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Abstract
    When Does Regression Discontinuity Design Work? Evidence from Random Election Outcomes
We use elections data in which a large number of ties in vote counts between candidates are resolved via a lottery to 
study the personal incumbency advantage. We benchmark non-experimental regression discontinuity design (RDD) 
estimates against the estimate produced by this experiment that suggests that there is no personal incumbency advantage. 
In contrast, conventional local polynomial RDD estimates suggest a moderate and statistically significant effect. Bias-
corrected RDD estimates that apply robust inference are, however, in line with the experimental estimate.
    Rank Effects in Political Promotions
We study the effect of candidates’ personal vote ranks on promotions to political power in an open-list proportional 
representation system. Using a regression discontinuity design and data from Finnish local elections, we find that ranking 
first within a party enhances a politician’s chances of getting promoted to the position of municipal board chair. Our 
evidence suggests that the mechanism behind the rank effects is primarily unrelated to electoral incentives, but is rather 
related to party-specific norms or political culture.
    Victorian Voting: The Origins of Party Orientation and Class Alignment
Using individual elector level panel data from nineteenth-century United Kingdom poll books, we reassess the
development of a party-centered electorate. We show that (i) the electorate was party-centered by the time of the extension 
of the franchise in 1867; (ii) a decline in candidate-centered voting is largely attributable to changes in the behavior of the 
working class; and (iii) the enfranchised working class aligned with the Liberal left. Our findings can plausibly explain 
the subsequent development of the party system.
    Class, Social Mobility, and Voting: Evidence from Historical Voting Records
We examine the mechanisms of class-based voting by evaluating the effects of social mobility on voting behavior in the 
nineteenth-century England. While we do not find any strong evidence of a cleavage along the working and middle class 
divide, we find that he landed gentry, farm workers, non-skilled workers and white-collar workers voted on average more 
for the Conservatives, and petty bourgeoisie and skilled workers for the Liberals. The changes in voting behavior due to 
social mobility are immediate and mainly consistent with the same cleavage.
    Public Employees as Politicians: Evidence from Close Elections
We analyze the effect of municipal employees’ political representation in municipal councils on local public spending.
One more councilor employed by the public sector increases spending by about 1%. The effect largely comes through the 
largest party and is specific to the employment sector of the municipal employee.
    Politician Quality, Ideology, and Fiscal Policy
Using local councils in Finland as a test bed, I show that (i) electing more high-income, incumbent, and competent 
politicians improves fiscal sustainability outcomes but does not decrease the size of the public sector, and (ii) symmetrically, 
electing more university-educated local councilors leads to an increase in public spending without any adverse effects on 
fiscal sustainability. Survey data reveal that the qualities are differentially associated with economic ideology, and these 
correlations tally with the policy effects.
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Abstracts

When Does Regression Discontinuity Design Work? Evidence from
Random Election Outcomes (with Ari Hyytinen, Otto Toivanen, Tuukka
Saarimaa, and Janne Tukiainen)
We use elections data in which a large number of ties in vote counts
between candidates are resolved via a lottery to study the personal
incumbency advantage. We benchmark non-experimental regression
discontinuity design (RDD) estimates against the estimate produced by
this experiment that takes place exactly at the cutoff. The experimental
estimate suggests that there is no personal incumbency advantage. In
contrast, conventional local polynomial RDD estimates suggest a
moderate and statistically significant effect. Bias-corrected RDD
estimates that apply robust inference are, however, in line with the
experimental estimate. Therefore, a state-of-the-art implementation of
RDD can meet the replication standard in the context of close elections.

Rank Effects in Political Promotions (with Janne Tukiainen)
We study the effect of candidates’ personal vote ranks on promotions
to political power in an open-list proportional representation system.
Using a regression discontinuity design and data from Finnish local
elections, we find that ranking first within a party enhances a
politician’s chances of getting promoted to the position of municipal
board chair, the most important job in Finnish local politics. Other
ranks matter less. We document that the effect of ranking first is larger
when within party competition is weak, but the role of external
competition is ambiguous. Our evidence also suggests that the
mechanism behind the rank effects is primarily unrelated to electoral
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incentives, but is rather related to party-specific norms or political
culture. However, ranks only seem to be a complement to other
promotion criteria, such as politicians’ previous political experience or
how close to the party lines their policy positions stand.

Victorian Voting: The Origins of Party Orientation and Class
Alignment (with Torun Dewan and Janne Tukiainen)
Much of what we know about the alignment of voters with parties
comes from mass surveys of the electorate in the postwar period or
from aggregate electoral data. Using individual elector level panel data
from nineteenth century United Kingdom poll books, we reassess the
development of a party-centered electorate. We show that (i) the
electorate was party-centered by the time of the extension of the
franchise in 1867; (ii) a decline in candidate-centered voting is largely
attributable to changes in the behavior of the working class; and (iii)
the enfranchised working class aligned with the Liberal left. This early
alignment of the working class with the left cannot entirely be
explained by a decrease in vote buying. The evidence instead suggests
that the alignment was based on the programmatic appeal of the
Liberals. We argue that these facts can plausibly explain the
subsequent development of the party system.

Class, Social Mobility, and Voting: Evidence from Historical Voting
Records (with Torun Dewan, Christopher Kam, and Janne Tukiainen)
We examine the mechanisms of class-based voting by evaluating the
effects of social mobility on voting behavior in the nineteenth-century
England. We use unique individual-level administrative records
preceding the secret ballot that contain information on which
candidate(s) each voter voted for and the voters’ occupations. While
we do not find any strong evidence of a cleavage along the working
and middle class divide, we find evidence of a union of the landed
gentry, farm workers, non-skilled workers and white-collar workers
voting on average more for the Conservatives, and petty bourgeoisie
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and skilled workers for the Liberals in a cross-section. The changes in
voting behavior within individuals due to social mobility are
immediate and mainly consistent with the same cleavage. One
interpretation is that voting was influenced by economic incentives
related to the interests of the new and old industries, and to a less
extent by the socialized political behavior of different classes.

Public Employees as Politicians: Evidence from Close Elections (with
Ari Hyytinen, Otto Toivanen, Tuukka Saarimaa, and Janne Tukiainen)
We analyze the effect of municipal employees’ political representation
in municipal councils on local public spending. We use within-party,
as-good-as-random variation in close elections in the Finnish open-list
proportional election system to quantify the effect. One more councilor
employed by the public sector increases spending by about 1%. The
effect largely comes through the largest party and is specific to the
employment sector of the municipal employee. The results are
consistent with public employees having an information advantage
over other politicians and thus, being able to influence policy.

Politician Quality, Ideology, and Fiscal Policy
Does politician quality in a representative government matter for the
quality of government? I use administrative registry data on local
politicians in Finland and exploit exogenous variation generated by
close electoral races that shift the quality composition of local councils
to show that (i) electing more high-income, incumbent, and competent
politicians (defined as those who have a higher income relative to
others with similar observable characteristics) improves fiscal
sustainability outcomes but does not decrease the size of the public
sector, and (ii) symmetrically, electing more university-educated local
councilors leads to an increase in public spending without any adverse
effects on fiscal sustainability. To reconcile these findings, I combine
the micro-data on electoral candidates with unique survey data on
their policy positions. Politician qualities are differentially associated
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with economic ideology, and these correlations tally with the policy
effects. Thus, electing good representatives on both sides of the
political spectrum can improve policies.
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CHAPTER 1

Introduction

This dissertation consists of six self-contained essays on political
economics. In particular, the chapters study the personal incumbency
advantage in a proportional representation system, the effects of a
preferential votes distribution on subsequent political promotions, the
extent and long-run evolution of class-based voting, and the effects of
politicians’ occupational background and quality on public policies. I
start the thesis by summarizing its main contents.

Electoral Outcomes and Political Careers The first two essays of
this dissertation study the consequences of electoral outcomes on
individual politicians. Another factor that unifies the first two chapters
is the empirical methodology. To estimate such effects causally, the
chapters rely on a quasi-experimental regression discontinuity design
approach (Lee and Lemieux 2010).1

1In a regression discontinuity design (RDD), individuals are assigned to a treatment
group if they cross a given cut-off of an observable and continuous forcing variable.
Those who fail to cross the cut-off form the control group. If the conditional expectation
of the potential outcome is continuous in the forcing variable at the cut-off, correctly
approximating the regression function above and below the cut-off and comparing the
values of the regression function for the treated and control groups at the cut-off gives
the average treatment effect. The method has been widely applied in electoral settings
where close elections generate as-good-as-random variation.

1



2 INTRODUCTION

Perhaps one of the most popular applications for regression
discontinuity design (RDD) in empirical political science and political
economy is incumbency advantage—the effect of getting elected on
subsequent electoral performance. Chapter 2 (coauthored with Ari
Hyytinen, Otto Toivanen, Tuukka Saarimaa, and Janne Tukiainen; see
Hyytinen et al. 2018a for the published version of the paper), When
Does Regression Discontinuity Design Work? Evidence from Random
Election Outcomes, studies the existence of a personal incumbency
advantage in the context of municipal elections in Finland. The main
motivation of this work, however, is methodological. We study
whether an RDD can in practice reproduce an experimental estimate of
incumbency advantage. We obtain this experimental estimate by
utilizing data from electoral ties between two or more candidates.
Such ties in vote counts are resolved via a lottery.

The experimental estimate suggests that there is no personal
incumbency advantage. In contrast, conventional local polynomial
RDD estimates that are obtained using optimal bandwidths suggest a
moderate and statistically significant effect. However, this effect
disappears if we use smaller bandwidths or the bias-corrected
approach suggested by Calonico, Cattaneo, and Titiunik (2014). Thus,
RDD can replicate the experimental estimate of the incumbency
advantage when carefully implemented. This is good news for
empiricist, since a quasi-experimental tool that can reproduce the
results from a randomized experiment meets a very important quality
standard.

Chapter 3 (coauthored with Janne Tukiainen; see Meriläinen and
Tukiainen 2018 for the published version of the paper), Rank Effects in
Political Promotions, employs RDD in another electoral setting. Many
countries around the world use electoral systems with open or
semi-open lists in which a voter can or must express her preference for
a particular politician amongst the many candidates fielded by a party.
Therefore, the outcomes of such elections necessarily reflect voter
preferences for individual candidates. We study to what extent
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political parties account for voter preferences in the within-party
negotiations for political promotions to municipal board and
municipal council chairman positions in Finnish local governments.
This work finds its inspiration in Folke, Persson, and Rickne (2018)
who study the so-called primary effect—the effect of ranking first in
preferential votes on political nominations—in Swedish local politics.

We show that there is no primary effect on political promotions in
municipalities governed by single-party majorities. In other
municipalities, intra-party election winners are around 20 percentage
points more likely to be promoted to the position of municipal board
chairman which is the most important position in Finnish local
politics. The effect of ranking first appears to, by and large, be limited
to this position.2 Overall, vote ranks seem to have a role
complementary to other factors. Our descriptive analysis suggests that
parties may especially take the candidates’ policy positions and their
previous political experience into account in their promotion decisions.

Our findings shed some light on the determinants of political
promotions or nominations which political scientists have often
referred to as the "black box" or "secret garden" of politics. The results
are also important from the voters’ perspective: their votes matter, as
parties take individual candidates’ vote ranks into account in political
promotions at least to some extent.

Connection between Voters and Political Parties Chapters 4 and
5 provide novel perspectives on the extent and long-run evolution of
class-based voting and political development using historical data from
the United Kingdom. Before the establishment of the Secret Ballot Act
in 1872, voting in Parliamentary elections was public. The name of

2We do not find a statistically significant primary effect on promotions to council
chairman, the second-most important position in Finnish local politics. Furthermore,
we do not find any statistically significant evidence that the parties nominating both
board and council chairs would promote second-ranking candidates to council chairs
more often than third-ranking candidates. We also study the heterogeneity of the
primary effect. The primary effect depends on the extent of political competition, and
it varies by the ideological orientation of parties.
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each voter and how they voted was often recorded in poll books. In
addition, these poll books sometimes provided information, such as
electors’ addresses and occupations. We construct voter-level panel
data from a sample of nineteenth-century borough constituencies,
which provides a unique micro view of voting behavior.3

Chapter 4 (coauthored with Torun Dewan and Janne Tukiainen),
Victorian Voting: The Origins of Party Orientation and Class Alignment,
studies the emerging relationship between voters and political parties
in Victorian England. A central element in the political development of
a country is the connection between voters and those who represent
them. An important distinction is that between candidate-centered
systems and party-oriented ones. In the latter, voters are loyal to their
preferred party and cast their votes without any regard to the personal
characteristics, beliefs, or favors offered by candidates.4

Exploiting the poll book data, we provide new evidence on the
timing of the emergence of a party-oriented electorate in the United
Kingdom. Our results corroborate those in the seminal work by Cox
(1984, 1986, 1987) that are based on aggregate data and show that
cohesive parties with close links to the electorate preceded the major
late Victorian franchise reforms and coincided with a period during
which the executive took control of the prerogative. Our main and
novel contribution uses voter-level data to understand the driving
forces behind partisan alignment. We show that partisan alignment
was at least partially due to the changing behavior of the skilled
working classes, who had been enfranchised in 1832. This group
aligned with the then left Liberal Party. According to Duverger (1959),

3Much of what we know about the alignment of voters with parties in the developed
world comes from mass surveys of the electorate, developed and implemented in the
postwar period, or from aggregate electoral data. Misreporting in surveys could be
correlated with social class, not to mention that such data did not even exist in the
nineteenth century. The problem with aggregate data is the commonly understood
problem of ecological inference. We cannot be sure how aggregate patterns observed
in the data relate to individual-level behavior. The poll book data are ideal to avoid
such caveats.

4Fujiwara and Wantchekon (2013) show that party-oriented systems that are based on
parties with clear ideological programs can have positive welfare effects.
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one of the key factors that led to the emergence of party-oriented
systems in Europe was the emergence of organized mass parties on the
left which connected with working class voters on the basis of
ideology.

Chapter 5 (coauthored with Torun Dewan, Christopher Kam, and
Janne Tukiainen), Class, Social Mobility, and Voting: Evidence from
Historical Voting Records, studies the relationship between class and
social mobility, and voting behavior using the poll book data from
Victorian England. A central question in the literature on class-based
voting is whether people from the same class vote the same way
because they are socialized into a set of stable attitudes and opinions,
or because they share similar material interests. The poll book data
provide us with ideal data to explore this.

We find that a union of the landed gentry, farm workers,
non-skilled workers and white-collar workers did, on average, vote
more for the Conservatives. Petty bourgeoisie and skilled workers, on
the other hand, were more likely to cast their votes for Liberal
candidates. Most of these relationships hold when we look at the
relationship between social mobility and voting behavior. We view our
results as providing conclusive evidence of class voting that is related
to shared material interests. Our findings corroborate depictions in
earlier work by historians (Howe 1997; Cornford 1998).

Economic Consequences of Political Selection Why should we
care about who is in political power? The last two essays of this
dissertation ask what are the economic consequences of electing
politicians with certain characteristics. This is a foundational question
in political economy. It is a well-established fact that the identity of
decision-makers can influence policies (Osborne and Slivinski 1996;
Besley and Coate 1997). Empirical research has demonstrated that
political leaders’ characteristics such as their partisanship (Ferreira and
Gyourko 2009), gender (Chattopadhyay and Duflo 2004), or ethnic
background (Pande 2003) have an impact on a wide range of public
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policies. Chapters 6 and 7 focus on two novel aspects, namely
politicians’ occupational background and quality in representative
governments.

Chapter 6 (coauthored with Ari Hyytinen, Otto Toivanen, Tuukka
Saarimaa, and Janne Tukiainen; see Hyytinen et al. 2018b for the
published version of the paper), Public Employees as Politicians: Evidence
from Close Elections, studies how politicians with a public sector
background influence policy-making. The dual role of public sector
employees has raised the concern that when elected, they may be in a
better position to extract rents from holding the office than otherwise
similar politicians. Consistent with such concerns, countries often
impose constraints on the political involvement of public sector
employees.5 Yet there is surprisingly little evidence on whether public
sector employees would act differently from other politicians when
elected. Our work starts to fill this important gap in the literature by
providing causal evidence on how municipal employee representation
in a municipal council affects local public spending and the
mechanisms at work.

We show that electing one additional municipal employee to a
council as opposed to a candidate from the same party, but not
employed by the public sector, increases local public spending. The
effect varies by the type of municipal employee and the type of
spending: electing one more employee who works in health care leads
to a significant increase in health expenditures, but not in the other
municipal expenditures. Similarly, when a non-health care employee
gets elected, expenditures unrelated to health care increase. Moreover,
we find that the positive effect on local public spending arises in
particular in close elections that involve the largest party in the
municipality and in smaller councils. This evidence suggests that

5Public sector employees can possibly exert a disproportionate influence in politics due
to their information advantage over the other councilors on the true costs and benefits
of providing public services in their sector of employment (Niskanen 1971). This
disproportionate influence may compromise the political neutrality of public service
and also undermine the separation powers more generally (Braendle and Stutzer 2016).
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municipal employee councilors influence outcomes through intra-party
decision making (Laver and Shepsle 1990).

Chapter 7, Politician Quality, Ideology, and Fiscal Policy, is the main
and concluding chapter of this thesis. Candidate quality is a
fundamental determinant of voter choice (Stokes 1963), but it is
unclear whether the quality of individual politicians in a representative
government affects the quality of the government. Concerns regarding
a deteriorating sustainability of public finances and how to maintain
the provision of public goods and services have been prevalent in
different countries and at different levels of government. Chapter 7
asks if we can respond to these concerns by electing better politicians.
I utilize extensive administrative registry data on local politicians in
Finland to rigorously measure politician quality, and exploit an
exogenous variation generated by close electoral races that shift the
quality composition of local councils. Focusing on widely used
markers of politician quality, I show that electing more high-income,
incumbent, and competent politicians (defined as those who have a
higher income relative to others with similar observable characteristics;
see Besley et al. 2017) improves fiscal sustainability outcomes but does
not decrease the size of the public sector. Symmetrically, electing more
university-educated local councilors leads to an increase in public
spending without any adverse effects on fiscal sustainability.

The second part of Chapter 7 aims at reconciling why different
qualities have differential effects on the policy output. Politicians’
behavior in office is often guided by their ideology (Entman 1983;
Barrett and Cook 1991)—which is another important dimension of
voter choice (Downs 1957).6 I use unique survey data on the policy
positions of municipal election candidates and document associations
between politician quality and economic ideology that help me
understand the effects on policy outcomes. I show that local election
candidates with a university degree have a more left-wing ideology

6For example, more liberal economic ideology is typically associated with preferences
for a larger public sector. While economic stability is generally viewed as a desirable
goal, the fiscal sustainability measures that I study could also be influenced by ideology.
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than less educated candidates, whereas candidates with a higher
income are more fiscally conservative. Incumbents are ideologically
more extreme. On average, they are more right-wing than
non-incumbents, although the correlation between ideology and
incumbency varies substantially across parties. Incumbent candidates
from the left-wing parties take more liberal policy positions, and
incumbent candidates from the right-wing parties do the opposite. The
correlation between ideology and competence is very similar to that
between ideology and income.

Understanding the relationship between politician quality and
policy is important for the design of policies intended to attract able
policy makers in politics, although more research is needed before we
can draw any strong policy recommendations. The findings are by far
encouraging from the voters’ perspective. Who they elect in political
power matters. What is more, electing high-quality politicians on both
sides of the political spectrum can improve economic policies.

Final Remarks The chapters of this dissertation address a set of
intertwined questions: What are the political and economic
consequences for electoral outcomes? Why do political parties
nominate certain politicians to political power? What makes voters
cast their vote to a particular political party? By providing answers to
these questions, the research papers contained in this thesis do,
hopefully, give, valuable and interesting lessons to other researchers,
policy-makers, and citizens. Naturally, there is always room of further
research. The thesis also discusses some promising avenues for future
work.
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CHAPTER 2

When Does Regression
Discontinuity Design Work?

Evidence from Random
Election Outcomes

2.1 Introduction

A non-experimental empirical tool meets a very important quality
standard if it can reproduce the results from a randomized experiment
(LaLonde 1986; Fraker and Maynard 1987; Dehejia and Wahba 2002;
Smith and Todd 2005). In a regression discontinuity design (RDD),
individuals are assigned dichotomously to a treatment if they cross a
given cutoff of an observable and continuous forcing variable, whereas
those who fail to cross the cutoff form the control group

This chapter is coauthored with Ari Hyytinen, Tuukka Saarimaa, Otto Toivanen and
Janne Tukiainen, and it has been published in Quantitative Economics. The paper
is accompanied by an Online Appendix that is available at the journal website at
https://doi.org/10.3982/QE864. We thank anonymous referees, Manuel Bagues,
Christine Benesch, Jon Fiva, Dominik Hangartner, Kaisa Kotakorpi, Benoit Le Maux,
Yao Pan, Torsten Persson, Miikka Rokkanen, Riikka Savolainen and conference and
seminar participants at EPCS, EPSA, LSE, Rennes 1, Stockholm University, Warwick
and VATT for comments.
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(Thistlethwaite and Campbell 1960; Lee 2008; Imbens and Lemieux
2008). If the conditional expectation of the potential outcome is
continuous in the forcing variable at the cutoff, correctly
approximating the regression function above and below the cutoff and
comparing the values of the regression function for the treated and
control groups at the cutoff gives the average treatment effect at the
cutoff. We study whether RDD can, in practice, reproduce an
experimental estimate that we obtain by utilizing data from electoral
ties between two or more candidates in recent Finnish municipal
elections.1

The unique feature of our data is that ties were resolved via a lottery
and that the random assignment occurs right at the cutoff. This feature
means that if RDD works, it should produce an estimate that exactly
matches our experimental estimate. Unlike in the prior work comparing
RDD and an experiment, our experimental treatment effect is the same
as the one that RDD targets. The setup of both the experiment and RDD
refers to the same institutional context, to the same population of units,
and basically to the same estimand.2

To explore whether RDD reproduces the experimental estimate, we
utilize a data set that includes nearly 200, 000 candidates who run for a
seat in municipal councils in local Finnish elections every fourth year
during 1996-2012. The elections were organized in a shared
institutional environment and allow us to study whether there is a
personal incumbency advantage, i.e., extra electoral support that an
incumbent politician of a given party enjoys when she runs for

1Investigating the performance of RDD in an electoral setting seems particularly
important, as numerous applications of RDD have used close elections to estimate the
effects of electoral results on a variety of economic and political outcomes (see, e.g., Lee
et al. 2004; Ferreira and Gyourko 2009; Gerber and Hopkins 2011; Folke and Snyder
2012; De Magalhaes 2014). De la Cuesta and Imai (2016) and Skovron and Titiunik
(2015) are recent surveys of the close elections RDD analyses.

2Black et al. (2007) come close to our analysis, because their experiment targets a
population within a small bandwidth around the cutoff. However, as Black et al.
(2007, p. 107) point out, the experimental and non-experimental estimands are not
quite the same in their setup: "Except in a common effect world, [. . . ], the non-
experimental estimators converge to a different treatment effect parameter than does
the experimental estimator".
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re-election, relative to her being a non-incumbent candidate from the
same party and constituency (see, e.g., Erikson and Titiunik 2015). Our
experimental estimate of the personal incumbency advantage is
estimated from data on 1,351 candidates for whom the (previous)
electoral outcome was determined via random seat assignment due to
ties in vote counts.3 The experimental estimate provides no evidence
of a personal incumbency advantage; it is close to zero and quite
precisely estimated. As we will explain later, this null finding is neither
surprising nor in conflict with the prior evidence when interpreted in
the context of local proportional representation (PR) elections.

