CONCLUSIONS

Throughout this thesis, | have analysed the proadssh makes party funding systems
more transparent. The idea behind the intereshtbdut this process is to know how to
assure the honesty and to limit politicians’ roasn fhanoeuvre when getting funding
for their own formations. For this reason, it isse#ial to design institutional
mechanisms of control which promote transparencgkemcitizen control easier and
reduce the discretional nature in this field.

More specifically, | have studied in this researoh, the one hand, why party
funding laws are passed and changed at any giwenand, on the other hand, why the
discussions about its content originate a speuifttutional design when talking about
transparency. In short, what | have researchedhest whe starting point is in order to
introduce and increase the transparency in thending systems and why it is done
through a specific design and not another one. &las very important questions
because they contribute to the wider debate abmutand why corruption is controlled
in this field so much given to the developmentlo$ pphenomenon and how far it can
influence the democratic quality of the systems.

Due to the importance of analysing the institutlooantrol of corruption, this
research is framed in a perspective which undeaistiins phenomenon not as a cultural
but as a structural problem. This is done fromrgermediate space between politics
and microeconomics. It takes the interest for thdysof the formal structures from the
first one, and the explicit reference of the rdiattthe individual develops as utility
maximizer in a context which is restricted by ingional rules and structures from the
second one.

It is important to remember that, although thenmigch literature about corruption
and the financing of political parties in both pick and economics fields, there are at
least three weaknesses which we have tried tolgtedn this thesis. Such weaknesses
are focused on the object of study, on the dedigineoresearch and on the methodology
we have used.

Firstly, according to the object of study, the gsa of the institutional design to
control corruption (taking it as a dependent vdaabas hardly been considered in the
scientific literature and regarding corruption tethto party funding even less. In fact,

although the studies in microeconomics highlight tmportance of the institutional



design in the control of corruption, they have bbeardly ever focused on the process
through which such mechanisms are designed, beisghte main subject of this thesis.

Secondly, as it has been said before, there is smin@ance in the bibliography
when tackling the theoretical and empirical aspettthe phenomenon of corruption
and its control, so only exceptionally, both aspdwive been integrated in the analysis
with enough depth. It is in this more exceptionadel in which this thesis is
circumscribed since it starts with a theoreticaldgive research design, where the
empirical information is relevant in itself, althgiuit is analysed without forgetting the
starting theoretical framework.

Finally, another weakness we have observed inithigraphy is related to the
lack of studies, apart from some exceptions, itidtide a comparative methodology in
a strict sense, specially, those applying a ‘mdaéerént systems’ design, even if this
type of analysis offers a rich comparative.

Having said that, this research widens the existkmpwledge about the
phenomenon of corruption to the extent that it ysed transparency and institutional
control as a dependent variable. In doing so | kgvan analytical framework based on
two theoretical approaches which are inherentlsteel, due to the attention they pay to
the control of individual behaviour through institins: on the one hand, the Agency
Theory, and on the other hand, the Rational Chdesv Institutionalism. This
theoretical effort, from which the hypothesis ofsthesearch appears, is complemented
with a deep empirical exercise made from the dawiocrand qualitative analysis of two
countries (Spain and the United Kingdom) carefidblected by applying a ‘most
different systems’ design. In order to show that fifactual account does not lose sight
of the theory, | provide ‘analytic narratives’ feach case (Bates et al., 1998) with the
aim of explaining the decision-making process legdio increased transparency
through institutional change.

Therefore, this combination of in-depth theory antpirical demonstration, using
the comparative methodology, means, as we hagadrexplained, a new input in the
existing literature, even more when talking abouthsa little explored field as the
institutional change in the control of corruption.

Having said that, is it possible to explain thegoriand the reform of the party
funding laws according to the hypothesis deducenhfthe analytical framework? Or,
in other words, is it confirmed in light of thissearch that the institutional change in

this field depends on the political parties’ selferested fight for (1) improving their
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economic position, (2) safeguarding their reputaiad (3) not limiting their room for
manoeuvre?

From the provided empirical evidence, | can say tha answers for the two
questions are both affirmative. The hypothesishig tesearch are confirmed indeed,
and therefore, the before mentioned factors havesaantial role in the explanation of
the origin and following reforms of the party fundi laws. However, the deep
empirical analysis | have made about the SpanighBaitish case has let me clarify in
some cases, and complete in others, such stagpujhesis which were deduced from
the analytical framework. This way, the knowleddmwt the object of study of this
thesis has been highly benefited by the feedbadkdsn theory and empirical
evidence.

