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WHEN IS “DELIVERING THE
GOODS” NOT GOOD ENOUGH?

How Economic Disparities in Latin
American Neighborhoods Shape Citizen

Trust in Local Government

By ABBY CORDOVA and MATTHEW L. LAYTON*

INTRODUCTION

HE third wave of democratization that swept through the devel-

oping world resulted in greater autonomy and a more important
role for local governments in the provision and distribution of public
goods and services, among other political transformations. Scholars
have since provided compelling empirical evidence that trust in local
government is a vital component of the overall perceived legitimacy
of a political system.? As such, trust in local government is likely to
bolster compliance with government regulations and taxation,* thereby
sustaining the rule of law and providing governments with crucial re-
sources.

Extant research suggests that trust in local government can help pro-
mote the stability of democracy, particularly in new democracies. Even
Matthew Cleary and Susan Stokes, who emphasize the merits of citi-
zen skepticism toward democratically elected officials in Latin Amer-
ica, point to the importance of institutional trust for building stronger

*The data used in this project were collected as part of a larger study carried out by the Latin
American Public Opinion Project (LAPOP), which evaluated the impact of the United States Agency
for International Development’s (USAID) programs in Central America. We thank LAPOP for making
the data available to us, and USAID for providing the funds to collect the data. We are also thankful
to Mark Peffley and anonymous reviewers for their valuable feedback on previous drafts of this ar-
ticle. An early version of this article was presented at the 2012 Midwest Political Science Association
conference, where we received excellent comments from Sam Handlin and other panel participants.
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democracies when that trust results from the capacity of public institu-
tions to hold elected officials accountable.* Yet despite the importance
of institutional trust and the crucial role that local governments play in
sustaining economic development and democratic governance, theories
about what factors foster or undermine citizen trust in local govern-
ments remain underdeveloped.

Prior research has demonstrated the importance of three factors in
shaping citizen attitudes toward their government: (1) citizens’ eval-
uations of government performance in terms of the quality of policy
outcomes or the goods and services provided;® (2) the process of gov-
ernance, including the perceived fairness of state actions;® and (3) the
partisan or ideological congruence between citizens and the current
administration.” The theoretical framework we develop in this article
moves this literature forward in two ways.

First, our theory posits that independent of citizens’ partisan sym-
pathies, their position of relative deprivation will ultimately determine
whether concerns with performance or fairness exert a stronger influ-
ence on their level of trust in local government. More specifically, we
argue that for poor people who live in highly unequal neighborhoods,
concerns with fairness will outweigh their assessments of performance
in shaping their trust in local government. Conversely, more affluent
individuals will put more emphasis on government performance when
placing trust in their local government, regardless of contextual eco-
nomic inequality. We argue that these two dimensions of evaluation—
performance and fairness—have varying effects on trust in local gov-
ernment, depending on the relative economic standing of individuals
within their social context.

Second, because the formal processes of governance often go un-
noticed by the average citizen, we posit that people largely judge the
local government’s fairness by taking into account the most salient and
accessible indicator available: the inequality of their neighborhood.?
Drawing on fairness heuristic theory (FHT),” we argue that the eco-

* Cleary and Stokes 2006; Cleary and Stokes 2009.

° Espinal, Hartlyn, and Kelly 2006; Hetherington 1998; Mishler and Rose 2001; Rahn and Ru-
dolph 2005.

¢ Hibbing and Theiss-Morse 1995; Hibbing and Theiss-Morse 2002; Levi 1998; Van Ryzin 2011.

7 Anderson et al. 2005; Kam 2005; Slothuus and de Vreese 2010; Taber and Lodge 2006.

8 Huckfeldt’s classic study of neighborhood dynamics in the United States conceptualized the
“neighborhood” as a “shared geographic locale of a residential grouping” (Huckfeldt 1986, 2). We
refine this conceptualization slightly for application to the Latin American context and define “neigh-
borhoods” as the smallest geographic units within a local government jurisdiction that have been given
a distinct proper name. In the Latin American context, neighborhoods are typically called barrios,

vecindarios, or colonias. The Portuguese equivalent is bairros.
° Van den Bos, Lind, and Wilke 1998; Van den Bos, Lind, and Wilke 2001.
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nomic inequality of one’s neighborhood is an important heuristic for
evaluating the extent to which poor residents in particular can trust
their local government. Although economists have documented high
levels of economic inequality within neighborhoods in African and
Latin American countries,'® and political scientists have shown the im-
portance of neighborhood dynamics for democracy in the current era of
government decentralization in the developing world," the importance
of neighborhood inequality for shaping trust in local government has
rarely been studied. As such, our research fills an important gap in the
literature and confirms the political relevance of the neighborhood as a
unit of analysis.

The fieldwork that serves as the basis for this project entailed the
collection of census, public opinion, and systematic observation data
within resident-identified neighborhood borders, as opposed to using
predetermined and arbitrary administrative units, such as clusters of
census tracts. The data were collected in seventy-one neighborhoods
sampled from six municipalities in El Salvador. Our empirical analysis
of these data relies on multilevel models that incorporate measures of
both individual-level characteristics and neighborhood context to test
our argument. As our theory predicts, we find that among the poor-
est third of respondents, the perceived performance of the local gov-
ernment in the provision of public services becomes unimportant as a
predictor of trust in local government when the respondents reside in
neighborhoods where access to services and goods is highly unequally
distributed across households. These findings imply that trust in local
government can be broadly fostered across individuals of different so-
cioeconomic backgrounds only when a government signals distributive
fairness for the poor in addition to high effectiveness in public service
provision.

Our findings carry with them important policy implications. They
suggest that government decentralization is more likely to promote
widespread political trust if local governments implement development
strategies that tackle within-neighborhood inequality in addition to
shortcomings in service quality. We provide evidence that at the high-
est levels of neighborhood inequality, local governments may be un-
able to broadly increase perceptions of government legitimacy through
investments in the quality of public services alone. As a result, in spite
of the fixed costs associated with establishing progressive policies to
alleviate inequality in living conditions at the neighborhood level, the

10 Elbers et al. 2004; Elbers et al. 2005.
11 Baker, Ames, and Renno 2006; Canache 1996.
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long-term payoft of doing so may prove highly beneficial to local gov-
ernments and, by extension, the national political system.

DETERMINANTS OF PoLITicAL TRUST

Political trust is typically defined as “a basic evaluative orientation to-
ward the government founded on how well the government is operat-
ing according to people’s normative expectations.”'> Consistent with this
definition, numerous studies have demonstrated that citizens’ percep-
tions of government performance in the delivery of expected policy
outcomes are critical for building trust in government in both devel-
oped and developing countries.”® For example, scholars studying trust
in local governments in the United States have concluded that subjec-
tive evaluations of the quality of services provided by the local govern-
ment is one of the main determinants of political trust.!* Similarly, in
the context of developing countries, Michael Bratton finds that citizens
in Africa inform their views about local government “by instrumental
attitudes about whether governments deliver the goods.” In the Latin
American context, individual-level studies on the determinants of trust
in local government have found similar results.® Each of these studies
echoes the argument that “political trust is politically endogenous....It
is a consequence, not a cause, of institutional performance.”’

Despite compelling evidence that perceptions of government perfor-
mance lead to institutional trust, research in the field of public admin-
istration indicates that this is not always the case.'® In some contexts or
for some citizens, developing trust in local government requires more
than a government’s demonstrated capacity to “deliver the goods.” In
other words, political trust is not always determined by perceived gov-
ernment performance, as typically assumed. This is precisely the puzzle
that motivates our research question: Under what conditions are per-
ceptions of government performance insufficient to promote institu-
tional trust? We argue that part of the disjunction between evaluations
of local government performance and political trust can be explained
by the fact that some citizens are more likely to prioritize the fairness

12 Hetherington 1998, 791, emphasis added.

13 For example, Espinal, Hartlyn, and Kelly 2006; Hetherington 2005; Mishler and Rose 2001;
Wolak and Palus 2010.

4 Rahn and Rudolph 2002.

5 Bratton 2012, 517.

1¢- Montalvo 2010.

7 Mishler and Rose 2001, 31.

18 Van Ryzin 2011; Van de Walle and Bouckaert 2003; Yang and Holzer 2006.
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of government over their perceptions of government performance. We
therefore maintain that some citizens value fairness as a “normative ex-
pectation” of government action in addition to their expectation for
high-quality performance.