Since the seminal paper on RDD by Hahn et al. (2001),
non-parametric local linear regression has been widely used in applied
work to approximate the regression function near the cutoff. A key
decision in implementing local methods is the choice of a bandwidth,
which defines how close to the cutoff the estimation is implemented;
various methods have been proposed for selecting it (e.g., Ludwig and
Miller 2007; Imbens and Kalyanaram 2012; Calonico et al. 2014a;
Calonico, Cattaneo, and Farrell 2016). For example, a
mean-squared-error (MSE) optimal bandwidth trades off the bias due
to not getting the functional form completely right for wider
bandwidths with the increased variance of the estimate for narrower
bandwidths. We find that when RDD is applied to our elections data
and implemented in the conventional fashion using a local-polynomial
inference with MSE-optimal bandwidths, the estimates indicate a
statistically significant positive personal incumbency advantage. This

3The use of lotteries to solve electoral ties is not unique to Finland. For example,
some US state elections and many US local elections have used lottery-based rules
to break ties in elections (see, e.g., UPI 14.7.2014, The Atlantic 19.11.2012, and Stone
2011). Lotteries have been used to determine the winner in case of ties also in the
Philippines (Time 17.5.2013), in India (The Telegraph India 7.2.2014), in Norway as well as
in Canada and the UK (http://en.wikipedia.org/wiki/Coin_flipping#Politics).
We acknowledge that in some of these elections, ties are probably too rare for a
meaningful statistical analysis, but this nevertheless hints at the possibility of carrying
out similar comparisons in other countries. At least in countries where a similar open
list system is used at the local level, there should be enough ties to replicate our
analysis. For example, Chile and Colombia might be such countries.
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finding means that the conventional implementation, which still
appears to be the preferred approach by many practitioners, can lead
to misleading results.

The disparity between the experimental and RDD estimates
suggests that the implementation of RDD using a local-polynomial
inference with MSE-optimal bandwidths is deficient.4 Local methods
may produce biased estimates if the parametric specification is not a
good approximation of the true regression function within the
bandwidth (e.g., Imbens and Lemieux 2008).5 If the bias is relatively
large, the MSE-optimal bandwidth does not provide a reliable basis for
inference, as it then produces confidence intervals that have an
incorrect asymptotic coverage (Calonico et al. 2014a).

We find that when an ad hoc under-smoothing procedure of using
smaller (than MSE-optimal) bandwidths is used to reduce the bias
(see, e.g., Imbens and Lee 2008; Calonico, Cattaneo, and Farrell 2016),
the null hypothesis of no personal incumbency advantage is no longer
rejected. However, we cannot determine whether this is due to better
size properties or wider confidence intervals (inefficiency). More
importantly, we show that the bias-correction and robust inference
procedure of Calonico et al. (2014a) brings the RDD estimate(s) in line
with the experimental estimate, provided that one does not allow for
too large a bandwidth for bias estimation. This finding is important for
an applied RDD analysis, as this implementation of RDD corrects for
the bias in the confidence intervals and results in narrower confidence
intervals (implying more power than the ad hoc under-smoothing
procedures) that have faster vanishing coverage error rates (see also
Calonico, Cattaneo, and Farrell 2016). Given that we build on a
real-world experiment, we provide an independent verification of the
empirical performance of the Calonico et al. (2014a) procedure: We

4Another potential reason why the experimental estimate and the estimate that our
standard implementation of a close election RDD generates do not match is that the
conditional expectation of the potential outcome is not continuous at the cutoff. We find
no signs of this key RDD assumption being violated using covariate balance checks.

5In our case, curvature is clearly visible within the bandwidth optimized for the local
linear specification.
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find that the procedure is less sensitive to the choice of bandwidth
(than ad hoc under-smoothing) and works especially well when the
bandwidth used for bias estimation ("bias bandwidth") and the
bandwidth used to estimate the regression discontinuity effect ("RD
effect bandwidth") are set equal. These findings support the results of
Monte Carlo simulations and formal analyses reported in Calonico et
al. (2014a) and Calonico, Cattaneo, and Farrell (2016). Our evidence
complements these Monte Carlo results, as the experimental estimate
provides an alternative benchmark against which RDD can be
compared. Unlike the benchmark provided by the Monte Carlo
simulation, our approach (like LaLonde 1986) does not force the
econometrician to assume that the true data generating process is
known.

In line with the prior work, we also find that using richer local
polynomial specifications for a given bandwidth optimized for the
linear specification can eliminate the bias. However, when higher order
local polynomials are used and the bandwidths are accordingly
optimized, the bandwidths tend to become too large and the bias
typically remains. This implies that MSE-optimal bandwidths may be
problematic more generally. Consistent with this, the recent work of
Calonico, Cattaneo, and Farrell (2016) suggests that a particular
bandwidth adjustment ("shrinkage") is called for to achieve better
coverage error rates and more power when MSE-optimal bandwidths
are used.

Echoing Calonico et al. (2014a), we provide a word of caution to
practitioners, since the local (linear) regression with an MSE-optimal
bandwidth, which is often used in applied work, appears to lead to an
incorrect conclusion. Our results show that a careful implementation
of the bias-correction and robust inference procedure of Calonico et
al. (2014a) can meet the replication standard in the context of close
elections.

Previous work has compiled a good body of evidence on how valid
the RDD identification assumptions are in various contexts, including
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elections. However, this paper is, to our knowledge, the first to provide
direct evidence of the remaining fundamental question of how well the
various RDD estimation techniques perform, separate from the
questions of identification. That is, how well do these various
approaches work when the identification assumptions are met? Our
results demonstrate that the inferences in RDD can be sensitive to the
details of the implementation approach even when the sample size is
relatively large.

Our empirical analysis also bears on four other strands of the
literature. First, there is an emerging literature on within-study
comparisons of RDDs to experiments (Black et al. 2007; Cook and
Wong 2008; Cook et al. 2008; Green et al. 2009; Shadish et al. 2011;
Wing and Cook 2013) that explores how the performance of RDD
depends on the context in which it is used. A key limitation of all
these studies is that the experimental treatment effects are different
from the effect that RDD targets. Moreover, they do not use the most
recent RDD implementations.6 Thus, while insightful, it is unclear how
relevant these prior papers are for the currently ongoing RDD
development efforts. Second, it has been argued that in close elections,
the conditions for covariate balance (and local randomization) around
the cutoff do not necessarily hold, especially in post-World War II U.S.
House elections (Snyder 2005; Caughey and Sekhon 2011; and
Grimmer et al. 2011). Eggers et al. (2015) convincingly challenge this
conclusion (see also Erikson and Rader 2017).7 We contribute to this
ongoing debate by showing whether and when the close election RDD
is capable of replicating the experimental estimate. Third, we provide

6The current view of this literature is that RDD is able to reproduce—or at least to
approximate experimental results in most, but not in all, settings (see Cook et al. 2008
and Shadish et al. 2011). There is also a number of unpublished working papers on
this topic, but they suffer from the same limitations as the published ones.

7The criticism on the close election RDD builds on the argument that outright fraud,
legal and political manipulation and/or sorting of higher quality or better positioned
candidates may naturally characterize close elections. However, Eggers et al. (2015)
show that post-World War II U.S. House elections are a special case and that there is no
imbalance in any of the other elections covered bytheir dataset on 40,000 close political
races.
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evidence that the local randomization approach advocated by Cattaneo
et al. (2015) is also able to replicate the experimental estimate. Finally,
our findings add to the cumulating evidence on the limited personal
incumbency advantage in proportional representation (PR) systems
(see, e.g., Lundqvist 2013; Redmond and Regan 2015; Golden and Picci
2015; Dahlgaard 2016; Kotakorpi et al. 2017).

The rest of this paper is organized as follows: In Section 2, we
describe the institutional environment and our data. The experimental
and non-experimental results are reported and compared in Section 3.
We discuss the validity and robustness of our findings in Section 4.
Section 5 concludes the paper. A large number of additional analyses
are reported in an online appendix that supplements this paper.

2.2 Institutional Context and Data

2.2.1 Institutional Environment

Finland has a two-tier system of government, consisting of a central
government and a large number of municipalities at the local level.8

Finnish municipalities have extensive tasks and considerable fiscal
autonomy. In addition to the usual local public goods and services, the
municipalities are responsible for providing most of the social and
health care services and primary and secondary education.
Municipalities are therefore of considerable importance to the whole
economy.9

Municipalities are governed by municipality councils. The council is
by far the most important political actor in municipal decision making.
For example, mayors are public officials chosen by the councils and
can only exercise partial executive power. Moreover, municipal boards
(i.e., cabinets) have a preparatory role only. The party representation on

8In 1996, Finland had 436 municipalities and in 2012, 304.
9Municipalities employ around 20 percent of the total workforce. The most important
revenue sources of the Finnish municipalities are local income taxes, operating
revenues, such as fees, and funding from the central government.
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the boards follows the same proportional political distribution as the
representation in the council.

Municipal elections are held simultaneously in all municipalities.
All municipalities have one electoral district. The council size is
determined by a step function based on the municipal population. The
median council size is 27. The elections in our data were held on the
fourth Sunday of October in 1996, 2000, 2004, 2008 and 2012. The
four-year council term starts at the beginning of the following year.
The seat allocation is based on PR, using the open-list D’Hondt
election rule. There are three (1996-2008 elections) or four (2012
elections) major parties, which dominate the political landscape of
both the municipal and the national elections, as well as four other
parties that are active both locally and nationally. Moreover, some
purely local independent political groups exist. In the elections, each
voter casts a single vote for a single candidate. One cannot vote for a
party without specifying a candidate. In this setting, voters (as
opposed to parties) decide which candidates are eventually elected
from a given list, because the number of votes that a candidate gets
determines the candidate’s rank on her party’s list.

The total number of votes over the candidates of a given party list
determines the votes for each party. The parties’ votes determine how
many seats each party gets. The procedure is as follows: First, a
comparison index, which equals the total number of votes cast to a
party list divided by the order (number) of a candidate on the list, is
calculated for all candidates of all parties. The candidates are then
ranked according to the index and all those who rank higher than
(S + 1)th (S being the number of council seats) get a seat.

An important feature of this election system is that in many cases,
there is an exact tie in the number of votes at the margin where the last
available seat for a given party list is allocated. This means that within
a party, the rank of two or more candidates has to be randomly
decided. For example, it is possible that a party gets k seats in the
council and that the kth and (k + 1)th ranked candidates of the party
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receive exactly the same number of votes. For them, the comparison
index is the same. The applicable Finnish law dictates that in this case,
the winner of the marginal (kth) seat has to be decided using a
randomization device. Typically, the seat is literally allocated by
drawing a ticket (name) from a hat. The procedure appears to be very
simple: One of the (typically female) members of the municipal
election committee wears a blindfold and draws the ticket in the
presence of the entire committee.10 While we have neither run an
experiment nor implemented a randomized controlled trial, we can
use the outcomes from these lotteries to generate an experimental
treatment effect estimate for the effect of incumbency status on
electoral support.

It is also possible that two (or more) candidates from different
parties face a tie for a marginal seat. However, within party ties are
much more common in practice. Therefore, we do not analyze ties
between candidates from different parties. Besides resulting in a larger
sample in which the candidates had a tie, there are three additional
reasons to focus on the within party ties. First, using the within party
ties allows for a simpler implementation of RDD, as we do not have to
worry about discontinuities and possible party-level incumbency
effects that are related to party lines.11 Second, focusing on the within
party dimension allows a cleaner identification of the personal
incumbency effect, net of the party incumbency effect. Third, the use
of within party ties increases the comparability of our RDD analysis,
which uses multi-party PR elections data, with the prior studies that
use data from two-party (majoritarian) systems. This is the case since
within a party list, the Finnish elections follow the N-past-the-post
rule. In both cases, personal votes determine who gets elected.

10See, e.g., an article in one of the major Finnish tabloids, Iltasanomat, on 12.4.2011.
11See Folke (2014) for the complications that multi-party-systems generate and Snyder et

al. (2015) on issues with partisan imbalance in RDD studies.
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2.2.2 Data

Our data originate from several sources. The first source is election
data provided by the Ministry of Justice. These data consist of
candidate-level information on the candidates’ age, gender, party
affiliation, the number of votes they received, their election outcomes
(elected status) and the possible incumbency status. The election data
were linked to data from KEVA (formerly known as the Local
Government Pensions Institution) to identify municipal workers, and
to Statistics Finland’s data on the candidates’ education, occupation
and socio-economic status. We further added income data from the
Finnish tax authority. Finally, we matched the candidate-level data
with Statistics Finland’s data on municipal characteristics.12

We have data on 198121 candidates from elections held in years 1996,
2000, 2004, 2008 and 2012.13 Summary statistics (reported in Online
Appendix A) show that the elected candidates differ substantially from
those who are not elected: They have higher income and more often
a university degree and are less often unemployed. The difference is
particularly striking when we look at the incumbency status: 58% of
the elected candidates were incumbents, whereas only 6% of those who
were not elected were incumbents.

2.3 Main results

2.3.1 Experimental estimates

In this section, we estimate the magnitude of the personal incumbency
advantage using the data from the random election outcomes. We

12The candidate-level demographic and occupation data usually refer to the election year,
with the exception that occupation data from 1995 (2011) are matched to 1996 (2012)
elections data.

13Two further observations on the data are in order: First, to be careful, we omit all data
(about 150 candidates) from one election year (2004) in one municipality, because of a
mistake in the elected status of one candidate. The mistake is apparently due to one
elected candidate being disqualified later. Second, the data on the candidates running
in 2012 are only used to calculate the outcome variables.
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define this added electoral support as the treatment effect of getting
elected today on the probability of getting elected in the next election.
We measure the event of getting elected today by a binary indicator,
Yit, which takes the value of one if candidate i was elected in election
year t and is zero otherwise. Our main outcome is a binary variable,
Yi,t+1, which equals one if candidate i is elected in the next election
year t + 1 and is zero otherwise.

In elections between 1996 and 2008, 1,351 candidates had a tie within
their party lists for the last seat(s), i.e., at the margin which determines
whether or not the candidates get a seat.14 In these cases, a lottery was
used to determine who got elected. This implies that Yit was randomly
assigned in our lottery sample, i.e. among the candidates who had a
tie.

Covariate Balance Tests for the Lottery Sample Was the
randomization required by the law conducted correctly and fairly? To
address this question, we study whether candidates’ characteristics
balance between the treatment (randomly elected) and the control
group (randomly not elected) within the lottery sample. The results
are reported in Table 1. The differences are statistically insignificant
and small in magnitude. These findings support the view that Yit is
randomly determined in the lottery sample.15

Experimental Estimate for the Personal Incumbency Effect Is
there a personal incumbency effect? Before we can answer this
question, we have to point out that a subsequent electoral outcome is
observed for 820 out of the 1351 candidates who participated in the
lottery between 1996 and 2008, because they reran in a subsequent

14In addition, there were 202 ties in 2012. We do not include them in the lottery
sample, because we do not have any data on the subsequent election outcomes for
these candidates. When we include these ties in the balancing tests, the results do not
change. Notice also that a tie may involve more than two candidates and more than
one seat. For example, three candidates can tie for two seats.

15The candidates’ party affiliations and municipal characteristics should be balanced
by design, because we analyze lotteries within the party lists. The corresponding
balancing tests (reported in Online Appendix B) confirm this.
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election. We do not know what happened to those who decided not to
rerun. This attrition is a possible source of concern, because the
decision not to rerun may, for example, mirror the candidates’
expected performance. If it does, analyses based on the selected
sample, from which those who did not rerun are excluded, would not
provide as us with the correct treatment effect. Rerunning is an
(endogenous) outcome variable and we therefore cannot condition on
it, unless the treatment has no effect on the likelihood of rerunning.
Relying on such an assumption would neither be harmless nor
conservative.16 Our baseline results therefore refer to the entire lottery
sample. This means that we code our main outcome variable so that it
is equal to one if the candidate is elected in the next election, and is set
to zero if the candidate is not elected or does not rerun.

The fraction of candidates who get elected in election year t + 1
conditional on not winning the lottery in election year t is 0.325,
whereas the same fraction conditional on winning the lottery is 0.329.
The difference between the two fractions provides us with a first
experimental estimate of a personal incumbency advantage. It is small,
≈ 0.004. Because Yit is randomly assigned in the lottery sample, the
difference serves to estimate the average treatment effect (ATE). Note
that due to the way in which the lottery sample is constructed, this
ATE is estimated precisely at the cutoff point of political support
which determines whether or not a candidate gets elected. Therefore,
it is an ideal benchmark for the non-experimental RDD estimate,
because the sharp RDD targets exactly the same treatment effect.

To perform inference (and to provide a set of complementary
experimental estimates), we regress Yi,t+1 on Yit using OLS and the
sample of candidates who faced within-party ties. Table 2 reports the
point estimates and 95% confidence intervals that are robust to

16In the party-level analysis of Klašnja and Titiunik (2016), the dependent variable is a
binary variable equal to 1 if the party wins the election at t + 1, and is equal to zero if
the party either runs and loses at t + 1 or does not run at t + 1. Similar to ours, their
main analysis includes all observations (i.e., does not condition on whether a party
reruns). Klašnja and Titiunik (2016) also report an analysis conditioning on running
again in an appendix.
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heteroscedasticity and, separately, that allow for clustering at the
municipality level. In the leftmost column, Yi,t+1 is regressed on Yit

and a constant using OLS. The coefficient of Yit is 0.004, as expected.
The estimate is statistically insignificant: Both 95% confidence intervals
include zero. The estimate is insignificant also if a conventional
(non-robust, non-clustered) t-test is used: The p-value of the standard
t-test is 0.87. In the remaining columns we report the OLS results from
a set of specifications that include control variables and fixed effects.
Three main findings emerge. First, there is no evidence of a personal
incumbency advantage. The estimated effect is close to zero across
columns and the 95% confidence intervals always include zero.
Second, the coefficient of Yit is relatively stable across the columns and
is thus not correlated with the added controls or fixed effects. This
further supports the view that Yit is random. Third, the confidence
intervals are fairly narrow. For example, in specification (1), the effects
larger than 5.3 percentage points are outside the upper bound of the
clustered confidence interval. We can thus at least rule out many of the
(much) larger effects typically reported in the incumbency advantage
literature on majoritarian elections.

We have considered the robustness of the experimental estimate(s)
in various ways. First, 0.9% of the candidates run in another
municipality in the next election. For Table 2, they were coded as
rerunning. The results (not reported) are robust to coding them as not
re-running. Second, we have considered the vote share in the next
election as an alternative outcome. While more problematic, we follow
the same practice with this alternative outcome as above and set it to
zero if the candidate did not rerun in the next election. The results
(reported in Online Appendix B) show that Yit has no impact on the
vote share. Third, we have studied small and large elections separately
(see Online Appendix B). We still find no evidence of a personal
incumbency advantage. Finally, we get an experimental estimate close
to zero (for both the elected next election and the vote share in the next
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election outcomes) if we use a trimmed lottery sample that only
includes the rerunners (reported in Online Appendix B).

We have also checked that when the event of rerunning in the next
election is used as the dependent variable, the experimental estimate
is small and statistically not significant (see Online Appendix B). The
past winners are therefore not more (or less) likely to rerun, giving
credence to the view that the treatment effect on which we focus is a
valid estimate of the incumbency effect.

Discussion of the Experimental Estimate The personal
incumbency advantage refers to the added electoral support that an
incumbent politician of a given party enjoys when she runs for
re-election, relative to her being a non-incumbent candidate from the
same party and constituency.17 Such an advantage could stem from
various sources, such as having been able to serve the constituency
well, having enjoyed greater public visibility while holding the office,
improved candidate quality (through learning while in power),
reduced competitor quality (due to a "scare-off" effect; see Cox and
Katz 1996, Erikson and Titiunik 2015), and the desire of voters to
disproportionately support politicians with past electoral success
("winners"). The earlier (mostly U.S.) evidence suggests that the
existence of an incumbent advantage in two-party systems is largely
beyond question (see, e.g., Erikson and Titiunik 2015, and the
references therein). It is clear that the size of the advantage may
nevertheless vary and be context specific; see e.g. Desposato and
Petrocik (2003), Grimmer et al. (2011), Uppal (2009) and Klašnja and
Titiunik (2016), who find evidence of a party-level disadvantage in
systems characterized by weak parties.

17The party incumbency advantage, in turn, measures the electoral gain that a candidate
enjoys when she is from the incumbent party, independently of whether she is an
incumbent politician or not (Gelman and King 1990, Erikson and Titiunik 2015).
Following Lee (2008), most of the earlier RDD analyses refer to the party advantage
(e.g., Broockman 2009, Caughey and Sekhon 2011, Trounstine 2011; see also Fowler
and Hall 2014).
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In our view, the null finding of no personal incumbency advantage
is neither surprising nor in conflict with the prior evidence, for two
reasons: First, we are looking at the personal incumbency advantage in
the context of small local PR elections. It is possible that in this
context, the randomized political victories take place at a relatively
unimportant margin. For example, such a political win does not, per
se, typically lead to a visible position in media or a prominent position
in the wider political landscape. Perhaps being the last elected
candidate of a party in the Finnish municipal elections conveys limited
opportunities to serve one’s constituency or to improve one’s quality
as a candidate through learning-by-doing.18 What’s more, it is
certainly plausible that getting the last seat by a lottery or by only a
very small margin does not work to scare off good competitors in the
subsequent elections. Such a political victory provides the voters with
a limited opportunity to picture and support the candidate as a
political winner. Thus, it is not surprising if there is no personal
incumbency advantage at the margin that we study.

Second, it is important to recall that most of the recent RDD
evidence on the positive and large incumbency effects mirrors both a
party and a personal effect.19 In contrast, the random election
outcomes in our data allow recovering a treatment effect estimate for
the personal incumbency advantage that specifically excludes the
party effect, because it is estimated from within-party variation in the
incumbency status. If the party effect is positive, the effects we find are
likely to be lower than what has been reported in prior work.
Moreover, the existing studies that look at a personal incumbency
advantage in the PR systems of developed countries typically find only
modest or no incumbency effects (Lundqvist 2013; Golden and Picci
2015; Dahlgaard 2016; Kotakorpi et al. 2017).

18Similarly, being the first non-elected candidate of a party may convey some
opportunities to participate in the municipal decision making, e.g., by serving as a
deputy councilor or as a member in municipal committees.

19These two effects cannot typically be distinguished from each other unless parametric
assumptions are made (Erikson and Titiunik 2015).
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2.3.2 Non-Experimental Estimates

Implementing RDD for PR Elections Our forcing variable is
constructed as follows. We measure closeness within a party list in
order to focus on the same cutoff where the lotteries take place, and to
abstract from multi-party issues in constructing the forcing variable
and potential party effects in PR systems (see Folke 2014). To this end,
we calculate for each ordered party list the pivotal number of votes as
the average of the number of votes among the first non-elected
candidate(s) and the number of votes among the last elected
candidate(s). A candidate’s distance from getting elected is then the
number of votes she received minus the pivotal number of votes for
her list (party). We normalize this distance by dividing it by the
number of votes that the party list got in total and then multiplying it
by 100.20 This normalized distance is our forcing variable vit.21

Four observations about our forcing variable are in order: First, it
measures closeness within a party list in vote shares. Thus, it is in line
with the existing measures for majoritarian systems. As usual, all
candidates with vit > 0 get elected, whereas those with vit < 0 are not
elected. All those candidates for whom vit = 0 face a tie and get a seat
if they win in the lottery. Second, the histogram of the forcing variable
close to the cutoff (reported in Online Appendix C) shows that there
are observations close to the cutoff and thus that some, but not
extensive, extrapolation is being done in the estimation of the RDD
treatment effect. Third, the assumption of having a continuous forcing
variable is not at odds with our forcing variable. For example, among
the 100 closest observations to the cutoff, 92 observations obtain a
unique value of vit and there are 4 pairs for which the value is the
same within each pair. Finally, our normalized forcing variable and the

20This definition of the forcing variable means that all those party lists from which no
candidates or all candidates got elected are dropped out from the analysis. In total,
this means omitting about 6,000 candidate-election observations. This corresponds to
roughly 3% of the observations in the elections organized between 1996 and 2012.

21Dahlgaard (2016), Golden and Picci (2015), Lundqvist (2013) and Kotakorpi et al. (2017)
study quasi-randomization that takes place within parties in a PR system using an
approach similar to ours.
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(potential alternative) forcing variable based on the absolute number of
votes operate on a very different scale, but they are correlated (their
pairwise correlation is in our data 0.34, p-value < 0.001; see also
Online Appendix C).22 Moreover, as we discuss later in connection
with robustness tests, our RDD results are robust to using alternative
definitions of the forcing variable.

A special feature of a PR election system is that it is much harder
than in a two-party majoritarian system for a candidate or a party to
accurately predict the precise location of the cutoff that determines
who gets elected from a given party-list. The reason for this is that the
number of seats allocated to the party also depends on the election
outcome of the other parties. This makes it more likely that the forcing
variable cannot be perfectly manipulated.