The main conclusions obtained with this work, whidtve been deeply explained
in chapter 5, are highlighted straightaway As i baen done until now, we continue
with the division in two blocks. The first is refed to the origin of the law, where we
study the step from an initial situation of deredwn (laissez-faire) to the passing of
the Ley Orgéanica de Financiacion de los Partiddgi€ws de 1987 in the case of Spain
and the PoliticaParties, Elections and Referendums Act 2000, irBititesh case. The
second block refers to the law reform processescéssfully or not) undertaken with
the aim of increasing transparency in the partydiing systems. It means that we
analyse in it the comings and goings of the instihal change, with special attention
to the passing of the reform of the party fundiag/d in both Spain and the United
Kingdom (Ley Orgéanica de Financiacion de los PasgiBRoliticos de 2007 arirblitical
Parties and Elections Act 2009, respectively).

» First block. The origin of transparency in partyding: from individual action to

cooperation.

The empirical evidence shown in chapters 3 andmModstrates that, according to the
analytical framework of this thesis, parties try neaximize their own economic
resources. So, the more funding they get, the et But not only that premise but
also they are interested in gaining an advantage the rest to improve their position
in the competition for the power.

The conjunction of both theoretical assumptions pieically demonstrated)

generates, in the absence of party funding lavdynamics in the parties also foreseen
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in the analytical framework of reference: that afehe so-called prisoner’s dilemma.
This means, a situation in which the dominant sgwtfor every political party,
whether it is in Government or in opposition, is lomk for funds without limits,
including via corrupt means if necessary. This ézduse above all, every party is
interested in tipping the balance in their favourew it comes to the competition for
resources, more than them being the only onesegetwing extra funding.

Hence, despite the fact that it would be colledyiveptimal that no party was
benefited through illicit or illegal sources, thesultant equilibrium is the corrupt
financing, which is a sub-optimal Nash equilibrifmmm which it is impossible to leave
in a unilateral manner as no party is interestedeimg left behind in the competition
for the resources. Because of this, the only wayreaking the dynamics of the
prisoner’s dilemma is through the cooperation bfamations for the establishment of
a law which lays the foundations of a more transpiaparty funding system. On the
contrary, the result will be the maintenance ofgtsgus quo, that is, the deregulation or
laissez-faire in this field.

But, as the corrupt financing is fed by the opaoityhe system, political parties
are unlikely to be interested in introducing ingitthal mechanisms to increase
transparency and, therefore, improve accountabditgr their actions. And this is
because, as it has been empirically proved regartie main Spanish and British
political parties, legislation including transpacgn criterion (that is, including
prohibitions, limits, disclosure measures, coning@lasures and redistributive measures)
can generate more or less indirect costs in tten@es of every party according to their
own financing structure. Thus, what is benefic@l $ome parties does not have to be
beneficial for other parties and therefore, whepaaty is individually interested in
introducing a party funding law, the rest may netibterested in it, maintaining the
situation of the prisoner's dilemma, and then tleeedulation in this subject for an
unlimited time.

What it has been described up to here explainsligimt of the theoretical
framework and the empirical evidence, the previszenario to the passing et novo
party funding laws in each country. That is to #agxplains that, in the absence of
these types of laws, parties prefer keeping theasan of individual action (okaissez
faire) in matters of financing instead of assuming tbstg that the existence of a law
with transparency criteria would cause them. Ctisds would have to be added to the

ones coming from the decision-making process (tirasources, etc.) as well as the
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external risk which would mean to each party tliaepstronger formations decided an
unfavourable content to their individual interests.

But the fact that parties do not have incentiagsiori to cooperate and carry out
a collective action aimed to the design and paseing party funding law does not
mean that it is impossible. In fact, as it has bempirically confirmed in this thesis,
there are at least two external factors that imibeethe cost-benefit analysis of the
parties determining the origin of the transparemncyhis field. So, determining the
decision of proposing, designing and passing ayp@anmding law: (1) the current
economic balance of the parties together with tBepectations of future benefits and
(2) the need to keep a good reputation with elattorlt is the changes in these two
restrictions indeed (as they are named in the &oalyframework), which determine
the interest of the political parties to abandoa Itissez faire situation and start the
collective action in favour of a party funding lavith transparency criteria. And all this
despite the interest they have in keeping the mosin to manoeuvre possible to
finance themselves.

In particular, it is empirically demonstrated thahind the origin of the party
funding laws there is the conjunction of the twalgeed factors: the existence of an
instability in the economic balance of the paraesl a damage to reputation of one or
more relevant formations, especially, of the incentlparty. Both factors are necessary
but not enough by themselves to initiate the trarapucy in the party funding system.
The economic restrictions can appear with a diffenetensity among the parties, but it
IS necessary that the party in Government will g the formations most affected
and that, moreover, it does not have a clear ecanteadership in relation to its
opponents, especially, in relation to the main gpmn party. But that is not enough,
in addition, in order to start the process of tp@mency it is necessary that damage to
reputation of the incumbent party happens. A faatioich, as we have already seen, is
neither enough by itself to cause the processatm, fwhen there are not economic
restrictions (as it was in Britain until 1997, chgithe economic and political leadership
of the Conservative Party), the only presence oingumred reputation, no matter how
important its impact is, does not cause the necgsseentives for the establishment of
the regulation in the subject. The matter mayrib®duced in the political agenda but
with no results. Therefore, the joint presence ahlanalysed factors is proved in the

origin of the process of transparency in the fimagof the parties.