A substantial body of research suggests that an important criterion
for trusting government is the perception that governmental authori-
ties make decisions and distribute public goods and services fairly.”
As Margaret Levi puts it, “Individuals also need to have evidence that
government is relatively fair...if they are to have confidence that the
state will harmonize the interest of otherwise competitive parties.”® In
other words, many people want government to demonstrate a “lack of
bias or favoritism” toward certain groups in society,”! especially if they
believe that they would lose out from such favoritism.

While these theoretical insights are valuable for understanding the
importance of evaluations of fairness in the formation of trust in gov-
ernment, two questions remain understudied: (1) How do perceptions
of fairness form? And (2) under what conditions are citizens likely to
place a higher priority on a government’s fairness over its performance
when evaluating trust in local government? FHT provides a framework
for answering the first question.”? The theory maintains that individu-
als value fairness information when deciding whether to trust authori-
ties. Individuals turn to fairness assessments because they often lack
readily available objective information about whether authorities can
be trusted. Making a wrong judgment can be quite costly, given that an
overestimation of how much one can trust an entity with power may
increase the chances for future exploitation or exclusion from valuable
benefits. Accordingly, FHT posits that individuals use perceived fair-
ness of past outcomes or current conditions as a heuristic to help make
judgments about the level of trust to cede. FHT further maintains that
citizens draw on the fairness information that is most easily accessible
in their social environment.?

Moreover, according to FHT, fairness judgments are based on judg-
ments of both distributive justice and procedural justice. Distributive
fairness judgments include perceptions of equity in the distribution of
outcomes or the belief that authorities have allocated to a given in-
dividual what she deserves. A core assumption underlying the notion

¥ Hibbing and Theiss-Morse 1995; Levi 1998; Tyler 2001.

20 Levi 1998, 90.

2 Van Ryzin 2011, 747.

22 Van den Bos, Lind, and Wilke 1998; Van den Bos, Lind, and Wilke 2001.
2 Tost and Lind 2010.
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of distributive fairness is that individuals evaluate whether they have
received a fair share by comparing their allocation to that of others
in a given reference group. Consequently, perceptions of distributive
fairness are central to theoretical frameworks that consider relative
deprivation as a trigger of social discontent.** In contrast, procedural
fairness judgments assess the procedures by which policy decisions are
made or through which outcomes are delivered, independently of how
outcomes are distributed. For example, as Gregg Van Ryzin suggests,
citizens who have witnessed corruption when dealing with their local
government are unlikely to perceive procedures as fair.” Similarly, citi-
zens are unlikely to perceive procedural fairness if they have not been
given a chance to voice their policy preferences or have been excluded
from the policy-making process.”® While we incorporate measures of
both distributive and procedural fairness in our analyses, the role of
distributive fairness judgments is especially important for our argument
about the impact of economic inequality on trust in local government.

We theorize that citizens’ observations of economic inequality in
their neighborhood provide them with heuristic information related to
the local government’s distributive fairness, or equity, in the delivery of
goods and services, independent of evaluations of government perfor-
mance or the quality of policy outcomes. Moreover, we posit that this
distributional evidence will provide the basis for their level of trust in
the local government. Yet not all individuals should be equally attentive
to signals of distributive fairness. Because the poor bear a much greater
cost from inequality given that they are the ones who face deprivation
in a relative sense,?” residents with the lowest economic status should be
more likely to use observations of neighborhood inequality to evaluate
the trustworthiness of local government. In contrast, the relatively af-
fluent should be less concerned with distributive fairness and neighbor-
hood inequality, ceteris paribus.

Fairness heuristic theory also helps to highlight the conditions under
which citizens are likely to place greater weight on distributive fairness
over performance when assessing local government trust. Poor citi-
zens who live in highly unequal neighborhoods are expected to attach
greater weight to distributive fairness than to local government per-
formance when determining their local government’s trustworthiness.
For the poor, improvements in the quality of services, such as keeping

2 Tyler and van der Toorn 2013, 631.

% Van Ryzin 2011.

26 See Van den Bos, Lind, and Wilke 1998.

27 Graham and Felton 2005; Gurr 1970; Luttmer 2005.
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public spaces clean or renovating a park or soccer field, are unlikely to
be viewed as providing for their basic needs. The effects of perceptions
of government performance on political trust will depend therefore on
perceptions of distributive fairness based on observations of economic
inequality in the neighborhood and the economic standing of the indi-
vidual. The poor will place higher value on fairness, whereas the afflu-
ent will value government performance regardless of economic dispari-
ties in their neighborhood.? In the section that follows, we present the
theoretical basis for our proposition that the neighborhood in particular,
rather than the municipality, province, or nation, is an important con-
text for the formation of judgments about distributive fairness.

NEIGHBORHOOD CONTEXT AND DISTRIBUTIVE
FAIRNESS JUDGMENTS

In his classic work, Robert Huckfeldt emphasizes the importance of
neighborhood context for the formation of citizens’ political attitudes
by highlighting the crucial role that residential proximity plays in de-
termining individuals’ personal and impersonal social encounters.? Al-
though individuals can avoid certain parts of the city or municipality in
which they live, they cannot avoid their neighborhood of residence and
thus will inevitably encounter other neighborhood residents. Given
that social interactions serve as a crucial source of political information,
Huckfeldt posits that social experiences within one’s neighborhood in-
fluence citizens’ political attitudes and behaviors.

In particular, he points to neighborhood composition as an important
factor that conditions residents’ political orientations. Heterogeneous
neighborhoods are more likely to trigger dissonant political reactions
among residents who do not identify with the elite or dominant group.
This applies equally to economic heterogeneity. Social-class inequal-
ity may spur neighborhood-based political conflict because it may lead
economically disadvantaged residents to perceive that a given political
institution or actor takes sides with a relatively economically privileged
group.®

% The bulk of the literature that examines the attitudinal impacts of economic inequality has fo-
cused on variables such as social trust (Rothstein and Uslaner 2005; Uslaner 2002), or more generally
examines how contextual factors condition the effects of social trust (Jamal and Nooruddin 2010).
In this article we examine the impacts of contextual inequality on trust toward local government and
explore the consequences of economic inequality at a level of analysis rarely considered: the neighbor-
hood.

¥ Huckfeldt 1986.

3 Huckfeldt 1986, 18-19.
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Thus, to explicitly make the connection between FHT and Huckfeldt’s
insights, we theorize that the level of economic inequality within the
neighborhood will shape low-economic-status residents’ evaluations of
a local government’s distributive fairness and thereby impact trust in
that government. More specifically, the poor form their perceptions of
distributive fairness as they share information about other neighbors
with those in their immediate social circle within the neighborhood
or simply through observation of their neighbors. Evidence based on
research in the United States is consistent with this account. For ex-
ample, Erzo Luttmer finds that inequality in personal earnings among
neighbors leads to a sense of personal deprivation for the less affluent.’!
Although one rarely has direct knowledge of the salary of one’s neigh-
bors, observable signals of that salary or more generalized economic
success, such as the appearance of a new car in the driveway or building
an addition to a home, may provide readily observable ways to monitor
the economic situation of one’s neighbors even without direct informa-
tion sharing. One way or another, people will tend to know where they
stand economically in relation to their neighbors, arguably much more
so than in relation to residents of other parts of the country, province,
or even municipality, given the factor of residential proximity.

RELEVANCE OF THE NEIGHBORHOOD FOR LLOCAL
(GOVERNANCE IN LATIN AMERICA

Although our theory is general, we argue that the neighborhood is par-
ticularly important for shaping perceptions of /ocal government fairness
and legitimacy in the current era of government decentralization in
Latin America. While we do not disregard the possibility that neigh-
borhood context might affect citizen attitudes toward other political
institutions, such as the national government, we see an even stron-
ger connection between neighborhood context and evaluations of local
government in the context of Latin America. As we explain in this
section, this is in no small part because decentralization reforms in this
region substantially increased the salience of the neighborhood as a so-
cial space for citizens’ political participation and involvement with the
policy-making processes of local governments.