The function of the forcing variable is estimated separately for both
sides of the cutoff. The choice of the bandwidth determines the
subsample near the cutoff to which the function of the forcing variable
is fitted and from which the treatment effect is effectively estimated
(Imbens and Lemieux 2008; Lee 2008; Lee and Lemieux 2010). For our
baseline RDD, we use a triangular kernel and the widely used
implementations of the (MSE-optimal) bandwidth selection of Imbens
and Kalyanaraman (2012, IK) and Calonico et al. (2014a, CCT).23 We
report results from a sharp RDD for the subsample of candidates that
excludes the randomized candidates, because a typical close election
RDD would not have such lotteries in the data.

22In large elections, it is more likely that small vote share differences are observed (rather
than small differences in the number of votes). The opposite holds for small elections.

23Two further points are worth mentioning here: First, the IK and CCT bandwidths
are two different implementations of the estimation of the MSE-optimal theoretical
bandwidth choice (i.e., the one that optimizes the asymptotic mean-squared-error
expansion). The older (2014) version of the Stata software package rdrobust (developed
by Calonico et al. 2014a and 2014b) offered the possibility of using these two bandwidth
selectors. In the upgraded version of the package, the IK and CCT bandwidth selectors
have been deprecated. The upgraded version now uses a third implementation of the
estimation of the MSE-optimal theoretical bandwidth choice (see Online Appendix E).
Second, we have also calculated the bandwidths proposed by Fan and Gijbels (1996)
and Ludwig and Miller (2007). As those were always broader than both the IK and
CCT bandwidths and are currently less often used in practice, we do not report them.
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RDD Estimations: Graphical Analysis We start by displaying the
relation between the forcing variable and the outcome variable close to
the cutoff in Figure 1.24 The graph suggests that there is a substantial
curvature in this relation. In Panel A, the width of the x-axis is one IK
bandwidth of the local linear specification on both sides of the cutoff.
The fits are those of local linear (on the left), quadratic (in the middle)
and cubic (on the right) regressions. The figure on the left clearly shows
that that there is a curvature in the data near the cutoff, making the
linear approximation inaccurate. This finding is not due to using the
linear probability model, as Logit and Probit models generate similar
insights (not reported). The quadratic local polynomial in the middle
seems to capture the curvature quite well. This finding suggests that a
polynomial specification of order two might be flexible enough for the
bandwidth that has been optimized for a polynomial of order one.

The same observation can be made from Panels B and C of Figure
1, where the bandwidths are optimal for the quadratic (Panel B) and
cubic (Panel C) specifications. Like in Panel A, the graphs on the left-
hand side of these panels display the fits that are based on the same
order of the local polynomial specification, p, for which the optimal
bandwidth is calculated. In the middle graph, the fit uses a p + 1 local
polynomial, but the bandwidth is the same as on the left-hand side.
In the graphs on the right-hand side, the displayed fits are based on
a p + 2 local polynomial. The approximation is better especially near
the cutoff when the richer p + 1 polynomial is used. Moreover, the
experimental estimate indicates that there should not be a jump at the
cutoff. The graphs on the left are therefore consistent with a poor local
approximation, because a jump can be detected there. The jumps are

24The figure has been produced by the rdplot command for Stata that approximates the
underlying unknown regression functions without imposing smoothness (Calonico et
al. 2015). The key contribution in Calonico et al. (2015) is to provide a data driven
approach for choosing the bin widths which allow bin sizes to vary, instead of using
ad hoc bins of equal sizes. In Online Appendix C, we provide an alternative version of
Figure 1 with a richer illustration of the raw data.
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nearly invisible or completely non-existent in the graphs displayed in
the middle (p + 1) or on the right (p + 2).25

RDD Estimations: Baseline Results Table 3 reports our baseline
RDD estimation results. In each panel of the table, we report the
conventional RDD point estimates and the 95% confidence intervals
that are robust to heteroscedasticity and, separately, that allow for
clustering at the municipality level.26 The panels differ in how the
bandwidths and local polynomials are used.

In Panel A of Table 3, the bandwidth is optimally selected for the
local linear specification using either the IK or CCT implementation of
the bandwidth selection. For these bandwidth choices, the panel
reports the local linear (specifications (1)-(2)), quadratic (specifications
(3)-(4)) and cubic (specifications (5)-(6)) RDD estimates of the personal
incumbency advantage. As shown by specifications (1)-(2), both local
linear RDD specifications with bandwidths that are optimally chosen
for the linear specification indicate a positive and statistically
significant incumbency advantage. The local linear RDD with an
optimal bandwidth is thus not able to replicate the experimental
estimate. This is likely to happen when the regression function has a
curvature within the optimal bandwidth that the linear approximation
cannot capture. The next specifications (specifications (3)-(6)) in the
panel show that the curvature of the regression function indeed
matters. Using the richer quadratic and cubic local polynomials aligns
the RDD estimates with the experimental results for the bandwidths

25We checked that a polynomial specification p + 1 is flexible enough for a bandwidth
optimized for p from p = 0 to p = 5 in our case. We have also checked that these
findings are not specific to the way in which we define the forcing variable. The same
patterns can also be observed if we use the absolute number of votes as the forcing
variable (reported in Online Appendix C).

26We report the confidence intervals that are robust to heteroscedasticity only (i.e.,
that do not allow for clustering), because the bandwidth selection techniques are not
optimized for clustered inference. On the other hand, clustering is common among
applied researchers. Therefore, we also report cluster-robust confidence intervals (but
acknowledge that the choice of the clustering unit is hard to justify). See Bartalotti and
Brummet (2016) for a recent analysis of cluster-based inference in the context of RDD.
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that are MSE-optimal, as determined by IK and CCT implementations
of the MSE-optimal bandwidth for the linear specification.27

These findings are consistent with the view that when the
MSE-optimal bandwidths are used in the local polynomial regression,
there is a risk of over-rejection because the distributional
approximation of the estimator is poor (Calonico et al. 2014a). What is
also in line with the recent econometric work is that holding the order
of the polynomial constant, smaller bandwidths align our RDD results
with the experimental benchmark (see Calonico et al. 2014a for a
discussion of under-smoothing).28 Moreover, we find that holding the
bandwidth constant, richer polynomials also align our RDD results
with the experimental benchmark.29

Even though a typical applied researcher does not have access to an
experimental estimate and hence cannot benchmark her RDD estimate
to the experimental one, it is of interest to ask whether the
experimental estimate (Table 2, specification (1)) is statistically
different from the non-experimental estimates that the local linear
RDD with optimal bandwidths produce (Table 3, specifications (1)-(2)).
The reason is that an alternative interpretation for our findings is that
our experimental estimate is imprecise and, in fact, consistent with a
small and positive incumbency effect. The experimental estimate
(0.004) is 88.6% smaller than the RDD estimate (0.039) produced by the
local linear RDD with the IK bandwidth, but we cannot reject the null
hypothesis that the two estimates are equal (p-value with clustering =

27The IK and CCT bandwidths are quite close to each other and they give similar results.
For example, the IK bandwidth corresponds to 0.54% of the total votes of a list (that is
5.4 votes out of 1,000). This typically translates into a small number of votes. However,
the bandwidths are not that small when compared to the vote shares that the candidates
at the cutoff get (6.5% vote share, see Table 1). We here only use the CCT bandwidth
selection criteria, but not yet the bias-correction or the robust inference method that
Calonico et al. (2014a) also propose, i.e., CCT-correction.

28Obviously, in some other applications, especially if there are less data available, the
bias-variance trade-off could result in larger bandwidths being the preferred approach.

29Card et al. (2014) propose selecting the order of the local polynomial by minimizing
the asymptotic MSE. We have used polynomials of orders 0-5 with the IK bandwidths
optimized separately for each polynomial specification. We failed to reproduce the
experimental estimate using this procedure.
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0.23). However, the difference is statistically significant at the 10% level
when the RDD estimate based on the CCT bandwidth is used (p-value
with clustering = 0.08).30 It is important to stress that this comparison
is not what a typical applied researcher using RDD absent the
experiment could do.

The graphical evidence in Figure 1 suggested that the difference in
the estimates is due to the conventional RDD implementation not
being able to capture the curvature of the regression function rather
than just due to statistical uncertainty. To analyze this further, Figure 2
displays RDD estimates for a large number of bandwidths using the
three local polynomial regressions. The vertical bars indicate the
location of the optimal bandwidth, which varies with the order of the
polynomial. The figure provides us with two main findings. First, the
bias relative to the experimental benchmark estimate of 0.004 seems to
be almost monotonic in the size of the bandwidth. The approximation
gets worse, as more and more data are included in the RDD sample.
Even in the absence of the experimental estimate, this finding suggests
that there is a need to go beyond a local linear polynomial (or to use a
bias-correction; see below). This further illustrates the importance of
taking the curvature of the regression function into account. Second,
when bandwidths narrower than the optimal ones are used, RDD no
longer rejects the null hypothesis of no personal incumbency
advantage. The null hypothesis is not rejected for the narrower
bandwidths both because the point estimate gets smaller and because
the confidence intervals get wider.

Bias-Corrected RDD Estimations Calonico et al. (2014a) have
recently proposed a procedure for bias-correction and a robust
inference when implementing RDD. The procedure separates point
estimation from inference and its goal is to provide a valid inference.31

30The inference is similar without clustering.
31The procedure does not improve the point estimation: The conventional RDD point

estimator is consistent and MSE optimal. The bias-corrected point estimator is
consistent, but not MSE optimal.
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The procedure corrects for a bias in the distributional approximation
by re-centering and re-scaling the conventional t-statistic when
calculating the robust confidence intervals. In what follows, we call
this procedure "CCT-correction". To evaluate how the procedure
works, we report a number of RDD estimates using the CCT-correction
in Table 4. In this method, a pth order local polynomial is used to
estimate the main RD effect whereas a (p+1)th order local polynomial
is used to estimate the (potential) bias. Table 4 consists of three panels.
We report in each panel the bias-corrected estimates in order to see
how they change relative to the conventional point estimates, reported
earlier in Table 3, as well as the non-clustered and clustered 95%
confidence intervals.

In Panel A, we use bandwidths optimized for the linear
specification, but report the estimates from linear, quadratic and cubic
local polynomial specifications. For this panel we choose the bias
bandwidth (used to estimate the bias) either by the data-driven
method suggested by Calonico et al. (2014a; using the default option
in the pre-2016 rdrobust Stata-package; see Calonico et al. 2014b) or by
using the IK implementation. When the bias bandwidth is chosen by
the data-driven method of Calonico et al. (2014a), the RD effect
bandwidth is determined to be MSE-optimal, based on the CCT
implementation. When the bias bandwidth is chosen by the IK
implementation, so is the RD effect bandwidth. The results of this
panel show that the CCT-correction is able to meet the replication
standard, in the sense that when the CCT-corrected estimates and
standard errors are used, we do not, in general, reject the null
hypothesis of no effect. The important exception to this result is the
data-driven bias bandwidth calculation suggested by Calonico et al.
(2014a). It apparently leads to too wide bias bandwidths. When the
bias and RD effect bandwidths are chosen by the IK implementation,
the bandwidths are narrower. In this case, the CCT-correction meets
the replication standard, irrespectively of which local polynomial
specification is used.



44 WHEN DOES RDD WORK?

In Panel B, we again report the estimates from linear, quadratic and
cubic local polynomial specifications, but choose the bandwidths
differently. We optimize the RD effect bandwidths for the linear
specification using the CCT and IK implementations. We then impose
the bias bandwidth to be the same as the RD effect bandwidth. This is
in line with the recent recommendation of Calonico, Cattaneo, and
Farrell (2016) who argue that this is a natural choice with good
(numerical) properties. From the perspective of the point estimate, a
CCT-correction with the same bias and an RD effect bandwidth
amount to using the conventional local polynomial approach, but with
the twist that the main effect is estimated using a one order higher
polynomial specification (p + 1) than the specification for which the
bandwidth is selected (p); see also Calonico et al. (2014a). It follows
that the point estimate (but not the confidence interval) is the same in
columns (4) and (5) of Table 3 as it is in columns (7) and (8) of Panel B
of Table 4. The results of this panel show that when implemented in
this way, the CCT-correction is able to meet the replication standard.

In Panel C, we use the bandwidths optimized for the quadratic and
cubic local specifications. They are chosen as in Panel A. We again
find that the CCT-correction is able to meet the replication standard,
provided that the bias and RD effect bandwidths are chosen by the IK
implementation. The data-driven method suggested by Calonico et al.
(2014a) again seems to lead to a too large bias bandwidth.

To explore how the bias-corrected and robust estimates vary with
different bandwidths and how the two bandwidth choices interact, we
display in Figure 3 the bias-corrected RDD estimates and their robust
95% confidence intervals for a fixed bias bandwidth, but for different
RD effect bandwidths. For this figure, we use the IK implementation to
determine the bias bandwidth, because it seemed to lead to narrower
bandwidths and worked well. The figure shows that when fixing the
bias bandwidth to be IK optimal, the estimated effect is quite robust to
the choice of the RD effect bandwidth and most of the time not
significantly different from zero.
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In Figure 4, we allow both bandwidths to vary and report the
corresponding CCT-corrected estimates and their robust confidence
intervals. While the results for the linear local polynomial somewhat
resemble those we reported earlier (Figure 2) for the conventional
RDD, there is nevertheless a difference: The figure shows that when
the CCT-correction is used and the RD effect bandwidth is chosen to
be IK optimal or smaller, the null hypothesis of no effect is not rejected
in any of the specifications. In line with this, Calonico, Cattaneo, and
Farrell (2016) argue that a bandwidth adjustment ("shrinkage") is
called for to achieve better coverage error rates when MSE-optimal
bandwidths are used.

Furthermore, following the recommendation of Calonico, Cattaneo,
and Farrell (2016), we set both bandwidths equal and report the
corresponding CCT-corrected estimates and their robust confidence
intervals in Figure 5. When the CCT-correction is used and the RD
effect bandwidth is chosen to be IK optimal or smaller and equal to the
bias bandwidth, the null hypothesis of no effect is not rejected. This
shows that the CCT-correction is less sensitive to the choice of
bandwidth (than ad hoc under-smoothing) and works especially well
when the bias and RD effect bandwidths are set equal.

In sum, the above findings support the results of Monte Carlo
simulations and formal analyses reported in Calonico et al. (2014a)
and Calonico, Cattaneo, and Farrell (2016). The above analyses, and
especially Figure 5, also support the idea that the CCT bandwidths
should be adjusted by a shrinkage factor, as proposed by Calonico,
Cattaneo, and Farrell (2016). Unlike ad hoc under-smooting, the
adjustment improves the coverage error rates of the MSE-optimal
bandwidths. For our sample size, the proposed adjustment factors are
0.55, 0.51 and 0.51 for the linear, quadratic and cubic specification,
respectively. As can be seen from Figure 5, applying the shrinkage
factors moves the CCT bandwidth closer to the IK bandwidth and
reproduces the experimental result of not rejecting the null hypothesis
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of no effect. Had the adjustment not been done, the result would have
been different.32

We believe that the above results are useful and of interest to applied
econometricians, because most of the existing published and on-going
work applying RDD uses the same implementations of the MSE-optimal
bandwidth and bias-correction approach as we have so far done. We
analyze some more recent developments briefly in a robustness test
reported in the next section.

2.4 Discussion and Robustness

2.4.1 RDD Falsification and Smoothness Tests

The standard pattern of validity tests for the RDD includes the
McCrary (2008) manipulation test, covariate balance tests, which are an
indirect test of the smoothness assumption, and placebo tests, where
the location of the cutoff is artificially redefined. We do not report the
results of the validity tests in detail here. It suffices to note the
following (see Online Appendix D for details).

First, there is no jump in the amount of observations at the cutoff of
getting elected. Second, when testing for covariate balance, we allow
for the possibility that the covariates have slopes (or even a curvature)
near the cutoff (e.g., Snyder et al. 2015 and Eggers et al. 2015) and
estimate local polynomial specifications. We calculate the optimal
bandwidths (and half the optimal ones) for different polynomials to
address potential slope and curvature issues. We do this separately for
each covariate. The covariate balance tests produce somewhat mixed
evidence, but overall they suggest that RDD ought to work well in our
application. This finding is somewhat in contrast to those of Caughey
and Sekhon (2011), who mention the possibility that purposeful
sorting by the candidates may invalidate the use of RDD also in the

32To keep the graphs comparable, we have not drawn the vertical line for the unadjusted
CCT-bandwidth of the cubic specification (on the right). The bandwidth is 3.98, leading
to a point estimate of 0.035 (with 95% CI of [0.009, 0.060] with and without clustering
at the municipality level).
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closest races. We find some evidence that there are fewer rejections of
covariate balance when more flexible local polynomial specifications
(or under-smoothing) are used.

Finally, the placebo cutoff tests provide signals that cast some
doubt on the appropriateness of standard local linear (and polynomial)
RDD specifications with the MSE-optimal bandwidths in our context.
Moreover, the placebo tests do not suggest that under-smoothing
procedures and the use of a higher degree of local polynomials
without adjusting the bandwidth accordingly would not work. This
finding echoes the conclusion that when these bias-correction tools are
used, RDD is able to reproduce the experimental estimate. In sum, this
shows that the placebo cutoff tests can be useful in detecting too
inflexible specifications.

2.4.2 Robustness of RDD Estimates

We have conducted a large number of auxiliary analyses and tests to
probe the robustness of our RDD findings. Taking each of them in turn
(see Online Appendix E for details):

First, RDD is sometimes implemented using higher order global
polynomials of the forcing variable. We have redone the RDD analysis
using such parametric RDDs, using five different polynomials (1st-5th
degree). These parametric RDDs generate positive and statistically
significant incumbency effects that are roughly similar in magnitude to
those reported in Lee (2008). Consistent with what Gelman and
Imbens (2014) argue, we find that this approach to implementing RDD
provides misleading findings. The bias here is an order of magnitude
larger than the one in the local polynomial specifications.

Second, we have considered the vote share in the subsequent
elections as an alternative measure of incumbency advantage. As we
reported earlier, the experimental estimate suggests no incumbency
advantage also when this alternative measure is used. The pattern of
RDD estimates is similar to one observed for the main outcome, but
none of the reported specifications are significant.
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Third, ties appear somewhat more often in elections in the smaller
municipalities. As we reported earlier, the experimental estimate is
quite precisely estimated and close to zero both in small and large
elections. However, our normalized forcing variable can get values
really close to zero only when parties get a large amount of votes,
which tends to happen in the elections in the larger municipalities. To
check what this implies for our RDD findings, we have rerun parts of
the RDD analysis separately for small and large municipalities. These
estimations show that for both the larger and smaller municipalities,
the bias increases with the bandwidth and decreases as the degree of
local polynomial increases. It thus seems that our conclusions are not
driven by the size of the municipalities.

Fourth, another potential explanation for why the local linear RDD
point estimates increase is heterogeneity in the personal incumbency
effect across municipalities (and party-lists).33 To explore how much
this kind of heterogeneity matters, we have repeated the RDD analysis
using only those party-lists that were involved in the lotteries. In this
case, increasing the bandwidth adds new candidates from the same
lists, but does not add new lists or municipalities. Our main results
remain unchanged. This analysis is also important because it
guarantees that the same set of within-party cutoffs is used both in the
experimental sample and the RD sample.

Fifth, we have rerun the RDD estimations using alternative
definitions for the forcing variable. The results show that our RDD
findings are not driven by the choice of the forcing variable. For
example, we get very similar results if the forcing variable is either the
vote margin that is calculated in terms of the number of votes or vote
shares.

Sixth, we have studied whether there is heterogeneity in the effect
between parties. We found no evidence for substantial heterogeneity in
the personal incumbency advantage between parties.

33Changing the bandwidth used for the estimation does not change the parameter that
is being identified. When the width of the bandwidth is changed, the accuracy of the
approximation used to estimate the parameter changes.
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Seventh, we have already mentioned that the experimental estimate
does not change if those who do not rerun are excluded from the lottery
sample. We have replicated our baseline RDD analysis using the sample
from which those who do not rerun are similarly excluded. Our results
remain unchanged.

Finally, we want to acknowledge that a major upgrade of rdrobust
software is now available (Calonico et al. 2016). The updated version
introduces a new implementation of the MSE-optimal bandwidth
choice, replacing the IK and CCT implementations. The new
implementation of the MSE-optimal bandwidth estimates the same
asymptotic quantity as the CCT and IK implementations. The updated
software allows for clustering when calculating standard errors and
bandwidths. We have re-estimated the most relevant specifications of
the previous sections using the new implementation of the
MSE-optimal bandwidth with and without clustering at the
municipality level. The results largely echo our earlier findings (Online
Appendix E). In particular, because the new implementation of the
MSE-optimal bandwidth is similar to the CCT implementation, the
results look alike.34

2.4.3 When is RDD as Good as Random?

One reason for the popularity of RDD is that close to the cutoff,
variation in the treatment status may be as good as random, provided
that the forcing variable cannot be precisely manipulated (Lee 2008, p.
676). RDD is widely believed to meet the replication standard because
of this feature. While somewhat distinct from our previous analysis,
this naturally leads to the question of whether we can identify a
neighborhood around the cutoff where the randomization assumption
is plausible (Cattaneo et al. 2015). To answer this question, we explore

34Moreover, the update introduces the so-called coverage-error-rate-optimal (CER-
optimal) bandwidth, which is a bandwidth choice based on a higher-order Edgeworth
expansion (Calonico et al. 2016). This bandwidth optimizes coverage error but does
not necessarily have desirable properties for point estimation. The results based on the
CER-optimal bandwidth also echo our earlier findings (Online Appendix E).
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the largest bandwidth in which the as-good-as-random assumption
holds and then compare the sample means of the outcome variable
across the cutoff.35 We find that (see Online Appendix F), with some
caveats, we can reproduce the experimental estimate using the
approach proposed by Cattaneo et al. (2015).

2.5 Conclusions

We have made use of elections data in which the electoral outcome
was determined via a random seat assignment for a large number of
candidates because of a tie in their vote count. These instances provide
us with a randomized experiment against which we have
benchmarked non-experimental RDD estimates of the personal
incumbency advantage. To our knowledge, the experiment is unique
in the literature, because it takes place exactly at the cutoff. This means
that both the experiment and the RDD target the same treatment
effect.36

We find no evidence of a personal incumbency advantage when the
data from the randomized elections are used. The point estimate of the
incumbency advantage is close to zero and relatively precisely
estimated. We argue that this finding is neither surprising nor in

35As Cattaneo et al. (2014), Cattaneo et al. (2016b), de la Cuesta and Imai (2016) and
Skovron and Titiunik (2015) have emphasized, the (local) randomization assumption
differs from the usual assumption of no discontinuity in the conditional expectation
function of the potential outcome. This randomization feature of RDD may be the
reason why RDD has been used as a benchmark against which other non-experimental
estimators have been compared (see, e.g., Lemieux and Milligan 2008). We know that
in a sample that only includes the lotteries (i.e., when the neighborhood is degenerate
at the cutoff), the randomization assumption is satisfied in our data. The subsample
that we use to explore the plausibility of the randomization assumption excludes the
randomized candidates.

36To be precise, this statement would be true if the cutoff were the same for all
observations. In our application, there are multiple cutoffs that are all normalized
to zero. As Cattaneo et al. (2016) explain, the pooled RDD estimand over multiple
cutoffs depends on two things. First, it depends on the density of observations at
the individual cutoffs. Second, the estimand is a function of the probability of each
observation facing a given cutoff value. In our robustness tests, we restrict the sample
so that the cutoff is the same for all observations in the estimation. Our main findings
are robust in this regard.
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conflict with the prior evidence, because we are looking at the effect of
incumbency status on electoral success at in rather special context, in
small local PR elections. It is possible that the randomized electoral
victories as well as the close elections that we study take place at a
relatively unimportant margin, providing limited scope for the
emergence and creation of a personal incumbency advantage.

Our two main RDD findings are the following: First, when RDD is
applied in a conventional fashion (i.e., using a local linear regression
with MSE-optimal bandwidths) to the same close elections, the
estimates suggest a moderate and statistically significant personal
incumbency effect. Second, the recent bias correction and robust
inference method of Calonico et al. (2014a) is able to recover the
experimental benchmark, provided that not too wide bias bandwidths
are used. We find that the procedure is less sensitive to the choice of
bandwidth (than ad hoc under-smoothing) and works especially well
when the bias and RD effect bandwidths are set equal. These results
are important, because compared to the often-used alternative
approach of under-smoothing, the method of Calonico et al. (2014a) is
more efficient and has faster vanishing coverage error rates. Our
findings corroborate the findings of the simulation and formal
analyses of Calonico et al. (2014a) and Calonico, Cattaneo, and Farrell
(2016), which demonstrate that the method of Calonico et al. (2014a)
ought to work better than the conventional ad hoc adjustments.