To finally understand why parties come to an enth whe prisoner’s dilemma in
which they find themselves and which they cannavdeunilaterally, it is necessary to
explain why, at some point, the parties in oppositsupport the initiative of the
Government. That is, why they decide to cooperatelaunch the collective action.

It is empirically proved that once the party in ®@avment takes the first step to
introduce transparency in the system, the besnaltige for the parties in opposition in
both countries analysed is to second it. So, thepse the transparency. The reason is
that, as it has been stated in the theoreticahdwaork, the costs from the economic
restrictions (which, as it has already been saie ,also harmful to them) together with
reputation cost which would suppose to them the daaot seconding the proposal of
the Government, plus the external risks, make opparting the transparency of the
system more expensive for the parties in opposttian supporting it. On the contrary,
if they support the initiative, the expected betseifln matters of reputation (investment
in credibility) and in economic matters (possilyilaf minimizing the external risks)
exceed the expenses of giving up the financing aiitirestrictions and the possible
costs resulting from the process of decision. Beeanf all this, come the time, it is
worthwhile for the parties in opposition to coofera favour of the transparency.

All it has been said lets me prove the hypotht#ss given the joint presence of
economic and reputation restrictions (which arentfar in a larger or smaller
proportion for all formations), the cooperation argdhe parties to leave the prisoner’s
dilemma in which they are in is produced when:tfi) cost for every party to not do it
in terms of reputation (because the scandals nfagtahe Government or because, in
case of not acting when the proposal is made, rffagtahe parties in opposition) and
(2) the individual economic expenses that suppodkdm not to have influence on the
content of the law (once that the proposal is ma&kepeds the expected benefits of
continue keeping the opaque situation.

There have to be these conditions so that the atide action takes place
causing the ex novo creation of a party funding Vaithh transparency criteria. Now, in
relation to this there is the question of what gieci rule the parties will prefer to use in

order to keep their individual interests in the teon of the law.

As it is foreseen in the analytical framework asthesearch, it is confirmed that
political parties, both, in the Government and ippasition in the two analysed

countries make explicit their interest in usingezidion rule the most inclusive possible



when at the time of passing the party funding lawparticular, the unanimity or the
generalized consensus, in spite of the fact thamngdohis the decision costs will

increase.

In the case of the opposition parties, such interesponds to the need of
minimizing the external risks when configuring tbentent of the party funding law.
When the basis is settled for the first time, thera maximum interest by the parties to
assert their individual preferences in the contérihe law. Therefore, all formations in
opposition prefer the generalised consensus asisi@®erule better than any other less

inclusive rule.

In the case of the incumbent party, such inteesixplained by the following:

First, because of reputation reasons, since thteofeformations would criticize the
Government’s action if it decided a law for its omterest regardless of the rest of
parties, even more in the scandalous contexts inhwihtakes place. Second, because
of economic reasons, since, in both countriesparease of public financing is passed
for the parties and this can be only justified ublic if all parties support the measure.
Third, because of the uncertainty about which p&ryoing to be in Government in the
future, so it is too risky to pass a very partitan for fear that later a majority party
will do the same.

Consequently, it is empirically demonstrated thdt @arties individually
considered opt for the unanimity or for the gerieeal consensus as a decision rule
when it is time to design and passexmovo finance law. But, in light of this research,
what is the result of the institutional design imtters of transparency? Or, in other
words, do the laws passed contribute to restrictivgy parties’ margin of discretion
when financing? Or, on the contrary, do they lesome gaps allowing the possibility
of corruption in this field? According to the enipal demonstration that it has been

provided about the Spanish and British cases,ifoportant conclusions are derived.

First, that the transparency measures finally ietlin the law are those that,
from an economic point of view, favour the party @overnment above the rest of
parties, whether alone or together with some ofaathations (as it happens with the
increase of public funding). This party is neveingoto be damaged anyway by the
passed measures from the economic point of vievsudh a point that the transparency

measures which have not been passed (nor debdiet)g the most important
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weaknesses of the new regulation usually attribtaeavould not have benefited to the
party in Government in any case. On the contrdrgy tmay have generated a higher
cost for them more than for their opponents, & tast would be similar to all of them.

Second, it is empirically demonstrated that thedeaf the individual interest
of the parties to obtain economic benefits from lggislation exceeds the interest in
investing in reputation. This happens with the pasef public funding items in both
cases of study which, despite the unpopular they se@m and although they even
suppose a distance in the ideological premisebeparty they are finally passed with
the support of all formations due to the econonandiit they expect to get. Therefore,
not to generate costs on reputation is in the esteof the parties at the moment they
create a law. Once they start the negotiations tak®aontent, the economic interest is
clearly more important than the interest in ledista laws that do not affect their
reputation. And it even comes first than the idgadal ideas of the parties in relation to
which model of party funding must be establishédi is, if it has to be more or less

dependent on the public resources.

