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Consensus is growing about the fundamental principles underly­
ing economic policy reforms. In addition, a series of recent comparative
studies have increased scholarly understanding of the political conditions
necessary for launching such reforms.1 Yet understanding of the factors
that make reforms sustainable over the longer term is far less developed.
A wide-ranging and unresolved debate continues over the roles played by
institutions, politicians, interest groups, and the popular sectors. The in­
fluence of such groups tends to be marginal during the initial implemen­
tation of policies, a process involving an insulated group of technocrats.
As the reforms proceed, the opposition of different societal groups to spe­
cific policies may have some impact but is less critical to the success or fail­
ure of the adjustment program than overall economic performance (see
Geddes 1995).2 The primary strength of these groups is retrospective and
collective: they can vote reforming governments out of office. Elections­
and therefore voter behavior-are critical in sustaining economic reforms
over the long term. Voters can reverse economic reform programs, and at
times they do.3 Yet they also can playa major role in making programs
more sustainable by legitimating their continuation at the ballot box.4

* The authors would like to thank Alan Angell, Michael Coppedge, George Graham, and
Carol Wise as well as four anonymous LARR reviewers for their helpful comments.

1. For a description of the so-called Washington consensus, see Williamson (1993). The
most comprehensive survey of the conditions necessary for launching reforms under demo­
cratic auspices is Haggard and Webb (1994). A good review of recent literature on the poli­
tics of reform can be found in Geddes (1995).

2. The role of various interest groups is discussed in Nelson (1992).
3. For example, voters reversed major privatization legislation in Uruguay in 1992. Party

and union structures vary across countries and will determine the capacity that specific in­
terest groups and the general public have to carry out such reversals. For details on the
Uruguayan case, see Filgueira and Papadopulos (n.d.).

4. Karen Remmer (1993) used empirical evidence for the 1980s to demonstrate that elec-
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The content of the reform program-the balance between stabi­
lization objectives and those of redistribution or compensation-is likely
to affect electoral outcomes, particularly if the post-stabilization recession
is severe or long.s And while trade-offs may exist between redistribution
and growth, recent empirical analyses have emphasized the contribution
that certain kinds of public expenditure can make to political sustainabil­
ity and growth.6

Early political-economy analysis emphasized the influence of elec­
toral cycles on government policy at the macro-economic level. Yet little
has been done at the micro-level to disaggregate government policy, such
as public expenditure, and its effects on electoral outcomes. More recent
analysis has focused on the role of particular interest groups, the incen­
tives and behavior of bureaucrats and politicians responsible for reform,
and the ways in which differences in institutional structures affect the be­
havior of such groups. Little analysis has been made of how voters re­
spond to the different government policies that result. This article will
provide a more detailed analysis of public expenditures and voter behav­
ior during economic reform in Peru and thus will serve as an initial basis
for further comparative research.

Our primary objective here is to evaluate the political effects of a
significant increase in discretionary public expenditures targeting poor
groups, many of whom were previously marginalized from such state
benefits. More specifically, we will attempt to analyze the effects of these
expenditures on voting patterns as well as on government responses to
those patterns. Did the recipient groups in Peru exercise their votes dif­
ferently once their perceived stakes in government policy increased? How
did the government respond to changes in voting patterns? Will these
changes enhance the ability of such groups to exercise political choice in
the longer term? Did the expenditures increase political support for con­
tinuing economic reforms? Did these expenditure trends have positive ef­
fects on political development by giving stronger voice to previously mar­
ginalized groups? This point is particularly important in the Peruvian
context, where the traditional mechanisms for guaranteeing political ac­
countability-such as the judiciary, the legislature, and political parties­
are extremely weak, and elections are one of the few channels through
which the public can effectively influence governance (see, for example,
Conaghan 1995a).

tions have actually enhanced the adoption of orthodox economic policies in Latin America.
Barbara Geddes, meanwhile, building on Nelson's (1992) work, found that even in countries
where real wages fell, and often dramatically, fewer than half the initiating governments
were defeated in the first election after the beginning of reforms (see Geddes 1994).

5. The role of compensation policies in enhancing the political sustainability of reform is
discussed in a comparative context in Graham (1994).

6. Alberto Alesina and Roberto Perotti have noted that fiscal redistribution can reduce the
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While we are interested in the effects of public expenditures on sus­
taining economic reform, it is difficult to distinguish between oppor­
tunistic or "populist" government behavior and coherent strategies for
sustaining economic reform. First, the definition of populism has always
been broad and is currently being revisited in many analyses of Peruvian
politics.? Second, because opportunistic political objectives coincided
with those of reorienting expenditures to poor rural areas in Peru, it is dif­
ficult to determine which motives were operating. Third, no existing body
of literature examines the effects of public expenditures on voting out­
comes or reform. The scant evidence available suggests that focusing com­
pensatory resources on interest groups who oppose reform is rarely an ef­
fective means of enhancing its sustainability. The same evidence suggests
that it is possible to build new coalitions supporting reform by reaching
groups previously marginalized from state benefits.8 A plausible explana­
tion in the Peruvian case is that politically driven "opportunistic behav­
ior" may also have had positive effects on the political sustainability of re­
form by increasing the relative political weight of the vote of marginalized
groups and giving them a new stake in the reform process. Our analysis
of the effects of discretionary social expenditure on voting behavior will
explore this hypothesis further, although we will not answer the question
definitively. We will also attempt to distinguish the effects of public ex­
penditures on voting behavior from the effects of other significant vari­
ables, such as the resurgence of economic growth and consequent reduc­
tions in poverty as well as the unexpected "defeat" of the violent guerrilla
movement Sendero Luminoso in mid-1992.9

propensity to invest by increasing the tax burden on investors. The same policies may reduce
social tensions and therefore create a sociopolitical environment that is more conducive to in­
vestment and growth (see Alesina and Perotti 1994). Nancy Birdsall, David Ross, and
Richard Sabot have challenged the traditional view that trade-offs exist between redistribu­
tive and growth objectives. They compared the experience of the East Asian economies hav­
ing high levels of investment in primary education and high levels of growth economies with
several economies in Latin America with much weaker records in growth and inequality. See
Birdsall, Ross, and Sabot (1995).

Z Kenneth Roberts interprets the Fujimori phenomenon as a new brand of populism that
is compatible with neoliberalism and fiscal constraints. Instead of drafting universal redis­
tributive policies, politicians like Fujimori use populist political tactics and selected targeted
policies to deliver material benefits to particular groups. As with "traditional popUlism," in­
stitutionalized forms of political representation have broken down. For an excellent analysis,
see Roberts (1995). See also Kay (1995). For other recent literature on what "political model"
best fits Peru under Fujimori, see Tuesta (n.d.), particularly the chapter by Cynthia McClin­
tock, and Cameron and Mauceri (n.d.).

8. Indeed, utilizing at least some compensatory resources to reach needier groups previ­
ously marginalized from state benefits may be a more effective strategy for building support
for reform. For comparative evidence based on the experience with safety-net policies in six
countries in three regions, see Graham (1994).

9. GDP increased by 19 percent between 1990 and 1994. This astonishing turnaround was
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We posit that voting behavior in Peru since 1990 fits a "retrospec­
tive voter model" in which electoral outcomes are determined by voters
punishing or rewarding incumbent performance rather than by other fac­
tors like partisan influence. We further 'posit that "performance" in Peru
has hinged on three major trends: economic performance, terrorism, and
discretionary public expenditure.1o Although we consider the first two
trends the most significant variables, this article will explore the relative
importance of shifts in public expenditure in influencing electoral behavior.

In Peru in 1990, political stalemate and government incompetence
amidst hyperinflation and guerrilla violence resulted in voters rejecting
not only the governing APRA party but all traditional political parties.
This situation created a political opening for sweeping economic reform
and also transformed a political context largely dominated by a small
party-based elite with weak ties to most rural regions of the country.l1 At
the same time, the increased importance of the independent vote versus
party lists may have given more weight to votes cast outside Lima.1 2 The
extent to which the new system responds to the traditionally neglected
voters outside Lima has implications for the politics of reform, and more
generally for the manner in which democracy is developing in Peru.

Giving more weight to voters outside Lima may not have been Pres-

facilitated by a great deal of underutilized capacity remaining in the economy due to the
deep recession of previous years. The poverty head-count ratio fell, meanwhile, from a high
of 55 percent of the population in 1991 to 46.5 percent in 1994. The poverty gap fell from 21
percent below the poverty line to 17.5 percent. For details, see Favaro and MacIsaac (1995).

10. In a cross-country analysis of party fragmentation, Michael Coppedge found that the
stronger party identification is, the less economic performance affects voting behavior. Our
analysis suggests that a slight variation of this phenomenon applies to Peru in the early
1990s: as party identification weakened, economic performance had stronger effects on vot­
ing behavior. See Coppedge (n.d.) and Conaghan (l995b).

11. Although parties had a weak rural presence, APRA maintained some traditional ties
in the rural north, and the Izquierda Unida retained some bases of support in the southern
and central highlands.

12. Until 1993, voters in Peru voted for party lists rather than fo,! specific candidates and
then indicated a preferential vote for a particular candidate. This approach meant that can­
didates had no local links, responsibility, or representation. The Constitution of 1993 elimi­
nated assured congressional representation by department and established a single voting
district at the national level. Voters are still allowed to indicate two of their preferential votes
for the Congress, but from only one list. Single-district models with one representative make
it easier for voters to judge who is responsible for performance and outcomes. Yet rural in­
terests are likely to suffer in single-district models of proportional representation if the rural
population is in the minority. The effects are as yet unclear in Peru, where the rural popula­
tion is not in the minority but has traditionally been less politically active, informed, and ar­
ticulate. The erosion of parties and the rise of several independent coalitions may be giving
more weight to individual votes. That is, the number and location of votes may matter more
now as voters are less likely to hew to partisan lines. Critics of the 1993 changes contend that
eliminating assured representation has given Lima more electoral weight and that not al­
lowing voters to indicate preferences on more than one list favors large parties. Yet neither
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ident Alberto Fujimori's intent, as his tendency is to centralize power.13
But measures related to the economic reform program, such as the de­
mand-based social fund and the reallocation of municipal funds to small
rural municipalities, took on a life of their own through their outreach to
poor and remote regions. In an analogous fashion, Fujimori's discrediting
of traditional political parties also took on a momentum of its own in giv­
ing more weight to the "independent vote," which showed itself no more
committed to Fujimori than to the established parties.14

Fujimori's initial political base consisted of traditionally poorer de­
partments.15 The benefits of economic reform were less visible in these de­
partments, and their support for Fujimori decreased by 1993. From that
point on, these departments became the focus of discretionary public ex­
penditures, a general trend that helps explain the changes in government
expenditure occurring after 1993. Some outlier cases, however, where
major increases in discretionary expenditures were made to departments
with higher than average incomes and better social indicators, suggest
that additional political factors influenced those allocations. These trends
and their role in determining electoral outcomes will be explored in the
final section of this article.