These findings lead to two key conclusions. First, RDD can indeed
meet the replication standard in the context of close elections. Second,
and more interestingly, the results may be sensitive to the details of
implementation even when the researcher has a relatively large
number of observations. The recently proposed implementation
approaches work better than the older ones.
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CHAPTER 3

Rank Effects in Political
Promotions

3.1 Introduction

How do political parties select the people who get promoted to
leading political positions? The answer is not that obvious and
political scientists have been referring to political promotions as the
"black box" or "secret garden" of politics (Gallagher and Marsh 1988;
Field and Siavelis 2008; Hazan and Rahat 2010). Promotions to cabinet
or party leadership positions, for example, frequently considered to be
internal matters, and parties may even be reluctant to reveal any
details to outsiders.

Many countries around the world use electoral systems with open
or semi-open lists in which a voter can or must express her preference
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for a particular politician amongst the many candidates fielded by a
party. Therefore, the outcomes of such elections do necessarily reflect
voter preferences for individual candidates. This paper studies the
extent to which political parties account for voter preferences in the
within-party negotiations for political promotions to the municipal
board and municipal council chairman positions in Finnish local
governments.1 We analyze the causal effect of intra-party vote ranks
on political promotions, and also describe those promotions more
broadly. Understanding the links between election outcomes and
political promotions is crucial in understanding accountability, how
well voter preferences are reflected in actual policies, and how
electoral institutions interact with the selection of political leaders
when no official rules dictate who becomes a political leader.

Our paper provides several extensions to the literature on rank
effects in politics (Crisp et al. 2013; Anagol and Fujiwara 2016; Folke et
al. 2016; André et al. 2017). We also contribute to the literatures on
political selection and the design of electoral systems more generally.
First, it is interesting to compare both causal (Folke et al. 2016) and
descriptive (Dal Bó et al. 2017) evidence on political promotions in
Sweden to our results from Finland, as those countries are otherwise
very similar, but differ in electoral systems, with Sweden having a
semi-open and Finland a pure open list system.2 While the effects of
various electoral systems on political behavior have interested political
scientists for a long time (Duverger 1954; Grofman and Lijphart 1986;
Sartori 1994), comparative evidence on the determinants of political
promotions is scarce.

We show that the primary effect – i.e., the effect of ranking first in
preferential votes on the likelihood of political promotions (Folke et al.

1Throughout the text, we will refer to the nominations to chairman positions simply as
"political promotions".

2A semi-open list is otherwise like a closed list, but voters can affect the ranking by
voluntary preferential votes, which jump the candidate to the top of the list if they
account for a large enough share of party votes. In a semi-open list, the final ranking
is a combination of party and voter choices, whereas in an open-list, the final ranking
is solely decided by the voters.
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2016) – is not present in municipalities that are governed by
single-party majorities. In other municipalities, (intra-party) election
winners are around 20 percentage points more likely to be promoted
to the position of municipal board chairman which is the most
important position in Finnish local politics.3 It is interesting to observe
that parties take individual candidates’ vote ranks (rather than vote
shares) into account in political promotions. Because our causal
findings are based on a regression discontinuity design comparing
close winners and close runners-up (Lee and Lemieux 2010), the
results imply that in many cases, an arbitrary distinction between the
candidates may be decisive.

Second, we document three additional novel findings. The effect of
ranking first appears to be limited by and large to the highest position
of board chairman, as we do not find a statistically significant primary
effect on promotions to council chairman, the second-most important
position in Finnish local politics. Furthermore, we do not find any
statistically significant evidence that the parties nominating both board
and council chairs would promote second-ranking candidates to
council chairs more often than third-ranking candidates. However, the
estimates appear to be positive, economically significant and robust in
magnitude across different specifications. Moreover, we find some
weak evidence of lower ranks mattering for promotions to council
chairmanship.

Third, besides the rank and leadership positions in question, the
former may depend on other factors. We find that the primary effect is
smaller when the internal party competition is stronger. The results
regarding the role of external competition are mixed, although most of
the evidence supports the argument that the rank effects are larger
when the competition between parties is weaker. We also argue that
differences in candidate and leadership selection across the political
spectrum might influence the primary effect (Duverger 1954; Janda

3The magnitude of the effect is similar to the Swedish findings, although Folke et al.
(2016) do not document any similar heterogeneity in the effects.
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and King 1985; Lisi et al. 2015). Accordingly, we find evidence of rank
effects for the rightwing parties, but not for the leftwing parties. This
result is supported by evidence from interviews with Finnish party
officials. Therefore, party-specific democratic or cultural norms may
explain the presence of such effects.

While we do find evidence of the rank effects, the big picture is that
ranks seem to have roles complementary to other factors, as the effects
are present only in some subsamples. Our descriptive analysis
suggests that parties may especially take the candidates’ policy
positions and their previous political experience into account in their
promotion decisions. The latter finding is consistent with the
interviews, although the interviewees did not mention policy positions
as important determinants of promotions.

3.2 Literature Review

Our study is related to several literatures. First, rank-based norms or
decision rules have been analyzed in various contexts. Some examples
documenting such phenomena include Pope (2009), who shows that
hospitals that improve their ranking attract more patients in the future,
and Hartzmark (2015), who studies rank effects in investors’ asset
trading behavior.

Second, research has shown that rank-based behavior is likewise
present in the political arena. Anagol and Fujiwara (2016) exploit
regression discontinuity designs in Brazilian, Indian and Canadian
first-past-the-post elections, documenting that second-place candidates
are substantially more likely to win in subsequent elections than close
third-place candidates. More closely related to our work on how
parties make decisions are recent studies by Crisp et al. (2013) and
André et al. (2017), who report correlational evidence from Belgium,
the Czech Republic and Slovakia, indicating that in the case of
semi-open lists, parties reward vote-earning candidates with better
future pre-election list positions. What is most important, Folke et al.
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(2016) show a causal link between winning the preferential vote and
becoming a party leader in Swedish municipalities with semi-open list
systems. They label this effect as the "primary effect" with the idea that
local elections serve the role of primary elections in subsequent
intra-party negotiations.

Third, the principles governing intra-party decisions on political
promotions and nominations have also been the subject of qualitative
research. Of particular interest is the Political Party Database Project, a
recent major survey of party organizations in parliamentary and
semi-presidential democracies (Poguntke et al. 2016). However, the
project focuses on national parties and politics and, thus, does not
shed any light on how local parties behave.

Fourth, our paper also aims at deepening the understanding of
how political parties with different ideologies vary in terms of the
selection rules they use. Such differences can be found in the form of,
for example, gender quotas for candidates (Caul 2001), or different
appointment and voting systems (Rahat and Hazan 2001). Among
earlier works, Duverger (1954) and Janda and King (1985), for instance,
have argued that leftwing parties are more likely to adopt centralized
candidate selection processes than right-wing parties, although the
origins of such differences are not entirely clear. However, some
scholars, such as Shomer (2014), find weak or no support for party
differences in candidate selection procedures. Lisi et al. (2015) use
cross-country data over more than half a century to show that parties
with different ideologies differ in terms of leadership selection
methods across the world. For instance, leftwing parties more often
make their leadership choices within party organs than center and
rightwing parties, while center and rightwing parties give the power to
voters, party members and conference delegates.

Finally, and more broadly speaking, our results contribute to the
literature on political selection (Besley 2005), in particular, how election
systems influence political selection (Carey and Shugart 1995; Beath et
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al. 2016; Braendle 2016) and what personal characteristics are associated
with political selection into various offices (Dal Bó et al. 2017).

3.3 Theoretical Discussion and Empirical
Predictions

Political parties across the world use different types of rules when they
are deciding whom to promote to political power (Poguntke et al. 2016).
While Finnish political parties have no official rules dictating who must
be promoted, interviews that we conducted with party officials suggest
that electoral performance is one of the factors that many of the parties
consider when determining political promotions. From prior literature
(see Section 2), we know that decision-makers may base their decisions
on rank-based norms or informal rules in various contexts. Why is that
the case? We can summarize the literature’s central arguments in the
following four points.

First, if votes (or vote ranks) matter when parties decide about
nominations and promotions, politicians might have stronger
incentives to put more effort into their individual campaigns. Such
additional effort is undoubtedly desirable from the parties’
perspective. The responsiveness to preferences could also be desired
by voters (Hopkin 2001; Maravall 2008), not least because they care
about policies for which leader identity could be an important
determinant (Chattopadhyay and Duflo 2004; Jones and Olken 2005).
In the Finnish municipalities, a decisive case in which being chairman
matters for policy is a tied vote. The chairman’s vote then breaks the
tie (both in the board and the council). Moreover, the chairmen of
municipal boards and councils are ofteninvolved in hiring new public
officials. Public officials are considered to have notable power in
Finnish municipalities (KAKS 2008). The chairmen can act as political
leaders who exploit their high positions to achieve partisan goals.
They can also act as democratic leaders who try to promote common
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goals that have been agreed upon by the majority. In both cases,
chairmen could have a considerable impact on policy outcomes.

Second, we can draw an analogy to primary elections in which
party members or voters choose the party’s candidate. If voters prefer
more transparent nomination procedures (Harmel and Janda 1994;
Carey and Polga-Hecimovich 2006), the party might be able to attract
more votes if those votes matter beyond the immediate election result.
Some voter demand for transparent nomination procedures clearly
exists in Finnish local politics. For instance, a survey conducted by
Kunnallisalan Kehittämissäätiö found that around two out of three voters
said that parties should declare their candidates for important political
positions (KAKS 2008). Furthermore, local newspapers usually write
about the winners of an election and speculate about nominations.
Voters tend to be dissatisfied if the most popular politicians are not
given any important positions, which can also be seen in the media.
Such voter dissatisfaction might pressure local party groups to give
their most popular candidates important positions in the local
government.

Third, if any decision rule exists, votes (or vote ranks) would
constitute a simple and objective basis for selection when promotions
and nominations are in question.

Fourth, a promotion rule based on vote ranks might be related to
the internal organization of parties or the party culture. For instance,
parties might adapt such a promotion rule to eliminate middle-rank
activists or internal conflicts within the party to achieve a stronger
cohesion (Katz and Mair 1995). Hortala-Vallve and Mueller (2015)
theorize that parties introduce primaries when the party heterogeneity
is too great and parties are in danger of splitting into smaller political
groups.

Based on the foregoing arguments, we formulate our main
hypothesis as follows:

Hypothesis 1. Parties account for candidates’ vote ranks when
deciding upon political promotions.
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According to Finnish party officials, vote ranks are not the only factor
in political promotions. The parties often also base their decisions on
candidates’ prior political experience and other competencies. Thus, it
is plausible not to expect a one-to-one relationship between ranking
first, for instance, and being promoted to positions with more political
power. We provide a descriptive analysis on other determinants of
political promotions in Section 5.

One party holds more than half of the seats in roughly every third
local council. The selection of political leaders may work differently in
municipalities governed by single-party majorities or coalitions. When
the largest party has control over half of the seats, it nominates the
board chairman almost without exceptions (see Table A1 in Online
Appendix A). It is possible that inter-party bargaining does not only
affect which party gets to nominate the leading politicians, but also
who these political leaders should be.4 Inter-party bargaining and
competition may make party behavior more efficient, which
potentially means that voters’ views are more likely to be internalized
in leadership nominations (Folke et al. 2016; Galasso and Nannicini
2011b; De Paola and Scoppa 2011). Thus, we formulate the following
hypotheses regarding the difference between municipalities with and
without absolute majorities and political competition in general:

Hypothesis 2. The rank effects are larger in coalition governments
than in absolute single-party majorities.

Hypothesis 3. The rank effects are larger when external (between-
party) competition is more vigorous.

However, the degree of political competition may also have an
opposite effect. Hirano and Snyder (2014) argue that primary elections
were introduced in the United States to promote individual electoral
competition within dominant parties in localities where external
political competition is weak.

4Why municipalities with and without absolute majorities differ from each other may
also be related to the municipality size or the strength of party competition. For a
comparison, see Table A2 in Online Appendix A.
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Similar ideas likewise apply to internal political competition. It may
be that parties in Finnish local politics adapt a nomination rule based
on vote ranks in order to induce more competition within parties when
their seats are safe. This leads to the following prediction:

Hypothesis 4. Parties are more likely to use vote ranks as a
nomination rule if internal (within-party) political competition
for council seats is weak.

Previous research (see Section 2) has documented potential differences
in candidate selection methods across the political spectrum and, thus,
that channel ought not to be neglected when analyzing rank effects. If
any ideological differences exist, they may extend to leadership
selection. For example, parties may differ in their democratic norms
and ideologies or cultures and may, consequently, adopt different
nomination procedures irrespective of how they will be reflected in
electoral success. If rightwing parties prefer more inclusive nomination
procedures – as found elsewhere (Lisi et al. 2015) as well as in the case
of local Finnish politics – then we should expect to find a larger
primary effect for them than for leftwing parties. The last hypothesis
we postulate and test in this paper is as follows:

Hypothesis 5. The rank effects are larger for candidates from center
and rightwing parties than for candidates from leftwing parties.

We interviewed representatives of the eight largest Finnish parties to
obtain a better understanding of potential partisan differences in
political promotion patterns. Those discussions suggest that the
differences could indeed arise from different party cultures. For
instance, the largest leftwing party is explicit in saying that voters
cannot affect promotion choices, whereas other parties say that votes
or even vote ranks matter.
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3.4 Institutional Context

3.4.1 Local Politics in Finland

Local governments play an important role in Finland. Decision-making
in Finnish municipalities is led by local councils, which are responsible
for municipal operations and economic performance. The council
appoints a municipal executive board to take decisions and it can also
establish committees to deal with specialized governmental functions
such as social and healthcare services.

Selection into local political positions is a three-stage process. The
first step is open-list voting in elections, the second step involves
post-election negotiations between parties, and the third step
comprises within-party decisions about which individuals are
assigned to the governing positions allocated to each party. This paper
focuses on the third step.

Municipal councils are elected every fourth year. Finland operates
an open-list electoral system in which voters cast their votes directly
for a single candidate. Voters cannot vote for a party separately from a
candidate, but votes also count as votes for the party list to which the
candidate belongs.5 Hence, a vote affects the number of seats a party
list can obtain and also ranks the candidate within the party list. Seats
on the municipal council are allocated using the D’Hondt method; the
total number of seats, varying between 13 and 85, depends on the town
population. Moreover, seats within political parties are allocated based
on candidates’ total votes. The municipal elections held between 2000
and 2012 were dominated by three large parties from the political left,
center and right, namely, the Social Democratic Party, the Center Party
and the National Coalition Party.

5Each candidate is assigned a candidate number that the voter writes on the ballot.
Official lists of candidates, their numbers and occupations, ordered by party affiliation,
are shown to voters in the voting booth and often published in local newspapers.
The order of the parties on these lists is decided by lottery and candidates are listed
alphabetically within the party lists.
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3.4.2 Rules Regarding Political Promotions

What is left undecided after the voters cast their ballots is who is
promoted to political power in the local government. After the local
elections have been held, the parties bargain with each other about
how to divide the seats on the municipal board and on various
committees. Moreover, the parties need to agree on how to share
chairmanship positions on the local council, the municipal board and
committees. The position of municipal board chairman, comparable to
a mayor in many other countries, is considered to be the most
important post in local politics, while the council chairman is the
second most important position. In most cases, the largest party gets
to nominate the board chairman and the remaining positions are
shared between parties that hold local council seats.6 After the parties
have agreed on how the important positions in local governance are to
be distributed amongst them, they have to decide whom to nominate
to those positions. A majority of the local council members must
approve all nominations, but the council typically follows a
"gentlemen’s agreement" and respects both the intra-party bargaining
result and the within-party choices.

Interviews with party officials of the eight largest Finnish parties
suggest a large variance in the nomination principles across parties
and even within parties across municipalities; the national party
organizations rarely impose any restrictions on the promotion decision
in local politics. However, half of the parties have adopted national
guidelines. We summarize the findings of these interviews in Table 1.

Political promotion decisions are, in practice, made by both the
local party organization (involving party members) and the party’s
elected councilors. Importantly, the promotion decisions are not in the

6Given that the important positions in the local government are distributed
proportionally to parties’ seat shares and decided by the council, parties sometimes
form alliances to increase their bargaining and voting powers (see instructions
provided to the municipalities by the Finnish Association of Local Authorities.
available online at https://www.kuntaliitto.fi/yleiskirjeet/2012/kunnanhallituksen-
lautakuntien-ja-muiden-toimielinten-valinnat; accessed April 3, 2018). Alliances supply
one reason why the largest party does not always get the most important chairmanship.
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hands of individual powerful local political leaders. Typically, the
decisions are influenced by politicians’ electoral performances and
competencies, but some parties also consider candidates’ prior political
experience and gender. Two parties mentioned that either some or
many municipalities use an explicit rank rule whereby the one with
most votes has the first pick of the positions allocated to the party, the
second-ranked gets the second pick, and so forth. Four other parties
mention that votes influence promotion decisions, but did not mention
having a rank-based rule. Two parties do not mention votes mattering
at all. Interestingly, the largest leftwing party (the Social Democratic
Party) is explicit in saying that voters cannot affect political promotion
decisions.

3.4.3 Data and Preliminary Analysis

This paper combines municipal election data from the Finnish
Ministry of Justice and information on various politicians’ local
government positions collected by the Association of Finnish Local and
Regional Authorities (Kuntaliitto 2013). These data are available for
four elections between 2000 and 2012 and the respective electoral
terms. The data are further merged with data on municipal employee
status from KEVA, income data from the Finnish Tax Administration
and socioeconomic characteristics from Statistics Finland.

Three further aspects of the data should be mentioned. First, we
omit two municipalities in 2004, as mistakes are evident in their
election results. Second, the chairmen are observed at the beginning of
each electoral term and some unobserved changes are possible during
their four-year terms in office. For example, parties could agree that a
chairman’s term is shorter than four years and that another person will
take his place at some point. Third, chairmen of the municipal boards
need not be elected politicians.7 We identify 42 such board chairmen in

7The legislation allows this as the municipal boards are appointed by the council and
not elected by the voters (unlike the municipal councils).
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our sample. As they did not participate in elections, we cannot include
them in our empirical analysis.

Table B1 in Online Appendix B provides descriptive comparisons
between the winners and runners-up, i.e., the sample used in our main
empirical analysis. We immediately notice that the most popular
candidates are more likely to obtain important positions in local
government than runners-up but, at the same time, they differ along
many other dimensions as well. For example, they are more successful
in the elections as measured by the number of votes and vote shares
and also more likely to be incumbents, have university educations,
have larger earnings and higher socioeconomic status. Such differences
indicate that winners could be more competent than runners-up and,
hence, more likely to get promoted to top positions for reasons other
than their ranks or electoral performances more generally. Therefore, it
is likely that they will differ also in many relevant unobservable
characteristics, thus calling for a valid research design if we are
interested in the causal effect of rank on political promotions.

What do political leaders look like compared to other politicians?
We turn to that question in Table 2. We show means of various
characteristics for four different groups: board chairmen, party list
winners, all elected candidates and all candidates. To facilitate the
comparison, the latter three groups exclude the board chairs and
include only the party lists that got to nominate the board chairman.
Note, especially, that the comparison between board chairman and
first-ranking politicians provides us with an interesting window for
comparing voters’ and parties’ preferences for politicians.

Several interesting observations arise from those analyses. First,
and important for our study, vote rank appears to be (positively)
related to becoming a board chairman. That is, however, far from the
only dimension along which board chairmen differ. Second, another
crucial distinction is that board chairmen are, on average, more
experienced, based on incumbency status, previous leadership
experience and age, than candidates in any other group. Third, the
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chairmen earn more, are less often unemployed and have a higher
educational attainment than other elected or all candidates. Those
comparisons suggest some positive selection into power based on their
level of competence to the extent that these metrics indicate
competence. However, they are less competent than the most popular
candidates. Fourth, the share of women among the chairs is much
lower than among the election winners, hinting at some possible
gender bias in promotions.8 Finally, the Finnish parties nominate
reliable party leaders whose policy preferences are closer to party
averages that those of the other elected politicians, all candidates or the
list winners.9 These findings are broadly in line with the theoretical
arguments of, for example, Crisp et al. (2013) and Tavits (2009) –
candidates who accumulate many personal votes are often party
outsiders who may disrupt party unity, that is, parties face tradeoffs
between popularity and policy cohesion. Bäck et al. (2016) also report
related findings. In particular, they show that cabinet ministers are
appointed with the aim of minimizing policy distance to the most
important political actors.

The findings from the simple mean comparisons are largely
corroborated by regression results reported in Appendix Tables B2-B4,
where we regress a dummy variable for board or council
chairmanships on rank dummies and a set of other covariates.
Consistent with the idea of vote ranks mattering for political
promotions, a higher rank and more votes increase politicians’
likelihood of being promoted. Based on that analysis, we would reach
conclusions similar to those of Crisp et al. (2013) and André et al.
(2017), namely that all top ranks matter for political promotions even
after controlling for a rich set of observable characteristics.

To summarize, it seems that parties prefer experience and
cohesiveness more than voters, whereas voters have slightly stronger
preferences for other metrics, especially competence. Nonetheless, our

8See also Folke and Rickne (2016) who analyze the glass ceiling in politics.
9For a detailed description of how these policy indices are constructed, we refer to
Online Appendix B.
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findings hint that Finnish parties do fairly well in promoting more
competent politicians to important positions in the local government.
The findings also align with the interviews we conducted with Finnish
party officials, according to whom promotion decisions are mainly
based on three factors: electoral performance, political experience and
other competencies.

More broadly, our descriptive analysis relates to a recent paper by
Dal Bó et al. (2017), who study how Swedish local politicians,
including political leaders, compare to the populations they represent.
They find that local Swedish politicians are, on average, significantly
smarter and are better leaders than the people they represent,
measured by test scores on military cognitive and leadership tests.
Similarly, leading politicians appear to be more competent than other
politicians. The main difference between Finland and Sweden is that in
the former, voters have more say on who gets elected and in the latter,
the parties’ role is more pronounced. Despite these differences, both
political systems seem to be able to select elected politician and party
leaders who are competent. That conclusion is one indication that
semi-open and open lists can be fairly similar in their selection of party
leaders.

3.5 Empirical Strategy

Simply regressing the outcome, becoming the chairman of a municipal
board, on a candidate’s vote rank within his party list, only tells us
something about the correlation between those variables. One central
concern is the omission of politicians’ characteristics that bias the
estimates to an unknown degree and direction. For instance, more able
politicians might attract more votes and rank high in election results,
but they could also be more likely to receive top positions because of
their skills. Such characteristics might be observable to the voter, but
not to the econometrician. In order to overcome endogeneity issues in
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estimating the impact of vote rank on political promotions, we will
adopt a regression discontinuity design (RDD) approach.

In the regression discontinuity design (RDD), we compare two
candidates with different vote ranks but (almost) the same number of
votes, who are also likely to be similar in their characteristics, by
estimating regression functions of the form

Yit = α + β1[vit > 0] + f (vit) + ε it, (1)

where Yit is the outcome of interest, vit is the forcing variable measuring
the distance from the threshold between two ranks, 1[vit > 0] is an
indicator for ranking first and β is the coefficient of interest. If f (vit)

is approximately correctly specified within a given bandwidth, and no
precise manipulation of the forcing variable is observed (i.e., the density
is smooth at the threshold), the covariates should evolve smoothly at the
boundary and thus, β̂ will be the causal estimate of the primary effect.

As advised in recent work (Gelman and Imbens 2017), we will
execute the design using low-order local polynomial specifications.
Our implementation closely follows Hyytinen et al. (2017), who
evaluate different implementations of regression discontinuity designs
in a close election setting by comparing RDD results with the results
from actual randomizations that happen when two (or more)
candidates tie for the last seat in Finnish local elections. More
specifically, we use local linear and quadratic polynomials estimated
separately on both sides of the cutoff. In our benchmark specifications,
we employ MSE-optimal bandwidths, but we also verify the
robustness to alternative bandwidths.10 Finally, we also estimate RDD
with bias correction and robust inference, as suggested by Calonico et
al. (2014). We fix the main and bias bandwidths to be the same
following Calonico, Cattaneo and Farrell (2016) who argue that this is
an optimal choice. All local regressions use a triangular kernel.