Under decentralization, central governments in Latin America de-
volved power to local governments with the objective of “bringing the
state closer to the people.”? The expectation for this process was that

31 Luttmer 2005.
32 Selee 2004.
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localized information and citizen participation in deliberative gover-
nance at the local level would result in improved governance in terms of
both performance and equity.* As the process of decentralization gave
distributive and budgetary responsibilities to local governments in an
effort to ensure a more equitable distribution of resources and better-
quality services, local governments turned to submunicipal organiza-
tions to help aggregate political interests and organize the allocation
of public resources.* Tim Campbell notes that “with more power and
money at their disposal, local officials began to see the importance of
listening to voices from ‘below,” that is, tapping into the sentiments
of voters, citizen groups, and neighborhood organizations as a part of
making plans and budget tradeoffs.” In many municipalities in the
region, citizens now participate in the local policy-making process pri-
marily through their neighborhood.* In fact, neighborhood organiza-
tions often give residents a voice in local governmental budgetary deci-
sions regarding the allocation and distribution of resources.’’

The recent history of El Salvador, the focal country of this article,
reflects the regional trends in decentralization and the increasing im-
portance of neighborhood politics in the region. The Cédigo Municipal
(municipal code), which regulates the establishment and functions of
Salvadoran municipalities, actively encourages the legal constitution of
neighborhood associations. Specifically, it mandates periodic meetings
between members of neighborhood associations and their local gov-
ernment to assess and solve neighborhood problems. Salvadorans have
the opportunity to participate in public policy decisions at the sub-
municipal level through the Consulta Vecinal Sectorial (neighborhood
sector consultations) and participatory budgeting meetings.*® Survey
data from the 2010 AmericasBarometer confirms the importance of
the neighborhood as a space for political deliberation in El Salvador:
about 27 percent of the adult population in El Salvador reports partici-
pation in meetings of a neighborhood improvement committee at least
once a year. This rate is statistically indistinguishable from the level of
participation in neighborhood associations of citizens in the twenty
other Central American and South American countries represented in
the 2010 AmericasBarometer survey (that is, 27.8 percent, according to
our own analysis of these data).

% For example, Bardhan 1996; Faguet 2012.

3+ Eaton 2012.

3 Campbell 2003, 79.

3¢ Canel 2010.

3 Wampler 2007.
3% Torres and Lopez 2008.
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Notably, in the Salvadoran context, the rhetoric of ensuring both
quality outcomes and equitable provision of services at the neighbor-
hood level and the importance of neighborhood associations to fulfill
that goal is also one of the central talking points used by political par-
ties during and after political campaigns. The following excerpt from
the 2009 inaugural speech of the mayor-elect of El Salvador’s capital
city, San Salvador, illustrates this point:

Today I want to remind the Salvadoran voters what they voted for, what our
vision is for the city, and tell them what our plan is....Over the last year during
our campaign we visited thousands of homes in every district, from every social
class; we met with neighborhood associations seeking an authentic participa-
tory citizenship to nurture our plan of government....You will see me walk-
ing through various parts of the city aware that the mayor is the jurisdictional,
administrative official who is closest to the citizens but above all that this is the
way to best understand reality to then confront it. You will see me in Siberias,
in Chacra, in San Jacinto, in Colonia Satelite...and in every community...re-
solving problems with neighbors, and I will stay especially close to the neediest
families with special programs to support their needs and quality of life. >

Given the substantial changes in state-society relationships wrought
by decentralization in this and other countries in the region and with
the ascent of the neighborhood as an important space for making deci-
sions about the allocation and distribution of resources, we argue that
the heuristic information provided by neighborhood inequality will be
particularly relevant for the poor to evaluate whether their local gov-
ernment has acted fairly and implemented equitable public policies.
Latin America provides a propitious setting to test the overall theory
we propose, given that the high levels of economic inequality observed
across the region are reflected at the local level in high inequality within

neighborhoods.*

HyPOTHESES

Following our theoretical discussion, we posit that high levels of in-
equality in living conditions within neighborhoods will undermine the
level of trust in local government among the relatively poor because
they are the ones who are more likely to perceive that their preferences
and needs have not been taken into account in the policy-making pro-
cess. We also argue that high levels of neighborhood inequality will

% Translation by the authors. The full speech in Spanish can be accessed at http://www.youtube

.com/watch?v=9mkHyxNAoe4.
“ Elbers et al. 2004; Elbers et al. 2005; Lépez-Calva and Lustig 2010.
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reduce political trust among the relatively poor, even if they perceive
that the local government has provided good quality services. More
concretely, we propose the following two complementary hypotheses:

—H1. High economic inequality within neighborhoods will have a
negative effect on trust in local government, particularly among residents
with the lowest relative socioeconomic status.

—H2. High economic inequality within neighborhoods will attenu-
ate the positive effect of perceptions of high government performance on
trust in local government, particularly among residents with the lowest
relative socioeconomic status.

We illustrate these two hypotheses in Figure 1. Among low-eco-
nomic-status neighborhood residents we expect to find a negative re-
lationship between neighborhood inequality and trust in local govern-
ment. Among better-off residents, trust in local government will not
be dependent on neighborhood inequality, as depicted by the flat lines.
In addition, we expect perceptions of local government performance to
matter in the development of trust in local government on average, but
this is conditional on contextual inequality and individual socioeco-
nomic status.

As shown with the lines representing the poor in Figure 1, at high
levels of inequality, we hypothesize that perceptions of high govern-
ment performance will not be associated with greater trust in local
government relative to perceptions of low government performance,
but at low levels of inequality, perceptions of high performance will
be associated with a higher level of trust compared to perceptions of
low performance. In contrast, for the relatively wealthy, perceptions of
high government performance will correlate with a higher level of trust
in local government relative to perceptions of low government perfor-
mance at all levels of contextual inequality. In our empirical analysis we
are looking for evidence of these patterns to assess the validity of our

hypotheses.

REsEarcH DESIGN

To conduct our empirical tests we rely on an original data set collected
in 2010 and 2011 that includes information for seventy-one neighbor-
hoods selected across six municipalities (local government jurisdictions)
in El Salvador: Chalchuapa, San Juan Opico, Santa Ana, Santa Tecla,
Zaragoza, and San Salvador. As in previous neighborhood-level stud-
ies for the United States,* the selection of municipalities, neighbor-

# For example, Huckfeldt and Sprague, 1995.
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ILLusTRATIVE HYPOTHESES

hoods, and individuals within neighborhoods was designed to increase
the variance of socioeconomic characteristics across different units of
analysis in our sample. Although the six municipalities selected are lo-
cated in the same region of the country, they have very different levels
of socioeconomic development. The municipalities of San Salvador,
Santa Ana, and Santa Tecla are among the most urbanized and devel-
oped in the country. Chalchuapa, San Juan Opico, and Zaragoza are
much poorer and more rural.

Within each municipality there are also very marked differences in
the extent of poverty across and within neighborhoods. To ensure that
the sample would contain both poor and relatively affluent neighbor-
hoods, the universe of neighborhoods in each municipality was clas-
sified into two groups based on a poverty threshold.* Randomized
neighborhood selections were then taken within each group. The re-
sulting sample includes neighborhoods with very different socioeco-
nomic characteristics and is large enough to allow us to explore indi-
vidual- and neighborhood-level effects with a high level of statistical
precision.

Three different forms of data were collected across the seventy-one
selected neighborhoods using original questionnaires designed to study
neighborhood patterns in El Salvador: a census, a public opinion sur-
vey, and a systematic observation of each neighborhood. The census

# The selection of neighborhoods was based on data from the 2007 census provided by the census
bureau in El Salvador.
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was used to enumerate all households, to obtain information on the
number of blocks in each selected neighborhood, and to collect infor-
mation on household characteristics within blocks. Although the 2007
national census data made available by the census bureau was useful for
the selection of neighborhoods within each municipality, it provided
observations only for clustered census tracts, which did not necessar-
ily coincide with actual neighborhood borders. In contrast, the cen-
sus carried out for this study provided the opportunity to ensure that
neighborhood indicators based on the census data, as well as the survey
and the systematic observation, were gathered within the borders of
resident-defined neighborhoods.

As dwellings were enumerated for the collection of the census data,
maps were drawn in consultation with neighborhood leaders to identify
neighborhood borders. As Cara Wong and her coauthors argue, “Pic-
tures in our heads do not resemble governmental administrative units
in shape or content,” and so can compromise the validity of studies
that rely solely on census bureau—defined geographic units to examine
contextual effects on citizen attitudes. By involving residents in the de-
marcation of their neighborhood’s borders during the collection of our
own census data, the design of our study overcomes that constraint, and
therefore ensures that our ecological analysis effectively captures social
dynamics in geographic spaces that are meaningful to citizens.