To discern voting patterns, we have used several kinds of data: elec­
toral data from national elections in 1990, constituent assembly elections
in November 1992, municipal elections in January 1993, a constitutional
referendum in October 1993, national elections in April 1995, and munici­
pal elections in November 1995. Two important.caveats in analyzing vot­
ing patterns are differences in the kinds of elections held (presidential,
constitutional, municipal) and changes in the electoral laws with the pas­
sage of a new constitution in 1993.

In describing patterns in discretionary public expenditure, we
focus on expenditures made by means of three distinct mechanisms: the
emergency social fund (FONCODES), municipal transfers, and a school­
building program (INFES).16 All these expenditures are highly discre-

outcome is evident in the 1995 results. For details on the electoral system, see Palmer (1995).
For details on the effects of representation formulas, see Keefer (1995).

13. Our interviews with some of Fujimori's advisors in the Finance Ministry suggest that
while he may have not been aware of the unintended consequences of his policies, they were.

14. This finding is interesting in light of Kenneth Roberts's proposition that targeted ben­
efits may create stronger clientelistic bonds than universal benefits (Roberts 1995). While the
reallocation and targeting of public expenditures may have had clientelistic and political ob­
jectives, they seem to have been ineffective at creating a loyal clientelistic political base.

15. Roberts (1995) identified three distinctly populist features of the Fujimori government:
a heterogeneous constituency with widespread lower-class support, a personalistic leader­
ship style, and the absence of institutionalized political mediation.

16. One category of discretionary (and extra-budgetary) expenditure that we do not in­
clude (due to lack of disaggregated data) is FONAVI, the housing fund. Its monies, which
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tionary in nature and in theory target the poorest in societ~ the groups
least likely to benefit from "normal channels" of public expenditure. We
selected FONCODES because of its high visibility as a program for the
poor. Despite the demand-based mechanism for allocating funds, FON­
CODES expenditures remained vulnerable to government discretion in
overall amounts and locational priorities. INFES expenditures are also
discretionary: they are extra-budgetary and are managed by the Ministe­
rio de la Presidencia rather than by the Ministerio de Educaci6n. We in­
cluded municipal transfers because the government changed the alloca­
tion mechanism after the loss of the 1993 municipal elections. Moreover,
this mechanism can be altered each year by the executive. The purpose of
our analysis is to determine the criteria for allocating expenditures across
departments; to identify any changes in expenditure allocations related to
electoral outcomes and upcoming elections; and to determine the extent to
which these trends explain voting patterns during economic reform in Peru.

Discretionary expenditures must be considered in the context of
aggregate trends in public expenditure and their political effects. Overall
public social expenditures in Peru dropped dramatically in the late 1980s,
as did expenditures targeting the poor. Beginning in 1993, overall levels of
expenditure increased markedl~ as did those targeting the poor through
the social fund. I ? An important question not analyzed here but worth
raising is to what extent discretionary public expenditures are made at the
expense of other essential but less visible expenditures, like those in basic
education and health. A related question is whether discretionary expen­
ditures, which tend to be more visible, are more effective in influencing
voter behavior and therefore a more useful tool for enhancing the political
feasibility of reform, at least in the short term, than expenditures chan­
neled through the permanent public social institutions such as line min­
istries. An additional concern is that because of the discretionary nature of
these expenditures, they are more difficult to monitor through normal
mechanisms of fiscal control. Many critics blame the 1994-1995 increase

come from a payroll deduction, are supposed to provide support for low-income workers. In
practice, however, the distribution of the funds is regressive and urban-biased.

1Z In 1991 and 1992, targeted social expenditures were 0.5 and 0.4 percent of GOP respec­
tively. Spending on health, for example, had fallen to a low of five dollars per person by the
early 1990s, while the average for the region was forty-six dollars. This trend was gradually
reversed as economic growth resumed and the fiscal situation improved. In fiscal year 1996,
the government planned to spend 40 percent of the total budget on social expenditures, up
from 20 percent in 1994 and 30 percent in 1995. The share going to health rose from 4.1 per­
cent in 1991 to 6.2 percent for 1996, and education's share rose from 5.5 percent to Z9 percent.
Targeted social expenditures increased dramatically, meanwhile, with 22.6 percent of the
total budget going to the Ministerio de la Presidencia to cover the costs of regional govern­
ments and targeted social expenditure programs. For details, see World Bank (1994) and "Min­
isterio de la Presidencia concentra 22.60/0 del presupuesto," £1 Comercio, 7 Oct. 1995, p. AZ
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in discretionary expenditures in Peru for an "overheating" of the econ­
omy, which necessitated a fiscal adjustment in early 1996.

Finall)j limits must be recognized on the comparability of the Pe­
ruvian case. First of all, the Fujimori government suspended the constitu­
tion and closed the legislative and judicial branches of government in
April 1992, replacing them with new ones after the 1993 referendum. Al­
though the elections held after the 1992 "autogolpe" were deemed gener­
ally free and fair by outside observers, the political dynamic had obvi­
ously been altered significantl)j and electoral conditions were far from
perfect. Second, the challenge from Sendero Luminoso and its sudden de­
feat when the government captured its leader in September 1992 also
changed the political dynamic by giving the population a criterion for
evaluating the government that was at least as important as economic
performance. Third, in 1994 an unexpected major increase in government
revenues resulted from a two-billion-dollar overbid in privatizing the na­
tional telephone company, which awarded the government an unexpected
source of discretionary funds.

INCORPORATING PUBLIC EXPENDITURES INTO

THE POLITICAL ECONOMY LITERATURE

This article seeks to contribute to the existing literature on political
economy in general ("the new political economics") as well as to the liter­
ature on the political economy of reform. A brief review of several models
of political-economy cycles will highlight the contribution that this analy­
sis can make.1S The traditional opportunistic model attempts to explain
government behavior from the point of view of macroeconomic variables
prior to elections and focuses primarily on aggregate variables and in­
dustrialized countries. This model assumes a "political business cycle" in
which all politicians are opportunistic and all voters cast ballots according
to past performance. Because all incumbents inflate the economy toward
the end of their terms in office to lower unemployment, inflation surges at
election time, followed by a contraction after the election (see Nordhaus
1975).19 In contrast to this model, our analysis will focus on the role of a
microeconomic variable-discretionary public expenditure-in influenc­
ing electoral outcomes during reform. It will also focus on a developing
country rather than on the industrialized countries assessed in the theo­
reticalliterature on political economy.

The rational-actor approach, which also focuses on macro-vari­
ables, introduced the concept of rational voter behavior rather than adap-

18. This section draws heavily on a review of the literature made by Alberto Alesina in
1993.

19. For details on the role of veterans programs, for example, see Keech and Pak (1989,
11-12).
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tive expectation. According to this perspective, politicians are judged by
the electorate according to their ability to perform in a number of areas,
such as reducing waste in the budget process or promoting growth with­
out inflation. While policymakers are better informed than citizens, their
opportunistic behavior is tempered by voters' rationality and understand­
ing of politicians' incentives (see Cukierman and Meltzer 1986; Rogoff
and Sibert 1988; and Persson and Tabellini 1990). Our analysis makes no
ex ante assumptions about voter behavior, although it will consider indi­
rectly the relevance of the approach to patterns of voting behavior in Peru.

Finally, the traditional partisan model hinges on the varying
weights that relevant political parties place on economic outcomes, such
as unemployment. The strongest version of this model assumes nonra­
tional expectations among voters and that all parties are "partisan," with
left-wing parties attributing a higher cost to unemployment relative to in­
flation than do right-wing parties and voters who choose the party offer­
ing their preferred policy outcome. A host of more "nuanced" adaptations
of this model can be found (for an example, see Hibbs 1992). Although our
analysis also considers the key role played by differential distributional
outcomes, we focus on the role of fiscal transfers and implicitly on their
impact on income distribution rather than on the Phillips curve trade-off
between inflation and unemployment. In addition, we focus on the be­
havior of individual voters rather than on the role of parties, given that the
parties' influence on outcomes in the Peruvian elections held during the
period under study was marginal at best.

The literature on the political economy of reform has focused more
on the conditions necessary for launching reforms than on those neces­
sary for sustaining them, also considering the roles played by particular
interest groups in opposing or supporting economic reforms. Several
studies based on empirical evidence find no correlation between regime
type (authoritarian or democratic) and performance in economic reform.
They also suggest that newly elected governments possess distinct ad­
vantages over incumbents in initiating reform programs. Launching re­
form tends to be easier in contexts where the pre-reform crisis is severe (as
with hyperinflation) and results in a broad societal consensus that the sta­
tus quo is unsustainable. Some degree of bureaucratic insulation for key
policymakers can also play an important role favoring reform. Reform is
more likely to be delayed in contexts where party systems are fragmented
or highly polarized, where political or economic influence are distributed
very unequally, and where much uncertainty exists about the outcome of
reform.20 Finall)', several studies suggest that interest groups and popular

20. See, for example, Alesina and Drazen (1991). In the case of Brazil, Cheikh Kane and
Jacques Morrisett have suggested that because the burden of inflation falls on the middle
class rather than on wealthier and probably more politically powerful groups, necessary sta­
bilization policies were delayed for several years. See Kane and Morissett (1993).
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opposition have remarkably little ex ante influence on the policy-making
process (see Nelson 1992; Geddes 1995). Their primary influence seems to
be collective and retrospective, judging performance after elections. To
date, analysis of electoral outcomes and reform has focused on macro­
variables. Our analysis represents a departure in focusing on electoral
rather than interest-group responses to government policies and on a spe­
cific government policy (discretionary expenditure) rather than on the
macroeconomic policy more generally.

The analysis of micro-variables, such as specific programs targeted
to key constituencies, may be a more effective tool for identifying oppor­
tunistic expenditure cycles than analysis of macro-variables. This ap­
proach may be even more relevant in developing countries, where public
understanding of government policies and macro-outcomes is often lim­
ited. In addition, opportunistic expenditure behavior is more likely in
young democracies. Several studies have focused on these kinds of vari­
ables, such as Edward Tufte's study of the relationship between fiscal
transfers and elections and Carol Graham's work on the effects of com­
pensatory programs on voting behavior during reform (for details, see
Alesina 1993; Graham 1994; Tufte 1978). This article focuses on the role of
discretionary public expenditures. The existence of a reform program and
repeated elections in Peru may also yield some insights into how such
government behavior affects the sustainability of reform.

INITIAL CONDITIONS: THE EFFECTS OF THE 1990 ELECTIONS

The disastrous performance of Peru's oldest and most established
political party, the Alianza Popular Revolucionaria Americana (APRA),
during its tenure in power (1985-1990) dramatically changed the land­
scape of Peruvian politics. First, this experience discredited the traditional
political establishment and parties in particular.21 Second, by dramati­
cally reducing partisan criteria in the voting process, this process opened
the door for independent candidate Alberto Fujimori and a host of other
such candidates.22 Fujimori's rise to power signified a political revolution
of sorts in giving Peruvian voters alternatives that were virtually free of
partisan loyalties, at least in the short term. An implicit hypothesis of our
article is that this change made the electoral process in Peru more respon-

21. A 1995 survey found political parties last on the list of institutions trusted by Peru­
vians, with only 3.6 percent of those outside the capital and 2.3 percent of Limefios indicat­
ing faith in political parties. For details, see Sagasti et al. (1995).