Third, it is demonstrated that the individual séaof such economic interest is
done at the expense of the effectiveness of thigms system of transparency. Since
every formation defends the most beneficial measimetheir own interests, when they
come into conflict, the only way to reach a consenis through concessions by the
Government side to the rest of parties, mainly lie tnajority political party in
opposition. Some concessions that lead to a rémtlstill basically benefits the party in
Government, but that does not damage the rest sb.ndund all this at the expense of
the effectiveness of the proposed mechanism ofspaency. What is more, it is
demonstrated that, if the party in Government is benefited, the measures of
transparency are not passed, even to the extdadwhg some important loopholes in
aspects related to the corrupt financing. So, itempirically demonstrated the
hypothesis according to which, once the parties iaterested in cooperating and
negotiating the content of the legislation, theulethat appears is a law which benefits
all in economic terms (because of the public fugdihich is regulated in the Spanish
case, but also in the British, through the so ddfielicy Development Grant), although
the party in Government even more, and it resttlotsless possible in terms of control

to all of them (especially to the party in Govermiagain).



« Second block. Increasing transparency in party indystems: the coordination

around the reform of the law.

In this block | have analysed the factors that leathe institutional change once there
is already a law with transparency criteria, antas also been explained the reasons
behind the unsuccessful attempts of reform. Agdiaye attended to the decision rule
used when designing and passing the new legis|a®well as to the result of the same

in matters of transparency and control.

According to the analysed empirical informatiokeliwith the origin of the law,
both economic and reputational restrictions araraethe institutional change in this
second stage. That means that it is empiricallyafestnated that the balanced situation
appeared after thex novo passing of the law is maintained until a changesuch
restrictions generates the necessary incentivethaothe political parties prefer to
toughen their own control rather than continuing tvay. However, even this being
true, it is convenient to clarify some aspects tHdferentiate this point from the
previous stage of the process.

According to the restrictions related to reputatiandirect relation between the
existence of damage to reputation of one or seyamies and the showing of formal
initiatives for the reform is observed. Althoughile there was a clear link between the
damage to the reputation of the party in Governmamd its response proposing
legislation in the previous stage, in this secotagjes there is not such a clear relation
between the author of the initiative of reform ath@ most affected party by the

scandals.

In fact, the reactions that lead to introducingrges in the legislation not only
come from the most damaged party in its reputai@snit happened at the initial stage
of the law in the case of Government), but alsenftbose other formations which, not
being the main ones affected by the scandals,otrynake some political profit by
sending a honesty and transparency signal to tizemrs through a proposed reform. So,
the strategic use of the scandals as a declineeobpponent’s political power and of
own praise is highlighted in this second stagehef process. What is more, as it has
been empirically demonstrated, a high impact ofdt@ndals is not even necessary in
the public opinion to see such strategies devetppmd reform strategies appearing.



However, in comparison to the stage before, thiatinies appearing after the
scandals (that is, once that reputation is spotdedyot always lead to a reform process
strictly speaking, and neither do they guaranted sluch process will be successful.
They will not always end in an institutional refgrnot even when they have been made
official by the Government. But rather on the canyr the status quo is the most

common result even when such reform processedateds

Therefore, it is empirically demonstrated that #wstence of a context of
scandals with a prejudice about reputation of onsewveral parties is present in the
presentation of formal initiatives of law reformuytlihis by itself does not determine that
neither the process starts nor the result is sefidedThat is, it does not explain the

institutional change.

In order to explain this | have to resort agairthe importance of the economic
restrictions as a factor that, in a context of deds of whatever magnitude, generates
the necessary incentives so that the proposedtiaés are not all in vain, but that they
lead to a reform process. It is actually empiricalémonstrated that in Spain as well as
in the United Kingdom parties are affected by ddfe types of economic restrictions
after theex novo passing of the respective laws, even if it is dona different scale
depending on their own financing structure. Haveagd this, what distinguishes the
scenario in which the reform process is startechftbe rest in which it is not started
even having been damaged reputation of one or aeparties and existing reform
initiatives is: (a) that the party in Governmenti$ected by the economic restrictions,
usually at a similar level as the main oppositicarty is, (b) that the party in
Government does not have the economic leadersloyeahe rest of formations, which
places it at a relatively instable economic sitwatiand as something new in this second
stage of the process (c) that the party in Goventni®wes not have the political
leadership in the Parliament, whether it is becausecasionally needs other parties
support to govern (as in the Spanish case), whétherbecause the main opposition
party means a more and more serious threat fgpdhg in Government (in the British

case).