The census data collected across the seventy-one neighborhoods re-
sulted in observations for a total of 30,791 household members corre-
sponding to 8,516 houscholds. As described below, we use this census
data to estimate our main independent variable at the neighborhood
level, inequality within neighborhoods, and to compute a control variable
for the overall poverty level, absolute living conditions in neighborhoods.
This census data also served as the sampling frame for the design of
the public opinion survey. The neighborhood census data reveal that
neighborhoods in our sample vary substantially in size, ranging from 48
to 748 dwellings. However, even in the smallest neighborhoods we find
significant variation in the socioeconomic characteristics of residents,
which allows us to estimate an aggregate indicator of inequality based
on the census data and to draw a sample for the public opinion survey
in each neighborhood with substantial variance in the socioeconomic
background of individuals.*

“ Wong et al. 2012, 53.

4 Table Al in Cérdova and Layton 2015 presents the total number of dwellings in each neigh-
borhood reflected in the census data we collected. In addition, we present descriptive statistics of the
socioeconomic characteristics of residents in each neighborhood based on the census and the public
opinion data we gathered.
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The public opinion survey was carried out face-to-face among the
voting-age population (individuals who were eighteen years old or
older) in each neighborhood. To account for population characteristics
from the census data gathered for this study, survey respondents were
randomly selected within neighborhoods based on a preestablished
gender and age quota for each block. Only one household member
was interviewed in each home. The total sample of the public opinion
survey comprises 4,096 individual interviews across the seventy-one
neighborhoods. The questionnaire of the public opinion survey con-
tains items on a wide array of topics, including the key questions we use
to measure attitudes toward political institutions and the local govern-
ment, as well as questions on political participation, social capital, and
residents’ experiences in their neighborhood.

Finally, following previous work in sociology,® a systematic obser-
vation questionnaire was administered with the purpose of collecting
information on the physical condition of public spaces in each block of
the seventy-one neighborhoods. Trained observers visited each neigh-
borhood and noted the presence or absence of “physical disorder” in
public spaces or signs of deterioration in neighborhood conditions at
the block level, including the presence of garbage mounds, sewage or
waste in the streets, or a lack of public lighting, among others.* A total
of 2,012 blocks were observed across the seventy-one neighborhoods.
In this article, we use the systematic observation data to assess the ro-
bustness of our results to the inclusion of a “physical disorder” index,
which objectively measures a neighborhood’s access to good-quality
public services.

MEASUREMENT AND METHODS

DEPENDENT VARIABLE

To measure trust in the local government, respondents were asked, “To
what extent do you trust the municipal government?”* Responses range

* For example, Sampson and Raudenbush 1999.

# The physical-disorder index is calculated by first taking the count of whether observers made
note of any of the following five items in the block-level observation: (1) garbage dumps or mounds of
trash scattered outdoors throughout the area; (2) garbage or broken glass in the streets or on sidewalks;
(3) empty lots with overgrown grass; (4) sewage or waste in the streets; and (5) lack of public electricity.
The final index score is calculated at the neighborhood level by averaging the count scores for all the
blocks within each neighborhood.

4 Questionnaires were pretested in El Salvador and customized to the country’s lexicon. The
wording in Spanish of the survey item on trust in local government reads, “¢Hasta qué punto tiene
usted confianza en su municipalidad?” The word municipalidad makes direct reference to the local
government in Spanish-speaking countries in Latin America, including El Salvador. The same sur-



88 WORLD POLITICS

from 1 (not at all) to 7 (a lot). Based on the pooled results from the
4,096 individuals interviewed across the seventy-one neighborhoods,
the average level of trust in the municipal government is 4.53, which
is not statistically different from the national average of 4.5 from the
same survey item used in the 2010 AmericasBarometer survey for El
Salvador (7 = 1,550), carried out by LAPOP.”® In addition, we find very
small differences between our neighborhood-based sample and the
LAPOP survey on key demographic characteristics, such as education,
gender, and age. As a result, we are confident that our neighborhood-
based sample as a whole reflects the general contours of El Salvador’s
population.*’

Comparing levels of trust in local government across the seventy-
one neighborhoods, however, we find considerable variation, with
mean values of trust ranging from a low of 3.6 to a high of 5.3 on
the seven-point scale, with a standard deviation of 0.32. The results
of a one-way analysis of variance test (ANOVA) confirm that the varia-
tion in trust across neighborhoods is statistically significant (' = 2.53;
p<0.001), which suggests that neighborhood contextual factors may ac-
count for the heterogeneity.

INDEPENDENT VARIABLES AT THE NEIGHBORHOOD LEVEL

At the neighborhood level, we examine the impact of inequality within
neighborhoods (citizens’ relative living conditions) on trust in local gov-
ernment, controlling for the neighborhood’s overall poverty level (aé-
solute living conditions in neighborhoods) and its vulnerability to crime
and violence (neighborhood crime). Our neighborhood inequality mea-
sure was computed with the census data collected for this study using
the methodology developed by David McKenzie,® which is based on
household assets and principal component analysis (pcA). McKenzie’s
methodology has been widely used to measure inequality in living stan-
dards in the absence of income data.’’ As demonstrated by McKenzie,
the index yields reliable measures of inequality in standards of living
at the subnational level and has been found to be strongly associated

vey wording is used in the LAPOP national surveys. For more details on the measurement, descriptive
statistics, and wording of the variables we employ in this article see Tables A2-A4 in Cérdova and
Layton 2015.

* Latin America Public Opinion Project 2015.

# Table A5 in Cérdova and Layton 2015 compares the demographic characteristics of respon-
dents in our neighborhood-based sample to those in the 2010 nationally representative sample col-
lected by LAPOP.

50 McKenzie 2005.

51 For example, Labonne and Chase 2009.
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with traditional income-based measures of income inequality, such as
the Gini coefficient. Formally, McKenzie’s index is defined as follows:

4, 1)
2

where for a given list of household assets, o, is the sample standard
deviation of the first principal component factor, ¥, across households
in neighborhood 7, and A is the largest eigenvalue, or variance, of y,
over the whole sample, typically the national sample. The first principal

component factor across households, y, for household assets «, is the
linear combination

Ijz

y = a0 1)+a(2_2’“2)+...+aé(%), )

where &, and s, are the mean and standard deviation of asset x, and o

represents the weight for each asset x,. The first principal component y,
yields a wealth index that assigns a larger weight to assets that vary the
most across households so that an asset found in all households is given
a weight of zero.> Thus, a luxury asset such as a vehicle or a computer
is weighted more heavily to reflect a higher individual socioeconomic
status.

In this article, scores based on the McKenzie index, I , greater than,
less than, or equal to 1 indicate that a given ne1ghborhood shows a
higher, a lower, or the same level of inequality as the national average,
respectively.”> Our measure of neighborhood inequality was computed
based on thirteen household assets.” Across the seventy-one neighbor-
hoods included in the sample, the observed level of inequality ranges
from about 0.60 to 1.40 points, indicating that neighborhoods with the
lowest and highest levels of inequality, respectively, show about 40 per-
cent lower and 40 percent higher inequality than the nation as a whole.
Consequently, our study further confirms the high levels of inequality

52 McKenzie 2005.

%3 As areference value, we use the overall level of inequality in the nation, which is based on house-
hold assets data from the 2010 national AmericasBarometer survey for El Salvador. Latin America
Public Opinion Project 2015. The census questionnaire administered at the neighborhood level con-
tains the same battery of questions on household assets included in the national AmericasBarometer
survey, making it possible to compare neighborhood- and national-level estimates using the first prin-
cipal component methodology.

* McKenzie’s index was computed on the basis of each respondent’s report of whether or not they
possess the following household assets: cellular telephone, computer, flat panel TV, hot-water shower,
indoor bathroom, Internet, landline telephone, microwave oven, motorcycle, refrigerator, television,
vehicle, and washing machine.
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within neighborhoods in the Latin American context found in previ-
ous studies, with the qualification that there is significant variation in
those levels.

