsometimesisverycomplex,andpublishing
itsothatpeoplewithoutfinancialbackgroundscanunderstandthefinancialdata.Thisissupposed
toimpactthetrustcitizenshaveontheirgovernments,whichisthelastpointweseektoinvestigate.
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