Only when there are these conditions will the Gowent do it on its own
initiative or will it support the proposals presetiy other parties. On the contrary, and
even if there are scandals that may damage thmitagon and demands of institutional
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change, the Government will prefer not to start ¢econd) the reform process.
Therefore, as in the origin of the party funding$aboth the economic and reputational
factors are necessary conditions although theyar@nough by themselves to start the
reform process; so that the parties, both in Gowent and in opposition, express their

interest in changing th&atus quo.

In contrast to the previous stage, the fact thmhfthere the reform process starts
is not a guarantee for the success, but, as itehgsrically demonstrated, it results
much more complicated to reform the legislatiomtlt@acreate iex novo. In fact, from
a total of five started processes, only two (oné&pain and the other one in United

Kingdom) resulted in the reform of the party furgliaw.

In order to explain the paradox of why, even whitparties make explicit the
idea of changing the party funding laws, the resuiih many cases thsatus quo, it has
been first analysed the preferences that theyesgsmegarding the decision rule to use.
As it has been empirically demonstrated, once theeBiment and its party are ready to
reform the law and they start the process, botliggathat want to change the situation
and those which do not, are interested in avoithiegcosts or external risks. Because of
this, all formations individually opt for the unamiy or the generalised consensus as
decision rule. An option they also chose in thatiom of theex novo law.

But, if in the first stage of the process such emssis was obtained about the
need of creating a law and about the content itlshbave, in this second stage, the
lack of consensus about such content was madecixplustrating three out of five
attempts which were started in Spain and in thetddnKingdom. Now, what was
stopping the parties co-ordinating on law refornspiie a priori all of them showing

their interest in changing it?

According to the analysed information, the hypothésconfirmed that it is due
to the own weaknesses of the law and the asymmegemerated by the law that
complicated the consensus about the content akefbem. Then, they led the parties to
opt for a sub-optimal equilibrium situation (at $eaaccording to the expressed
preferences), that is, to opt for not reforming the. As it was already mentioned,
despite the respective party funding laws in Sga@FPP 1987) and in the United
Kingdom (PPERA 2000) being created with the obyectf offering more transparency

in the financing of the parties, the truth is thay left some important loopholes that
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not only left a lot of room for manoeuvre to thertms but also generated new

incentives for its breach.

Because of this | can state that the failure ofréferm in the V and VI Spanish
parliamentary term and in the LIV British parlian@ry term (during Blair's
Government) was due to the fact that status quo (the equilibrium that parties like the
least in the coordination game they face duringréierm process), is an institutionally
induced equilibrium in Shepsle’s terms (2003). Timaans that being two possible
equilibrium (to reform and not to reform), the igional mechanisms (the law itself)
together with the preferences of those carryingtbetchange, those which force that
the result will be an equilibrium and not anotheepand, in this occasion, it leads them
to choose the one they are less interested irntoneform. So it is demonstrated that the
final result in this second stage is not totallyedeined by the actors” preferences (to
reform the law, but also, to maximize revenues watks) but that the established
institutional structure which also influences in (ihe corresponding current party
funding laws) which, as in the analysed cases,desluo the aquilibrium the political
parties are interested the least.

Having said this, it explained the reason of #tatus quo even whenthe
different formations had shown their interest iflorming the legislation. And this
without entering the field of the implicit intentiality of the parties because it seems
impossible to demonstrate empirically if they rgatlid not want the institutional

change although they expressed an obvious prefefend.

So, regarding the objectified facts, parties irt thament wanted the reform but
they did not get it because: first, they individyaddvocated for the consensus as a
decision rule and secondly and regarding the befastioned, the gaps of the current
law did not allow that the parties share preferesnggh an eye to a future reform and

consequently, the consensus was impossible to.reach

And this because, more than reducing the effeet,dikiergences in relation to
the way a reform should be headed for are findhlgngthened by the gaps there are in
the original law, which had let each party madesdeined financing sources stronger

and then they were not interested in giving uplteereon thestatus quo appears.
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So, does this mean that law reform is impossibleaoy out? Or, in other
words, is there any margin of manoeuvre for thétuteonal change in matters of party
funding? The empirical truth demonstrates thahaalgh a reform process is not always
started, the institutional change can finally happeleed. But it is necessary that one of
these situations: (1) that a shared interest appkaxh demands the consensus among
the different preferences of the parties (as ipleapd in the origin of the law), so they
opt for stopping to take advantage of the legitatiaps for a common interest; or (2)
that parties individually decide to opt for a l@sslusive decision rule, in such way that

the decision costs are reduced.

As it has been empirically demonstrated, the @ion is invalidated because it
did not happened even in times in which there wasramon interest that could have
forced the consensus (like the increase of pullid$ in Spain, or the limit in the
electoral expenses on a national level in the dniKkengdom). The divergences were
still wider than the points in common. Howeverisitrue that it has been observed that
what distinguishes the legislation in which theoref is passed in both cases of study
from the other ones in which such process enddréitesl is the fact that for the first

time there are divergences among the parties atduiah decision rule to use.