We also include a measure of absolute living conditions in the neigh-
borhood to ensure that the effect of inequality within neighborhoods
on trust in local government is independent of the overall poverty level.
To measure absolute neighborhood conditions, we compute an index
based on the census data gathered for this study using the widely em-
ployed unsatisfied basic needs (UBN) methodology as described by Flo-
ribel Méndez and Juan Trejos.” The index measures the percentage of
households with a# least one unsatisfied basic need across four dimen-
sions: consumption capacity, education, health, and housing. Unlike
McKenzie’s measure of inequality, the UBN index does not reflect the
social distance across households in a given neighborhood, only the
extent of that neighborhood’s socioeconomic disadvantage. Thus, each
index (the McKenzie index of asset inequality and the UBN index of
poverty) taps into theoretically distinct dimensions of neighborhood
development. Across the seventy-one neighborhoods included in our
sample, the percentage of households with at least one unsatisfied basic
need ranges from 2 percent to 100 percent.

We also control for neighborhood vulnerability to crime and vio-
lence because neighborhood insecurity is likely to be related to our core
neighborhood variables of inequality and poverty, as well as to trust
in local government. Our measure of neighborhood crime is based on
responses to seven items in the opinion survey that asked respondents
whether they had knowledge of the following seven acts occurring
in the past twelve months in their neighborhood: damage to private
property, extortion, kidnapping, murder, robbery, sale of illegal drugs,
and sexual violence. The index measures the average number of crimes
(from the list of seven crimes) that respondents reported in each neigh-
borhood and varies between zero and seven, meaning that there are
neighborhoods in which all of the respondents in that neighborhood
reported having knowledge of occurrences of all seven of the possible
crimes on the list during the previous twelve months and neighbor-
hoods in which no respondent had knowledge of any occurrence of
those crimes. Our data indicate that although El Salvador as a whole
has one of the highest crime rates in the world,*® violence is highly
concentrated in certain neighborhoods, signifying that neighborhood

55 Méndez and Trejos 2004.
5 United Nations Office on Drugs and Crime 2013.
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crime is possibly an important competing contextual determinant of
trust in government.

INDEPENDENT VARIABLES AT THE INDIVIDUAL LEVEL

At the individual level, our two core independent variables are person-
al socioeconomic status and perceptions of local government perfor-
mance. We measure these two variables using data from the neighbor-
hood public opinion survey. Items on household-asset ownership were
used to assess personal socioeconomic status by arraying respondents
into high, medium, and low ferciles of wealth, based on the wealth index,
9, described above, as computed using the PcA method. Our theoreti-
cal focus is to examine how economic inequality within neighborhoods
affects levels of trust in local government across terciles of wealth, and
the effect of neighborhood inequality across terciles of wealth as per-
ceptions of local government performance vary.

Perception of local government performance in service provision was
assessed by asking respondents, “Would you say that the services the
municipal government is providing to the people are very good, good,
neither good nor bad, bad, or very bad.”” The scale is recoded on a
scale of 1 (very bad) to 5 (very good). We find a high degree of cor-
respondence between perceptions of low service quality at the neigh-
borhood level and greater physical disorder in the neighborhood as
observed by our trained observers (a correlation of -0.50, p<0.001),
which indicates that residents take into account the objective quality
of public services in their neighborhood when they answer this subjec-
tive survey question. Moreover, the data show that equal portions—31
percent—of the poorest individuals (the first tercile of wealth) and the
wealthiest individuals (the third tercile) in our sample perceive that the
local government is providing very good quality services. The question
then becomes, do poor individuals who think their local government
is providing quality services also show high levels of trust toward the
government? We hypothesize that poor individuals living in neighbor-
hoods with high levels of inequality are unlikely to do so.

We also include a series of control variables at the individual level.
Because an individual’s trust in local government is also likely to be
based on their support for the incumbent party, partisan predilections
must be included as an important control variable in the analysis be-
low. Indeed, a growing body of research in political psychology shows
that partisan sympathies bias citizens’ political judgments in numerous

°7 In Spanish, this survey item reads, “sDirfa usted que los servicios que la municipalidad estd
dando a la gente son: Muy buenos, Buenos, Ni buenos ni malos, Malos, o Muy malos.”
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ways. Partisan sympathizers are more amenable to the cues and issue
frames of party elites, and partisan identities promote strong affective
and cognitive biases, such as motivated reasoning, in the way partisans
attend to and weigh evidence that reflects on the reputation of the po-
litical party they favor.”® Partisan biases tend to be particularly impor-
tant across the divide between electoral winners and losers.”” We should
then expect that survey respondents’ level of trust in their local govern-
ment will be a product not only of the perceived performance of the
government but also a reflection of their preexisting partisan identity.
In the empirical models that follow, we control for such partisan con-
gruence bias using a measure of whether the respondent reports having
voted for the incumbent party in the previous municipal election; this
is the only variable available in the survey that taps into political party
preferences at the local level.

We also include three measures of potential sources of distrust in lo-
cal government in our empirical analyses: respondents’ personal experi-
ences with crime committed in the neighborhood, their fear of being a
victim of a crime in the neighborhood, and their personal experiences
with corruption involving local government officials. Finally, we in-
clude controls for various other behavioral and attitudinal variables as-
sociated with political trust. Because the literature suggests that citizen
participation increases confidence in government,*® we include control
variables on participation in neighborhood associations and participa-
tion in meetings convened by the local government, with the expecta-
tion that participation in local affairs will enhance trust in local govern-
ment. As noted previously, the variables on experience with corruption
and participation in local government meetings are likely to capture the
effect of citizens’ assessment of government procedural fairness on their
level of political trust.

Regarding citizen attitudes, the social capital literature suggests that
individuals who are sympathetic to their fellow citizens and live in plac-
es characterized by solidarity and cooperation will have a higher level of
trust in government because those communities will be more participa-
tory and thus promote better performing governments.®! To account
for residents’ ratings of the extent of solidarity and cooperation in their
neighborhood, we control for an index of social cohesion.®* The models

58 Kam 2005; Slothuus and de Vreese 2010; Taber and Lodge 2006.

3 Anderson et al. 2005.

% Brehm and Rahn 1997.

1 Putnam 1993.

2 See Sampson, Raudenbush, and Earls 1997. The social cohesion index is measured based on
responses indicating agreement with the following statements: “When there is a problem in the neigh-
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also control for standard sociodemographic characteristics: age, gender,
and the respondent’s years of schooling.

METHODS

We rely on multilevel modeling techniques to take into account the
nested structure of our data in the estimation of standard errors.®> Spe-
cifically, we estimate a two-level multilevel model to account for the
fact that an individual 7 in our sample resides in a given neighbor-
hood ;. Thus, the intercept of the model is allowed to vary randomly
across neighborhoods. Moreover, our multilevel analysis controls for
likely differences across municipalities by incorporating dummy vari-
ables (fixed effects) for the municipalities included in our sample, thus
minimizing the possibility that our results are driven by local dynamics
present in a given municipality.** Given that our dependent variable
is ordinal, we estimate a two-level ordered logistic multilevel model.®

Moreover, because the expectation is that the level of trust in local
government among residents with the lowest socioeconomic status will
depend on the extent of neighborhood inequality, in the model that
tests hypothesis 1, we allow the slope of the lowest tercile of wealth to
vary randomly across neighborhoods. The multilevel model that tests
hypothesis 2 also allows the slope of the variable on perceptions of lo-
cal government performance to vary randomly across neighborhoods
given that we theorize that the effect of this variable on trust depends
not only on individuals’ socioeconomic status but also on neighborhood
characteristics (the level of inequality).® Accordingly, the model speci-
fication for testing hypothesis 1 is as follows:

TrustLocalGov = B, + a,Inequality,; + B, Tercile 1, .+ (3)
B, Tercile22ij. + 7,0 negua/iiylj x Tercile 1 it }/ZInegualitylj X Tercile22l.j. +
ByPerc.LocalGov. Performancey;+ - + a X, .+ B X .+ ErrorTerm,

where o X, are neighborhood-level control variables, and BX,; are
individual-level control variables.

borhood, the neighbors usually organize themselves to try to fix it,” “This is a unified neighborhood,”
“People around here are willing to help their neighbors,” “People in this neighborhood generally get
along with each other,” and “People in this neighborhood share the same values.” These items form a
unidimensional index with a Cronbach’s alpha of 0.85.