22. The APRA debacle and Fujimori's rise to power are discussed in detail in Graham
(1992). Throughout Fujimori's term, a host of independents established an important politi­
cal presence. These included Ricardo Belmont (the highly popular mayor of Lima) and his
Obras coalition, Alejandro Toledo and CODE-Pais Posible, Fernando Caceres and Frenatraca
in Arequipa, and Rafael Rey and the conservative Renovaci6n movement.
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sive to the traditionally marginalized rural population and therefore more
broadly representative-not necessarily because this outcome was one of
Fujimori's objectives but because the previous system had been domi­
nated by a party structure that was largely elitist and based in Lima and by
a voting system that emphasized party lists rather than local representation.

Fujimori's rise to power stemmed from three distinct phenomena.
The first was the extent to which the Peruvian state had deteriorated over
time. By the 1980s, the state had become incapable of meeting the increas­
ing demands on it for basic services such as primary education, health,
and protection from crime. The second phenomenon was the severity of
the economic and sociopolitical crisis, and the extent to which the public
perceived that not just APRA but all traditional political parties in Peru
were part of a nonfunctional state system. The third phenomenon was the
nature of the 1990 political campaign. Mario Vargas Llosa, the country's
best-known writer but an unlikely political candidate, led the field until a
few weeks before the elections. Yet the public's perception of Vargas Llosa
as belonging to the elite as well as his formal ties to the parties of the tra­
ditional Right through the FREDEMO alliance were political liabilities in
a racially divided and increasingly impoverished society. This situation
was exacerbated by FREDEMO's campaign style and slogans, which ap­
pealed far more to the aristocracy than to the mestizo and Indian popula­
tions. Equally damaging was the blatant display of large sums of money
financing the FREDEMO campaign, underscoring the coalition's identity
as an alliance among the rich.23 Finally, although most Peruvians ex­
pected some sort of stabilizing economic measures after the elections, Var­
gas Llosa's constant references to an upcoming "shock" did little to gen­
erate voter support.

Fujimori, former rector of the Universidad Agraria, entered the
campaign just three months prior to the first electoral round as a political
unknown. His campaign message was vague but simple, stressing work,
honesty, and technology. His electoral coalition, Cambio 90, established its
primary base of support among small and medium-sized businesses as
well as in the limited but active evangelical community, which generated
popular support in shantytowns and other low-income areas.24 Fujimori's
vague platform as well as his being of Japanese rather than the traditional
European origin seemed to appeal broadly, particularly among lower-in­
come groups. Vargas Llosa won the first electoral round, with 32.7 percent
of the vote versus Fujimori's 29.1 percent, APRA's 22.6 percent, and the

23. The FREDEMO campaign spent approximately eleven million dollars, at least ten times
the amount expended by any of the other campaigns. GDP per capita, meanwhile, fell by 25
percent in 1989-1990. For details, see Graham (1992).

24. Peru remains primarily Catholic. Evangelicals make up only some 4 percent of the total
population, although some estimates claim as many as 8 percent.
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Izquierda Unida's 5.2 percent. But it soon became clear that Fujimori
would win the support of APRA and the Left in the second round, which
he took with 62.5 percent of the vote over 37:5 percent for Vargas Llosa (see
table 1).

Fujimori had neither any organized base of support in the Congress
nor any coherent plan for governing. His original cabinet was eclectic and
multiparty in nature, combining members of the traditional Right and
Left with independents. After a meeting with the heads of the Interna­
tional Monetary Fund, the International Development Bank, and the
World Bank, Fujimori became convinced of the need to adopt an orthodox
economic strategy. In August 1990, the government implemented a shock
stabilization program that succeeded in curbing hyperinflation but also
resulted in deep recession and further increases in poverty and unem­
ployment in the first two years.25 Fujimori nevertheless retained a sur­
prising amount of popular support and met with little resistance to his
economic program from the Congress.26 The opposition in Congress was
much more concerned with the government's record on human rights in
the fight with Sendero and the increasingly free reign given to the military.
Fujimori's authoritarian style soon alienated those in his cabinet who were
not personal loyalists and led to deteriorating relations with the Congress.
On 9 April '1992, Fujimori closed down the Congress and the judiciary as
well, declaring a period of "national reconstruction." In response to inter­
national pressure in the weeks following the autogolpe, he called for elec­
tions for a constituent assembly to be held in November 1992 and for a ref­
erendum on the new constitution in October 1993.

While Fujimori's measures were ,strongly criticized abroad, they
were very popular with the Peruvian public. His poll ratings soared after
the coup. One reason was that the Congress (along with the political par­
ties) was still perceived as part of the discredited "old system" by much of
the public. A few months later, in an intelligence coup in September 1992,
the government captured Abimael Guzman and the top leaders of Sen­
dero Luminoso, thereby decapitating the movement. By 1993, the econ­
omy had begun to recover, growing at 6.3 percent in 1993 and then boom­
ing at 12.9 percent in 1994. Consequentl)j most Peruvians credited
Fujimori with "saving Peru" from the depths of crisis.

The following analysis of voting patterns and public expenditures

25. The most extreme increases in poverty occurred from 1985 to 1990, due to the APRA
government's poor economic management. Poverty in Lima, for example, affected 17 per­
cent of the population in 1985 but had risen to 54 percent by 1990. By 1996, however, this fig­
ure had dropped back down a few points to 49 percent, largely as a result of renewed growth.
The steadiest decreases occurred in rural poverty. See Glewwe and Hall (1992); and "La po­
breza en el Peru, 1994-1996," Cuanto, Nov. 1996, p. 16.

26. Most measures could be implemented by executive decree, with the Congress having
only a retroactive review power. Even then, few economic measures were questioned.
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TABLE 1 Peruvian Presidential Election Returns, 1985-1995, in Percentages

Party, CoalitioN, 1985 1990a 199()a 1995
or Candidate First Round Second Round
Acci6n Popular 7.2
APRA 52.1 22.6 4.2
Cambia 90 29.1 62.5 63.7
CODE 11.9
FREDEMO 32.7 37.5
Izquierda Socialista 4.8
Izquierda Unida 26.7 5.2
Obras 2.0 2.4
A. Toledo 3.4
J. Perez 22.4
Others 2.1 3.9

Total 100.0 96.4 100.0 100.0

Votes in absentia 8.8 22.8 20.1 31.0
Null votes 7.3 7.8 8.0
Blank ballots 5.0 1.7 5.4

Source: Junta Nacional Electoral.

a The 1990 percentages have been adjusted to account for the new method of cal-
culating votes introduced in 1993, which counts only valid votes rather than total
votes cast.

since 1990 seeks to evaluate how voters responded to "the Fujimori revo­
lution." We posit that the increased importance of independent votes and
votes outside Lima may have forced the government to be more respon­
sive to the concerns of voters outside the capital (which has traditionally
dominated the attention of governments and politicians). Our goal is to
evaluate the extent to which such a response occurred and its role in con­
tributing to the political sustainability of economic reform in Peru.

VOTING BEHAVIOR, 1990-1995

For purposes of this study, we have classified the factors that influ­
ence voting behavior into three main categories: economic performance,
party affiliation, and the provision of public goods and services, includ­
ing nondiscretionary services such as security and discretionary ones like
income transfers. This list of factors is not exhaustive, but it has allowed
us to isolate variables for which data are available (such as discretionary
public expenditures and trends in the number of terrorist attacks) and that pre­
sumably affected voting behavior in Peru over the five-year period. Issues
like the candidate's popularity are also important but lie outside the scope
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of our analysis. A theme running throughout the analysis is that with the
decline of Peruvian parties, voter behavior became more "retrospective,"
meaning that voters reward or punish incumbents according to their per­
formance in power rather than voting along partisan or clientelist lines.
Although voters in Peru voted unpopular incumbents out of office in the
past, they never rejected the entire political establishment in the extreme
manner demonstrated since 1990. Prior to 1990, parties remained relevant
political actors despite volatility in support.27 The decline in support for
parties since then has accelerated as economic performance has improved
during the Fujimori government.

Economic performance during the administration of Alan Garcia
(1985-1990) was dismal. Inflation soared to a four-digit level, per capita
gross domestic product (GOP) fell, and the exchange-rate premium
reached its highest level ever. The number of terrorist incidents per hun­
dred thousand citizens climbed to an annual average of 14.2, compared
with 8.1 during the preceding Belaunde administration. Consequently,
APRA fared poorly in the first round of the 1990 elections, although it
managed to retain a remarkable 22.6 percent of the votes (as compared
with its average of one-third of the votes in Peruvian elections). Much of
this support can be attributed to traditional hard-core APRA loyalists.
APRA received the highest levels of support in 1990 in the Aprista dis­
tricts of the north, such as Piura, Tumbes, and La Libertad. APRA fared
worse in other parts of the country, particularly in areas with high levels
of terrorism: Ayacucho, Junin, Pasco, and Huancavelica (sierra districts
previously neglected by political parties and in public expenditures).28
For a codification of departments by location and income levels relative to
the national average, see table 2.

Although Vargas Llosa won the first electoral round with 32.7 per­
cent of the vote, he fell short of the required majority. Fujimori took 29.1
percent, faring best in the departments with the highest rates of terrorism.
In Junin, for example, Fujimori won 52.5 percent of the vote, versus 29.5

27. In Peru, partisan loyalty has traditionally been volatile, particularly in the Center and
on the Right. Yet the virtual disappearance of parties since 1990 stands in contrast to the sit­
uation in other Latin American countries, where party loyalties remain stronger. A study
conducted in Mexico, for example, found that individual loyalty to parties remains very
strong. The more likely a voter was to have voted for the PRI in a prior election, the less likely
he or she would be to support an opposition party. Conversely, the greater the belief that the
economy would improve if a party other than the PRI were to gain power, the greater the
likelihood of voting for an opposition party. The study concluded that the findings are in­
consistent with the "retrospective" voting model. See Dominguez and McCann (1995). It
would be useful to have comparable results for Argentina, where the incumbent party enjoys
a strong traditional following, has performed well at reform, and has been reelected.