Not all formations rest value to the necessity @isensus, but those that have a
special interest in the fact that the reform isdoiced after several frustrating years do.
In particular, it is empirically demonstrated thgpbthesis relative to the fact that the
reform is only possible if the expected benefitthg majority party’s side exceeds the
cost of passing the reform without consensus. Risrto happen, so, for the lack of
consensus does not have a cost for the Governniteist,necessary the following
conditions at least, | have obtained from the agialgf the Spanish and British case: (1)
that the party in Government will benefit the mfystm the economic point of view of
the reform, (2) that the party in Government coumtsthe necessary attributes and
opportunities to impose its position, so it does happen among its partners in
Government or supporters in the parliamentary tiwaththey promote an opposite party
funding system, (3) that the party in Governmerches a consensus for the main
points of the reform with most political partie® there is only a minority (the main
party in opposition in both countries) those that placed against one of the agreed
measures, and (4) that the party in Governmenttlaose prepared to reform make a

strategic use of the belief (Shepsle, 2003:284-283hey make explicit- that the main
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party in opposition is not in the consensus becdhseg are actually looking for a

blocking in the institutional change.

Only when there are such conditions the party avé&enment, using a rhetoric
manoeuvre based on such belief, will be able tp skefending the necessity of the
consensus as a decision rule without looking likendransigent or imposing party and
therefore, without damaging its reputation. And thappens because it has the strategic
aim of passing a favourable content for its inteaéshe expense of harming the party in
opposition.

This makes us analyse the content of the reforrmaitiers of transparency. It
means, to check if the institutional change contdab to restrict the margin of
discretional nature of the parties when financiag, on the other hand, if it leaves
important gaps which impede accountability (evepoliitical parties are aware of them)
as it happened in the previous stage. Accordirthgempirical information it has been
shown about the Spanish and British cases, | heaghed five interesting conclusions
to this respect.

First, as in the origin of the law, the measures Hre finally passed benefit the
party in Government, whether it does only to thanogether with more formations. In
fact, the transparency measures which are not ¢passel which are associated to
weaknesses of the new law) would not economicadiyelfit in any case the party in

Government, but on the contrary, they would damtge

Second, as it happened in the previous stage,tdebgi higher benefit that the
party in Government gets, there are measures thabuf all formations (the
redistributive measures passed in the Spanishlzaseot in the British one) and some

others whose cost is similar for all of them (sam@asures of control).

In addition, in this stage, as a difference frora grevious one, there is some
agreement among the majority parties in each cgpdatrthe passing of measures that
suppose a relaxation in the transparency critantaitbbenefits both formations above
the rest of them. This is what happens with thexaion of the limits both in the
nominative donations in the case of Spain and éenamonymous donations in the case
of the United Kingdom.
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Third, also in this stage, it is empirically demwated that the search of the
individual interest of the parties in getting ameemic benefit through the legislation
exceeds their interest in investing on reputatsin the origin of the law, parties are
interested in not generating costs in their repoatafor interested in reimbursing any
damage they have suffereogfore starting the reform process. Once it is startedl an
negotiations about the content begin, the economeérest is clearly more important
than the interest in legislating measures whichnaloaffect their reputation.

Fourth, it is observed that the incumbent partyteriest are more tangible in the
final result in this stage than in the previous degcept for the examples before
mentioned in which there is an agreement betweemgority parties in order to reach
a shared benefit of the reform). In fact, as aed#hce from the previous stage in which
the result could have approached a game of postiug in this stage the final result of
the reform can be interpreted as a zero sum gartie aixpense of the main oposition

party interest.

Fifth, the new passed legislation after the refoinmhoth countries, still leaves
important gaps unaware the Principal’s control, itses again demonstrated the
hypothesis that once the parties are interestecbaperating and they negotiate the
content of the legislation, the outcome of the psscis a law that benefits all in
economic matters (although the party in Governnseetially) and that limits the least
possible in control matters. However, in this secstage, the content benefits more the
incumbent party than the rest of parties and itebenless the main opposition party
than the other parties in the Parliament. Therefiores empirically demonstrated the

parties” lack of interest in getting tied up.

What it has been said up to here lets me dematasta last hypothesis
according to it the parties make a strategic usbetonsensus as a decision rule in the
processes of institutional change. As | have sedime analysis of the two stages of the
transparency processes, the consensus is not sogetisy to reach, but the parties
look for maximizing their individual interest whehoosing the decision rule to choose.
Because of this they support a more or less ingusile according to their individual
characteristics (attributes, opportunities, belagisl preferences) and regarding both the

economic and reputational restrictions they ararstiing. In addition, as it has been

15



also demonstrated, such interested decision affbetsesult of the collective action

because it results in detriment of the transparency

Once it has been empirically demonstrated the ngsi$ of this research, what
consequences can we get from them? Or, in othedsyevhat are the implications of

this thesis from both, the economic and empiricahpof view?

