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Introduction

Motivation

® The high demand for coastal access in Spain has led to extensive land
development(for hotels and vacation homes and 1s particularly prominent in
popular touristic hotspots), resulting in 36.5 percent of the first 500m from the
shore being urbanized.

® Coastal development has advantages, such as job creation, and drawbacks,
such as the loss of environmental amenities, for both residents and non-
residents. Local governments may prioritize their constituents’ interests,
resulting in suboptimal coastal development.

® How intergovernmental cooperation in coastal development can be facilitated
by political co-partisanship among neighboring municipalities?
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Introduction

Related Research and Contribution

D Strategic policy interaction among local governments (Brueckner, 2003)

Spillovers 1n policies such as taxes(Agrawal et al., 2022), spending(Sole-Olle, 2006 ) or place
based policies.

Researchers typically estimate the slope of the policy reaction function using spatial
econometrics. This paper takes a distinct approach, utilizing an exogenous shock to local

governments’ incentives to internalize spillovers. (ZA4RIEBNF H3I 5, SCHERH HAd
F— ez a) e A, H BB LR g FAR AN — € B ar BB, AR SCAR G SR 15d PR A A iE
137 5 B A AR )

P Land use regulations

® Previous studies have shown that cities designing land-use decisions in isolation do not account
for the externalities they impose on one another (Fischel, 2008; Helsey and Strange, 1995;
Brueckner, 1995, 1998).

® This study expands on this literature by considering both positive and negative
externalities that arise from land use and development.

P The impact of decentralization and government fragmentation on policy
outcomes.



Introduction

Preview of Main Findings

Municipalities with party-aligned mayors develop 46% less land than
politically 1solated ones, and politically homogeneous coastal areas

develop less than fragmented ones. (r
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An 1increase of one standard deviation in the Herfindahl index (that
points to less fragmentation) reduces development by approximately
13% 1n the entire coastal area.

The effect 1s more salient for land closest to shore or previously occupied
by forests, in municipalities with a large share of protected land, and for
relevant environmental markers, such as air and bathing water pollution.

Both results are indicative that political homogeneity 1s good for
cooperation and the direction of these effects suggest that amenity
spillovers dominate over spillovers related to economic development.



Theoretical Framework

Model Setting

® Describe cooperation in land development between neighboring local
governments controlled by different political parties.

e V(ai,yi)

® N:number of municipalities

= voters’ utility, as a function of the value of environmental amenities, a;, and the level of economic
development, y..

- Va2 0,Vy > 0,Vaa <0 and Vyy, < 0/5) rsh F 33 Jaipn 4

= Amenities depend on the amount of land kept undeveloped in the municipality, u;, and in the rest of
the municipalities in the coastal area, u-:

a, = U; +0(N — l)u_i

di:].—ui & d_i:].—u_i
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Theoretical Framework

Model Setting-continue
® n=d+yN-1)d 47‘@‘2%@ CEMENIKAE) AU SR & L g e,
Ja RS AT E R, FFEA SN

For the sake of simplicity, there are only two political parties, which are labeled ;
and -J.

® Define Nyand N, = N-N; as the number of municipalities controlled by each party,
where N; 1s the number of municipalities controlled by the majoritarian party.

® In this framework, making the simplifying assumption that municipalities
controlled by the same party jointly choose their policies.

_d = ]V}dj + N_jd_j
V(@) = atyte
V(aj,yj> =

[1-d+6(N;—1)(1—d)) +6N_;(1-d;)]"[di+r(N;—1)d;+yN_d;]°



Theoretical Framework
Proof (GX4E8HE—T, EXNER)

With both amenity spillovers 8 and development spillovers y, the objective function of
municipality j reads:

V(a;y;) = A%Y'-%=

=[1—-d;j +6(N; - 1)(1 - &) + ON_;(1 — d_)]“[d; + ¥(N; = 1)d; +¥N_;d_;]
Setting the FOC to zero gives
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The response function dj*(d*_ j) then reads:

di" = 1 [(1 — a)szj(l + 6(N — 1)) — d*_jN_j(asljy + (1 - a)s?{e)]

S
152

withs! =1+ 6(N; — 1) ands] = 1 +y(N; — 1)

Solving the equation for d;” yields:

_ - ) (1+ O - 1))52—]'[51—1'5{ — N_;(asly + 1 — a)sl0)]

d;’ A

where A = 575, s/ s] — N;N_; (azyzsl_jslj +(1—)?0%s;’s] + ayb(1 — a)(s)s;” +

sl_jszj)) which is defined on ]0; 1[ with lim A= 1"and lim A =07 .
{8;v}-0 (Chag!



Theoretical Framework

Prediction of the Model
®* FO.C-BUWE 2z B Rk—NS
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The Spanish Context

Costal Development and Land Use Policy

Figure A.1: Intensity of Coastal development, 1956 v. 2012 (Examples)

Figure A.2:
i dia Mangaidel Manhenon (Vugei) - | Evolution of the amount Built land by term-of-office
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Notes: (1) Average amount of newly Built land (Ha) per term in all
Spanish coastal municipalities. (2) We report data for three overlapping
fringes: less than 1km from shore, less than 500m and less than 200m.
(3) Data from the Spanish cadaster (Dir. Gral. del Catastro).