% Gelman and Hill 2007.

6 If we do not include dummy variables for each municipality in our models, our results remain
substantively unchanged.

% The multilevel analysis presented here was carried out in Stata 13.1 using the meologit command.

% See Figure 1 for a graphical representation of this expectation.
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Notice that this model, associated with hypothesis 1, includes two
cross-level interactions: ylfnegualztyl x Tercile 1, and V,Inequality, . x
Tercile 22 Our expectation is to find a 51gn1ﬁcant negatlve effect for the
former (that is, 7, < 0), 1nd1cat1ng that higher levels of neighborhood
inequality decrease trust in the local government, particularly among
individuals with the lowest socioeconomic status. We include both in-
teraction terms to be able to test this hypothesis and thus examine if, as
we argue, neighborhood inequality mainly affects the poorest individu-
als.

The model specification for testing hypothesis 2 is as follows:

TrustLocalGov = B + a,Inequality, + B, Tercile 1, .+ (4)
B,Perc.LocalGov. Pe;formancezij + 7,1 negua/itylj x Tercile 1 it yzlnegua/izj/lj x
Perc.LocalGov. Perfarmancezl.j + Y, ercile 1 i X Perc.LocalGov. Pe;formancezi.j +

J/Jnegualizj/y x Perc.Loca/Go‘v.Performancezz.j xTercile 1 bt
X o+ B X+ ErrorTerm.

This model, associated with hypothesis 2, includes a three-way
cross-level interaction between neighborhood inequality, perceptions
of local government performance, and the lowest tercile of wealth. The
coetficient associated with the triple interaction is expected to be nega-
tive (y, < 0), meaning that the interaction we identify in hypothesis
1 also varies across levels of perceived local government performance.
To simplify the model slightly, because our theoretical expectation is
to find that neighborhood inequality will primarily affect the poorest
individuals or those in the lowest (first) tercile of wealth, the model
testing hypothesis 2 compares individuals in the first tercile to those in
the second and third as a single reference category. Elsewhere we show
that the results remain substantively unchanged if we specify our three-
way interaction model to compare the first to the third tercile and the
second to the third tercile, as we do in the first model.®’

REsurTs

To show baseline effects, we first present a model without the inclusion
of our hypothesized interactions (see the baseline model [model 1] in
Table 1). As can be seen, inequality within neighborhoods stands out
as a significant contextual predictor of trust in local government. On

7 Cérdova and Layton 2015. As can be observed in Table A9 in the supplementary material to
this article, this model specification entails the inclusion of two three-way interaction terms in the
model: inequality x perceptions of local government performance x tercile 1 and inequality x perceptions of
local government performance x tercile 2.
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average, high neighborhood inequality is associated with lower levels of
trust in local government, yet overall poverty (absolute living conditions
in the neighborhood) does not exert a significant effect on trust. Conse-
quently, all else being equal, relative, but not absolute, living conditions
in the neighborhood influence citizens’ trust in local government. We
also find that individuals living in neighborhoods with a high incidence
of crime and violence (neighborhood crime) are significantly less likely to
trust their local government.

At the individual level, we find that individuals with the lowest
socioeconomic status show a significantly lower level of trust in lo-
cal government than individuals with the highest socioeconomic status
(the coefficient associated with the first tercile of wealth is statistically
significant at p<0.05). The coefficient comparing individuals in the
second and third tercile of wealth is also negative, but only statistically
significant at p<0.10. In addition, we also find that perceptions of local
government performance in service provision are strongly associated
with trust in local government. In contrast, political partisanship has
a weak effect. Individuals who reported voting for the winning party
in the most recent mayoral election showed higher levels of trust than
those voting for the losing party, but this effect faded once we included
the variable perception of local government performance in service provision
in the model.®® In addition, neighborhood residents who have been vic-
tims of crime in their neighborhood have lower levels of trust in local
government. As expected, neighborhood cohesion is positively related
to trust, but participation in meetings by neighborhood improvement
associations has no independent impact on trust in local government.
Regarding the effect of our proxy variables that are likely to capture the
impact of assessments of procedural fairness (that is, experience with
corruption involving a local government official and participation in
meetings convened by the local government), we find that only the
indicator of local government corruption has a statistically significant
effect. Individuals who have been asked for a bribe show lower levels of
trust in local government.

Moving to the direct tests of our hypotheses, we find support for
hypothesis 1 in the two-way interaction model (Table 1, model 2), in
which the coefficient for the cross-level effect of tercile of wealth 1 x
neighborhood inequality is statistically significant and negative. In oth-
er words, as expected, trust in local government is significantly lower
among the lowest economic status residents who live in contexts of

6 We report this result in Table A6 in Cérdova and Layton 2015.



TABLE 1
DETERMINANTS OF TRUST IN LocAL GOVERNMENT®

Two-Way
Baseline Model Interaction Model
(Model 1) (Model 2)
Variables Coeff.  Std. Error  Coeff-  Std. Error
Inequality within neighborhoods -0.777*  (0.368) -0.222 (0.526)
Tercile of wealth 1 (1); tercile 3 (0) -0.146* (0.073)  1.043+ (0.584)
Tercile of wealth 2 (1); tercile 3 (0) -0.130+ (0.075)  0.090 (0.532)
Tercile of wealth 1 x Inequality within -1.341*  (0.661)
neighborhoods
Tercile of wealth 2 x Inequality within -0.243 (0.600)
neighborhoods

Perception of local government performance in - 0.769** (0.041)  0.773"* (0.041)

service provision
Neighborhood-Level Control Variables

Absolute living conditions in neighborhoods 0.127  (0.215) 0.078 (0.211)
(overall poverty)
Neighborhood crime -0.066* (0.026) -0.062*  (0.026)

Individual-Level Control Variables

Voted for incumbent political party (1); voted ~ 0.096  (0.082)  0.088 (0.082)
for opposition (0)

Did not vote (1); voted for opposition (0) -0.072  (0.079) -0.079 (0.080)

Did not reveal voting behavior (1); voted for ~ -0.151+ (0.085) -0.154+  (0.085)
opposition (0)

Asked for a bribe (1); no bribe (0) -0.447*  (0.194) -0.438*  (0.195)

No contact with municipality (1); no bribe (0)  0.005  (0.084)  0.013 (0.085)

Attended local government meeting (1); no (0) 0.224  (0.153)  0.234 (0.154)

Attended community meetings (1); no (0) -0.054  (0.101) -0.057 (0.101)

Perceived social cohesion in neighborhood 0.006"* (0.002)  0.006™* (0.002)

Victimized by crime in the neighborhood (1); -0.335" (0.120) -0.351**  (0.120)
no (0)

Fear of being victimized by crime in the -0.002+ (0.001) -0.002+ (0.001)
neighborhood
Years of schooling -0.001  (0.008) -0.002 (0.008)
Gender (female: 1; male: 0) 0.053  (0.058)  0.057 (0.058)
Age cohort 1 (1: 18-25; 0: 46 or more) -0.346"* (0.085) -0.350™* (0.085)
Age cohort 2 (1: 26-35; 0: 46 or more) -0.293** (0.082) -0.291** (0.082)
Age cohort 3 (1: 36-45; 0: 46 or more) -0.190* (0.080) -0.198*  (0.080)
San Juan Opico (1); Chalchuapa (0) 0.009  (0.157)  0.039 (0.155)
Santa Ana (1); Chalchuapa (0) -0.049  (0.132) -0.036 (0.129)
Zaragoza (1); Chalchuapa (0) -0.094  (0.168) -0.074 (0.165)
Santa Tecla (1); Chalchuapa (0) 0.110  (0.199) 0.098 (0.194)
San Salvador (1); Chalchuapa (0) 0.240  (0.173)  0.282 (0.172)
Number neighborhoods [Number observations] 71 [3,955] 71 [3,955]

+p<0.1; *p<0.05; *p<0.01, **p<0.001
*Two-level ordered logistic multilevel models. The two-way interaction model allows intercepts
and slope of tercile of wealth 1 to vary randomly across neighborhoods.
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high neighborhood inequality. Indeed, when we carried out further
tests and kept the second and third terciles of wealth as the reference
category (instead of only the third tercile as in Table 1, model 2), the
coefficient for the interaction term between the first tercile and neigh-
borhood inequality is still statistically significant, indicating that at
high levels of inequality, the largest difference in levels of trust in local
government surfaces between neighborhood residents with the lowest
level of wealth and the rest of the population.®

Figure 2 illustrates the results of the significant two-way interaction
shown in model 2. At the highest level of neighborhood inequality, the
predicted probability of trusting the local government “a lot” (a score of
7 on our dependent variable) is 5.3 percentage points among individu-
als in the first tercile of wealth, while at the lowest level of neighbor-
hood inequality it is 15.1 percentage points.”” In this first analysis, we
find that the differences in the mean predicted probability of trusting
the local government “a lot” between the poorest and richest residents
are statistically significant (p<0.05) when neighborhood inequality
is equal to or greater than the national average (the equivalent of a
score of 1.00 on the McKenzie index).”" Furthermore, trust in local
government among higher socioeconomic status individuals is statisti-
cally unaffected by neighborhood inequality. This result is confirmed
when we split the sample and run separate models for individuals in
the first, second, and third terciles of wealth. Our split-sample analysis
shows that within-neighborhood inequality has a negative effect on
trust in local government only among individuals in the first tercile of
wealth.” This tendency is consistent with our expectations illustrated in
Figure 1.

