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Abstract

The scope of powers of the legislature in the budgeting process of countries is
determined by the constitution or other relevant laws. In Iran's political system, the
parliament is an institution which has effective rule on entire budgeting process and
budget document. By the way, the changes of government's final income and
expenditure figures in the National Budget Act compared to the Budget Bill presented
to Islamic Consultative Assembly would show that it becomes a normal procedure in
Iran. This article is try to study the behavior of the representatives during the 9th and
10th periods of the Iran’s Islamic Consultative Assembly (2012-2019) in increasing
the figures of the appendix documents of national budget bill related to funding
construction budget. The theoretical framework is based on responsibility approach
of individual representatives in distributive politics’ literature. To provide this, we use
three defined criterions to consider equity-efficiency trade-off and also any deviation
from this rule throughout political factor. Based on the spatial panel econometric
method to consider the spatial effects and spillover of dependent variables, the results
indicate that the rule of the provincial representatives in the parliamentary budget
approval step was affected by efficiency criterion (share of annual provincial GDP in
national GDP) and political criterion (share of provincial effective parliamentary
position in total capacity). However, equality criterion (division of National GDP per
capita by the provincial GDP per capita) is not statistically significant. It seems that
in this periods the MPs approach is incompatible with some of their duties, which is
related to following up and solving the problems of the regions and constituent
demands aiming to reduce inequality and remove deprivation.
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Studying the Construction Budget Allocation
Pattern in the Parliamentary Budget
Approval Process;

Using a Spatial Econometric Approach

Fateme Mardani', Hadi Qavami*', Mohammad Taher Ahmadi
Shadmehri", Ali Cheshomit

Introduction: While the parliament role in budgeting process is defined by countries’
constitution or other relevant laws, in almost all democratic societies, it is necessary
for politicians, especially individual representative, to prove themselves deserving the
parliamentary position by budgeting in favor of their constituency or other pressure
groups which is called “pork barrel budget”. In fact, pork barrel politics is the
legislator’s practice of slipping funding for a local project into a larger appropriations
bill in exchange for political supports. In other words, discretionary earmarked
budgeting could be helpful to maintain political position or increase the probability of
winning the next election. The problem arises when the appropriation of government
spending for localized projects, which are known as wasteful government spending
are found each year in the budgets proposed by parliament. In order to investigate
factors which could present the welfare outcomes of such projects in Iran, this article
is aimed to study the behavior of individual representatives during the 9th and 10th
period of the Iran’s Islamic Consultative Assembly (2012-2019) in increasing the
figures of the first appendix documents of national budget bill related to funding
provincial construction budget. The theoretical framework is based on responsibility
approach of individual representatives in distributive politics’ literature. To provide
this, we use three self-defined criteria to consider equity-efficiency trade-off and also
any probable deviation from this rule throughout political factor. So, the main
question is about which one of those criteria plays as a main role in the geographic
distribution of government budget in approval budget process across 31 Iran’s
provinces.

Methodology: Spatial econometric is concerned with spatial externalities of
economic variables which often arise when observations are collected from points or
regions located in space. Such spatial externalities take the form of spatial interaction
(spatial autocorrelation) or spatial structure (spatial heterogeneity) in regression
models —cross sectional data or panel data. A spatial weighted matrix is a
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representation of the spatial structure of observations which crucially depends on the
definition of a neighborhood set for each one. This research use a rook contiguity-
based spatial weighted matrix defined neighbors by the existence of a common edge
between two spatial units. In this essay, the dependent variable is any change in
provincial construction budget in budget approval process based on the comparison
between the bill and the budget act during the 9th and 10th period of Iran’s Islamic
Consultative Assembly (2012-2019). Independent variables include the efficiency
index (the annual share of the province's GDP in total country's GDP), the equality
index (the ratio of the country's GDP per capita to the province's GDP per capita) and
finally, the political index (the ratio of the number of pivotal representatives of
province who are in the parliamentary positions). By parliamentary position we mean
the presence of provincial representatives in special parliamentary positions affecting
the budget approval process. The spatial Durbin panel data equation is estimated.
Findings and Discussion: Applying Spatial Durbin Model with fixed effects, suggest
that the confirmation of the effect of the efficiency criterion in equity-efficiency trade-
off and also the deviation from economical approach due to statistical significant of
political factors on increasing the figures of provincial construction budget. In other
words, any increase in the province's share in the country's GDP, and also in number
of pivotal individual representatives in effective parliamentary position in budget
approval process, would have significant effects on the measure of provincial
construction fund. However, equality criterion is not statistically significant. It seems
that in this parliamentary period, the MPs behavior were not compatible with some of
their duties, which are related to following up regional issues in order to reduce
inequality and to remove deprivation in the region. As a result, MPs tend to favor
province with higher level of development over those with greater needs.
Conclusion and Policy Implications: This paper has analyzed the main determinants
of geographic distribution of government budget in approval budget process across
31 Iran’s provinces. The results suggest that the significance influence of the political
variable shows the deviation of the Iran’s parliament from the task of monitoring and
evaluating the government's financial performance based on governmental budgeting,
which would disrupts the programmatic function of the budget. It seems that MPs use
governmental budget in exchange for future electoral supports via parliamentary
position. In addition, as the only informed politician authority about regional needs, it
is expected that MPs follow up the constituency’s issues and concerns. So equity index
is supposed to be into account by local representatives. To have this outcome, some
structural reforms need to be carry out.
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