The Spanish Context

Costal Development and Land Use Policy

In Spain, coastal land-use policies are fragmented due to the country’s
extensive number of municipalities, exceeding 8,000, with 465 located

along the coast.(HL 75 1Y i BE 0 A2 1 3008 AT BUR AT 4E)

Local governments are primarily responsible for land-use planning.
They are responsible for crafting and updating the master plan and
zoning regulations, which are rare and complex tasks requiring

significant time. (Mt 5 ¥E 1= HI T & FIRILI0) 7 T A5 AR B B E1%)

Consequently, local governments can impact land use development both
in the short term and in the medium term (that 1s, beyond the current
term of office).




The Spanish Context

Local Politics
The electoral system employs proportional representation, allocating

seats 1n the municipal council to party lists. In many munici

palities,

various left-wing and right-wing parties compete independent
pre-election coalitions being rare.

y, with

It 1s important to note that mayors have significant procedural powers,
making them influential in the design and execution of land use
planning.

Local elections occur every four years across all municipalities
voters choose from multiple closed party lists.
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The Spanish Context

Local Politics
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Empirical Design
Sample and Data

® 1979-2015, 435 coastal municipalities(T7 B,
).

® Assign municipalities to homogenous

“comarcas”(like county, 25/~ S FIHIRE SR
A0 [E] Bymunicipalities#4 Ji%, T county)

- Not administrative unit, but geographical and
historical traits.

- No standardized administrative definition, use
classification by geographers.

- Accordingly, Spain 1s divided into 526 counties,
with 109 along the coast. The median number of
municipalities per county 1s 5.6, and the
interquartile range falls between 4 and 7.

Figure A.5: Histogram of County size
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Notes: (1) The figure shows the density of the number of coastal

municipalities by county size, that runs from one municipality to

fifteen. The county definition used corresponds to geographical
counties or ‘Comarcas’. (2) Source: www.Geosoc.udl.cat.



Empirical Design
Variable

® The primary dependent variable in our study is the amount of newly
built land or developed land (G734t 1 F #i)within a specific municipal
term-of-office.

® Introduce secondary dependent variables, such as air and bathing water
pollution, housing prices, or a tourism index, to illustrate spillover
effects.

® Obtain electoral data to calculate the Herfindahl index and the binary
alignment variable from the local electoral database maintained by the
Spanish Ministry of Interior. The parties are classified based on
information gathered from their respective party statutes or newspaper
reports.



Empirical Design

Variable
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Table A.1 Distribution of mayors by ideological party bloc

Sample

Full

Close elections

Left wing: 46.33 % 51.17%
Far left 4.64 % 351 %
PSOE 36.45 % 45.23 %
Center left 5.24 % 2.43 %

Right-wing: 53.62 % 48.73 %

Local party

5.98 %

2.16%

Center right 14.18 % 8.10 %
PP 33.46 % 3847 %
Far- right 0.05 % 0.09 %
Total 100.00 % 100.00 %
PP+PSOE 69.91 % 63.70 %




Empirical Design

RDD
log(Built) = a.ai + g(VQ)+ Xy +fi +fiten  an=51(% > 0) +q() + Xr +fitfit e

® Where the variable log(Built:) represents the logarithm of the land area that local

government 1 has developed during its term of office t, located at a specified
distance from the coast (e.g., 1km).

The variable ax equals 1 when there 1s Alignment, and 0 other-wise.

® Ry AbEA R BURERE . W county Hp BN TIVEL BT B @ I AE IR/
P ERIESEX AN county Ir A K 4k, B84 5t BHAGFEBUR B B
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Empirical Design

RDD

Vote margin

I
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Table 1

Regression discontinuity design. placebo tests.
Variable: Coef. p-value # Obs. # Obs.

(close) (total)

(A) Lagged dependent variable
logBuilt .1, Municipality —0.069 0.854 1,058 &, £51575
logBuilt ¢, County —0.048 0.815 1,058 3,252
(B) Lagged treatment
Alignment 4 —-0.018 0.746 1,058 3. 252
Herfindahl index ¢4 0.008 0.778 1,058 3.252

Notes: (1) Coef. = RDD coefficient. Estimation method = Local Linear Regres-
sion, on the optimal bandwidth of the main analysis, which is 0.15 (computed as

per Calonico et al., 2014)). (2) Variables measured as z-scores, except those that

are expressed in logs.



Empirical Design

Main Results

(a) Dependent variable: log(Built) (b) Dependent variable: log(Built), residual

n
N A "
~ | RDD coef. = - 0.406 RDD coef. = - 0.404
(p-value)  (0.023) 2. (p-value) (0.009)
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Empirical Design

Main Results

Table 2
Municipal alignment RDD. Main results.