10Bandwidths are computed using rdrobust software in Stata (Calonico et al. 2016).
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We use the relative vote margin as the forcing variable. For the
primary effect regressions, for instance, it is defined as the vote distance
of the winner (runner-up) from the runner-up (winner) divided by the
total number of their votes. Doing so means that the threshold between
two ranks is set at zero.

Finally, it is not obvious that we will be able to capture any rank
effects using RDD that identify a local effect at the threshold where
both candidates are equally popular. Employing such an empirical
strategy necessarily implies that we can identify only the direct and
independent effect of vote ranks. The rank effect estimated in that way,
if present, requires that rank has relevance up to and above the vote
count. Some theories discussed in Section 2 do not make a clear
distinction between votes and vote ranks. Vote ranks could be more
important, for example, if they are more salient indicators of success in
elections or voters attach some special value to winning. Previous
research has argued that political parties in party-centered
environments have incentives to place popular persons high on their
electoral lists to maximize their electoral performances (Shugart et al.
2005). Folke et al. (2016) argue that the same logic should also hold for
promotions to top positions. Unfortunately, the RDD setting does not
allow us to study the role of popularity per se. Future work should
aim at finding alternative strategies for evaluating that aspect.

3.6 Primary Effect on Political Nominations

3.6.1 Main Results

To give an overall picture of the data, we plot global polynomials over
(almost) the whole range of the running variable. Figure 1 provides
such a graph for the primary effect on promotions to board chairman.11

It appears that a positive effect of ranking first on being promoted exists,

11We use a data-driven approach to choose the bins (see Calonico et al. 2015). More
specifically, we use evenly spaced bins that mimic the variance in the data.



84 RANK EFFECTS IN POLITICAL PROMOTIONS

and that the effect comes from municipalities not governed by absolute
majorities. Therefore, our results lend support to Hypotheses 1 and 2.

Next, we turn to a more detailed regression analysis. In Table 3, we
report the estimation results for the primary effect on promotion to
board chairman. Column (1) reports the OLS estimates, which do not
have a causal interpretation; in columns (2)-(6), we show various RDD
results. While the estimates in Panel A are robust across different
specifications (different bandwidths and polynomials), they lack
statistical significance. That finding turns out to be explained by the
fact that the estimates of the primary effect are close to zero in
municipalities where the nominating party has an absolute majority
(Panel B). Once we restrict our attention to councils without any
absolute majorities (Panel C), we find that the first-ranking candidates
are about 13 to 24 percentage points more likely to become board
chairmen than the runners-up. Thus, ranking first versus second
roughly doubles the chances of getting a political promotion. These
findings support Hypotheses 1 and 2.

In order to evaluate whether the effects estimated for the different
subsamples are also statistically distinguishable from one another, we
conduct t-tests on whether the coefficients for different subsamples are
equal. For four out of the five RDD specifications estimating the
primary effect, the difference is statistically significant, but only at the
10% level. Nonetheless, we interpret the evidence as implying a
different effect across subsamples.

Folke et al. (2016) find that in Sweden, 30% of the close runners-up
become local political leaders – they are the people most likely to be
promoted to mayor if their party gets to fill the position at the next
election – while the respective share is 60% for close winners. While
the baseline probabilities are larger than what we find in Finnish local
councils, the overall effect is very similar in both cases. The similarity
of the effect is striking in two ways. First, some political scientists have
claimed that semi-open list systems are, in fact, merely closed lists in
disguise because voters tend to cast their votes for the candidates
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placed at the top of the list (Farrell 2001; Mueller 2005; Andeweg 2005).
However, we find very similar primary effects in the Finnish political
context where open lists are used. Second, preferential votes might
play a different role in semi-open list elections and open-list elections.
Our results suggest that this is not the case either. The result is an
important one because electoral rules are typically understood to have
a substantial influence on political selection in general (Carey and
Shugart 1995; Myerson 1999; Besley 2005; Shugart et al. 2005; Galasso
and Nannicini 2011a, 2015, 2017).

We report and discuss a rigorous set of validity and robustness
checks in Online Appendix C. Those checks support the validity of the
empirical design and the robustness of the results that we find.

3.6.2 Are Parties Avoiding Voter Punishment or Following
Norms?

We also aim at shedding some light on the mechanism through which
the rank effects operate. One mechanism that we can test for is that
parties might promote winners to political power because they fear that
voters would punish them for not doing so. In order to see if that is the
case, we estimate the association between not nominating the winner
as board chairman after election t and the change in the nominating
party’s vote share between elections held in t and t + 1 (measured in
percentage points), controlling for municipality, year and party fixed
effects. We do not find that the voters would punish the parties if the
winner were not to get promoted (see Table D1 in Online Appendix D),
meaning that the primary effect is not likely to arise from parties’ vote-
seeking behavior. Therefore, it is more plausible to conclude that some
kind of democratic norms underlie the rank effects.

3.6.3 Further Rank Effects

In Online Appendices D and E, we report an extensive collection of
additional rank effect results. First, in Online Appendix D, we explore
the effects of lower ranks on promotions to board chairman. No rank
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effects other than those previously reported are found. Online
Appendix E reports the results of analyses similar to those we have
already seen, but instead of studying promotions to chairman of the
municipal board, our outcome of interest is becoming the chairman of
a municipal council, which is the second most important local political
position. We find some evidence of lower ranks mattering for
promotions to council chairman. In particular, it appears that ranking
2nd instead of 3rd and 3rd instead of 4th makes promotion more
likely. However, those effects – as in the main text – are present only in
certain subsamples.

Taken together, our results suggest that the role of vote ranks is
rather limited and not as strong as our descriptive analysis would
suggest. Furthermore, our results provide a word of caution on what
can be learned about rank effects from a correlational analysis, such as
those presented by Crisp et al. (2013) and André et al. (2017).

3.7 Role of Political Competition and Ideology

3.7.1 Testing Hypotheses 3 and 4

We next turn to a deeper analysis of the role of political competition.
Hypotheses 3 and 4 suggest that the rank effect may depend on the
degree of political competition, but it is ambiguous as to how those
interact with each other. The difference between single-party and
coalition-governed local governments provides some support for
Hypothesis 3, but a further analysis is in order. Folke et al. (2016)
provide some empirical evidence for the primary effect being larger in
Sweden when political competition is stronger, although they do not
distinguish clearly between internal (with-party) and external
(between-party) competition. However, internal and external
competition may have different implications for rank effects. We
employ direct measures of external and internal competition: party
seat share (Herfindahl-Hirschman index), computed as the sum of
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squared seat shares, and vote margin within a party for the last seat it
receives, respectively.12

In the interest of space, we will concentrate on the subsample
without absolute majorities and split the remaining sample into two on
the basis of the median values of the competition measures. Another
rationale for excluding absolute majorities is that the nature of
inter-party competition differs widely across such municipalities,
which might confound our results. Moreover, not much variation
exists along the between-party dimension amongst the absolute
majority group. We stress that we cannot provide a causal
interpretation as to why the results may differ across subsamples as
we are conditioning on potentially endogenous factors.

We plot RDD figures for the primary effect in Figure 2 under four
different circumstances: high or low external or internal competition.
The graphs show global quartic polynomials and binned averages. The
primary effect appears to be larger when both external and internal
competition are weak. That result contradicts Hypothesis 3, but tallies
with Hypothesis 4. The findings also align with Hirano and Snyder
(2014), who argue that primaries were introduced in the United States
to promote individual electoral competition within dominant parties in
localities where political competition is weak. Hence, it may be that
parties in local Finnish politics adapt a nomination rule based on vote
ranks in order to induce more intra-party competition. However, the
coefficients are generally not statistically significantly different across
subsamples and, thus, we cannot draw any strong conclusions from
the results (Table 4). We assess the robustness of the results in Online
Appendix F.

We do not find any rank effects in municipalities governed by
absolute majorities when the sample is split into two above and below

12We also explored alternative competition measures, i.e., a party’s distance from
obtaining an absolute majority (external competition) and the ratio of candidates per
seats obtained (internal competition). Our findings are robust to using those alternative
measures of competition. Note also that our measure of internal competition gauges
overall competition within a party rather than competition for the top position. That
measure is particularly suitable for testing Hypothesis 4.
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Figure 2. RDD graph, primary effect by competition.

the competition median. Similarly, we do not find any rank effects
when we use the full sample divided into two by median competition
(results not reported).

3.7.2 Testing Hypothesis 5

Our final hypothesis is that party ideologies matter for the rank effects.
To examine whether that is the case, we group the political parties into
two blocs and estimate the primary effect for those subsamples. The
division between left and right is not strikingly sharp in Finnish
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politics, especially at the local level, but we can provide at least a crude
classification based on the bourgeois versus socialist origins of the
parties. The parties we assign to the rightwing bloc are the Center
Party, the National Coalition Party, the True Finns, the Swedish Party
and the Christian Democratic Party; the parties assigned to the
leftwing bloc are the Social Democratic Party and the Left Alliance.13

Again, we concentrate on municipalities in which no absolute majority
is in power. That choice is natural for facilitating a comparison with
the results in the previous sections and for the reasons discussed there,
but also because almost all of the absolute majority parties would be
classified as rightwing.

Figure 3 shows RDD graphs for the primary effect, plotting global
quartic polynomials and binned averages. The results for the primary
effect provide clear support for Hypothesis 5. We provide further
support in Table 5. For the rightwing parties (Panels A), we estimate a
statistically significant primary effect of 20% to 30% on promotions to
board seats, while the estimates for leftwing parties (Panel B) are
mostly smaller, less robust and not statistically significant. One caveat,
however, is that the number of observations is limited for leftwing
parties and our findings could be explained by the small sample size.
We cannot distinguish the estimates statistically from each other for
any of the specifications. Moreover, if we include absolute majorities in
the estimations, the differences between the political blocs vanish.
Additional robustness checks reported in Online Appendix F support
the findings.

One potential explanation for the differences in the estimated
magnitudes and statistical significances across parties, assuming that
they are not only noise, could be that some of the parties could be
more policy-oriented and, thus, more likely to choose leaders whose

13The results are very similar if we instead divide the parties based on their interview
responses (Table 1) relating to whether votes matter for promotions, such that the Social
Democratic Party and the True Finns are in one bloc and the other parties constitute the
second bloc. The robustness of the results is easily explained because the alternative
classification does not change the ideological classifications of the three largest parties
which drive the results.
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political standing is closer to party ideology, whereas other parties
might behave opportunistically and be more prone to cater to voter
preferences. In Online Appendix F, we show that that is not the case.
While parties are more likely to promote politicians with policy
stances closer to party medians, no differences between rightwing and
leftwing parties along those lines are evident. Therefore, the fact that
the primary effects are larger in magnitude and statistical significance
for the rightwing parties is consistent with some party-specific
democratic or cultural norms explaining the rank effects (Janda and
King 1985; Lisi et al. 2015). Our interview results are consistent with
that interpretation.

3.8 Conclusions

This paper explores vote ranks as a determinant of political
promotions. While the effects of various electoral systems have long
attracted the interest of political scientists (Duverger 1951; Grofman
and Lijphart 1986; Sartori 1994), the idea of interaction between the
distribution of votes and political appointments recently advocated by
Folke et al. (2016) is rather new. We find evidence of the primary effect
– i.e., the effect of ranking first in preferential votes within a party – in
promotions to chairman of the local Finnish municipal boards and
some weaker evidence of lower ranks mattering for promotions to the
post of council chairman. Moreover, we show that the primary effect
differs in the degree of political competition and ideologies of parties.

Because the vote rank is accounted for in the political promotions
in only some subsamples, rank is at best complementary to other
considerations that parties have in selecting leaders. Our descriptive
analysis suggests that politicians’ previous political experience and
policy positions may play an important role in political promotions.

Our theoretical arguments are general. Thus, they may apply in
other electoral contexts or other types of political promotion. It also is
plausible that similar empirical patterns could emerge elsewhere.
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Many countries around the world, such as Austria, the Czech
Republic, Denmark, Germany, Indonesia, Japan, Latvia, Spain and
Sweden, use open or semi-open lists at least in some of their elections.
Furthermore, in many of those countries, local political leaders like
mayors are not elected, but rather appointed from the pool of local
councilors. Preferential votes might likewise matter at other levels of
government. For instance, the candidates who obtain the most votes in
Finnish parliamentary elections – "vote rakes" (ääniharava), as they are
called in Finnish – are often front-runners when it comes to
distributing cabinet positions. Descriptive evidence from a variety of
countries (Crisp et al. 2013; André et al. 2017) suggests that much like
Finland, the political parties in political systems with preferential
voting often choose their vote pullers for political promotion. To what
extent such procedures reflect vote ranks and not some other
characteristics correlated with electoral success is an empirical
question that should be explored further in future research.

The results of this paper are arguably important from the voters’
perspective, as it appears that, under certain circumstances, their votes
matter beyond the direct electoral outcomes of their choice on Election
Day. Moreover, leading politicians’ competencies and qualifications
may matter for actual policy outcomes or economic performance
(Chattopadhyay and Duflo 2004; Jones and Olken 2005). While
evaluating the link between the selection of political leaders and policy
outcomes is beyond the scope of this paper, it is nonetheless important
to understand how leaders are chosen when no explicit rules
governing the selection process are in place.
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CHAPTER 4

Victorian Voting: The Origins
of Party Orientation and

Class Alignment

4.1 Introduction

A central element in the political development of a country is the
connection between voters and those who represent them. This
connection can take different forms: it may exist due to patronage,
vote buying, or coercion; be based on the personal characteristics or
beliefs of the candidate; or arise due to an affiliation between voters
and particular parties. An important distinction is that between
candidate-centered systems and party-oriented ones. In the latter,
voters are loyal to their preferred party and cast their votes without
any regard for the personal characteristics, beliefs, or favors offered by
candidates.

This chapter is coauthored with Torun Dewan and Janne Tukiainen. We thank
Gary Cox, Miriam Golden, Chris Kam, Tuomas Pekkarinen, Torsten Persson, Daniel
Rubenson, Jim Snyder, Till Weber, seminar audiences at Harvard, HECER, IIES-
Stockholm University, University of Helsinki, VATT, Nuffield College Oxford, Stanford,
Yale, and participants of the LSE Historical Political Economy Workshop and at the
EPSA meetings in Milan for helpful comments and discussions.
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These patterns of development vary across countries and over time.
In the United States, parties that emerged as loose coalitions or
caucuses of legislators (Aldrich 1995) developed into the well-oiled
machines of the early nineteenth century that delivered patronage. As
these weakened in the latter part of the century, due in part to a civil
service reform as well as the introduction of primary elections, a
candidate centered system emerged (Folke, Hirano, and Snyder 2011).
Duverger (1959, p. 28) noted a different pattern of party development
in European parliamentary democracies where “first there is the
creation of parliamentary groups, then the appearance of electoral
committees, and finally the establishment of a permanent connection
between these two elements." According to Duverger the key factors
that led to the emergence of such party-oriented systems were the
extension of popular suffrage, the role of parliamentary prerogatives,
and (later, and in some countries) the emergence of organized mass
parties on the left who connected with working class voters on the
basis of ideology. Indeed, recent work by Hidalgo (2012) shows that an
extension of the franchise in Brazil is causally related to the vote shares
of parties with clear ideological profiles. Moreover, Fujiwara and
Wantchekon (2013) show that party-oriented systems, based on parties
with clear ideological programs, can have positive welfare effects.

It is then important to understand when and why such parties
emerge and what are the institutional (and other) determinants. Much
of what we know about the alignment of voters with parties in the
developed world comes from mass surveys of the electorate,
developed and implemented in the postwar period, or from aggregate
electoral data. The problem with the former is that it limits our
understanding to changes in party alignment that occurred after the
development of techniques designed to measure such change. The
problem with the latter is the commonly understood problem of
ecological inference: we cannot be sure how aggregate patterns
observed in the data relate to individual-level behavior.



INTRODUCTION 107

In this paper, we provide a resolution to this problem by analyzing
historical individual-level data on actual voting behavior. Before the
establishment of the Ballot Act in 1872, voting in Parliamentary
elections in the United Kingdom was public. Often the name of each
voter and how they voted were recorded in poll books. In addition,
these poll books sometimes provided information, such as electors’
addresses and occupations. Due to recent work by historians, some
poll books have become available electronically. Here we construct
voter level panel data from a sample of nineteenth century borough
constituencies. Analyzing these remarkable data, using appropriate
estimation techniques, provides a unique micro view of the emerging
relationship between voters and political parties in Victorian England.

Our analysis of these data enhances the understanding of party
development in several ways. First, we provide new evidence on the
timing of the emergence of a party-oriented electorate in the United
Kingdom. Our results corroborate those in the seminal work by Cox
(1984, 1986, 1987) that are based on aggregate data from UK elections
and show that cohesive parties with close links to the electorate
preceded the major (late) Victorian franchise reforms and coincided
with a period during which the executive took control of the
prerogative. Second, our main and novel contribution uses voter-level
data to understand the driving forces behind partisan alignment. The
analysis of our data reveals that partisan alignment was largely due to
the behavior of the skilled working classes, who had been enfranchised
in 1832. Third, we show that this group aligned with the then left
Liberal Party.

We also shed some light on mechanisms that might explain these
patterns in our data, showing that the increased partisan attachment
amongst the electorate can largely be attributed to a decrease in vote
buying or clientelism. We find, however, that working class voters
aligned with the Liberal Party for reasons other than patronage which,
as shown by Stokes et al. (2013) and Camp, Dixit, and Stokes (2014),
was in decline during this period. In fact, our data are consistent with
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claims made by Stokes and coauthors and by Cox that the alignment of
the working class had more to do with the programmatic appeal of the
Liberal Party.

These results and what they tell us about party alignment in
Victorian England have a broad relevance. To our knowledge, ours is
the first analysis of individual-level data which confirms that class
alignment occurred prior to the enfranchisement of the (unskilled)
working classes and several decades before the development of mass
parties that organized sections of the electorate. In fact, the pre-1867
Liberal Party under Palmerston was a quintessential “cadre party" as
defined by Duverger. It was a loose amalgamation of different
parliamentary factions who voted together in parliament and stood on
a common legislative program, albeit a sparse one. Critically, it had no
organizational basis within the electorate. The central lesson then is
that class alignment occurred prior to the development of organized
mass parties.

A further lesson involves the dynamic relationship between party
support and programmatic development. That working class voters
should align with the left party at such an early point in Britain’s
political development might seem surprising. Palmerston’s Liberal
Party preceded the period of Progressive Liberalism and cannot be
compared to Gladstone’s Liberal Party in terms of its program or
legislative achievements. Nor, of course, was it a party of the workers
in the sense that the Labour Party of the interwar years was to become.
And yet is seems plausible that the alignment of the skilled working
class with the Liberal Party set the stage for subsequent developments.
More generally, our data analysis suggests a simultaneous relationship
between a party’s support base and its programmatic appeal. The
working class alignment with the Liberal Party that existed already in
the Mid-Victorian era laid the basis for the subsequent progressive
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platforms of the Liberal Party that, in turn, cemented its support
amongst working class voters.1

There are several reasons to believe that our insights hold more
generally. Extending our analysis to aggregate data from a large
sample of constituencies, we find that voter eligibility is negatively
correlated with proxies for the share of unskilled working classes in
the population, whose voting patterns in the aggregate data closely
resemble our findings in the restricted sample. The aggregate data
thus suggest that our findings might generalize to these segments of
the Victorian voting population and thus provide an accurate picture
of partisan alignment in Britain at that time.

Moreover, it seems likely that our insights travel beyond nineteenth
century Britain to a broader set of parliamentary democracies.
Institutional features such as the centralization of agenda-setting
power within the executive gave shape to British parliamentary
democracy. They stimulated the development of parties standing on
coherent programs outlining their plans for government and were
mimicked elsewhere. That these features are correlated with partisan
and class alignment in the United Kingdom suggests that similar
historical patterns exist elsewhere. As described by Strøm (2000), the
conceptual essence of Parliamentary government is a “historical
evolution" – an accident of nineteenth century Britain that spread to
other parts of the world.”

Finally, it is worth remembering that nineteenth century Britain was
a developing country and thus our insights might extend over time
to those countries that are developing today. Indeed, our finding that a
relationship between parties and voters coincided with the development
of programmatic parties without national bases of organization chimes
with recent work in political development mentioned earlier. These
lessons may be informative in understanding how developing countries

1For micro-founded models of the relationship between policies and support bases, see
Krasa (2018) and Howell, Krasa, and Polborn (2017).
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today could move from a clientelistic system to one with programmatic
parties (Hicken 2011; Stokes 2005; Wantchekon 2003).

Our paper is organized as follows. We first discuss the institutional
setting and introduce our data. In section 3, we present our main
results. Section 4 discusses mechanisms that might explain our
findings. We assess the external validity of our results in Section 5
before concluding in Section 6.

4.2 Institutional Setting and Data

4.2.1 Victorian Era British Political Landscape

Elections in Britain in the Victorian period under investigation took
place under the first-past-the-post voting system that is still in place.
Whilst some constituencies were single-member districts, most
constituencies elected two candidates and a few elected three and four.
From around 1850, constituency elections were contested by
candidates who aligned with one of two major parties, the
Conservatives and the Liberals. The Liberals brought together a loose
coalition of (mainly) Whigs, Radicals, and Peelites (a faction that had
broken from the Conservatives) and by 1860 formed a cohesive
parliamentary block. The Whigs were far from being a “party" in the
sense of having a clear program. Nevertheless, candidates who stood
on a platform of reducing crown patronage, expressed sympathy
towards nonconformists, and supported the interests of merchants and
bankers, were labeled as Whigs. For convenience, for our analysis of
the years prior to the formation of a cohesive Liberal Party identity, we
refer to candidates who are either Whig or Radical as Liberal.

In the period of analysis, the key institutional reforms were the
Great Reform Acts. The first of these, introduced in 1832, introduced
several measures that mitigated malapportionment: increasing
representation in the industrialized cities, and taking away seats from
the so-called rotten boroughs with small voting populations. The act
also increased the male franchise to around 650,000. The
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Representation of the Peoples Act, otherwise known as the Second
Reform Act, was passed by Parliament on August 15th, 1867. The
Second Reform Act, that became law in England and Wales in 1867,
extended the franchise in the boroughs to all males aged above 21 who
were inhabitants or occupiers, whether house-owners or tenants, and
to male lodgers whose rent was at least 10 pounds per year. A
residence of at least one year in the borough was required and women
were still unable to vote. In counties, the franchise was extended to
holders of life interests, copyholds and leases of sixty years and more
worth 5 pounds per annum (from a previous threshold of 10) and to
tenants occupying land worth 12 pounds (from a previous threshold of
50 pounds per annum).

4.2.2 Poll Book Data

Prior to the next major reform, The Ballot Act of 1872, individual
voting records of registered voters were public and recorded in
so-called poll books. This historical fact provides a novel and reliable
window into actual individual political behavior. Using these data, we
can answer questions previously addressed using less detailed
aggregate or less reliable survey data. While Andrews (1998) shows
that poll book data may contain some errors, they are so rare that they
will be insignificant to any empirical analysis. The main limitations
are, in fact, that the information content of the poll books is somewhat
limited. We have been able to obtain poll books with the occupations
and information before and after 1865 only for three constituencies.2

Therefore, the generalizability of the analysis is limited. Nevertheless,
and as we shall see, the fact that we can confirm the very general
findings of Cox (1984, 1986, 1987) alleviates these concerns.

Previously, poll book data have mainly been used in historical
research (Drake 1971; Speck and Gray 1970; Mitchell and Cornford

2There are many more poll books available electronically that either do not contain any
occupation information, or contain the occupations, but do not include elections from
the time period of our interest.
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1977; Phillips 1992; Phillips and Wetherell 1995), where the empirical
analysis has been very elementary in nature. Accordingly, in a more
recent work, Andrews (1998) states that “some work has been done on
poll books but in general this has been confined to an overview of poll
books, or as illustration of a point in another argument". Indeed,
Andrews’ own work (Andrews 1998) is rare in that it utilizes the data
in detail and shows that voters in Sandwich change the party for
which they vote quite often over time. He supplements this with
evidence from other historical records such as candidates’ accounts to
conclude that extensive vote buying took place. Nevertheless, that
said, the empirical analysis even in Andrews (1998) is rather crude and
indeed no statistical inference is conducted.