28. This outcome contrasts sharply with the 1985 results, where APRA won in all but three
departments. By 1990, APRA's support had plunged in the departments with high rates of
terrorism.
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TABLE 2 Peruvian Departments according to Location and Income Levels, 1992

Income Level
Above average

Average

Below average

Coast or Lowland
Arequipa
Lima
Moquegua
Tacna

lea
La Libertad
Lambayeque
Piura
Tumbes

Sierra

Junina

Pascoa

Ancasha

Apurimaca

Ayacuchoa

Cajamarca
Cuzco
Huancavelicaa

Huanucoa

Puno

Jungle
Loreto
Madre de Dios

Ucayalia

Amazonas
San Martin

NOTE: Department income levels are based on the ratio of department income to gross na­
tional product per capita in 1992. For a breakdown, see table 4. Average income level for
Callao was not available.
a Departments with high rates of terrorism.

percent for FREDEMO and 8.8 percent for APRA. In the second round, Fu­
jimori also received high levels of support in the departments hit hardest
by terrorism: Ayacucho (81 percent), Junfn (67 percent), Pasco (62 percent),
and Huancavelica (84 percent). Evidence suggests that ethnic characteris­
tics also played some role during the second round of elections due to the
polarized tone of the electoral campaign.29

Although party affiliation lost importance at the national level in
1990 and support for Fujimori reflected a general dissatisfaction with the
traditional party system, parties continued to influence electoral out­
comes. For example, APRA's support for Fujimori in the second round
was critical to his 1990 victory. APRA's and Fujimori's combined percent­
ages in the first round, compared with Fujimori's percentages in the sec-

29. Another contention worthy of considering is that religion became a factor during the
second round of voting. Somewhat ironically, the Catholic Church felt sufficiently threatened
by the surge in support for a movement backed by evangelicals that it openly endorsed Var­
gas Llosa, thereby backing an agnostic against a Catholic (Fujimori) (see Graham 1992). Yet
in Ucayali, where Fujimori fared worst, Catholics represented the smallest proportion of the
population (77 percent) of all departments. In Piura, where Catholics account for 94 percent
of the population, Fujimori scored highest against Vargas Llosa (87 percent).
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ond round, match almost perfectly in four departments: Callao, Pasco, San
Martin, and Ucayali. Support for Fujimori in traditionally Aprista depart­
ments was also relatively high, reflecting APRA's official endorsement.
The departments where Fujimori's final vote far exceeded the additional
support from APRA's endorsement are those in the southern and central
sierra where the Izquierda Unida had been strong in the 1980s and those
with the highest rates of terrorism. In Ayacucho, for instance, Fujimori ob­
tained 25.2 percent of the votes during the first round and APRA garnered
12.5 percent. But in the second round, Fujimori received 81 percent of the
votes. Similarly, Fujimori won in Huancavelica by 84 percent in the second
round, 41.3 percentage points more than his and APRA's combined total
in the first. Thus in areas of intense terrorism, APRA's endorsement may
have helped but cannot explain the magnitude of Fujimori's second-round
support.

The extent to which the role of parties dwindled by 1992-1993 and
further by 1995 is remarkable. The two best-established parties, APRA
and Acci6n Popular (AP), boycotted the November 1992 constituent as­
sembly elections, partly for fear that they would fare poorly. Fujimori's
Nueva Mayoria-Cambio 90 coalition captured forty-four of the eighty
seats. The second-highest winner, the Partido Popular Cristiano (PPC),
won only eight seats, and a new coalition representing leftist parties won
only four. The remainder of the seats were captured by small independent
coalitions.3D In the municipal elections in January 1993, independent can­
didates won most of the provincial and department capitals, including
Lima. APRA and AP each won only four department capitals, and each re­
ceived just over 12 percent of the national vote. As in 1990, support for es­
tablished parties plummeted in the poor and remote regions of the sierra,
which tended to have high levels of terrorist violence. But the increasingly
evident decline of parties did not translate into direct support for Fujimori
and his Nueva Mayoria-Cambio 90 Frente, which received only 2.8 per­
cent of the national vote. Cambio did not run candidates in all depart­
ments and won only one capital, suggesting its limits in operating as a
coalition on the national level (see Crabtree 1995). Instead, almost half (48
percent) of the nation's vote went to a variety of independents.31

To the surprise of most observers, Fujimori won the subsequent Oc­
tober 1993 constitutional referendum by only a small margin, far from a
ringing endorsement. Although Fujimori won in the capital city, he lost in

30. According to an in-house document of the Peruvian Comisi6n Electoral Nacional, Nov.
1992, Embassy of Peru, Washington, D.C.

31. An interesting result in these elections in terms of the retrospective voting model is that
the highest electoral support went to mayors who were reelected in districts where they were
perceived to have good performance records. This pattern occurred at the provincial level (in
Chiclayo, Cuzco, Tacna, Arequipa, and Callao) as well as at the district level (in Miraflores,
Chorrillos, San Isidro, San Luis, and Surquillo). See Apoyo (1993).
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most other departments outside Lima (see table 1). Several plausible ex­
planations can be advanced for this outcome. One is that while Limenos
were beginning to see the benefits of economic reform, other Peruvians
were not. Another is that the "no" vote in the referendum reflected a
protest vote against Fujimori's performance rather than support for polit­
ical alternatives. Unlike the municipal elections, in which several inde­
pendents provided viable alternatives at the local level (many having
good performance records), there was no alternative to Fujimori in 1993 at
the national level, nor was the referendum structured to provide one. In
addition, the opposition's campaign exhibited a lack of unity that high­
lighted the political parties' general disarray. Many voters, particularly in
rural areas not benefiting economically, probably had doubts about sev­
eral aspects of Fujimori's policy and found little risk in voting "no." A
good example was widespread popular opposition to a government pro­
posal to decentralize education, a major issue in the opposition's cam­
paign and in the municipal elections as well. The common perception was
that the benefits of the reform would be concentrated in resource-rich
Lima at the expense of schools in poor and remote municipalities.32

Whatever the reasons for Fujimori's losses outside Lima, the na­
tional government seems to have taken the message seriously and re­
sponded with major increases in discretionary public expenditures out­
side the capital, particularly in some departments where the "no" vote
was high. The strategy has produced mixed results. In some cases, expen­
diture increases correlate with increased support for Fujimori in 1995, but
in others they do not.

In 1995 Fujimori won the presidential elections in the first round,
with 63.7 percent of the vote, well above the 51 percent required to avoid
a second round. Javier Perez de Cuellar came in second with 22.4 percent
of the votes. APRA received only 4.1 percent of the vote, the Izquierda
Unida 1.9 percent, and Accion Popular 1.6 percent. All the parties were
plainly discredited.33 Perez de Cuellar, who had spent most of his life
working abroad as a diplomat, appeared to be as out of touch with Peruvian
realities and as unlikely a candidate as Vargas Llosa. Fujimori captured

32. The proposal was modeled on a similar scheme in Chile. The effects of Chilean reforms
on overall performance are still being widely debated, with some evidence suggesting that
they were positive. More analysts agree that quality and performance deteriorated in Chil­
ean schools in disadvantaged areas for a number of reasons.

33. This discrediting was exacerbated by the new electoral law, which specified that each
party would automatically lose official recognition if it failed to obtain 5 percent of the vote.
The law also created a single national district. Michael Coppedge's comparative study of five
Latin American countries found that average district magnitude has significant effects on
party fragmentation. These effects are secondary, however, to those of the underlying pat­
terns of politicization in society. See Coppedge (n.d.) and Crabtree (1995).
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more than half of the vote in all departments except Loreto.34 In all of them,
his support equaled or exceeded that of the first round in 1990. In the south,
where anti-Fujimori sentiment was strongest in 1993 and Perez de Cuellar
was expected to do best, Fujimori attained high levels of support: 67 percent
in Cuzco, 63 percent in Puno, 66 percent in Apurimac, and 70 percent in Ay­
acucho. Most of these departments have high poverty and terrorism rates
and had supported Fujimori strongly in 1990. Nationwide, the only depart­
ments where Fujimori's support slipped below 60 percent were Arequipa
(57 percent), La Libertad (59 percent), Lambayeque (59 percent), Loreto (48
percent), Tumbes (57 percent), and Callao (55 percent). Of these, Arequipa
has traditionally voted for independents, and La Libertad represents the
heart of APRA support (even there, APRA received less than 15 percent of
the votes). None of these departments are located in the sierra, and all have
average incomes or above (see table 2).

In some departments, however, the 1995 voting totals fell below
those achieved in the 1990 second round. The gap is particularly high in
Piura, where Fujimori obtained 86.7 percent of the votes during the sec­
ond round in 1990, compared with 65.7 percent during the first round of
1995. This slippage also occurred in Lima, although less dramatically.
Again, some element of protest vote seems probable, given the wide­
spread perception that Fujimori's challenger, Perez de Cuellar, had little
chance of winning. The results in Lima may have reflected the relative cut­
backs in municipal transfers in comparison with municipalities in the rest
of Peru.

A problem in comparing results between previous elections and
1995 is that the Constitution of 1993 changed the basis for calculating vote
percentages, shifting the basis of calculation from the total votes cast to
only valid votes (excluding null and blank votes). In our analysis, the 1990
percentages have been adjusted for comparative purposes to reflect valid
votes only (otherwise they would be disproportionately low). Another
change made in 1995 was to have the presidential candidates' picture or
party symbol on the ballot rather than their names. While party symbols
had been used before, pictures had not, and some effect may have oc­
curred in which the "known quality" of the presidential persona might
have led to substantially greater support for Fujimori in departments with
lower levels of literacy than in 1993 (see Palmer 1995). It seems likel~ how-

34. It is interesting to note that Fujimori also failed to win this department during the 1990
election (receiving only 44 percent of the votes) and also lost in the 1993 referendum (54.5
percent Yoted "no"). Perez de Cuellar received about one-third of the Yotes cast in Loreto.
This department seems to be an outlier in that voting patterns were not determined by ter-'
rorism (a rate of 0.5 per thousand in 1988, when the national average was 14) or by ethnicity
(native Quechua speakers account for only 1.7 percent of the population). One plausible ex­
planation is the ongoing strong presence of the AP party, at least through the municipal elec­
tions in 1993.
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ever, that several other tactors, IncludIng the varyIng nature ot the two
elections and public expenditure trends, played more important roles in
explaining the outcome in 1995.

The results of our regression analysis confirm these trends and
support the hypothesis that voting in Peru was "retrospective" in 1990­
1995. Between 1985 and 1990, GOP fell by 6 percent. Trends in GOP corre­
lated negatively with support for Fujimori in 1990: in departments where
the economy contracted the most, Fujimori received the most support.
The biggest contraction took place in Tacna, with a 21 percent real decline
in GOP between 1985 and 1990. Fujimori won 87 percent of the vote in
Tacna. In 1995 results, support for Fujimori correlated positively with
growth trends. In the 1990 elections, education and religion also played
important roles in the voting outcome. Illiteracy had a positive and statis­
tically significant coefficient (0.24).35 Fujimori received more than 80 per­
cent of the vote in departments like Apurimac, Ayacucho, and Huan­
cavelica, where the illiteracy rate exceeds 30 percent (in contrast with a
national average of 13 percent). This finding supports the hypothesis that
Vargas Llosa was perceived as a representative of the elite. A positive cor­
relation also exists between Catholicism and support for Fujimori, some­
what surprising in view of the strong support given by the Catholic
Church to Vargas Llosa. In 1995, however, these variables did not affect
voting patterns significantly. This finding suggests that government per­
formance was more dominant and that the middle-class and wealthy Pe­
ruvians who had supported Vargas Llosa in 1990 shifted their support to
Fujimori in 1995. Terrorism was high in many departments in 1990 (aver­
aging 13 incidences per 100,000 persons). Yet differences in incidence do
not appear to have been significant in 1990. But in 1995, those departments
with high incidences of terrorism showed strong support for Fujimori.
The coefficient on terrorism is positive (.03) and very significant.