First, it is demonstrated that the analytical fraroek | have proposed based on
the Agency Theory and the Rational Choice New tuistinalism (both focused on the
actors” interest) seems useful to explain in afg@tig way the processes of institutional
design led to increased transparency in the pantglihg system and with it, to the
control of corruption in politics. This means teiss and clarify other institutional
approaches previously used in the little existitgrature about the reform processes in
the financing of political parties. Specially, tm®rmative institutionalism and the

historic institutionalism, as it is justified in &pter 5.

Second, other implication from this research is tbafirmation about party
funding laws that result from the conjugation of thdividual interest of the parties in
order to improve their reputation and to take ecoiccadvantage over the rest, as well
as to keep the widest margin possible to work irmanomous way. In opposition to
what parties express in public in the differenggegof the process, the introduction of
transparency in the party funding system does egxgand to their interest in becoming
more controlled by the citizens. Neither does ithe interest in imposing a financing
model in relation to the ideology of any party. Bansparency in the system is just the
result of the combination of the individual interesf the parties (regarding the
attributes, opportunities, beliefs and preferen@egjiving priority to their sources of
income over the rest of them and in introducingnalg of credibility in order to
improve their reputation for the voters. Politigadrties will have to submit to some
control in exchange for this, but they will havenhinimize it so that it does not limit
their room for manoeuvre.

Hence, with this research | have demonstrated wtiedr authors had already
signalled from the theoretical point of view as Mad from the empirical in relation to
the corrupt exchanges: the necessity of keepingaa geputation can be useful as a
mechanism of endogenous control due to the morstl bt any deviation from the
socially accepted standards may cause to a paltior political party. But above all,
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and this is the new thing, it is empirically demivated that the necessity of keeping a
good reputation takes part in the institutional nifea processes promoting parties’
actions for a better transparency.

This means that reputation acts as an instigatechanism of control with a
exogenous character (institutional). Neverthelesputation itself is not going to
promote the institutional change, but as it hasnld@monstrated in this research, the
competence for the economic resources is going ta key explanatory factor in order
to understand the designing processes of the gariging laws to increase the
transparency in the system. A statement that méarasccept three questions that
constitute a relevant contribution to the literatabout the financing of parties.

First, parties follow a maximizing logic when lang for economic resources. So,
all of them, apart from their ideology, their ecamo circumstances and their rival’s,
will want as many amount of resources as possilstatement that invalidates the
distinction that Scarrow makes (2004) between @saiinat always try to improve their
economic situationrévenue-maximizing view) and parties that opt for reforming or not
according to the economic position with regardhtorest ¢lectoral economy view).

Second, the thesis of the cartel parties does smotessfully explain why
transparency mechanisms are introduced in the defthancing. It is true that the so-
called cartel parties can conspired to reach aguate financing level and that is why
they agree to be economically linked together te 8tate (so, to increase public
financing), but it does not mean that they supptkssindividual competence for the
resources. On the contrary, and differently fromathe literature stands for in relation
to this question (Katz y Mair, 1995; Hopkin, 20048n Biezen, 2004), the conflict for
the resources is still present in the design ofpiéwy funding laws, in the daily life of
the political parties and specially during the rafqrocesses of the law. Then, the joint
interest in obtaining the resources of the Statelead parties to soften their individual
positions during the initial design of the laws litutloes not mean that the individual
competence is suppressed.

Third, due to the fact that parties follow a maiziimg logic in the achievement of
resources for their routine and campaign financihgir ideology is not determining to
explain either why at some point they decide toothiceex novo or reform the party

funding laws, or why they prefer a special contiestead of another one. It has been
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empirically demonstrated that political parties éalifferent preferences about which
financing model must be established. Additionallyhas been demonstrated that such
preferences depend on the income structure of faomation. But it is true that the
parties” ideology could explain why some defenddwample public financing better
than the private one, pragmatism is finally in adses. Therefore, the ideology has a
very limited weight when explaining the parties ideamn of introducing laws or
reforming them, in comparison to the weight tha ithdividual interest has in order to
improve their economic position and to improve tegaon (or to avoid damaging it).

Fourth, because the control of the corruptionanypfunding is influenced by the
fight for the political parties’ interests, its ihementation is obstructed by the
development of manipulating strategies by the egrtside. And this when defending
the favourable transparency and when carrying ittiorough the institutional design.
Parties opt for creating or not a law or for reforgnit according to the benefit they
expect to get from it, and always trying to minimthe costs that it can bring in case of
not supporting the process. But when the analyssloenefit does not seem favourable
and therefore, they individually prefer te@tus quo, they try to obstruct the process
despite the fact that the society and the circunecsts ask for a better transparency. And
all this making use of strategies that minimize tis& it can mean to reputation of a
party not to start or support the creation of a tawts reform. For this, when the time
arrives, the parties deny the necessity of havimgarly funding law or the need of
reforming it alluding to the individual honesty (ime Spanish case) and to the goodness
of an arbitrary (voluntaristic) system instead ofegulatory one (in the British case);
they individually try to safeguard their reputatiovhen it seems damaged by any
scandal extending the suspicion to the rest of &ions, and they even make a strategic
use of the decision rules in the passing and refgmrocess of the law in order to
safeguard their individual positions when they diszussing about something they are
not economically interested.