Our focus is on the period after the First Reform Act of 1832 and
before The Ballot Act of 1872. We only use poll books that contain
information on occupation and cover the transition period from
candidate- to party-oriented system, that is, 1857-1868 as discussed by
Cox (1986). Given these restrictions, we make use of poll books for a
varying number of general elections held in three boroughs in
South-Eastern England: Ashford (four elections in 1852-1868; Drake
and Pearce 1992), Sandwich (eight elections in 1832-1868; Andrews
2001) and Guildford (eight elections in 1832-1865; Sykes 1977).3

Digitized versions of the poll book content are provided by the UK
Data Archive (Ashford, UK Data Archive Study Number 2948;
Sandwich, 4170; Guildford, 977). All poll books record voters’ names
and votes. Moreover, the Sandwich and Guildford poll books also
include the occupations of the voters. For Ashford, we obtain the
occupation information for a fraction of the voters by linking the data
with censuses conducted around the period, directories that also
contain occupational information for some of the voters and lists of
landowners. We use a fuzzy merging algorithm, allowing minor
differences in spelling of the first and last names, to link three censuses

3Ashford was not an independent constituency but part of the constituency of Kent
Eastern.
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(1841, 1851 and 1861), directories from 1851, 1855, 1867 and 1874 and
lists of land owners to the poll book data. After this, we assign
occupational and class information to each voter from the closest
available source. We were not able to track other poll books that would
both contain information on occupation and cover more than one
election during our period of interest.

An example of the typical content included in our poll books is
illustrated below in Figure 1 which shows two pages from the
Sandwich poll book for parliamentary elections held in 1857. The
information contained in these pages tells us, for instance, that Luke
Jarvis, a publican from Deal, split his vote between two Liberal
candidates: E. H. K. Hugessen, and Lord Clarence Paget.

We have further classified the occupations into working and middle
classes in order to evaluate class differences in voting behavior. Our
classification follows Best (1972) and Clapham (2009), where the main
classification criterion is a typical income of each occupation. Table 1
illustrates the occupational composition of the working and middle
classes by showing the ten most common professions within each class
in our data. These ten professions always account for at least half of
the voters in the respective group and hence, provide a fairly
comprehensive picture of the classification and the occupations in the
data. While all possible classifications may have their issues and one
may need to compromise between income and social criteria, for
example, Table 1 does not reveal any striking misclassifications, at least
from a purely subjective and intuitive perspective.

Table A2 summarizes voting behavior by class and district. In
Sandwich and Guildford, the working class tends to give more split
votes but party preferences are similar across classes. In Ashford, the
working class gives less split votes and votes more for the Liberals
than the middle class. However, this difference between constituencies
will turn out to mainly be a result of different election years rather
than geographic differences within the election year.
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Finally, we report election results for the elections covered in our
data in Appendix A. For Ashford we report the election results from
the entire constituency of Kent Eastern. There are typically three or
four candidates competing for two seats which means that the
composition of the candidate pool remains relatively stable throughout
the time period we study. Thus, it is not likely that our findings would
be driven by changes in the available electoral candidates.
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Table 1. The ten most common occupations by class and district.

Panel A: Ashford

Middle class (N = 237) Working class (N = 260)

Rank Occupation N Occupation N

1 Gentry 29 Farmer 25
2 Grocer 27 Carpenter 21
3 Draper 19 Shoe maker 17
3 Clerk 14 Labourer 16
5 Inn keeper 13 Butcher 14
6 Merchant 11 Baker 13
7 Doctor 10 Tailor 13
8 House proprietor 9 Engineer 11
9 Lawyer 9 Cabinet maker 10
10 Agent 7 Coach builder 10

Panel B: Guildford

Middle class (N = 1253) Working class (N = 2054)

Rank Occupation N Occupation N

1 Gentry 230 Carpenter 174
2 Dealer 149 Shoe maker 157
3 Grocer 133 Baker 123
3 Merchant 73 Tailor 119
5 Doctor 50 Labourer 105
6 Lawyer 48 Butcher 92
7 Inn keeper 46 Blacksmith 72
8 Victualler 43 Brick layer 71
9 Publican 40 Brewer 61
10 Clerk 39 Gardener 56

Table continued on the following page.
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Table 1. (continued) Ten most common occupations by class and
district.

Panel C: Sandwich

Middle class (N = 2815) Working class (N = 3726)

Rank Occupation N Occupation N

1 Gentry 797 Pilot 356
2 Victualler 291 Mariner 283
3 Grocer 260 Baker 266
3 Army 162 Labourer 244
5 Dealer 114 Shoe maker 219
6 Publican 103 Carpenter 195
7 Merchant 97 Farmer 182
8 Doctor 81 Butcher 168
9 Inn keeper 81 Gardener 160
10 Education 74 Tailor 149
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Table 2. Aggregate level party votes by district and class.

Panel A: Ashford, parliamentary county elections (1852-1865)

Middle class (N = 242) Working class (N = 260) Difference

Liberal 0.642 0.537 -0.105
[0.631] [0.650] [0.057]

Conservative 0.181 0.244 0.063
[0.491] [0.502] [0.044]

Split 0.177 0.219 0.042
[0.422] [0.425] [0.038]

Panel B: Guildford, parliamentary borough elections (1832-1868)

Middle class (N = 1348) Working class (N = 2054) Difference

Liberal 0.369 0.395 0.026
[0.712] [0.692] [0.025]

Conservative 0.297 0.348 0.051**
[0.664] [0.646] [0.023]

Split 0.334 0.257 -0.077*
[0.511] [0.506] [0.018]

Panel C: Sandwich, parliamentary borough elections (1832-1868)

Middle class (N = 2815) Working class (N = 3726) Difference

Liberal 0.475 0.528 0.052*
[0.829] [0.791] [0.020]

Conservative 0.398 0.379 -0.019
[0.800] [0.764] [0.019]

Split 0.127 0.093 -0.034*
[0.367] [0.360] [0.009]

Notes: Only those voters who voted in general elections are included. Standard
deviations are reported in brackets. Differences in means are tested using a t-test
adjusted for clustering at the voter level. * and ** denote statistical significance
at the 5% and 1% levels, respectively.
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4.3 Regression Analysis

4.3.1 Partisan Alignment

Political parties with close ties to the electorate are a key feature in the
historical development of parliamentary democracies. When and why
did such connections arise? The question is difficult to address since,
as noted by Duverger, and as noted earlier, there is a myriad of factors
that can plausibly explain the emergence of a partisan electorate. One
approach, which we follow and extend here, was pioneered by Cox in
a sequence of papers and a monograph (1984, 1986, 1987). He looked
at within country variation in split voting over time to understand the
timing of key changes.

During the nineteenth century, most English constituencies elected
two MPs under plurality rule. Cox’s intuitive argument was that party-
oriented voters would not split their votes between the Liberals and
the Conservatives. Split votes do not affect the seat allocation between
parties. They do, however, affect which candidates are elected within a
party. Cox showed that split voting (his key indicator of a candidate-
centered electorate) declined dramatically during 1857–1868, and thus
before the first election under the new extended franchise in 1868.

Since Cox’s studies, it has been understood that cohesive parties
with close links to the electorate preceded the major reforms to the
franchise in the late Victorian period, namely the Second Reform Act
of 1867 that enfranchised the unskilled working classes, the Corrupt
Practices Act of 1883 that made it harder for candidates to bribe voters,
and the 1884 Reform Act that extended suffrage in the rural counties.
Cox (1984, 1986, 1987) used a descriptive analysis of a long and wide
panel of aggregate, district-level data to show that the party
orientation of Victorian voters occurred, i.e. the share of split votes
declined, a decade or so before these defining institutional changes,
thus challenging the conventional wisdom (see, for example, Nossiter
1975) that Victorian voters aligned with political parties because of
those reforms. He instead highlighted the decline in parliamentary
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prerogative in the mid-Victorian period that, when combined with the
centralization of decision-making authority within a cabinet and the
Prime Minister’s power of dissolution and use of the confidence vote,
weakened the role of the individual MP. A party-oriented electorate
developed as voters used their votes to control the executive and
choose between rival teams: an incumbent government and (Her
Majesty’s Loyal) opposition.4

Cox’s analysis of Victorian England remains a seminal study for
understanding the role of parties in parliamentary systems more
generally. The institutional developments that Cox describes as
bolstering the development of cohesive parties with close links to the
electorate are, of course, found in other parliamentary democracies
and have thus been the subject of a large body of theoretical and
empirical research (Huber 1996; Diermeier and Feddersen 1998).

Despite the seminal nature of Cox’s claims, they rest on the use of
aggregate data from constituency elections in nineteenth century
Britain. These constituencies differ in many unobserved ways, making
it hard to support any causal claim regarding what kind of voters or
constituencies in particular changed their voting behavior. The use of
aggregate historical data to draw inferences about party alignment
within the electorate is problematic as inferences from aggregate data
are subject to the well understood ecological fallacy. Moreover, very
different behavioral patterns could be associated with the same vote
share, making any inference difficult to sustain. For example, a party
might obtain 50% of the vote share when half of all voters cast both
votes for that party or when each elector casts a split vote. A more
specific problem – that we discuss in Section 4.3 and our
supplementary materials – arises due to the fact that, when franchise
restrictions are in place, we cannot accurately infer the population of

4Recent work by Eggers and Spirling (2016a) using micro-level data on parliamentary
votes confirms that parties became cohesive in this period and that this is due to
changes in individual behavior. Eggers and Spirling (2016b) study speech patterns
in parliament to show the centralization of agenda-setting power by the executive and
the emergence of a shadow cabinet.
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eligible voters. One of our contributions is in being able, for the first
time, to use individual-level voting data, recording actual
individual-level voting returns, in order to address these issues.

Revisiting Cox’s question on the timing of key changes in the
English electorate, we can check whether a regression analysis of our
individual-level data corroborates those earlier findings. Our
micro-level analysis allows us to go much further, however, in
exploring which behavioral voting patterns underpin the decline in
split level voting and the apparent emergence of a partisan electorate.

Cox’s main finding was that split level voting had declined by 1865
and almost to the level that persisted from 1868 onwards, thus prior to
the major institutional change in 1867. However, during the election
year 1857, split voting was as common as in the previous era. In 1859,
split voting was lower than in 1857, but still within the variation of the
previous era. We use these findings to split our sample into two
periods: the first contains elections before 1865; the second, those
during and after 1865. We use this classification to conduct a
difference-in-difference estimation (DID) which allows us to assess
whether the response of the working class was different to that of the
middle class in the critical periods.5 From this perspective, the
working class can be seen as the treatment group, and the middle class
as the control group in the DID.

While our concern is to provide descriptive results on the timing of
changes in political behavior for different classes, one could give a
causal interpretation of these results if the standard DID assumptions
are met. The common trend assumption means that absent a general
shift from a candidate-oriented to a party-oriented system, the
outcome of interest for the working class and the middle class would
have evolved with the same trends. Moreover, a causal interpretation
would require that any change in the behavior of the working class in
the post-treatment period did not cause a response in the behavior of

5Our results do not rely on this particular before-after classification as we show in the
robustness analysis section by reporting a separate estimate for each year.
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the middle class, i.e. there should be no spillovers caused by the effect
of interest. If both these assumptions hold, a causal claim could be
made. However, if not, then DID regressions and graphical
illustrations typical for the DID still provide a useful way of describing
the phenomenon of interest. Our benchmark specification is as follows:

yit =α + β11[Working class]it + β21[Year ≥ 1865]t

+ β31[Working class]it × 1[Year ≥ 1865]t + ε it, (1)

where yit is the vote choice of voter i in election t (dummy for casting a
split vote in Table 3, and dummy for Liberal vote in 4).
1[Working class]it indicates whether the voter belonged to the working
classes, and 1[Year ≥ 1865]t is an indicator for the election happening
after 1865. We estimate (1) either separately for each constituency or
using pooled data from all of them, restricting the sample to those
voters who turn out to vote. We use either no controls or election year
fixed effects. Note that when we include the election year fixed effects,
we omit 1[Year ≥ 1865]t as this is already captured by the year
dummies for 1865 and 1868. For Guildford, we also observe more
detailed location (parish) information within the constituency and
therefore include that locality fixed effect. With the pooled data, we
control for the election-constituency fixed effects.

The regression results for split voting are presented in Table 3. From
the separate regressions we find that working class status is a strong and
robust predictor of split voting prior to the 1865 elections (the coefficient
related to the variable 1[Working class]). In Guildford and Sandwich
this result is highly significant, but it is imprecise in Ashford. However,
in elections during and subsequent to 1865 we observe that split voting
goes down for all voters (the coefficient related to the variable 1[Year ≥
1865]). This result is highly significant in all constituencies and exactly
in line with the aggregate level results of Cox.

Our data allow us to go further in assessing heterogeneous effects.
In particular, we provide new findings on the evolution of class-based
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voting. We observe that subsequent to 1865, the split voting goes down
even more for the working class than for the middle class (the
coefficient related to the 1[Working class] × 1[Year ≥ 1865] variable).
This main effect of interest is present and robust within all
constituencies, but statistically significant only for Sandwich. The
pooled analysis confirms these findings and all results are highly
significant in the pooled analysis.

As to the interpretation of the coefficients, let us look at
specification (6) as an example. In Sandwich and prior to 1865, 10.6%
(Constant = 0.106) of the non-working class voters gave split votes and
14.5% of the working class did so (Constant + 0.041). After and during
1865, 5.8% of the non-working class voters gave split votes
(Constant− 0.048) and 6.1% of the working class did the same (sum of
all the reported coefficients). Therefore, while we observe that split
voting decreased across classes, the decrease was relatively large
amongst the working class. More specifically, the reduction in split
voting amongst the working class was large enough to bring them to
the same level as observed in the middle class.

In order to visualize the estimation exercise of Table 3, we plot the
share of split votes among the two classes over time (Figure 2). Our
discussion of these results is based on the bottom-right graph that uses
the pooled data. However, for completeness, we also report separately
the individual constituency graphs that deliver the same main message
(albeit with more noise for obvious sample size reasons).

We first observe that the split vote share has reasonably common
pre-treatment trends for the working class and other classes prior to
the 1865 elections. This indirectly implies that the common trend
assumption may be realistic and thus might allow some causal claims
to be made concerning the main association of interest reported in
Table 3. The second key observation is that prior to 1865, split voting is
always more common among the working class than the middle class.
The third key observation is that for the 1865 election, split voting is
about as common in both groups and in 1868 slightly less common
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among the working than the middle class. Finally and critically, we
note that the decrease in the split vote share among the working class
was in place already in 1865 and not only in 1868. This is important
because the 1868 elections were affected by the franchise extension of
1867 (Berlinski, Dewan, and Van Coppenolle 2014). Thus we observe
that the decline in split ticket voting amongst the working class
precedes the main institutional change of the Victorian era.

In Appendix A, we illustrate the same findings further by plotting
over time the class means of the residuals from a regression where split
voting is predicted with only the election year fixed effects. The graphs
focus on the relative differences between classes, while cleaning out the
variation due to time in the occurrence of split voting. The graphs show
quite clearly the extent to which the behavior of working class voters
converges with that of middle class ones with respect to split voting.
Our results thus corroborate Cox’s findings and go further in showing
that the development of a party-centered electorate in Victorian England
owes much to the change in behavior of the English working classes.
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Table 3. Regression results on splitting the vote.

Panel A: Ashford

(1) (2)

1[Working class] 0.024 0.024
[0.085] [0.086]

1[Year≥1865] -0.539**
[0.063]

1[Working class] ×1[Year≥1865] -0.036 -0.035
[0.087] [0.087]

Constant 0.582**
[0.061]

N 502 502
R2 0.40 0.40

Panel B: Guildford

(3) (4) (5)

1[Working class] 0.084** 0.085** 0.084**
[0.020] [0.019] [0.019]

1[Year≥1865] -0.170**
[0.025]

1[Working class] ×1[Year≥1865] -0.048 -0.049 -0.043
[0.033] [0.033] [0.033]

Constant 0.286**
[0.015]

N 3402 3402 3402
R2 0.03 0.14 0.14

Table continued on the following page.
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Table 3. (continued) Regression results on splitting the vote.

Panel C: Sandwich

(6) (7)

1[Working class] 0.041** 0.036**
[0.010] [0.010]

1[Year≥1865] -0.048**
[0.011]

1[Working class] ×1[Year≥1865] -0.038* -0.034*
[0.016] [0.016]

Constant 0.106**
[0.008]

N 6541 6541
R2 0.01 0.04

Panel D: All constituencies

(8) (9) (10) (11)

1[Working class] 0.056** 0.054** 0.052** 0.057**
[0.011] [0.010] [0.010] [0.010]

1[Year≥1865] -0.112**
[0.011]

1[Working class] ×1[Year≥1865] -0.044** -0.044** -0.051** -0.047**
[0.015] [0.014] [0.015] [0.014]

Constant 0.179**
[0.008]

N 10445 10445 10445 10445
R2 0.03 0.06 0.12 0.07
Year FE
Parish/Constituency FE
Year-Constituency FE

Notes: Only general elections are included. Outcome is a dummy for
casting a split vote. Estimates are conditional on voting. Robust standard
errors clustered by voter are reported in brackets. * and ** denote
statistical significance at the 5% and 1% levels, respectively.
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4.3.2 Party Alignment

We have shown that a partisan electorate emerged in the United
Kingdom in the period prior to the major institutional reforms and
that the main driving force was a change in the voting behavior of
working class voters. What effect did this have on the emerging party
system? The existence of the classic two-party class based system
based on the alignment of the British working class with the left
Labour Party (and the corresponding alignment of the middle classes
with the Conservatives) is shown through survey evidence from the
postwar period (Butler and Stokes 1969) – much of the subsequent
literature documented its decline. In the absence of survey data from
earlier periods, it is hard to show the origins of class alignment,
although there is some evidence that the two-party class based model
was already in evidence in the interwar period and by the time Labour
replaced the Liberals as the main party of the left.6 It is plausible but
not proven that a two-party class based system, albeit its beingone of a
different form, emerged much earlier in Britain.7

In Table 4, we analyze how the party voting behavior changes over
time.8 We ask whether the working class voted Liberal more often than
other classes prior to the 1865 election and whether they did so in the
1865 and 1868 elections. The analysis is identical to the previous DID
analysis on split voting bar the difference in the outcome variable.
Again, the main coefficient of interest relates to the interaction variable

6Estimates showing this effect, and using corrected district level aggregate data, were
presented in earlier work by Carles Boix at the 2001 meetings of the Midwest Political
Science Association.

7As noted by Cox (1987, p. 162):

“At some point between the elector in 1851 who observed that, ‘as a tenant-
farmer, I well know that when we are given to understand which way our
landlord means to vote, and are canvassed by his steward and lawyer, we quite
understand which way we are expected to go,’ and the elector in 1951 who
asserted, rather more succinctly, ‘I would vote for a pig if my party put one
up,’ voting behaviour had clearly changed considerably."

8Our conclusions are robust to assigning the outcome variable value 0.5 if a voter casts a
split vote between the parties, although this slightly tones down the magnitude of the
estimates.
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between working class status and the latter time period. This can be
seen as a difference-in-differences estimate of the left voting amongst
the working class in the post 1865 era.

Consistent with the results on split ticketing, we find that during
the earlier period, working class status is a predictor of casting split
votes or voting Conservative rather than Liberal in Guildford and in
Sandwich. For Ashford there is also a positive correlation but this
finding is not statistically significant. In Ashford, in the 1865 and 1868
elections, the Liberal party became much more popular among the
middle class than in the earlier period and this change is statistically
significant. In Sandwich and Guilford, there is not much change in the
popularity of the Liberals among the middle class. However, in the
latter period, and in all three constituencies, the popularity of the
Liberals amongst the working class increased. This effect of main
interest is robust when including controls within all constituencies,
and the effect is of a similar magnitude across constituencies.

In order to interpret these coefficients, we again look at
specification (6) in Table 4. Prior to 1865, 52.3% (Constant = 0.523) of
the middle class voters voted Liberal in Sandwich and 45.1% of the
working class did so (Constant− 0.072). After and during 1865, 54.1%
of the non-working class voters voted Liberal (Constant + 0.018)
whereas 56.1% of the working class did so (the sum of all reported
coefficients). Thus, whereas the middle class Liberal support remained
the same, there was a substantial change in the behavior of the
working class. In sum, we observe an emerging alignment between the
working class and the Liberal Party that, as in the decline in split ticket
voting, predates the major institutional reforms of the late Victorian
era.

We visualize the estimation exercise of Table 4 in Figure 3. Again, a
similar visualization using regression residuals can be found in
Appendix A. When comparing pre-treatment trends between classes
with those concerning split voting (Figure 2), it is less clear that (with
respect to class voting) there are indeed common trends. This makes a
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causal interpretation of our findings with respect to the timing of the
class basis of partisan voting hard to defend. The second key
observation is that, typically, the Liberals were more popular among
the middle class than among the working class in the earlier period,
whereas in all constituencies the opposite was true in the latter period.
The increase in the Liberal vote share among the working class took
place already in 1865 and not only in 1868, that is, already before the
1867 reform.

In our supplementary materials (Appendix A), we repeat the
estimations using a sample of by-elections in Guildford (1858 and
1866) and Sandwich (1841, 1852, 1859 and 1866). In such elections, the
constituents were electing only one candidate to replace a politician
whose term was prematurely terminated (for example, due to the
politician passing away). Therefore, the voters did not have the
possibility to cast split votes and the analysis allows us to verify that
the observed change in Liberal voting is also present nevertheless. The
voting behavior of the working class voters changed in a very similar
way after 1865 even in by-elections.

An analysis of our data thus reveals that the probability of Liberal
voting was already significantly higher amongst working class voters
in 1865, prior to the introduction of the Second Reform Act and the
introduction of the Secret Ballot in 1872 that was introduced in part as
a way of reducing the political power of patrons over tenants.9 With
respect to British politics, this finding is significant in providing the
first solid evidence that support for the Liberal Party amongst the
enfranchised skilled working class predates the emergence of the more
progressive political parties or New Liberalism and was established
already during the Mid-Victorian era. That the genesis of the British
two-party class based system was already in place at this time suggests
that subsequent developments are related to this fact. For example, it
seems plausible that the emergence of a Liberal Party under Gladstone

9Studies of the introduction of the Secret Ballot elsewhere show strong evidence of its
impact on the voting behavior of relatively poor voters (Baland and Robinson 2008).
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with a radical reform program that appealed to the newly
enfranchised working class built on an existing alliance between
workers and Liberals and, in turn, reinforced this relationship.

In sum, we find evidence that two empirical trends – the party
orientation of voters and the class basis of party voting – predate the
defining institutional changes of the Victorian era. But while we do
find evidence of a strengthening link between class and voting
behavior, the regression coefficients are small compared to levels. It
appears that class-based voting was still in its infancy in the 19th
century. A common metric of class-based voting is the so-called Alford
index (Alford 1963). The measure is computed by subtracting the
percentage of middle class voters who vote for the liberal candidates
from the percentage of working class electors who vote for the liberal
candidates. Our data yields an Alford index roughly equal to -3.4 for
the period before the year 1864, and 4.4 after that. We can contrast our
numbers, for example, with those of Alford who studied British
opinion polls over the period 1952-1965. He found that the index
averaged around 40. Thus, factors other than class were potentially
more important for voting behavior in Victorian England.
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Table 4. Regression results on the association between working class
status and voting for the Liberals for pre- and post-1865 elections.

Panel A: Ashford

(1) (2)

1[Working class] 0.050 0.049
[0.079] [0.079]

1[Year≥1865] 0.422**
[0.062]

1[Working class] ×1[Year≥1865] 0.033 0.033
[0.090] [0.091]

Constant 0.253**
[0.055]

N 502 502
R2 0.17 0.17

Panel B: Guildford

(3) (4) (5)

1[Working class] -0.049 -0.037 -0.035
[0.026] [0.026] [0.026]

1[Year≥1865] -0.001
[0.035]

1[Working class] ×1[Year≥1865] 0.138** 0.126** 0.119**
[0.045] [0.045] [0.045]

Constant 0.395**
[0.022]

Notes: Table continued on the following page.
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Table 4. (continued) Regression results on the association between
working class status and voting for the Liberals for pre- and post-1865

elections.