At the municipal level, the results of the November 1995 elections
confirmed two trends evident in the 1993 municipal elections: the surge in
support for independents, and the inability of Cambio 90 to operate as a
national-level coalition. Independents won all department capitals except
five: two were won by AP, one by APRA, one by the Arequipa-based Fre­
natraca, and one by Obras, the movement behind Lima's popular major
Ricardo Belmont. Cambio failed to capture a single major city. Even in
Lima, Fujimori's hand-picked mayoral candidate Jaime Yoshiyama, for­
mer president of the Camara de Oiputados, lost to independent Alberto
Andrade by a modest margin (52.7 percent to 47:3 percent).36 Although

35. For details on our calculations and results, interested readers may contact either of the
authors.

36. According to an in-house document, Embassy of Peru, Washington, D.C., Nov. 1995;
and notices in El Comercio, 13 and 15 Nov. 1995, p. A1.
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some voters cited Yoshiyama's better access to government resources as
the reason they planned to vote for him, the majority opted for an inde­
pendent with no ties to Fujimori. This outcome suggests that support for
the president is far from unconditional and that at the local level, the trend
favoring independents is at least as strong as support for Fujimori.37

PUBLIC-EXPENDITURE PATTERNS, 1990-1995

In this study, we concentrate on three kinds of public expenditures,
all of them highly discretionary: the social fund FONCODES; municipal,
transfers; and the school-building fund INFES. Municipal funds operate
as a transfer from the central budget. FONCODES and INFES, in contrast,
are channeled through the Ministerio de la Presidencia, an agency revived
by Fujimori largely as a means of coordinating and controlling various so­
cial programs and channeling resources to regional governments. The
ministry's presence and relative importance expanded as discretionary
expenditures increased with the improved fiscal situation after 1992. By
1995, the ministry was allocating 22.6 percent of the total government
budget.38

FONCODES

The most visible of the expenditures was FONCODES, a social
fund designed to mitigate the social costs of adjustment, modeled on sim­
ilar programs in other countries. This fund was set up in August 1991.39

FONCODES got off to a slow start because of lack of initial government
interest in the program. But in mid-1992, due to international pressure and
an improvement in the fiscal situation, the government increased avail­
able funds and appointed as director a manager from the private sector
rather than a political loyalist. Within a year, the program was funding
projects in every department in Peru.

No consistent relationship seems to exist between the level of FON­
CODES increased expenditures from 1991 to 1994 and growth in support
for Fujimori in 1995, although in most cases increases in expenditure co­
incide with some increase in support for Fujimori.40 The lack of a consis-

3Z This conclusion is based on a series of interviews made during the pre-electoral period
with political observers in Lima, Oct. 1995, and from press coverage of the municipal elec­
tions at that time.

38. Most of the ministry's budget goes to finance social expenditures by the regional gov­
ernments. The remainder is divided between FONCODES, INFES, and several smaller pro­
grams, with FONCODES clearly receiving the lion's share. See note 13 of this article.

39. For details on these programs and the setting up of FONCODES, see Graham (1994).
40. Not surprisingly, Roberts and Arce have found a statistically significant correlation be­

tween increases in departmental social expenditures and increases in support for Fujimori
from 1993 to 1995. See Roberts and Arce (n.d.).

85

https://doi.org/10.1017/S0023879100035767 Published online by Cambridge University Press

https://doi.org/10.1017/S0023879100035767


Latin American Research Review

tent relationship is not surprising. Because demand-based social funds
require some sort of community participation, local governments or non­
governmental organizations (NGOs) can often claim as much credit for
the program as the central government can. Thus a program's positive re­
sults do not necessarily translate into direct political or electoral support
for the central government (see Graham 1994). FONCODES expenditures
and their political effects varied considerably across departments. For the
four-year period, FONCODES disbursement per capita averaged twelve
dollars (U.S.). In Lima, Callao, Lambayeque, and Tacna, expenditures
ranged from three to six dollars per capita. At the other end of the spec­
trum, expenditures totaled fifty-two dollars per person in Madre de Dios.
Support for Fujimori in some departments where FONCODES had a
modest presence was nevertheless high. For instance, in Tacna, where per
capita expenditures were among the lowest at six dollars, Fujimori re­
ceived 67 percent of the votes. In Ucayali and Huanuco, where Fujimori
obtained some of his best scores, per capita disbursement ranked below
average (eleven dollars), although still higher than in Lima and Callao. But
differences in the projects funded by these disbursements could have ef­
fects that aggregate figures cannot capture. Some projects might have
more visibility and directly benefit certain groups, while others have more
diffuse effects. In addition, the impact of relatively low but unprecedented
expenditures in remote and relatively neglected departments is probably
much greater than a higher level of expenditure somewhere like Lima,
where a host of government and NCO programs compete. Also, in some
of the departments where per capita levels seem low, as in Moquegua,
Tacna, and Tumbes, the percentage increase from 1991-1992 to 1993-1994
was marked and may have had some impact (see table 3).

The specific role played by FONCODES expenditures is therefore
difficult to disaggregate. It is likely that where support for Fujimori was
already high, as in Ucayali, an increase in FONCODES expenditures
made little difference in electoral outcomes. But in other locations where
support for Fujimori was low in the referendum, a significant increase in
levels of expenditure may well have made a difference. Probable examples
are Cuzco and Puno, where both expenditures and electoral support in­
creased notably after the 1993 referendum. Other departments (Ama­
zonas, Apurimac, Cajamarca, Huancavelica, Huanuco, Moquegua, Pasco,
San Martin, and Tacna) where Fujimori lost in 1993 (although not by as
large a margin as in Cuzco and Puno) also received significant increases
in FONCODES funding, and electoral support rose markedly in 1995 (see
table 3). Poor departments like these have traditionally been neglected by
government programs, and thus the expenditures may have swayed vot­
ers in favor of Fujimori and indirectly in favor of continuing the govern­
ment's economic program.

Yet it is important to note that in three of the four departments
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TABLE 3 Changes in Votes, 1990-1995, and FONCODES Expenditures by Department,
1991-1994

FONCODES
Bud~eted Expenditures

Increase in
Votes Votes Votes Fujimori Per capita Per capita
1990a 1993 1995 Support 1991-92 1993-94 Increase

Department (0/0 ) (0/0) (0/0) (%) (dollars) (dollars) (%)

Puno 58.4 lZ2 63.1 266.9 1.97 18.53 842
Cuzco 78.5 32.3 6Z5 109.0 2.28 23.69 941
Huancavelica 84.0 32.5 64.0 96.9 2.65 22.13 736
Amazonas 62.3 34.0 60.5 7Z9 0.97 23.61 2,332
Ayacucho 81.0 39.9 70.7 7Z2 6.79 30.26 345
Huanuco 64.1 43.8 7Z3 76.5 1.12 14.88 1,232
Cajamarca 6Z8 40.5 68.6 69.4 1.97 18.72 850
Apurimac 83.5 41.5 65.9 58.8 1.07 19.79 1,753
Tacna 86.7 42.7 6Z0 56.9 0.07 Z15 10,567
Pasco 61.5 42.4 64.8 52.8 0.29 1Z52 6,047
Moquegua 75.5 38.8 60.6 56.2 0.04 8.40 22,000
San Martin 41.5 43.4 65.9 51.8 0.59 13.52 2,183
Piura 86.7 44.0 65.7 49.3 1.16 15.11 1,202
Ancash 76.9 43.1 62.8 45.6 16.95 16.88 0
Junin 6Z4 53.2 7Z2 45.1 2.51 14.43 474
Madre de Dios 71.0 45.7 64.2 40.5 0.20 38.91 18,917
La Libertad 75.1 42.4 58.1 3Z0 1.73 10.55 511
Tumbes 58.4 42.4 5Z2 34.9 0.04 11.69 2~081

Ucayali 41.5 59.1 79.5 34.5 0.04 9.43 21,826
Lambayeque 63.8 44.4 59.5 34.0 0.33 9.82 2,840
Ica 64.4 49.4 60.6 22.7 1.46 9.96 581
Loreto 44.0 39.1 4Z9 22.5 0.74 14.89 1,910
Arequipa 56.1 4Z3 5Z4 21.4 0.00 2.02 202
Lima 65.4 5Z1 63.5 11.2 5.20 5.71 10
Callao 58.3 51.4 55.1 Z2 18.72 850

Source: FONCODES offices, Lima.

NOTE: This table is based on budgeted rather than disbursed expenditures (in U.s. dol­
lars). The budgeted amounts reflect the government's intentions better than disbursed
amounts, which also reflect difficulties in project implementation.
a These figures are for the second round in 1990.

where the percentage increase in FONCODES funds from 1991-1992 to
1993-1994 was most extreme-Madre de Dios, Tumbes, and Ucayali­
support for Fujimori increased but not as much as in other departments.
Part of the explanation may be that because these departments have aver­
age or above average incomes (see table 2), the expenditures may have had
less impact. Another part of the explanation may be that because support
for Fujimori in 1993 was not as low in these areas as in some of the poorer
departments, there was less margin for increase (see table 3). A third ex-
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planation may lie in the nature of the FONCODES projects themselves
and the extent to which they were implemented in a demand-based man­
ner that reflected local preferences. These results point to the difficulties
of making direct correlations between expenditures channeled through
demand-based social funds and voting patterns. Our results suggest a
need for more disaggregated data and further research.

Comparing expenditure patterns across time periods makes it eas­
ier to determine the extent to which allocations were politically driven, if
not precisely what kind of impact they had. Taking the 1993 referendum
as a turning point, significant changes occurred in budgeted expenditures
across departments between 1991-1992 and 1993-1994. These changes are
reflected in percentage increases in per capita expenditure by department
between 1991-1992 and 1993-1994. Particularly large increases in some
departments could indicate a government attempt to influence voting.
The departments with the biggest changes in the relative size of the
1993-1994 budget are (in decreasing order): Tumbes, Moquegua, Ucayali,
Madre de Dios, Tacna, Pasco, and Lambayeque. A common feature of all
these departments, except for Ucayali, is that a majority voted against Fu­
jimori in the 1993 referendum.41 Other departments where Fujimori lost
the referendum, such as Apurimac, Ayacucho, Cuzco, and Puno, also re­
ceived relatively large increases in FONCODES expenditures, and sup­
port for Fujimori increased markedly in 1995 over 1993. We posit that the
distribution of FONCODES expenditures in 1994 was clearly influenced
by the outcome of the 1993 referendum. It is telling that the director of
FONCODES, Arturo Woodman, resigned in early 1994, apparently due to
conflicts with the head of the Ministerio de la Presidencia over political
manipulation of projects (see Roberts 1995, 105).