Taking into account these first findings, we now proceed to explore
the conditional effect of perceptions of local government performance
across economic groups while still accounting for neighborhood in-
equality. Table 2, model 3, presents the results of the model when we
include a three-way interaction term between our variables for neigh-
borhood inequality, individual perceptions of local government per-

% See Table A7 in Cérdova and Layton 2015.

70 Predicted probabilities are estimated using the margins command in Stata 13.1 based on the
results of the two-way interaction model presented in Table 1. Our conclusions remain substantively
unchanged regardless of the cut-off point on the dependent variable used to estimate predicted prob-
abilities. Results remain similar if we estimate the predicted probability of providing an answer equal
to 5, 6, 0r 7, on the 1-7 scale of the trust in local government survey question, or estimate the predicted
probability of providing an answer equal to 6 or 7 on this survey item. These additional analyses are
presented graphically in Figures A3-A6 in Cérdova and Layton 2015.

! Figure Al in Cérdova and Layton 2015 shows this result graphically. The statistical significance
of differences in mean predicted probabilities was determined based on the Delta method.

72 See Table A8 in Cérdova and Layton 2015.
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2 Based on results from model 2.

formance, and the first tercile of wealth. As noted above, the refer-
ence category in this analysis corresponds to individuals in the second
and third terciles of wealth.” As observed in Table 2, the coefficient
of the triple interaction term is negative and statistically significant
(p<0.01).

Figure 3 illustrates the results from model 3 more clearly. The pre-
dicted values we observe are consistent with hypothesis 2; the predicted
probability of trusting the local government “a lot” increases among
individuals in the first tercile of wealth as perceptions of government
performance improve when neighborhood inequality is relatively low,
see Figure 3(a). In contrast, in the most unequal neighborhoods, fa-
vorable perceptions of government performance do not increase trust
among the poor. Figure 3(b), shows a very different pattern. For resi-
dents at medium and high terciles of wealth, the predicted probability
of trusting the local government “a lot” increases as perceptions of lo-
cal government performance improve across all levels of neighborhood
inequality. In other words, among the relatively affluent, trust in local
government is much less dependent on neighborhood inequality and
much more a function of the perception of local government perfor-

7 Notably, as mentioned above, our conclusions remain unchanged when we test hypothesis 2 and
include tercile 1 and 2 as distinct categories and compare each of them with tercile 3. Only the three-
way interaction associated with tercile of wealth 1 is statistically significant and negative, as expected.
See Table A9 in Cérdova and Layton 2015.



TABLE 2
DETERMINANTS OF TRUST IN LocAL GOVERNMENT ?

Three-Way
Interaction Model
(Model 3)
Variables Coeff Std. Error
Inequality within neighborhoods 0.603 (1.611)
Tercile of wealth 1 (1); tercile of wealth 2 and 3 (0) -3.724* (1.848)
Tercile of wealth 1 x Inequality within neighborhoods 4.702* (2.155)
Perception of local government performance in service provision 1.067* (0.428)
Tercile of wealth 1 x Perception of local government performance ~ 1.467* (0.550)
Perception of government performance x Neighborhood inequality  -0.307 (0.491)
Tercile of wealth 1 x Perception of local government -1.833"  (0.640)
performance x Inequality within neighborhoods
Neighborhood-Level Control Variables
Absolute living conditions in neighborhoods (overall poverty) 0.029 (0.220)
Neighborhood crime -0.053* (0.026)
Individual-Level Control Variables
Voted for incumbent political party (1); voted for opposition (0) 0.084 (0.083)
Did not vote (1); voted for opposition (0) -0.087 (0.080)
Did not reveal voting behavior (1); voted for opposition (0) -0.162+ (0.085)
Asked for a bribe (1); no bribe (0) -0.400* (0.197)
No contact with municipality (1); no bribe (0) 0.022 (0.085)
Attended local government meeting (1); no (0) 0.187 (0.156)
Attended community meetings (1); no (0) -0.046 (0.102)
Social cohesion in neighborhood 0.006™*  (0.002)
Victimized by crime in the neighborhood (1); no (0) -0.330** (0.121)
Fear of being victimized by crime in the neighborhood -0.002+ (0.001)
Years of schooling -0.001 (0.008)
Gender (female: 1; male: 0) 0.054 (0.058)
Age cohort 1 (1: 18-25; 0: 46 or more) -0.351*  (0.086)
Age cohort 2 (1: 26-35; 0: 46 or more) -0.287**  (0.083)
Age cohort 3 (1: 36-45; 0: 46 or more) -0.200* (0.081)
San Juan Opico (1); Chalchuapa (0) 0.045 (0.156)
Santa Ana (1); Chalchuapa (0) -0.021 (0.130)
Zaragoza (1); Chalchuapa (0) -0.049 (0.167)
Santa Tecla (1); Chalchuapa (0) 0.135 (0.199)
San Salvador (1); Chalchuapa (0) 0.307+ (0.173)
Number of neighborhoods [Number of observations] 71 [3,955]

+p<0.1; *p<0.05; *p<0.01, **p<0.001

*Two-level ordered logistic multilevel model with random intercepts at the neighborhood level.
The slopes associated with the variables on tercile of wealth 1 and perceptions of government perfor-

mance in the provision of services are allowed to vary randomly across neighborhoods.
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mance in service provision. These patterns are also consistent with the
expectations illustrated in Figure 1.

The statistical significance of this contrast between residents at dif-
terent levels of personal wealth is more clearly illustrated in Figure 4,
where the analysis is restricted to individuals who perceive that the
local government is providing very good services. As shown in Fig-
ure 4(a), the contrast in the reactions of poor (first tercile) and afflu-
ent (second and third terciles) individuals who rate local government
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performance as very good is dramatic as neighborhood inequality in-
creases. As expected, the average level of trust in local government is
the highest when citizens perceive good performance and live in neigh-
borhoods with the lowest level of neighborhood inequality. Among the
poor, those high rates of trust quickly evaporate as inequality increases.
At the highest level of neighborhood inequality, the difference in the
predicted probability of trusting the local government “a lot” between
residents in the lowest and highest terciles of wealth is about 20 per-
centage points, see Figure 4(b). Indeed, we find that the difference in
the mean predicted probability of trust in local government between
the two groups is statistically significant when the Mckenzie index is
equal to or greater than one (the number representing the national av-
erage).

Interestingly, as we look at the differences between the poor and the
affluent in neighborhoods with low inequality in Figure 4, we also find
that poor respondents who perceive that government performance is
very good are significantly more likely to trust the local government
“a lot” than affluent respondents. We find that this is the case in the
five neighborhoods with the lowest level of inequality in our sample.”
Taken together, these results reinforce our arguments that the poor are
particularly attentive to neighborhood inequality and that the cost of
inequality is substantial for the local government in terms of eroding
citizen trust among the poor.