Panel C: Sandwich

(6) (7)

1[Working class] -0.072** -0.064**
[0.020] [0.020]

1[Year≥1865] 0.018
[0.024]

1[Working class] ×1[Year≥1865] 0.092** 0.084**
[0.032] [0.032]

Constant 0.523**
[0.016]

N 6541 6541
R2 0.01 0.04

Panel D: All constituencies

(8) (9) (10) (11)

1[Working class] -0.062** -0.058** -0.056** -0.060**
[0.016] [0.016] [0.016] [0.016]

1[Year≥1865] 0.058**
[0.019]

1[Working class] ×1[Year≥1865] 0.101** 0.099** 0.103** 0.101**
[0.025] [0.025] [0.025] [0.025]

Constant 0.472**
[0.013]

N 10445 10445 10445 10445
R2 0.01 0.03 0.05 0.04
Year FE
Parish/Constituency FE
Year-Constituency FE

Notes: Only general elections are included. Outcome is a dummy for
casting a Liberal vote. Estimates are conditional on voting. Robust
standard errors clustered by voter are reported in brackets. * and ** denote
statistical significance at the 5% and 1% levels, respectively.
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4.4 Sensitivity Analysis and Discussion

4.4.1 Robustness Checks

As already noted, any causal claims that could be made with respect to
the behavior of working class voters, based on our DID estimates, rest
on the assumption of common pre-treatment trends. In Figure 4, we
formally test for common pre-treatment trends for both main
outcomes using the pooled data from all constituencies. We achieve
this by estimating the following model which resembles a typical
dynamic difference-in-differences specification:

yit = δ11[Working class]it + ∑
t
{δ2tYeart

+ δ3tYeart × 1[Working class]it}+ ζit. (2)

Figure 4 reports only the δ3t coefficients for each t. We set the base
year to 1859, i.e. the last year before our treatment period. The last
two coefficients (1865 and 1868) relate to the actual treatment period of
interest. That actual result of interest seems to be robust to allowing a
different coefficient for each year, since three out of four coefficients are
statistically significant. However, if the coefficients related to years prior
to 1865 were shown to be statistically significant, then the hypothesis of
common pre-treatment trends would be rejected. In one out of 14 cases,
this is in fact the case. While this may be an indication of potential
issues, it may also be due to multiple testing.

We provide further sensitivity analyses in Appendix B.
Importantly, we explore the robustness of our main results to
alternative social class divisions by reclassifying the voters mimicking
Eriksson and Goldthorpe’s (1992) five-class scheme as closely as
possible. This analysis reveals that the decline in split votes mainly
comes from non-skilled and skilled workers. Second, we verify that the
alignment with the Liberals happens among the non-skilled and
skilled workers. Third, we also show that the results are robust to
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excluding those voters who voted for the first time after the Second
Reform Act of 1867. One concern is that the results could be driven by
new voters being more liberal. However, our results suggest that this is
not the case.10 Finally, as we observe many of the voters multiple times
in the data, we can include voter fixed effects in the regression. This
does not change our key conclusions.

4.5 Ideological Appeal or Decline in Vote Buying?

What explains the development of the emergence of a party-oriented
electorate at this time? Or, as Duverger asked "how did we pass from
the system of 1850 to that of 1950"? Having shown that a key factor
(already in Mid-Victorian England) was an alignment of the working
classes with the Liberal Party, we next try to understand the
mechanisms that lie behind that alignment. According to Duverger,
the key factors that led to the emergence of party-oriented systems
were the extension of popular suffrage, the role of parliamentary
prerogatives, and the emergence of organized mass parties on the left
which connected with working class voters on basis of ideology.

We have shown that two empirical trends – the party orientation of
voters and the class basis of party voting – predate the major franchise
reform of 1867. By extension, it can not be the case that organized
mass parties played a role, for they did not exist at that time. As
shown by Hanham (1959), the process of developing national party
organizations able to support country-wide candidacies and
campaigning activities did not begin until after the Reform Act of
1867. Prior to this, political parties in the United Kingdom were
quintessential cadre parties, as defined by Duverger, namely coalitions
of legislators who voted together on issues and stood for election on a
common program. The need for parties to develop coherent programs

10See also Berlinski and Dewan (2011) who study the political consequences of a franchise
extension. They show that there is no evidence relating Liberal support to changes in
the franchise rules, although the Second Reform Act did affect electoral competition
and candidate selection.
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was enhanced by the decline in parliamentary prerogative and the
centralization of executive power that occurred a decade or so prior to
the major institutional reforms. It is plausible then that, on the basis of
such programs, and even in the absence of mass party organization, an
ideological affinity emerged between the skilled working classes and
the Liberal Party.

However, there is another plausible explanation that relates to the
fact that nineteenth century elections were characterized by the
presence of vote buying. Political parties and candidates offered voters
money or other types of benefits in exchange for their votes and even
gathered information on voters’ debts, crimes and infidelities to gain
leverage over them (Stokes et al. 2013; Camp, Dixit, and Stokes 2014).
As shown in several studies, the introduction of the secret ballot in
1872 led to a substantial decrease in vote buying (Cox 1987; Kam 2017).
Camp, Dixit, and Stokes (2014) argue that the changes in political and
economic environment before the ballot reform were also important.
As larger groups were enfranchised and the median income of the
electorate increased, bribing voters became more expensive and less
beneficial for the candidates. Closely related to these arguments, Cox
(1987) links the decline of vote buying in nineteenth century England
to the growth of electoral districts which also meant that a fixed
amount of money would buy a smaller proportion of votes. Moreover,
Cox argues that the power of individual MPs was declining during the
nineteenth century. For instance, while individual MPs were
previously processing private bills which conferred, for example,
divorces, canals and railroads, these among some other responsibilities
were moved to courts and bureaus. As local lords could benefit less
from having their own MP, the incentives to buy votes also became
smaller.

The argument that vote buying was a problem in Mid-Victorian
England but became less so towards the 1872 reform raises an
important question: Was the decline in split voting and working class
alignment with the Liberals merely due to vote buying becoming less
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common? We can shed some light on this question by focusing on the
behavior of occupational groups that were likely to be particularly
susceptible to vote buying. In particular, we identify occupational
groups that were prone to changing their voting behavior across
elections before 1865, and define volatile and consistent groups of
voters.11 In Appendix C we show that being a consistent working class
voter is only weakly associated with split voting after 1865. In contrast,
most of the decrease in split voting comes from voters belonging to the
volatile occupation groups who change their voting behavior. The
estimates are much larger in absolute terms and statistically highly
significant. This is perhaps what one would expect to see, if we have
indeed classified those groups affected by vote buying properly and
vote buying became less common during our post-treatment period.

Furthermore, we observe that both the consistent working class
and volatile working class voters aligned with the Liberals. The
estimates are positive and statistically significant and slightly larger for
volatile voters. We can then conclude that the working class alignment
with the Liberals cannot be completely explained by a decline in vote
buying. This suggests that other factors were also important. While we
do not directly observe the effect, the patterns in our data are
consistent with claims that working class voters were attracted to the
programmatic appeal of the Liberal Party. Stokes et al. have argued
that the diminishing role of agents reduced the advantages of vote
buying and thus led parties to develop different (ideological) appeals
that targeted groups of voters rather than individual ones. Such

11The previous literature on Victorian voting behavior has argued that some occupational
groups were more prone to vote buying than others and this is reflected in them
switching their voting behavior more (Andrews 1998). For instance, local lords could
pressure small entrepreneurs such as shopkeepers by threatening with boycotts if they
did not cast at least one vote for the lord’s candidate (Cox 1987). Hence, it is justifiable
to define the vulnerability to vote buying at the occupational instead of the individual
level. Another rationale for this choice is that an individual voter changing his voting
decisions once or twice may be entirely normal but a large fraction of voters in a
whole occupational group changing its voting behavior would lead one to suspect vote
buying. Moreover, more than one election would probably be needed to define the
likeliness of being affected by vote buying at the individual level. This would mean an
unnecessary loss of some data.
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programmatic appeals can be seen as a coordinated partisan response
to the institutional and socio-demographic changes that broke the
stranglehold of the brokers and aligned groups (or classes) of voters
with parties on the basis of ideology.

Recently, others have argued (alongside Stokes) that such
programmatic appeals are a critical element in political and economic
development (see Acemoglu and Robinson 2012, Chapter 11). For
example, Fujiwara and Wantchekon (2013) argue that programmatic
appeals can enhance welfare and use evidence from Benin that such
appeals are also optimal for candidates under some circumstances. We
view our analysis as complimentary to that of Stokes. Whereas she
provides case study evidence that parties were incentivized to develop
ideological appeals, ours is (we believe) the first quantitative analysis
that is consistent with the claim that voters responded to such appeals.

4.6 External Validity

The advantages of using rich data such as ours means that we can
avoid some pitfalls when making inferences from more aggregated
data. A limitation of our poll book data is that they cover only three
constituencies that may well differ from each other and from
unobserved constituencies. To assess the generalizability of our
findings, we contrast some patterns in our data to those in aggregate
data.12 We combine electoral data from Eggers and Spirling (2014)
with the 1861 census obtained from the UK Data Archive (Gatley et al.
2000).13

12In Appendix D, we also show that the composition of the electorate in our poll book
data is not drastically different to the composition in six other constituencies for which
we were able to obtain poll books for a more limited time period).

13The Eggers and Spirling data are available online at http://andy.egge.rs/data.html.
Besides limiting the data to constituencies that we could link with the census info,
we restrict the sample to constituencies that are present for more than five elections
between 1835 and 1868 (we omit the entire year 1832, because the data are relatively
scarce then). Moreover, we only include constituencies that are present in both our
before and after periods. These restrictions are needed to ensure comparison of how
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The first notion that arises from comparing the poll book data with
census data is that our constituencies have fewer working class
residents than is typical. In Figure 5, we report a histogram of working
class shares while marking the location of our three constituencies,
based on poll book data (Sandwich) or the census (Ashford and
Guildford), by vertical red lines. We use the 1861 census information to
measure the working class share in these constituencies, and include
only constituencies which have elections in 1859. The census is
available for Guildford, but not for Sandwich. For Ashford, we use the
census information from Kent, which Ashford is a part of.

Nevertheless, we also document tentative descriptive evidence that
patterns from our micro data exist may be present more broadly. We
report how the Liberal vote share evolves in municipalities in two
groups with above or below median share of working class in Figure
D3. This analysis attempts to graphically mimic our
difference-in-difference analysis at the aggregate level. Liberal voting
does not increase around 1865 in constituencies with less working class
population, unlike it does in working class dominant constituencies. In
Appendix D we show that the pattern is likely driven by low skilled
working class population. This evidence should be treated merely as
evidence given that none of the estimated effects turn out to be
statistically significant (not reported).

There are also other limitations: (i) the analysis takes places
between rather than within constituencies; (ii) we only observe
working class share for one census year; and (iii) the occupation
information in the census follows a more aggregate classification than
the poll book information, and (iv) we do not have information on the
share of eligible voters, neither overall nor (and in particular) within
each occupation. The last point implies that we cannot separate
whether a (possible) correlation between working class share and the
Liberal vote share is driven by voter alignment or by the eligibility to

voting behaviour evolves in the same constituencies over time. This leaves us with 117
constituencies.
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vote. For example, comparing across constituencies using aggregate
data one might find that working class share is negatively correlated
with Liberal vote share, even though, at the individual level, working
class voters are more likely to vote Liberal. This is due to the
possibility that, because of franchise restrictions, as the share of
working class in a constituency goes up then the share of middle class
voters goes up. We discuss this issue further in Appendix D.

4.7 Conclusions

In this paper, we have presented new evidence concerning the
emergence of party-oriented systems in which voters, or classes of
voters, align with parties on the basis of ideology. Recent work on
developing countries has reinvigorated debates surrounding how and
why such parties emerge and what are the welfare consequences.
However, very little is actually known about how such parties emerged
in the developed world. Much of what we know about the alignment
of voters with parties comes from mass surveys of the electorate in the
postwar period or from aggregate electoral data. Since techniques to
evaluate them were established after party-oriented systems emerged,
surveys will do little to help us understand the genesis of such systems
and possible path dependency. Inferences drawn from aggregate data
are also subject to several caveats and this is particularly so when
assessing voting data when franchise restrictions are in place. Indeed,
as we have shown, when assessing the propensity of specific groups to
vote for particular parties, we are unable to separate whether
correlations are driven by voter alignment or by the eligibility to vote
within that group.

Our paper has instead shed some new light on the emergence of
party-oriented systems using individual elector level panel data from
the nineteenth century UK poll books. Evidence based on this data
shows that the electorate was party-centered by the time of the major
franchise reform and that the decline in candidate-centered voting is
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largely attributable to changes in the behavior of the working class who
aligned with the Liberal left. Furthermore, the evidence suggests that
this alignment was based on programmatic appeal.

More general lessons stem from our analysis and these are relevant
both for understanding party development in the developed and
developing world. With respect to the former, our analysis suggests
that the genesis of Britain’s class based two-party system can be found
almost a century before the survey based evidence of its existence (and
subsequent decline). Indeed, as we have argued, it is plausible that the
early orientation of working class voters to the Liberals stimulated the
later development of class alignment and that similar historical
patterns exist elsewhere. Intriguingly, the emergence of the observed
pattern of partisan and class alignment occurred in the absence of
parties with any semblance of organization within the electorate and
seems to have been formed on the basis of programmatic appeal. This
speaks to recent findings by Wantchekon (2003) and Fujiwara and
Wantchekon (2013) who present evidence that programmatic politics
can be a viable alternative to clientelistic forms of engagement in the
developing world where party organiszation is thin on the ground.
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Appendix A: Additional Figures and Tables

We report election results for each election in our poll book sample
in Table A1. Importantly, the number of candidates remains relatively
constant throughout the time period we study. There are typically three
or four candidates running for two seats. Therefore, it ought to be
less likely that our findings would be driven merely by changes in the
candidate pool.

Figures A1 and A2 plot DID graphics using residuals from
regressions where we net out year dummies. The graphs reflect the
patterns we saw in corresponding illustrations in the main text.

Finally, Table A2 shows estimation results using a sample of
by-elections in Guildford (1858 and 1866) and Sandwich (1841, 1852,
1859 and 1866). In such elections, the constituents were electing only
one candidate to replace a politician whose term was terminated
prematurely (for example, due to the politician passing away).
Therefore, the voters did not have the possibility to cast split votes and
the analysis allows us to verify that the observed change in Liberal
voting is also present nevertheless. Table A2 demonstrates that the
voting behavior of the working class voters changed very similarly
after 1865 even in by-elections.
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Table A2. Regression results using data from by-elections.

(1) (2) (3) (4)

1[Working class] -0.063** -0.050* -0.050* -0.050*
[0.023] [0.022] [0.022] [0.022]

1[Year≥1865] -0.105**
[0.022]

1[Working class] ×1[Year≥1865] 0.149** 0.134** 0.135** 0.135**
[0.029] [0.029] [0.029] [0.029]

Constant 0.548**
[0.018]

N 5167 5167 5167 5167
R2 0.01 0.04 0.04 0.04

Notes: Only by-elections in Guildford (1858 and 1866) and Sandwich
(1841, 1852, 1859 and 1866) are included. Outcome is a dummy for
casting a liberal vote. Estimates are conditional on voting. Robust
standard errors clustered by voter are reported in brackets. * and **
denote statistical significance at 5% and 1% levels, respectively.
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Appendix B: Additional Sensitivity Checks

We provide additional robustness analysis in this Appendix. We begin
by exploring sensitivity of our main results to alternative social class
divisions by reclassifying the voters mimicking Eriksson and
Goldthorpe’s (1992) five-class scheme as closely as possible (see also
Ganzeboom and Treiman 1996). As a minor deviation, we include a
sixth class, the landed gentry. First, we show in Table B1 that the
decline in split votes comes mainly from non-skilled and skilled
workers. Second, we verify in Table B2 that the alignment with the
Liberals happens among the non-skilled and skilled workers. Tables B3
and B4 demonstrate how our middle and working classes and different
occupations map into the Eriksson-Goldthorpe classification.

In Table B5, we study whether the results are robust to excluding
those voters from the sample who voted for the first time in 1868
elections in Ashford or Sandwich. While the fact that original poll
book data for Sandwich excluded voters enfranchised in 1867 implies
that results concerning Sandwich should not be attributed to the
reform, there are some voters who were eligible to vote before but did
not exercise their right to do so. The results remain the same after
excluding these voters from the estimation sample.

We observe some of the voters multiple times and some of them
move between social classes. Thus, it is possible to include voter fixed
effects in our estimations.14 We study the robustness of our results to
including these fixed effects in Table B6. The results concerning split
voting are very similar even after the voter fixed effects are included.
However, the coefficient of the interaction term is slightly toned down
in the case of Liberal voting once the fixed effects are introduced.

14We include only voters who are observed at least twice in this analysis. This changes
our estimation sample slightly.
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Table B1. Split voting using Eriksson-Goldthorpe classification.

(1) (2) (3) (4)

1[Non-skilled worker] 0.076** 0.068** 0.057** 0.075**
[0.019] [0.019] [0.017] [0.019]

1[Skilled worker] 0.100** 0.095** 0.068** 0.100**
[0.016] [0.016] [0.014] [0.015]

1[Farm worker] 0.087** 0.086** 0.087** 0.080**
[0.029] [0.029] [0.026] [0.028]

1[Petty bourgeoisie] 0.036* 0.033* 0.011 0.034*
[0.017] [0.017] [0.016] [0.017]

1[White-collar worker] 0.077** 0.067** 0.037* 0.072**
[0.020] [0.020] [0.018] [0.019]

1[Year≥1865] -0.086**
[0.018]

1[Non-skilled worker] ×1[Year≥1865] -0.057* -0.048 -0.075** -0.051
[0.028] [0.028] [0.028] [0.028]

1[Skilled worker] ×1[Year≥1865] -0.080** -0.076** -0.094** -0.076**
[0.022] [0.022] [0.021] [0.021]

1[Farm worker] ×1[Year≥1865] -0.035 -0.032 -0.048 -0.023
[0.040] [0.040] [0.039] [0.039]

1[Petty bourgeoisie] ×1[Year≥1865] -0.023 -0.020 -0.034 -0.016
[0.023] [0.023] [0.023] [0.023]

1[White-collar worker] ×1[Year≥1865] -0.055* -0.044 -0.063* -0.041
[0.028] [0.028] [0.028] [0.028]

Constant 0.141**
[0.013]

N 10445 10445 10445 10445
R2 0.03 0.06 0.12 0.08
Year FE
Constituency FE
Year-Constituency FE

Notes: Only general elections are included. Outcome is a dummy for casting
a split vote. Estimates are conditional on voting. Data from all three
constituencies are pooled together. Robust standard errors clustered by voter
are reported in brackets. * and ** denote statistical significance at 5% and 1%
levels, respectively.
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Table B2. Liberal voting using Eriksson-Goldthorpe classification.

(1) (2) (3) (4)

1[Non-skilled worker] -0.070* -0.066* -0.056 -0.071*
[0.031] [0.031] [0.031] [0.031]

1[Skilled worker] -0.037 -0.040 -0.019 -0.043
[0.026] [0.026] [0.026] [0.026]

1[Farm worker] -0.051 -0.056 -0.058 -0.053
[0.042] [0.041] [0.041] [0.041]

1[Petty bourgeoisie] 0.050 0.042 0.059* 0.041
[0.030] [0.030] [0.029] [0.030]

1[White-collar worker] -0.017 -0.025 -0.002 -0.029
[0.032] [0.032] [0.032] [0.032]

1[Year≥1865] 0.045
[0.037]

1[Non-skilled worker] ×1[Year≥1865] 0.111* 0.105* 0.106* 0.087
[0.052] [0.052] [0.052] [0.052]

1[Skilled worker] ×1[Year≥1865] 0.121** 0.126** 0.123** 0.108*
[0.042] [0.042] [0.042] [0.042]

1[Farm worker] ×1[Year≥1865] 0.071 0.073 0.076 0.052
[0.064] [0.064] [0.063] [0.063]

1[Petty bourgeoisie] ×1[Year≥1865] 0.004 0.010 0.005 -0.013
[0.046] [0.046] [0.046] [0.047]

1[White-collar worker] ×1[Year≥1865] 0.034 0.039 0.027 0.005
[0.052] [0.052] [0.051] [0.052]

Constant 0.455**
[0.023]

N 10445 10445 10445 10445
R2 0.02 0.04 0.05 0.04
Year FE
Constituency FE
Year-Constituency FE

Notes: Only general elections are included. Outcome is a dummy for
casting a Liberal vote. Estimates are conditional on voting. Data from all
three constituencies are pooled together. Robust standard errors clustered
by voter are reported in brackets. * and ** denote statistical significance at
5% and 1% levels, respectively.
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Table B4. Mapping between Eriksson-Goldthorpe and two-class
classification.

Middle class Working class

Farm workers 0 546
Non-skilled workers 0 1291
Skilled workers 0 4203
Petty bourgeoisie 1969 0
White-collar workers 1250 0
Landed gentry 1186 0
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Table
B

6.R
egression

results
including

voter
fixed

effects.

Split
vote

Liberalvote

(1)
(2)

(3)
(4)

(5)
(6)

1[W
orking

class]
0.069**

0.034
0.034
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-0.057*

-0.057*
[0.023]

[0.024]
[0.024]

[0.026]
[0.025]

[0.025]
1[Year≥

1865]
-0.076**

-0.003
[0.016]

[0.017]
1[W

orking
class]

×1[Year≥
1865]

-0.044*
-0.038

-0.038
0.042

0.037
0.037

[0.022]
[0.022]

[0.022]
[0.023]

[0.023]
[0.023]

N
8923

8923
8923

8923
8923

8923
R

2
0.43

0.47
0.47

0.68
0.71

0.71
Year

FE
Year-C

onstituency
FE

N
otes:

O
nly

general
elections

are
included.

O
nly

voters
w

ho
are

observed
at

least
tw

ice
are

included
in

the
estim

ation
sam

ple.
A

llregressions
include

voter
fixed

effects.
Estim

ates
are

conditional
on

voting.
D

ata
from

all
three

constituencies
are

pooled
together.

R
obust

standard
errors

clustered
by

voter
are

reported
in

brackets.
*

and
**

denote
statisticalsignificance

at
5%

and
1%

levels,respectively.
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Appendix C: Vote Buying Analysis

This Appendix discusses the details of our vote buying analysis. To
identify occupational groups that were more susceptible to vote
buying, we define a procedure that builds upon arguments made in
previous research that radical inconsistencies or volatility in voting
behavior across different elections can be treated as an indication of
vote buying (see Andrews 1998).15

First, we define a dummy for changing voting behavior from the
previous election for each voter. This dummy gets value one if a voter
switches from Conservative (Liberal) to Liberal (Conservative) or split
vote or from split vote to Conservative or Liberal vote. Then, we
compute the average of this measure for all occupations using data
from the period before 1865, i.e. our pre-treatment period. The
measure serves as a proxy for the propensity to be affected by vote
buying. Finally, we define a dummy for belonging to a group likely
affected by vote buying by splitting the sample by different thresholds
(50th and 75th percentile) in the average volatility measure.

The group of volatile voters includes both working and middle
class. A slight majority, roughly three out of five, of these volatile
voters belong to the former. Voters classified as volatile often work as,
for instance, small entrepreneurs such as shoe makers, dealers,
innkeepers and tailors and laborers. Indeed, these occupations overlap
partially with those groups that Andrews (1998) suspects were more
likely affected by vote buying in Sandwich.

15Andrews (1998) writes that radical changes in voting behaviour is not itself an
indication of vote buying. However, he also notes that certain occupational groups
were more likely to switch their electoral behaviour across elections and speculates
that these voters were a group of people who “might be very glad of the additional
income that a well-placed bribe, however neatly colored, might provide".
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We employ the pooled data set consisting of all three constituencies
and estimate equations of form

yit =λ + θ11[Working class]it + θ21[Volatile voter]it

+ θ31[Year ≥ 1865]t + θ41[Working class]it × 1[Year ≥ 1865]t

+ θ51[Year ≥ 1865]t × 1[Volatile voter]it + ηit. (1)

Contrary to our previous estimations, we redefine the working class
dummy so that the class includes only consistent voters (who are less
likely to be affected by vote buying). We can then interpret the
coefficients for the group dummies and their year interactions as
effects relative to those amongst middle class voters who were
consistent in their voting behaviour.