The hypothesis that FONCODES expenditures were driven by po­
litical trends after the referendum is supported by the results of regression
analysis. While disbursements in 1991-1993 correlated negatively with
GOP per capita (-0.45), suggesting some progressiveness, this pattern did
not guarantee targeting of the poorest. Funds were concentrated in popu­
lated areas: the elasticity with respect to population (0.80) is positive and
significant. Infant mortality also correlates positively with disbursements,
but at a low level of statistical significance. Higher illiteracy rates corre­
lated negatively with receipt of funds, meanwhile, although the coeffi­
cient is not statistically significant. Better educated departments had an
advantage in generating projects, a trend that highlights one drawback of
demand-based projects: the difficulty of targeting the poorest. Finall)',
until 1993, deficits in public services (as measured by access to running
water and electricity) did not affect the allocation of funds. The results

41. Ucayali is a jungle department with average incomes and high levels of terrorism,
which may have justified the increases in expenditures.
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demonstrate a structural change in 1994. More funds were allocated to de­
partments where Peruvians voted "no" in the referendum: the elasticity of
funds disbursed to the proportion of no votes is 0.89 and statistically sig­
nificant. This shift in allocation, while politically driven, resulted in ex­
penditures being directed to regions with poor social indicators.

Thus even if allocation of FONCODES expenditures was influ­
enced by electoral outcomes after 1993, the results may not have been neg­
ative from either a political standpoint or one favoring reduction in pov­
erty. These generally neglected departments had high levels of poverty. If
these departments expressed disapproval of government performance in
1993 and the government responded by attempting to increase services to
the poor, then it is difficult to argue that this trend is entirely negative. It
is telling to compare the allocations made by the major anti-poverty pro­
gram of the APRA government, the employment program PAIT (Pro­
grama de Apoyo al Ingreso Temporal), with those of FONCODES. Al­
though most PAIT funds in relative and per capita terms went to Lima,
FONCODES expenditures per capita were much higher in most depart­
ments outside the capital.42

Thus the increase in the "retrospective element" of voting may
have made the government more responsive to voting trends, benefiting
traditionally marginalized regions outside the capital. Yet the correlation
of expenditures with support for the government is less clear. Increased
levels of expenditure did not necessarily translate into "blind support" for
Fujimori for the reasons just noted. Fujimori won in 1995 in all depart­
ments except in Loreto (see table 3). In the 1993 elections, voters were not
taking risks by voting for alternatives, rather they were expressing opin­
ions about the government's performance. But in 1995, voters had a
choice, and most of them voted for Fujimori. Still, the degree of the growth
in support for Fujimori varied across departments, and the increases in
FONCODES expenditures played some role in influencing if not deter­
mining the 1995 outcomes. High levels of FONCODES expenditure are as­
sociated with significant increases in support for Fujimori from 1993 to
1995, particularly in the departments where support for Fujimori was low­
est in 1993: Puno (from 17 to 63 percent), Cuzco (from 32 to 67 percent),
Huancavelica (from 32 to 64 percent), Amazonas (34 to 61 percent), and

42. For details on PAIT, see Graham (1991). Government (and donor) feeding programs, for
example, are highly concentrated in Lima, even after the 1990 shock, when feeding programs
played an important role in protecting the living standards of the poor. The proportion of
families using food programs was high only in Lima, where 47 percent of families in the low­
est income strata participated. In the highest strata of Lima families in the sample (the
wealthiest 20 percent of families were excluded), almost 9 percent used a food program, a
level that exceeded those of even the lowest socioeconomic levels in other cities. See
Kanashiro and Lopez de Romana (1991).
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Ayacucho (from 39 to 70 percent). These increases in support ranged from
77 to 266 percent (see table 3).

Municipal Funds

The government fared poorly in the nationwide municipal elec­
tions held in January 1993. Cambio 90 won not a single important provin­
cial capital. Independents garnered 31 percent of the total vote, Acci6n
Popular 21 percent, APRA and the Izquierda Unida totaled 14 percent. In
October of that year, Fujimori won the constitutional referendum by a
close margin but scored poorly in most departments outside Lima. In De­
cember, the government promulgated a major revision of the tax law via
Decree 776, which changed the manner in which funds were distributed to
the municipalities.

The municipalities have three major sources of revenue: local taxes,
contributions and service charges, and a 2 percent value-added tax that
feeds the national Fondo de Compensaci6n Municipal. The sharing mech­
anism adopted in the new law apportions the pool of resources among
provincial municipalities on the basis of population and infant mortality.
Within these municipalities (excluding Lima), the resources are divided
among the district municipalities according to population, with rural
population being given twice the weight of urban population. Within the
provincial municipality of Lima, the distribution across district munici­
palities is made on the basis of indicators of housing quality and illiteracy.
This new method drastically cut the funds allocated to Lima, in relative
and absolute terms. In 1991-1992, Lima received about 45 percent of mu­
nicipal transfers, but its share plunged to 17 percent in 1994 (see table 4).

District municipalities as a group benefited from the new sharing
mechanism favoring provincial municipalities. Big district municipalities
of more than one hundred thousand inhabitants increased their share
from 4.3 percent in 1993 to 14.2 percent in 1994. The share of small district
municipalities rose from 6.4 to 8.2 percent. By contrast, provincial munic­
ipalities as a group fell from 89 to 77 percent. Given these trends, it is rel­
evant to note the extent to which size was a factor in the referendum: the
"no" vote dominated in all provinces having less than fifty thousand vot­
ers, with 45 to 48 percent voting no versus 37 to 38 percent voting yes. In
contrast, in provinces containing more than a million voters, the "yes"
vote averaged 57 percent and the "no" 38 percent. The correlation between
province size and the referendum totals was so consistent that the vote
was tied in medium-sized provinces (see table 5).

A clear objective of changing the municipal fund allocation seems
to have been to reduce the power of one of Fujimori's main rivals, Ricardo
Belmont, the mayor of Lima. Fujimori made up for the drop in municipal
resources to Lima by spending on school infrastructure, an expenditure
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TABLE 4 Distribution of the Peruvian Municipal Fund by Department, 1991-1994

Change from
Department 1991 Share 1992 Share 1994 Share 1991 to 1994

(0/0) (%) (%) (0/0 )

Ucayali 0.5 0.5 8.6 1,509.3
Madre de Dios 0.1 0.1 0.6 384.5
Tacna 0.2 0.1 1.0 343.5
Lambayeque 1.0 1.5 3.8 270.9
Loreto 1.1 3.2 3.9 263.2
Huancavelica 0.9 1.4 2.9 232.5
Puno 2.2 4.3 6.5 194.6
Piura 2.6 3.7 Z3 182.4
Junfn 1.8 2.8 4.9 165.8
Tumbes 0.2 0.3 0.6 15Z0
San Martin 0.9 1.4 2.2 139.0
Ayacucho 1.7 2.9 3.8 121.4
Cajamarca 2.8 4.7 6.0 118.2
Apurimac 1.3 1.6 2.3 85.5
lea 1.1 0.7 2.0 79.6
Callao 1.4 2.5 1.8 28.9
Arequipa 4.9 1.1 3.6 26.7
Amazonas 1.3 1.0 1.6 20.9
Ancash 2.8 3.7 2.8 0.0
Cuzco Z3 3.4 6.7 -8.5
Moquegua 1.0 0.3 0.6 -44.8
La Libertad 8.9 2.2 4.5 -49.6
Lima 36.5 54.0 lZ4 -52.3
Pasco 4.9 0.8 1.6 -68.0
Huanuco 12.5 1.9 3.0 -75.7

for which he (rather than the mayor) could take credit. Fujimori's strategy
was only partially successful, however. Belmont did not run for mayor in
the November 1995 municipal elections, but they were won by Alberto
Andrade, who narrowly defeated Jaime Yoshiyama, Fujimori's hand­
picked candidate. An independent, Andrade had been a highly effective
mayor of Miraflores, a major suburb of Lima. FUjimori then attempted to
recover political momentum and reduce Andrade's power by appointing
Yoshiyama as the new Ministro de la Presidencia. This move suggested
that discretionary social spending would remain part of the government's
political strategy. Andrade's request for a reevaluation of the municipal
fund allocation in order to obtain more resources for Lima was publicly
dismissed by Fujimori, Yoshiyama, the finance minister, and several con­
gressional members of Cambio 90, all of whom cited the benefits of the
new allocation for smaller and poorer municipalities.43

43. El Comercio, 13 and 15 Nov. 1995, p. AZ
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TABLE 5 Results of 1993 Referendum in Peru according to Province Sizes

Number of Voters in Number of Voting Voting Not
the Province Provinces Yes No Blank Valid Total

(0/0) (0/0) (%) (0/0 ) (0/0 ) (0/0 )

More than 1,000,000 1 5Z2 38.2 1.2 3.4 100.0
100,001-1,000,000 10 4Z7 46.1 1.8 4.4 100.0
50,001-100,000 13 44.8 45.4 2.7 Zl 100.0
20,001-50,000 44 38.5 4Z8 4.0 9.6 99.9
Fewer than 20,000 120 36.9 44.9 5.8 12.4 100.0

Total 188

National averages 4Z4 43.5 2.6 6.4 99.9

Source: Junta Nacional Electoral; in-house document, Apoyo.

A secondary objective in changing the law was to channel more re­
sources to poor departments and their smaller municipalities. A possible
reason may have been to reduce the remaining power of parties in those
departments or at least counterbalance their power in the provincial cap­
itals by building support for the government in the smaller cities. It also
may have been a response to Fujimori's low levels of support in smaller
municipalities in 1993. The shift toward smaller municipalities is also con­
sistent with Fujimori's focus on direct contact with the population and his

\ lack of trust in institutions. Such an approach is more likely to be effective
in smaller and more remote communities, where formal political organi­
zation is likely to be weak than in larger areas that are more urbanized and
politically organized.

In general, departments whose share declined most have a per
capita income above the national average. In Lima, where per capita in­
come is about 134 percent of the average, the share of the municipal fund
fell by 52 percent. Similarly, in Moquegua, with a per capita income more
than three times the national average, its share declined by 45 percent. An
exception to this trend was the relatively poor department of Huanuco,
which suffered a severe decline in funds. Its per capita income is 52 per­
cent of the national average and its infant mortality of 87 deaths per 1000
ranks sixth-highest among Peruvian departments, yet Huanuco's share
fell by 76 percent, the biggest loss by far. Few Cambio candidates con­
tested the municipal elections in Huanuco, and all but one lost. The only
province where a Fujimori candidate won was Puerto Inca, with 53 per­
cent of the vote. In provinces like Marafion, Fujimori's Cambio 90-Nueva
Mayoria won less than 6 percent of the votes, compared with 48 percent
for the Partido Popular Cristiano. An independent candidate won the
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provincial capital. The most cynical interpretation of these outcomes is
that the government viewed the department as irrelevant and politically
"a lost cause." More generous observers find it difficult to explain the cut
in funds for such a poor department.

In contrast, Ucayali benefited the most from the modified sharing
mechanism. Its share of municipal funds increased from 0.5 percent in
1991 to 8.6 percent in 1994 (a jump of 1,509 percent). Ucayali is also a rela­
tively poor department: per capita income ranks about 86 percent of the
national average. As with Huanuco, Fujimori did not fare particularly well
in the 1993 municipal elections: AP took the department capital, Pucallpa,
with 20 percent of the vote while the Cambio candidate received less than
2 percent. AP also captured two other provincial capitals, and an inde­
pendent won the third. Cambio candidates did not even contest most of
the district municipalities, which were won mostly by independents. But
unlike the situation in Huanuco, the traditional parties in Ucayali (AP in
particular) rather than independents had a strong presence.