The weak association between perceptions of performance and trust
in local government among the poor at high levels of neighborhood
inequality demonstrates that these variables tap distinct concepts and
thus are not tautological. This result also suggests that when percep-
tions of performance and trust in government are correlated (that is,
at low levels of inequality), the causal arrow runs from perceptions of
performance to trust. The fact that at high levels of neighborhood in-
equality trust in local government remains low among the poor despite
perceptions of high performance suggests that inequality depresses the
causal effect of perceptions of high performance on trust and not the
other way around. Indeed, the opposite causal story makes no sense in
this case: high inequality cannot possibly attenuate the impact of low
trust on perceptions of igh performance. Taken together, these results
give us confidence that our findings are not an artifact of an endogene-

7# This result is therefore not driven by the neighborhood with the lowest level of inequality in our
sample; there are five neighborhoods with low inequality that show a similar trend (see Figure A2 in
Cérdova and Layton 2015).
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ity problem between perceptions of government performance and trust
in local government.

Notably, the results we report in Tables 1 and 2 are robust to the in-
clusion of a half-dozen additional neighborhood-level characteristics:
observed physical disorder, neighborhood size, participation rates in
neighborhood associations, participation rates in meetings convened by
the local government, the extent of social cohesiveness in the neighbor-
hood, and the percentage of neighborhood residents who voted for the
incumbent political party in the municipal election carried out prior to
the study.” The consistency of our results after the inclusion of rigorous
controls gives us confidence that our findings are reliable.

DiscussioN AND CONCLUSION

The results of our empirical analysis have important theoretical and
policy implications. First, our research demonstrates that contextual
factors associated with living conditions in a neighborhood substan-
tively shape trust in local government. In particular, economic inequal-
ity within neighborhoods erodes trust in local government among the
poor. This finding is consistent with the FHT prediction that individuals
draw on information about distributive fairness within their social con-
text as a heuristic to determine how much they can trust an authority.
While indicators of procedural fairness, such as experience with cor-
ruption, reduce trust in local government, perceptions of local govern-
ment’s distributive fairness derived from neighborhood inequality exert
a particularly strong negative effect on poor respondents’ level of trust
in local government. Second, our research circumscribes one of the
most consistent findings of individual-level studies on the origins of
political trust—that people are more likely to trust their government if
they perceive it is performing well and thus “delivering the goods.” We
find that for the poor who live in a context of high neighborhood in-
equality, subjective evaluations of good local-government performance
are insufficient to increase political trust, which leads us to conclude
that the poor value both performance and equity from their local gov-
ernment.

Taken together, our findings indicate that high economic inequality
in the developing world poses a challenge for local governance when it

> To avoid multicollinearity, we evaluated the effect of neighborhood inequality vis-a-vis each of
these six variables in separate models while simultaneously controlling for absolute living standards
and crime in the neighborhood. We report the results of this analysis in Tables A10~A21 in Cérdova
and Layton 2015. Because El Salvador is a highly ethnically homogenous country, ethnic heterogene-
ity is also held constant in our analysis.
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is reflected at the neighborhood level. While decentralization reforms
have increased the importance of the neighborhood as a social space
for “bringing the state closer to the people” by encouraging citizen par-
ticipation in neighborhood organizations,” this form of direct democ-
racy will not automatically lead to greater political trust if economic
inequality in the region remains significantly high. Given the theorized
importance of political trust for citizens’ respect for the rule of law,
widespread compliance with local governments’ laws and regulations
will be difficult to achieve given the high levels of economic inequality
in Latin American countries.

The drastic shift from a statist to a neoliberal economic model
through “shock therapy” (the rapid adoption of free-market policies)
resulted in an increase in economic inequality toward the end of the
1980s.”” More recently, a decline in economic inequality has been reg-
istered in many countries in the region, which is largely attributed to
the more progressive nature of policies implemented by leftist gov-
ernments.”® The current economic trends in the region, however, cast
doubt on the sustainability of these redistributive policies, and even
with the registered decline in economic inequality during the last few
years, the region as a whole still holds the title as the most unequal in
the world.” Our estimates of neighborhood inequality indicate that
the high overall economic inequality reported at the national level are
largely reflected by deep inequalities that surface at the submunicipal
level within neighborhoods.

We find that neighborhood inequality undermines local governance
in the current era of decentralization. The confluent trend of provid-
ing opportunities for citizen participation through neighborhood as-
sociations and promising equity in the distribution of local government
resources have arguably made the poor particularly attentive to local
government’s distributive fairness in their assessments of local govern-
ment’s trustworthiness. Our evidence from El Salvador is consistent
with the claim that neighborhood inequality produces a reservoir of
distrust in the local government among the poor. The policy implica-
tion of our findings is clear: fulfilling decentralization’s dual goal of
improving equity and performance will result not only in better devel-
opment outcomes for all, but also in greater trust toward local govern-
ments.

76 Selee 2004.

77 Lustig 1995.

78 Huber and Stephens 2012.

7 Birdsall, Lustig, and McLeod 2011; Lépez-Calva and Lustig 2010.
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The available evidence, however, shows that decentralization out-
comes related to performance and equity have been mixed in Latin
America. For example, qualitative evidence for Chile suggests that after
that country’s transition to democracy, “efficiency and equity did not
emerge in large scale” in the areas of primary health care and primary
and secondary education, and even where citizen participation actu-
ally had the potential to bring about improved services and equity, lo-
cal governments often lacked the resources to respond to citizens’ de-
mands.®’ Evidence for Mexico leads to a similar conclusion; the impact
of decentralization on the provision of water did not lead to uniform
effects on performance and equity.®' More recently, based on evidence
from Brazil and its efforts to decentralize primary education, Fabiana
Machado concludes that in municipalities with high economic inequal-
ity (and presumably in the most unequal neighborhoods in those mu-
nicipalities), the promises of decentralization in terms of performance
and equity were more difficult to fulfill due to political capture by local
elites.®

This evidence supports the initial fear held by critics of the decen-
tralization movement who cautioned against overly idyllic visions of
decentralized power: that certain societal contexts would constrain the
realization of these expectations. The foremost concern was that eco-
nomic inequality has the potential to lead to starker political inequi-
ties because, in the context of economic inequality, “it may be easy for
the local overlords to capture the local community institutions and the
poor may be left grievously exposed to their mercies and their mal-
teasance.” For these critics, rather than ameliorating inequities and
concerns with service quality, decentralization had the potential to fur-
ther entrench already powerful factions or traditional elites and conse-
quently reinforce historical patterns of exclusion.

The question is how to enact policies that allow local governments to
tulfill their promise of better and more equitable policy outcomes. Part
of the solution may emerge from the experiences that some municipal
governments in Latin American countries have recently had with pro-
gressive policies, such as conditional cash transfer (CCT) programs.®
In general, these programs offer cash benefits to poor households with
the objective of incentivizing household investment in nutrition and
human-capital development; by design, the programs aim to provide

80 Kubal 2006.

8 ‘Wilder and Romero 2006.
82 Machado 2013.

8 Bardhan 1996, 1355.

8 Adato and Hoddinott 2010.
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both short- and long-term solutions to poverty and inequality. Nev-
ertheless, to foster perceptions of government legitimacy, our results
suggest that CCT programs will need to be complemented by parallel
efforts to close the gap in standards of living not only across munici-
palities, but also within submunicipal units, including neighborhoods.
Conditional cash transfer programs have focused their household tar-
geting criteria mainly on proxy-means tests that account for standard
monetary measures of poverty, such as household wealth or per capita
income, and thus their procedures for the identification of beneficiaries
are not based on a “multidimensional targeting” strategy that recogniz-
es the complex determinants of poverty and inequality.®*> Conditional
cash transfer programs alone will not maximize the relative well-being
of the poor, and subsequently, their trust in local government, without
complementary public investments that more directly address struc-
tural factors that perpetuate economic inequality.

Without the political will to value and address structural aspects of
deep socioeconomic disparities within municipalities, inequality will
continue to plague Latin American societies and deter political trust.
Although it might be possible for local political elites to repeatedly
achieve reelection without addressing questions of inequality, economic
disparities will weigh on and hold back the developmental prospects
for the entire society, in part because long-term political stability will
always be in question as long as a significant group of disenchanted and
economically marginalized citizens remains. In the end we can only re-
iterate the refrain of our argument: it is not good enough to just deliver
the goods. Without achieving greater equity through government poli-
cy efforts, many citizens will be unlikely to gain sufficient confidence in
their governing institutions to ensure democratic stability.

SUPPLEMENTARY MATERIAL

Supplementary material for this article can be found at http://dx.doi.org.10.1017
/50043887115000441.
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