Finally, the third implication | get from this gearch is related to the used
methodology. This is, the comparative analysisofeihg the ‘most different systems”
design (Przeworski y Teune, 1970). Due to the tta&t the objective has been to check
the empirical validity of the analytical framewaook this research all the time using the
Spanish and British cases, once the hypothesislhee verified, | have to admit them
as a general validity. Now, always within the lisnimposed by the theory and above

all, by the selection criteria of the cases. Thaeefit is expected that the analytical
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framework will be valid to explain the process nétitutionalism of the transparency in
party funding when this happens in a consolidatechatracy which carries out two
conditions: first, that it belongs to the Europésmon until the 1995 accession process
and second that there is a law that includes terespy clauses and which have been
later proposed reforms. Always these circumstaapesogether, thex novo creation of
the party funding laws and their later reform fdvedter transparency will be able to be
explained according to the factors which have besalysed in the analytical
framework, being these necessary so that such ggeseccur.

In addition, we can take some other important iogpions from the selection
criteria of the cases for the scientific literatur€he first of them is that the
establishment of transparency and control of caitvapgnechanisms in party funding do
not depend on a cultural question neither do theminstitutional and democratic
tradition matters. This means that in this rese@atbemonstrated that, apart from the
political culture and the level of institutionalwddopment a country has in matters of
transparency and control, the predisposition ofgdies to control the way in which
they are financed and to reduce the corruptiorhis field is going to depend on the
economic benefit and regarding reputation they eixfiereach in exchange. And they
do it trying to safeguard the most they can theitoaomy for action in front of the
citizens.

The second implication | get from the “most diffiet systems” design is that the
factors influencing the establishment of transpeyemnd control of corruption
mechanisms in party funding are the same regardiegee financing model that rules
in the country. The higher or lower predispositioh the parties to introduce
transparency measures does not correspond to thieg imore or less dependent on the
public or private financing. Therefore, unlike drcdeduce from the thesis of the cartel
political parties, their influence in the institomial design for the corruption control is
just limited to the redistributive measures (publimding). However, it does not
influence in the rest of transparency mechanisrasadtle finally passed, neither does it
that the cartel parties have a higher predispaositian those which are not to establish
transparency mechanisms that limit their room fanoeuvre.

The previously presented implications in this sectire new and relevant in the
academic literature about the corruption contra about party funding, both from a
theoretical and empirical point of view. In fachet detail and depth in which the

Spanish and British cases have been presented ralgsed have let us not only
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verified the explanatory factors deduced from theoty but also know the complexity
of the internal political life in matters of finaing parties and the problem of
corruption. Because of this, the empirical partto$ research can be useful as a basis
for future works in relation with these subjects.

On the one hand, it could be completed with intdegpnpirical studies about how
the gradual institutionalising process of the tgamency in other European countries as
well as in other geographic areas in the world wgrking special importance to Latin
America. The Crinis Project, promoted by Transpayemternational, is actually
focused in this geographic area because the c@rughere has much relevance in
political funding. The objective of this project is compile qualitative information
about the current legislation systems, as well laguathe main actors” practices
involved in financing parties. Although there habeen analysed just eight Latin-
American countries by now (Argentina, Colombia, aoRica, Guatemala, Nicaragua,
Panama, Paraguay y Peru), this compiled basis ¢mutdore deeply analysed to know,
as in this research, the institutional design pgea# transparency, as well as its result
and to establish comparisons. In order to cargutt the analytical framework of this
work could be used with the aim of checking itsdity further in the geographic limits
established in the selection of cases | have egpli

On the other hand, the empirical information thas been presented about Spain
and the United Kingdom can be also useful to ggeéeén an aspect that has been
omitted on purpose in this research: the analysieeinternal processes (negotiations,
decisions, etc.) which are produced in each palificrmation and which appear in the
position that will be later defended in block imrit of the rest of parties. While this
work is focused on the interests they defend ohee& tespective positions are clearly
defined and they make it explicit like this, it wdlpe relevant for the literature to know
the process through which such position takes shapehis, it would be convenient to
analysed if there are factions or not inside eadltigal party with facing positions in
matters of the financing model that it should btal@shed, and the best moment to
make it. All this would let us go forward in thedwledge of the conformation process
of the strategies of the parties in so much relegaestions for the democratic quality

like institutional transparency and the contropofitical corruption.
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