It is difficult to gauge the political effects of municipal fund reallo­
cations by comparing these two cases. First, although their municipal
shares differ, both received relatively high levels of FONCODES funding.
Fujimori lost the 1993 referendum in Huanuco, receiving only 44 percent
of the vote. In 1995 he received 77 percent, making Huanuco one of the ten
departments where support for Fujimori increased most from 1993 to
1995. In contrast, Fujimori received 59 percent in Ucayali in 1993 and 80
percent in 1995, a much smaller increase than in Huanuco. One explana­
tion is that initial support for Fujimori was already high in Ucayali and
therefore expenditure increases mattered less. Another is that municipal
fund increases do not necessarily generate support for the central govern­
ment granting them.

A number of rich departments also received a sharp increase in ex­
penditures, suggesting political objectives operating in the fund realloca­
tion. These atypical departments, which had both high levels of per capita
income and high increases in municipal expenditures, were Lambayeque,
Loreto, Madre de Dios, and Tacna (see table 4). An example of why these
departments are considered outliers is Madre de Dios, which has a per
capita income 149 percent above the national average and an infant mor­
tality rate among the lowest (67 deaths per 1000).44 This department
nonetheless was awarded the second-highest increase in municipal funds
after Ucayali. Madre de Dios also received the largest amount of FON-

44. This rate seems low in that pockets of extreme poverty undoubtedly existed in Madre
de Dios. The low rate may in part reflect underreporting of infant deaths by the very poor. A
charge is made for officially registering the dead for burial, an additional financial burden
that most poor families wish to avoid.
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CODES funds per capita in 1993-1994.45 In all these "outliers" (except for
Tacna, the one place where Fujimori's coalition won a department capital
in 1993), the department capitals were taken by opposition parties rather
than by independents (as was the capital of Ucayali), and by relatively
large margins. Acci6n Popular won in Lambayeque with 56 percent of the
vote and in Loreto with 40 percent, and APRA won in Madre de Dios with
24 percent. In the five other departments where parties won capitals, the
allocation of funds was more appropriate to relative income levels: most
of them were poor and merited larger increases.46 Also, in all of the out­
lier departments (including Ucayali), parties won most of the provincial
municipalities. Parties also fared reasonably well in the district munici­
palities, although independents tended to dominate in the smallest ones.
This situation changed by the 1995 elections, when independents domi­
nated across the board.

A plausible hypothesis for the disproportionate increases to these
better-off departments is that Fujimori felt more threatened politically in
these areas by the parties, which retained some local organizational ca­
pacity, than by independents. Fujimori's Cambio 90-Nueva Mayoria had
difficulty organizing on a national level and fielding credible local gov­
ernment candidates in the municipal elections (see Crabtree 1995). Thus
in response to the electoral results, Fujimori may have tried to build sup­
port in the smaller district municipalities to counter the power of the par­
ties in the provincial capitals. The municipal fund reallocation undoubt­
edly redistributed resources from large to small municipalities. Although
it is not clear that these reallocations had significant effects on the results,
parties fared less well in department capitals in the 1995 municipal elec­
tions, winning in only four of them, with independents taking the rest.47

Yet this shift did not benefit Cambio, which was unable to win any de­
partment capitals.

In any case, Fujimori's political objectives in redistributing munic-

45. A plausible explanation for the disproportionate attention to Madre de Dios is that it
traditionally received high levels of expenditures as well as tax concessions due to the two
Belaunde administrations' plans to build a "carretera marginal" through the department. The
Fujimori government's increases may have been an attempt to make up for the extreme drops
in expenditures that the department experienced in the late 1980s and early 1990s. The au­
thors would like to thank Felipe Ortiz de Zevallos of Apoyo for raising this point.

46. Parties also captured several district capitals: Huancavelica (won by the PPC), which
had a high increase but meager income levels; Ica (won by APRA), which had slightly below­
average income levels and some increase in funding; Junin (won by AP), which is poor and
received a high increase; La Libertad (won by APRA), which is relatively wealthy and had a
decrease; and Piura (won by APRA), a poor department that received a large increase in
funds.

47. Most of the capitals where parties won in 1996 were traditional strongholds: Arequipa
(Frenatraca), Chidayo (AP), and Trujillo (APRA). Acci6n Popular was reelected in Huan­
cayo, meanwhile, and Obras won in Piura.
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ipal funds in these atypical cases were secondary to the objective of re­
ducing Lima's access to resources. This priority helps to explain the dif­
fuse political effects of the fund reallocations. None of the outliers ranked
in the top ten departments where support for Fujimori increased the most
in 1995. Indeed, in one of them (Loreto), he lost in 1995 (see table 3). Nor
did Cambio candidates benefit in November 1995. Parties were able to
maintain their traditional support in a few provincial cities. Also, it re­
mains unclear whether voters associate local-government issues and per­
formance with national-level politics. The effects of increasing municipal
funds on electoral outcomes at the national level are probably as diffuse as
those of expenditures made via demand-based social funds like FON­
CODES. Regardless of the electoral outcome, the fund reallocation seems
to have had positive effects in getting resources to poor and previously ne­
glected municipalities.

INFES

Another form of discretionary expenditure was INFES, the school
infrastructure fund managed by the Ministerio de la Presidencia. This en­
tity was also clearly influenced by the government's political objectives
after 1993. Public-opinion polls taken in late 1994 cited school infrastruc­
ture as one of the primary achievements of the government, ranking
closely behind the defeat of Sendero. While 36 percent of those polled
cited school infrastructure as the primary achievement, only 11 percent
cited control of inflation and 10 percent, stabilization of the economy.48
The government was no doubt aware that this expenditure was poten­
tially lucrative in political terms and may have tried to reverse the nega­
tive public image it had created in 1993 by proposing to decentralize edu­
cation. A major campaign promise of Fujimori's was to inaugurate one
school per day from the onset of 1995 until the elections.

In 1990 INFES expenditures totaled 32,000 (in 1994 U.S. dollars),
but in 1991 they jumped to almost 195,000. These expenditures increased
to almost 30 million dollars in 1993, 112 million in 1994, and 192 million
for the first five months of 1995. The structure of expenditures also
changed. In 1990, investment in school construction accounted for 82 per­
cent of total expenditures. This share increased to 99 percent in 1994-1995.

Lima and Callao received 61 percent of the new schools in 1994 and
51 percent during the first three months of 1995. To some extent, this sta­
tistic counters the trend observed earlier, particularly for the municipal
fund. When the number of schools is divided by the population, Lima still
had the highest rate, with 42 new schools per million inhabitants (1994­
1995) (see table 6). Because FONCODES and the municipal funds were

48. El Comercio, 9 Sept. 1994, p. A9.
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TABLE 6 Distribution of New Schools Provided by INFES in Peru between January
1994 and March 1995

Illiteracy Number of New Schools per
Department Rate New Schools Million Populationa

Apurimae 36.6 3 Z5
Ayaeueho 34.4 12 23.5
Huaneaveliea 30.2 14 34.7
Cajamarea 25.3 13 9.9
Cuzeo 21.5 22 20.3
Huanueo 21.5 9 13.0
Puno 21.5 4 3.6
Aneash 19.0 16 16.1
Amazonas lZ0 13 35.9
Pasco 13.3 4 16.7
Junin 12.0 12 10.8
Piura 11.6 11 Z7
La Libertad 10.0 20 15.2
San Martin 9.5 6 10.0
Loreto 8.4 3 4.0
Lambayeque Z5 8 8.2
Ueayali 6.4 2 5.7
Arequipa 5.2 11 11.5
Moquegua 5.2 4 30.1
Tacna 3.6 1 4.3
Madre de Dios 3.0 1 13.5
Tumbes 2.6 0 0.0
Lima and Callao 2.2 310 42.6
Callao 1.7 0 0
lea 1.9 20 33.8

Total 519

National averages 10.7 22.5

Source: Ministerio de la Presidencia.

a Based on 1994 population figures.

concentrated outside Lima, Fujimori may have wanted to use at least one
form of highly visible discretionary expenditure to guarantee continued
political support in Lima. Moreover, INFES was a tool that was beyond the
realm of influence of the popular mayor of Lima, Ricardo Belmont.

Other departments such as Huancavelica and Amazonas also
gained, at rates of 35 to 36 new schools per million inhabitants. Particu­
larly striking is that the number of schools relative to population cannot
be explained by differences in the illiteracy rate. Except for Huancavelica,
many of the departments with high illiteracy rates received low benefits
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from the INFES program. For instance, Apurimac, with the highest illiter­
acy rate among all departments of 37 percent, received only 3 schools in
1994-1995 (which translates into 7 schools per million inhabitants). In con­
trast, lea, with the lowest illiteracy rate (1.9 percent) and relative wealth
compared wi~h many sierra departments, received 20 schools (34 schools
per million inhabitants, the third-highest rate). Clearly the INFES program
was not guided by a need to equalize differences in illiteracy across de­
partments. It is interesting to note that the departments benefiting most
from INFES expenditures-Amazonas, Ayacucho, Cuzco, Huancavelica,
Moquegua, and Pasco-are six of the ten departments where support for
Fujimori increased the most from 1993 to 1995 (see table 3).

INFES expenditures probably had some social positive impact, but
they were relatively haphazard. For example, new school buildings do lit­
tle good in areas where teachers and school supplies are unavailable. Mu­
nicipal funds, despite outlier cases with political explanations, seem more
closely correlated to income levels and size of municipality than do INFES
allocations. The same is true for FONCODES expenditures, which had a
reasonably close correlation with poverty levels. Although the overall ef­
fects of these expenditures were progressive, sufficient deviation exists
(such as INFES spending in Lima and the skewed distribution of some
FONCODES and municipal fund expenditures) to raise genuine concerns
about the government's objectives.

THE ABSTENTION FACTOR

The premise of this article is that voting records played a key role
in determining the pattern of public expenditure, which then had some
impact on the political sustainability of the reform program. The evolu­
tion of voter abstention patterns during that period is relevant. One
would expect that departments less active in the political arena would
have been less successful in receiving assistance through a demand-based
program like FONCODES and possibly other government programs. One
would also expect abstention to be high in the regions with high levels of
terrorism where Fujimori had strong support in 1990. The three depart­
ments with the highest rates of terrorism displayed steep abstention rates
in 1990 and 1995, despite a decrease in terrorism. In Ayacucho, voter ab­
senteeism totaled 41 percent and 57 percent in the first and second round
of the 1990 elections. In 1995 it was still 45 percent. In Huancavelica, ab­
senteeism exceeded 40 percent in 1990 and 1995.

National rates of voter abstention have risen steadily in Peru since
1985, even after the "defeat" of Sendero in 1992. National abstention rates
were 9 percent in 1985, 23 percent in the first round of 1990, and 31 percent
in 1995. In most departments (seventeen out of twenty-five), abstention in­
creased from 1990 to 1995. Even after the capture of Sendero leaders, con-
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tinued high abstention rates may reflect related demographic trends. For
example, it is likely that some voters who are still registered in their home
departments migrated elsewhere to escape violence but did not change
their registration because they planned to return eventually.