€] (2) 3 4 (5) (6)
(a) Reduced form, Dep. Variable:1og(Built)

I](vo S 0) —0.406** —0.393** —0.405** —0.385*** —0.393*** —0.339***
(—-2.24) (—-2.24) (—2.56) (-3.149) (-3.07) (-2.77)
(b) 2SLS, Dep. Variable:1og(Built)

Alignment (a) —0.620** —0.595%** —0.615%** —0.614*** —0.649%** —0.564***
(-2.31) (—2.30) (-2.61) (-3.31) (—3.26) (-2.92)
(c) First stage: Dep. variable: Alignment (a)

I](v0 > O) 0.676*** 0.661*** 0.658*** 0.628*** 0.602*** 0.602***
(14.90) (14.38) (14.38) (12.34) (11.65) (11.11)

First stage F-stat. 221.88 206.76 205.84 152.26 135.78 123.51
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Bandwidth 0.158 0.150 0.146 0.133 0.133 0.133

Controls:

Region f.e. NO YES YES YES YES NO

Year f.e. NO YES YES YES YES YES

log(Land) NO NO YES YES YES YES

Pre-determined controls NO NO NO YES YES YES

Political controls NO NO NO NO YES YES

Municipality f.e. NO NO NO NO NO YES

# Effective observations 1,089 1,058 1,058 848 848 848

# Observations 3,252 3,252 3,252 3,252 3,252 3,252




Empirical Design

Main Result-robust
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Table 3
Coastal area RDD.
(1) (2 3 (4) (5) (6)
(a) Reduced form: Dep. Variable: log(Built), County
ﬂ(vo > 0) —0.173** —0.189%*** —0.153** —0.157* —0.186** —0.164*
(—2.24) (—2.82) (—2.40) (—1.80) (—2.23) (—1.62)
(b) 2SLS: Dep. Variable: log(Built), County
Herfindahl index —0.624** —0.669*** —0.531** —0.685* —0.640* —0.487*
(—2.23) (—2.89) (—2.40) (-1.73) (—1.85) (-1.87)
(c) First stage: Dep. Variable: Herfindahl index
l](v° > 0) 0.277%** 0.282%** 0.289%** 0.341*** 0.350%** 0.330%**
(7.54) (7.54) (Z.77) (7.80) (8.03) (6.16)
First stage F-stat. 56.85 56.80 60.43 60.81 64.43 38.00
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Bandwidth 0.150 0.150 0.165 0.150 0.150 0.165
Year f.e. YES YES YES YES YES YES
Region f.e. YES YES NO YES YES NO
log(Land) YES YES YES YES YES YES
Pre-determined controls NO YES YES NO YES YES
County f.e. NO NO YES NO NO YES
Weights NO NO NO YES YES YES
#Effective observations 1,058 1,058 1,058 1,058 1,058 1,058
# Observations 3,252 3,252 3,252 3,252 3,252 3,252




Empirical Design

Mechanisms
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Empirical Design

Mechanisms
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Empirical Design

Mechanisms

® PR SEITIFREARI T, BUREC RN T A I AR R B
* BLREAMWE BRI, BURBCELNS T A B I AR B

Development by distance to shore Building height / Forest destruction
= o 4 15, : l :
(a) Build land - (b) Building height i (c¢) Forest destruction
|
I
LQ i 0 1
4 : ' 1
|
s 1 e ! .
o ° ®-.15 ®-.13 ¢-12 | €©° 1002 : 1 I 033
2 ®-25 X ' { 17 i
£ 10 ®-43 9-4 2 -33 ; -29
8 R S -.53 -.55 1 -+ -+ 8 0 I
o O ® -.66 |
Q 1 1 2 |
o . i o 1
' I
|
M 0 I
7 “ & u
: 1
|
o - o 5
<100 100-200 200-300 300-400 400-500 500-750 750-1Km 1-5Km <100m 100-250 250-500 500-1km  all  forest crops  other
Distance to shore (in meters) Distance to shore Origin land use type




Empirical Design

Mechanisms/ 407 F—3 B S 758G L
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Environmental vs. Economic externalities

(a)Environmental externalities:
Air and Bathing water pollution

(b) Economic externalities:
Economic activity and housing prices
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Conclusion and Implication

® This paper shows that neighboring policymakers from the same political

party or 1deology are more likely to collaborate on coastal development
policies, considering the welfare of non-residents.

® The results indicate that cooperative efforts among neighboring
municipalities within the same coastal area enhance the welfare of residents
therein, without detriment to those residing in nearby inland municipalities.

® Can these findings be extrapolated to other contexts? We believe they can,
provided similar conditions to those observed in the Spanish case are present,
including fragmentation in decision-making concerning land use policies,
party polarization, and significant development pressure along the coast.

® Notably, the issue of fragmented decision-making in land use is prevalent in
other European countries like France or Italy, as well as 1n the United States,
and likely 1n many developing countries such as Mexico and Brazil.



Conclusion and Implication

® Are there some Chinese stories? Maybe... 228 N\ 5 #i5 Bh o< &/
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