Yet the abstention trends suggest that terrorism is not the sole ex­
planatory variable. Abstention may have increased along with the in­
crease in terrorism and simultaneous collapse of the state, and recent gov­
ernment efforts to redirect public expenditure may have been insufficient
to address a ten-year trend. The most significant increase in abstention
took place in Madre de Dios, rising from 20 percent in the 1990 second
round to 47 percent in 1995. Yet Madre de Dios had the lowest incidence
of terrorism in Peru, received the highest per capita FONCODES dis­
bursement (at 52 dollars, more than triple the national average), and gar­
nered a marked increase in municipal funds despite a relatively high av­
erage income per capita. A possible explanation for the high levels of
abstention is the remote location of Madre de Dios and the absence of
strong political or cultural links with the rest of the country. While terror­
ism was certainly a factor in some departments, these results suggest that
other variables relating to civic community and political culture may also
be involved.

In this regard, Robert Putnam's work on social capital is relevant.
Putnam has found that the level of "civicness" in Italian communities (a
quality he defines according to the number of autonomous organizations,
such as choral groups) was a much more important factor in determining
differences in performance among decentralized regions than was physi­
calor human capital (see Putnam 1993). The degree of civicness in various
Peruvian departments may well have significant impact on electoral be­
havior. An attempt to measure civicness is beyond the scope of this article
and probably difficult in rural Peru, but we can still posit that it may have
played some role. This factor could explain the low level of "responsive­
ness" to significant increases in public expenditures and continued high
rates of abstention in Madre de Dios. Also, FONCODES expenditures are,
at least in theory, allocated according to priorities set by the recipient com­
munities themselves. The extent to which this was not the case in Madre
de Dios, where higher expenditure levels probably did not reflect au­
tonomous demand for projects, may also help to explain the lack of re­
sponse to expenditure increases. This low response to significant in­
creases also supports the thesis that expenditures allocated according to
political criteria are less likely to have positive effects than are those allo­
cated in response to autonomous demand or genuine needs.

The high abstention rates may also reflect the extent to which alter­
natives to Fujimori in 1995-the parties and Perez de Cuellar-were not
credible ones, a situation that curtailed interest in voting. Most worri­
some, the trends suggest that despite increased economic growth and the
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reorientation of public expenditures, a significant part of the Peruvian
population remains marginalized in economic and political terms.

CONCLUSION

This article began with the proposition that the economic and po­
litical changes in Peru in the past five years have affected voting patterns
and government responses to those patterns in important ways. Severe
economic crisis, the deterioration of state capacity, and the discrediting of
the traditional party system have resulted in a voting pattern that resem­
bles the "retrospective voting model," one in which voters reward or pun­
ish incumbents based on their performance in government rather than
voting according to partisan affiliation or other reasons like the personal­
ity of the candidate. We posit that Peruvian voters evaluated government
performance according to at least three criteria: economic trends, progress
in fighting terrorism, and the extent of public expenditures and transfers.

Accepting the dominant importance of the first two, we have ex­
plored the role of the third factor. We found that discretionary public ex­
penditures clearly responded to voting trends, being redirected to areas
where Fujimori lost in the 1993 referendum. In general, this approach re­
sulted in substantial redistribution of public resources from the capital
city of Lima to remote rural regions of the country previously neglected
by various Peruvian governments.49 Yet we also found several instances
of expenditures being allocated in a manner having little to do with rela­
tive levels of poverty or social indicators, with benefits going dispropor­
tionately to less-needy groups.

The effects of these trends in expenditure on voting patterns are
less straightforward than the effects of voting on expenditures, although
most increases had some positive effects on support for Fujimori. In the
case of FONCODES, if one compares votes in 1993 with those cast in 1995,
support for Fujimori evidently rose in many areas where expenditure was
increased, particularly in the departments where Fujimori's support in the
referendum had been lowest. Yet in some departments where expendi­
tures increased the most, support for Fujimori did not grow nearly as
much as in other departments. In the case of municipal funds, support for
Fujimori increased in virtually all departments enjoying increased munic­
ipal expenditures between 1993 and 1995. Finally, the six highest recipients
of INFES funds make up the majority in the top ten departments where
support for Fujimori increased most between 1993 and 1995.

49. One exception may have been the first administration of Fernando Belaunde Terry
(1963-1968), which spent a large part of public funds extending education to rural areas of
the country. Yet critics argue that much of the expenditure went to higher education, which
did not benefit the poor.
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A related question is whether these expenditures enhanced the po­
litical sustainability of reform. The results suggest that they influenced
voter behavior in some departments, indirectly increasing support for
continuation of the reform program. This finding suggests that building
support for reform may at times require "inefficient" public expenditures.
New schools like those built by INFES are a positive benefit, although the
money could have been better spent on a comprehensive effort to improve
basic education. Expenditures via mainstream ministries may be more op­
timal from the perspective of the public sector intent on reducing poverty,
but they tend to be less visible, take a long time to yield positive results,
and therefore achieve less political impact. Because reforms are often re­
versed by popular opposition prior to their completion, it is no surprise
that governments try to deliver more visible and immediate results. If dis­
cretionary expenditures are directed at the poor, then they affect equity
positively as well. In Peru, trends in discretionary expenditures were pro­
gressive, although the overall distribution of public expenditures re­
mained skewed toward wealthier sectors. Yet the discretionary nature of
the expenditures increases the temptation for governments to use such
funds for political purposes, as evidenced in several outlier cases in Peru.
Little guarantee can be given that the outcome of an increase in discre­
tionary expenditures would be progressive in other contexts, highlighting
the risk of replicating the Peruvian experience.

Discretionary expenditures had three kinds of effects in Peru. The
first was furnishing short-term welfare benefits. The second was provid­
ing political space for completing reforms and initiating growth. Third, an
additional longer-term political benefit may have accrued as previously
marginalized groups obtained experience in organizing, cooperating with
local institutions, and making more effective demands on the government
through the social fund.50 The extension of resources to governments in
poor and remote areas may have boosted local government. How lasting
these effects will be can be determined only after the results of future elec­
tions become available.51

In closing, it is important to note that a great deal remains to be
done on democratic and economic reform agendas in Peru. The erosion of
parties may have catalyzed Peruvian electoral behavior. Yet parties con­
tinue play an important representative function in all democracies (for ex­
amples, see Duverger 1967; Sartori 1976). In addition, some evidence sug-

50. In its early years, FONCODES's relations with NGOs and local organizations were
troubled, in part because the program was not operating in a truly demand-based manner.
Several changes in management and the program's better record since then suggest that its
performance on this front has improved (see Graham 1994).

51. The municipal elections on 12 Nov. 1995, which reflected a growing tendency to vote
for independents, were too close to the April 1995 elections to reflect any major shifts in pub­
lic expenditures.
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gests that countries with strong party systems have an advantage in sta­
bilizing inflation and implementing economic reforms (see Haggard and
Webb 1994).52 The development of a viable party system remains on the
agenda for Peru, along with a critical need to develop democracy accord­
ing to the views of civil society. High levels of abstention in Peru, while in
part attributable to terrorism, indicate low levels of civicness, public
awareness, and experience with democratic politics. For example, the high
levels of public support for Fujimori's shutting down the Congress and
the judiciary reflect not only the weakness of those institutions but low
levels of civic understanding of their importance. In the short term, "the
Fujimori revolution" may indeed have had significant-if unintended­
effects on democracy in Peru. In the longer term, consolidating the demo­
cratic process will require substantial institutional development and civic
education.

A great deal of progress has been made in economic reform in the
arena of macroeconomic policy and also in key institutional areas such as
tax reform and reform of the social security system. But major reforms re­
main on the agenda, especially those that would enhance equity in the
longer run, such as reforming the institutions that deliver basic social ser­
vices. Progress on this front is also key to civic education. While discre­
tionary public expenditures or safety-net measures can have welfare-en­
hancing effects in the short term, positive longer-run effects hinge on a
macroeconomic framework that can generate sustained growth and on in­
stitutions that can deliver basic health and education services. In addi­
tion, discretionary public expenditures can by their nature be reversed or
redirected at the whim of political leaders. Achieving a distribution and
allocation of public expenditure determined by efficiency and equity
rather than by executive discretion will be critical to the sustainability of
reform in Peru, for political and economic reasons.

A number of themes pertain to other countries undertaking re­
forms. The first is the role of public expenditures in sustaining reform. In
Peru, the expenditures were not optimal ones from the standpoint of re­
ducing poverty. Yet the expenditures contributed, directly or indirectly, to
electoral support for Fujimori, especially in areas where support had
fallen in 1993, suggesting that such expenditures may help sustain reform
at critical political moments. But when expenditures were allocated in an
opportunistic manner rather than according to need or autonomous de­
mand, the results suggest that they were far less effective at generating po­
litical support and may even have had negative effects. Cases in point are
Loreto, where Fujimori still lost in 1995 despite a disproportionate in-

52. The exception would be cases of extreme crisis, such as periods of hyperinflation, when
even highly polarized party systems like those in Bolivia and Poland have succeeded in sta­
bilizing and implementing major reforms.
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crease in municipal funds, and Madre de Dios, which received extraordi­
narily high levels of FONCODES expenditures and large increases in mu­
nicipal funds but registered much less increased support for Fujimori be­
tween 1993 and 1995 than other departments.

A second emerging theme is the role of party systems. Fairly broad
agreement exists on the importance of parties. Yet their performance
varies in less-developed democracies. Where systems are elitist and clien­
telistic (as in Peru) or highly partisan and semi-authoritarian (as in Mex­
ico and Senegal), they may actually limit democracy. In Peru, deep so­
cioeconomic crisis and inadequate government response resulted in a
major discrediting of the party system and in a surge of independent can­
didates backed by broad coalitions rather than by established parties. The
short-term effects of this trend seem to have been the increase in retro­
spective (as opposed to partisan-oriented) voting patterns and a conse­
quent reevaluation of the weight of votes outside Lima. The government's
response was to redirect public expenditure from the capital to poor and
remote regions on an unprecedented scale. Although this outcome does
not discount the importance of parties in the long term, it suggests that a
reduction in the role of clientelistic parties, whether triggered by eco­
nomic crises or by internal party reforms, can change the ways in which
governments respond to voter behavior and thus indirectly build a
broader base of support for economic reform.

Finally, the results of our analysis suggest the need for a reevalua­
tion of the utility of discretionary public expenditures during periods of
reform. They also suggest that such expenditures, if directed to poor and
previously marginalized groups in a demand-based manner, can help in
sustaining reform. This point is particularly relevant for countries where
social-sector institutions are inefficient or underdeveloped and will re­
quire much time before they yield results. Yet whatever positive lessons
emerge, a risk is also involved in relying on discretionary expenditures.
When they are allocated in an opportunistic political manner rather than
according to genuine need or autonomous demand, they are unlikely to
have positive political effects. In addition, these expenditures may come
at the expense of critical social sectors, such as health and education. The
present article is merely a starting point in exploring these themes.
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