The estimation results are shown in Tables C1 (split voting) and C2
(Liberal votes). The first conclusions that we can draw from these tables
are in line with results discussed in previous sections. First, we find that
being a consistent working class voter is a strong and robust predictor
of split and Liberal voting prior to the 1865 elections (the coefficient
related to the Working class variable), the coefficients being statistically
significant and positive and negative, respectively. Second, split voting
goes down for all voters (the coefficient related to 1[Year ≥ 1865]t) in
elections during and subsequent to 1865.

Here, however, our question of interest is what happens to working
class and volatile voters’ behavior in 1865 and after, i.e. the coefficients
related to the interaction terms. First, it appears that being a consistent
working class voter is only weakly associated with split voting after
1865. The estimated coefficients are rather small, around 2− 3%. On
the contrary, most of the decrease in split voting comes from volatile
voters who change their voting behavior. The estimates are much larger
in absolute terms and statistically highly significant. This is perhaps
what one would expect to see, if we have indeed classified those groups
affected by vote buying properly and vote buying became less common
during our post-treatment period.
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In Tables C3 and C4, we re-estimate equation (1) but split the group
of volatile voters into volatile working class voters and volatile middle
class voters, and contrast their and consistent working class voters’
outcomes to those of consistently voting members of the middle class.
These tables show that the effects for the volatile voters mainly come
from the volatile working class voters changing their behavior.
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Table
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Appendix D: External Validity

This appendix reports additional analyses on external validity of our
results. First, we explore the aggregate patterns further by grouping
the working class into low skilled occupations (laborers and workers in
agriculture, mining, and domestic service), and high skilled
occupations (building, manufacturing, and transportation workers).
The latter group will contain a larger share of eligible voters. Figure
D3 attempts to graphically mimic our difference-in-difference analysis
at the aggregate level. We report how the Liberal vote share evolves in
municipalities in two groups with above or below median share of low
(or high) skilled working class. Liberal voting does not increase
around 1865 in constituencies with a large share of high skilled
working class (Panel A), unlike it does in constituencies with more low
skilled working class (Panel B). Given this, the main results of this
paper concerning the alignment of the working class with the left
seems more likely to generalize to the behavior of low skilled working
class.

Comparing across constituencies using aggregate data one might
find that working class share is negatively correlated with Liberal vote
share, even though, at the individual level, working class voters are
more likely to vote Liberal. This is due to the possibility that, because
of franchise restrictions, as the share of working class in a constituency
goes up then the share of middle class voters goes up. We construct a
proxy of voter eligibility share as the total votes in constituency
divided by the number of adult males who gain wages in year 1861.
Since women and men who received no wages were disenfranchised
the numerator is never larger than the denominator. Figure D1
illustrates a negative correlation between working class population and
enfranchised population. In Figure D2, we show that the share of
low-skilled working class is indeed negatively correlated with
eligibility, whereas the share of high-skilled is positively correlated.
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For the sake of clarity, the figures show binned averages within twenty
bins with equal number of observations and linear fits.

Finally, to further explore how the voters in our data compare with
constituents in other constituencies, we report the distribution of
different social classes in our data and six other constituencies for
which we were able to acquire poll books with occupational
information (see Table D1). These are Sheffield (two elections in 1852
and 1857; White and Arthur 2001), Barnstaple (three elections in
1847-1857), Beverley (elections in 1857 and 1859), Cambridge (three
elections in 1847-1857), Gloucester (two elections in 1857 and 1859),
and Maldon (two elections in 1847 and 1852). The social class
composition of the voters in our poll book data does not drastically
differ from that in the six other constituencies for which we were able
to obtain some poll book information.
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Figure D1. Working class and share of eligible voters.

Table D1. Distribution of social classes in poll books of nine
constituencies.

Working classes Middle classes
Non-skilled Skilled Farm Petty White-collar Landed

Constituency workers workers workers bourgeoisie workers gentry
Ashford 0.09 0.36 0.07 0.24 0.19 0.05

Barnstaple 0.10 0.39 0.06 0.21 0.13 0.11
Beverley 0.17 0.45 0.11 0.12 0.07 0.08

Cambridge 0.11 0.43 0.04 0.19 0.16 0.06
Gloucester 0.13 0.43 0.03 0.19 0.16 0.06
Guildford 0.11 0.46 0.03 0.19 0.14 0.07

Maldon 0.38 0.27 0.12 0.12 0.06 0.05
Sandwich 0.13 0.38 0.06 0.18 0.10 0.14
Sheffield 0.0032 0.47 0.05 0.27 0.13 0.08
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Figure D2. High- and low-skilled working classes and eligible voters.
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Figure D3. Liberal vote share in constituencies with above and below
median share of high- and low-skilled working class occupations

among the wage earning adult male population.
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CHAPTER 5

Class, Social Mobility, and
Voting: Evidence from

Historical Voting Records

5.1 Introduction

That social class is a determinant of voting behavior is (arguably) the
most established stylized fact in political science. Commenting on the
immediate post-war period in the United Kingdom, Pulzer famously
argued that “Class is the basis of British party politics; all else is
embellishment and detail." (Pulzer 1967, p. 98). And yet, compelling as
it might appear, the evidence for class voting is not conclusive. It either
comes from a descriptive analysis of survey data, showing correlations
between social background and voting, or from aggregate data.
Neither approach can provide any clear proof of a causal relationship
between these factors. Inferences from aggregate data are subject to
the well-understood ecological fallacy, whereas measurement error in
survey responses may correlate with unobserved individual-level

This chapter is coauthored with Torun Dewan, Christopher Kam, and Janne Tukiainen.
We thank Henry Thomson and participants in the 2018 APSA Annual Meeting in
Boston for discussions.
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characteristics. Moreover, neither approach sheds any light on the
mechanisms explaining the observed correlations in these data. Do
people from the same class vote the same way because they are
socialized into a set of stable attitudes and opinions, or because they
share similar material interests? Butler and Stokes argued, in their
seminal book Political Change in Britain (and in line with the so-called
Michigan model), that class voting reflected socialized political
behavior.1. By contrast, Przeworski and Sprague, amongst others,
viewed voting as an expression of class interest and the evidence of it
as consistent with voters forming cross-class alliances.2 Both
mechanisms, socialization and material self-interest, will yield similar
cross-sectional correlations. And thus, such data would not allow them
to be distinguished from one another.

The ideal data to explore the causal effect of social background on
voting and the mechanisms behind them consist of observed
individual records of voting that can be matched with that on an
individual’s employment record. We study the relationship between
class, social mobility, and voting behavior using unique
individual-level historical administrative voting records from

1Social psychologists have argued that participation in different social-class contexts
gives rise to culture-specific selves and patterns of thinking, feeling, and acting
(Stephens et al. 2014; Manstead 2018). The persistence of various social norms and
culture has also been documented in the economics literature (Alesina, Giuliano, and
Nunn 2013; Nunn and Wantchekon 2011). Piketty (1995) explains why individual
mobility experience and not only current income matter for political attitudes and
how persistent differences in perceptions about social mobility can generate persistent
differences in attitudes.

2The notion that voters act according to shared class interests relates to the theory
of economic voting that encompasses a wide range of models and, at its core, is
the assertion that voters’ expected utility depends on economic conditions which
consequently determine their voting behavior. A straightforward notion is that of
pocketbook voting which asserts that voters evaluate candidate promises based on
their individual circumstances and their evaluations of how different prospective
governments will affect them. This view underpins Downs’ celebrated economic theory
of democracy (Downs 1957) and extensions thereof, such as the Meltzer and Richard
(1981) model. In that model, a voter’s choice between parties offering different levels of
redistribution is pinned down by his/her position in the income distribution. Their key
result, which stems from this core assumption, is that the overall level of redistribution
depends on aggregate income measures (the difference between the mean and the
median).
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nineteenth-century England. Prior to the introduction of the secret
ballot in 1872, voting was public and sometimes recorded alongside
other information, including social background, in so-called poll
books. These poll books provide us with a novel and reliable window
into actual individual political behavior and allow us to examine how
this is affected by changes in an individual’s circumstances.

Indeed we find that a union of the landed gentry, farm workers,
non-skilled workers and white-collar workers voted, on average, more
for the Conservatives. Petty bourgeoisie and skilled workers, on the
other hand, were more likely to cast their votes for Liberal candidates.
This finding is in line with the prediction that social class influences
vote choice in a cross-section of our data. While it is perhaps surprising
to find such clear patterns in nineteenth century England, our findings
nevertheless corroborate depictions in earlier historical work.3

Social mobility measures at the individual level allow us to
separate the effect of class that is due to patterns of socialization from
that which arises due to material self interest. Social background
factors are reflected in persistent political preferences (Clifford and
Heath 1993; Clark and D’Angelo 2013) and thus, socialization suggests
that the immediate effect of social mobility on individual vote choice
will be non-existent. If, by contrast, voting is determined by material
self interest, then a change in class should lead to a change in
individual voting patterns. We can distinguish these factors as our
data include observations of the same individuals over time. We show
that changing economic status from one class based voting coalition to
another is indeed a predictor of vote choice.

3For example, Cornford (1998) points out that the Conservative Party was
predominantly the country party representing the interests of the agricultural
community as a whole, on the assumption that "the interest of the labourer, the tenant
farmer, and the landlord was one". He argues that white-collar workers often had
minimal contact with the working classes but a great deal with their social superiors
who were conservatives, thus potentially aligning them with the Tories. The Liberals
who supported free trade were an attractive alternative for those members of the
working classes and the petty bourgeoisie who viewed the protectionism, alongside
with high spending and high taxes, of the late eighteenth and early ninteenth centuries
mainly as a device for promoting the interests of the landed gentry (Howe 1997).
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Besides studying the relationship between social class and voting
behavior and the effect of within-individual social mobility, we explore
whether the effects depend on the direction of mobility. In their seminal
work, Lipset and Bendix (1959) used aggregate data from five industrial
countries to show that upwardly mobile voters tended to conform to the
patterns of their class of destination while downwardly mobile ones
tended to retain the patterns of their class of origin. They argued that
these directional effects in their data were consistent with the claim that
upwardly mobile voters acted according to their economic self-interest.
Using individual-level data, we find clear evidence that the relationship
between social mobility and voting depends on the direction of mobility.

Exploring this issue further, we test whether voters gradually adopt
the views of their new class.4 While our sample (of voters for whom we
observe more than two episodes of voting) is small, we do not find any
strong evidence that this is the case. Finally, we check whether those
voters who change class are already different in their voting behavior.
This would be so if, as hypothesized by Alesina and La Ferrara (2005),
expectations of future social status affect political preferences.

5.2 Institutional Context and Data

5.2.1 Elections in Victorian England

Elections in Britain in the Victorian period under investigation took
place under the first-past-the-post voting system that is still in place
today. Whilst some constituencies were single-member districts, most
constituencies elected two candidates. A few elected even three or
four. In districts that elected more than one candidate, voters were
allowed to cast one vote per seat. In those cases, it was even possible to
split a vote between candidates from different parties. From around

4For example, Ali and Lin (2013), among others, argue that social pressure is an
important determinant of political behavior, especially in environments where such
behavior is visible (as arguably in our case as we will see). Such pressure, along with
a possible gradual assimilation of the norms of the new class, suggests that possible
changes in the class voting behavior due to social mobility occur over time.
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1850, constituency elections were contested by candidates who aligned
with one of two major parties, the Conservatives and the Liberals. The
Liberals brought together a loose coalition of mainly Whigs, Radicals
and Peelites. By the year 1860, they formed a more cohesive
parliamentary block. Throughout the analysis, we classify these all as
Liberals.

We will focus on the period between two key institutional reforms,
the Great Reform Acts. The first of these, introduced in 1832, increased
the representation in the industrialized cities, and took away seats
from the so-called rotten boroughs with small voting populations. The
Representation of the People Act, otherwise known as the Second
Reform Act, was passed by Parliament on August 15th, 1867. The
Second Reform Act extended the franchise to an even larger share of
the male population.

5.2.2 Poll Book Data

We draw data from general elections in nine British constituencies.
Data for Ashford (elections in 1852 and 1857), Guildford (six elections
in 1835-1857), Sandwich (five in 1835-1859) and Sheffield (two elections
in 1852 and 1857) are available in the UK Data Archive (for more
detailed information, see Appendix A). Moreover, we have acquired
poll books from five additional constituencies. These are Barnstaple
(three elections in 1847-1857), Beverley (elections in 1857 and 1859),
Cambridge (three elections in 1847-1857), Gloucester (two elections in
1857 and 1859) and Maldon (two elections in 1847 and 1852).

With the exception of Ashford, the poll books include information
on voters’ occupations. We have merged the Ashford data to censuses
and other registries to define voters’ occupations. For other available
digitized poll books that did not contain occupation, the digitized
census was not available.

We use occupation information in the original data to classify the
voters into working and middle classes. A key difference between the
classes is whether work is manual or non-manual. Middle class voters
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are typically, for example, members of the nobility, lawyers, priests,
innkeepers, publicans and traders, while some common occupations
among the working class voters are carpenter, shoe maker, baker, tailor,
butcher and laborer. The division roughly follows a divide between
manual versus non-manual occupations. We divide the working class
voters further into skilled and non-skilled workers and farm workers,
and the middle class workers into petty bourgeoisie and white-collar
workers following the five-class adaptation of the Eriksson-Goldthorpe
classification. Moreover, we include an additional class of landed gentry
(gentlemen, esquires etc.), i.e., landowners who could live entirely from
rental income.

While Andrews (1998) shows that poll book data may contain some
errors, they are so rare that they will be insignificant for any empirical
analysis. The main limitations are, in fact, that the information content
of the poll books is somewhat limited and that they are currently
available electronically only for a very few districts. Previously, poll
book data have been used mainly in historical research (Drake 1971;
Speck and Gray 1970; Phillips (1991); Phillips and Wetherell 1995),
where the empirical analysis has been very elementary in nature.
Dewan, Meriläinen, and Tukiainen (2018) employ poll book data to
analyze partisan alignment in the 1860s. They found that the working
class started to align with the Liberals in the 1860s but not before. We
restrict all of the data in this paper to pre-date this change and thus,
our sample includes the years 1833-1863. This period does not contain
any reforms or other major changes in the political environment (see
Cox 1987).

Appendix A shows descriptive statistics on our data. Moreover, we
show that our sample of nine constituencies seems quite representative
of England as a whole.
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5.3 Empirical Analysis

5.3.1 Class-Based Voting

To study how social class is associated with voting behavior, we
regress the vote choice Voteit—Liberal, Conservative or split vote (a
vote split between Liberal and Conservative candidates), depending on
the specification—on a dummy for belonging to a certain class.5 We
also analyze the outcome of changing voting behavior between two
elections to see if class is correlated with volatility in voting behavior.
More formally, our baseline regression equation takes the form

Voteit = ∑
j

β jClassj,it + λt + λc + ε it, (1)

where Classj,it are different social classes depending on the
specification. The estimates of our interest are β̂ j which will tell us
how a voter belonging to a certain class j did, on average, vote relative
to the reference group. We include year and constituency fixed effects
(λt and λc) to control for time and location specific effects.

We study differences in voting between the working class and the
middle class (Panel A of Table 1). Moreover, there may be a substantial
within-class variation in how the voters behave at the polling booths,
and these differences could be masked behind the average effects.
Thus, we also split the middle class into petty bourgeoisie, white-collar
workers and landed gentry, and the working class into skilled workers,
non-skilled workers and farm workers, and incorporate these variables
in our regression analysis (Panel B of Table 1).

Panel A of Table 1 delivers some support for a relationship between
class and voting behavior, working class voters potentially being more
likely to cast liberal (or split) votes than conservative votes. However,
the association between class and voting behavior is not a strong one –

5We complement this set of outcomes with an alternative outcome variable that gets the
value 0, 0.5 or 1, depending on whether the voter casts a Conservative, split or Liberal
vote, respectively.
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while the point estimates are statistically significant, they are not
particularly large.6

Panel B of Table 1 reveals that the small effects are at least partially
driven by heterogeneity in voting behavior within the two broad
classes. For instance, we see that farm workers are 12.5 percentage
points less likely to vote Liberal and 10.1 percentage points more likely
to vote Conservative than skilled workers (reference group), even
though farm workers are all included in the working classes. By and
large, the pattern that emerges is a union of the landed gentry, farm
workers, non-skilled workers and white-collar workers voting on
average relatively more for the Conservatives, and petty bourgeoisie
and skilled workers relatively more for the Liberals in a cross-section.7

5.3.2 Socialization or Class Interest?

Our elector-level panel data provide a unique opportunity to analyze
the relationship between social mobility and voting behavior. Overall,
we observe 680 voters whose class status changes between two general
elections, which provides us with a window to study whether a
change in class leads to a change in vote choice. Many of the class
changes reflect upward social mobility from the working class to the
middle class (N = 447), but there is also a fair number of voters who

6The literature often employs some version of the Alford index of class voting to measure
the magnitude of class-based voting (Alford 1963). The measure is computed by
subtracting the percentage of middle class voters who vote for the liberal candidates
from the percentage of working class electors who vote for the liberal candidates. Our
data yield an Alford index roughly equal to zero. We can contrast our numbers, for
example, with those of Alford who studied British opinion polls over the period 1952-
1965. He found that the index averaged around 40. Thus, our data suggest that class-
based voting was, if anything, in its infancy in the nineteenth century. This is in line
with early research conducted using aggregate data or interviews with pre-1918 voters
that concluded that the social class of voters had a small impact on voting behavior but
other factors were potentially more important.

7Table B1 shows that most of the correlations between class and vote choice persist even
after controlling for the lagged dependent variable.
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Table
1.(continued)

C
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are downwardly mobile (N = 233).8 Table 2 shows a more detailed
transition matrix with class-by-class changes.

In order to understand how these changes are associated with voting
behavior, we (i) restrict our attention to voters who are observed at least
twice in the data, and (ii) regress the vote choice outcomes on indicators
for moving upwards or downwards, and a dummy for being a working
class voter.9 That is to say, we estimate

Voteit = ∑
k

δ1kChangek,it + ∑
j

δ2jClassj,it + λt + λc + ηit. (2)

Coefficient δ1k will tell us how those voters who moved to a certain
class (captured by dummies Changek,it) voted relative to the reference
class. We include dummies for the classes of origin (Classc,it), leaving
one class out as the reference group.

Table 3 reveals that those who change class status, indeed, change
their voting behavior (columns (1), (6), and (11)). The fact that we do not
find any evidence of a persistent class background effect suggests that
the patterns in our data are driven by material self interest rather than
socialization. In Panel A, we consider movements between middle and
working classes and show that, perhaps somewhat counter-intuitively,
moving upwards in the class hierarchy is associated with an increased
tendency of voting for Liberal candidates, but moving downwards has
no statistically significant effect. Although we find evidence that the
direction of mobility plays a role, the observed pattern may reflect that
we have less downward mobile observations.

There may be an underlying within-class heterogeneity in the
effects and, thus, we again split the working and middle classes into
more detailed groups in Panels B and C. Moreover, for a clear
interpretation of the coefficients, we divide our sample into two by the

8W. M. Broomfield from Guildford, for instance, was a shoe maker in the election of
1835, making him a skilled worker in the working class. In 1837, he stated that he was
a gentleman, a part of the landed gentry, or the middle class. Thus, he moved upwards
in the social hierarchy.

9We omit Ashford from this analysis given that changes in class status are rather poorly
measured.
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voters’ initial (middle or working) class status to estimate the effects
only relative to those who stay in their class of origin. Then, we run
two separate regressions on these subsets of the data.10 By omitting all
who are constantly middle class from the upward mobility regressions,
the coefficients of interest tell us if those who move upwards vote
differently from those who stay in the working class. In Panel B, our
estimation sample includes only those voters who were working class
in the previous election in which they voted. In Panel C, we conduct a
similar exercise including voters who were middle class in the
previous election in which they voted. We find a pattern that is largely
consistent with the union of the landed gentry, farm workers,
non-skilled workers, and white-collar workers voting on average
relatively more for the Conservatives, and petty bourgeoisie and
skilled workers relatively more for the Liberals in a cross-section.
However, one exception to this pattern is those who switch from
working class to white-collar workers.

For example, a change from working class in general to the petty
bourgeoisie predicts a 7.2 percentage point increase in the propensity
to vote for the Liberals. This effect combines the three more detailed
effects of moving from skilled, non-skilled or farm workers to petty
bourgeoisie (see Figures A6 and A7) weighted by the number of
respective transitions in the data (see Table 2). 53% of those voters who
remained in the skilled working class voted for the Liberals (the
reference group mean in column (7)), whereas both for the remaining
farm workers and non-skilled workers the baseline is 46%. Thus, we
can conjecture, for example, that switching from working class to petty
bourgeoisie from either farmer or non-skilled worker makes you about
as likely to vote Liberal as if you had always belonged to that class.11

10For estimations focusing on movements from one class to another, see Appendix
Figures B1-B3.

11That is, from column (12) we see that around 52% of the petit bourgeois voters who
have remained in that class voted Liberal, whereas assuming that the 7.2 percentage
point average effects apply equally to non skilled and farm workers, becoming petit
bourgeois from either class increases your likelihood of voting Liberal to about 52%
from a baseline of 45%.
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Table
3.(continued)

Socialm
obility

and
voting

behavior.

PanelC
:Effect

of
m

oving
to

farm
w

orker,skilled
or

non-skilled
w

orkers

C
hange

in
vote

Liberal
C

onservative
Liberal(alt.)

Split

(11)
(12)

(13)
(14)

(15)

C
hange

to
farm

w
orkers

-0.100
-0.076

0.123
-0.099

-0.047
[0.079]

[0.091]
[0.098]

[0.092]
[0.046]

C
hange

to
non-skilled

w
orkers

0.142**
-0.031

-0.028
-0.001

0.059
[0.062]

[0.066]
[0.070]

[0.064]
[0.046]

C
hange

to
skilled

w
orkers

0.048
0.027

-0.070
0.049

0.043
[0.038]

[0.042]
[0.043]

[0.040]
[0.029]

Landed
gentry

-0.023
0.001

0.025
-0.012

-0.025*
[0.020]

[0.026]
[0.026]

[0.025]
[0.014]

Petty
bourgeoisie

-0.001
0.071***

-0.066***
0.068***

-0.006
[0.017]

[0.022]
[0.022]

[0.021]
[0.012]

N
4097

4097
4097

4097
4097

R
2

0.06
0.05

0.03
0.03

0.10
R

eference
group

m
ean

0.27
0.45

0.43
0.51

0.12

N
otes:

T
he

reference
groups

are
m

iddle
class

(Panel
A

),
skilled

w
orkers

(Panel
B),

and
w

hite-
collar

w
orkers

(Panel
C

).The
change

in
vote

is
equal

to
one

if
a

voter
sw

itches
his

vote
betw

een
C

onservative
or

Liberalplum
per,or

Splitbetw
een

tw
o

elections,and
zero

ifhe
votes

consistently.
Liberal(alt.)

gets
value

1
for

Liberalvotes,0.5
for

Split
votes,and

0
for

C
onservative

votes.
O

nly
general

elections
are

included.
The

estim
ates

are
conditional

on
voting.

Panel
B

(Panel
C

)
only

includes
voters

w
ho

w
ere

w
orking

class
(m

iddle
class)

the
previous

tim
e

they
voted.R

egressions
control

for
year

and
constituency

fixed
effects.

R
obust

standard
errors

clustered
by

voter
are

reported
in

brackets.***,**
and

*
denote

statisticalsignificance
at

1%
,5%

and
10%

,respectively.



CONCLUDING REMARKS 191

The coefficients in the class change analyses capture both a
selection component and the effect of the change in social class. The
selection component is present if those who change class already vote
differently than those who always stay in the origin class. To
decompose these effects, we estimate these models while controlling
for the lagged outcome (Table B2 in the Appendix). The results are
robust, indicating that the effects are due to a within-individual
change in voting behavior due to the change in social class and not the
selection effect. We also verify this in an alternative specification where
we regress the change in voting behavior on change in class (Table B3).

Unfortunately, we only observe a somewhat limited number of
socially mobile voters for more than two elections and thus, we only
get imprecise estimates of the dynamic effects. Appendix Figures
B4-B6 illustrate that there is no clear evidence that social mobility
would matter more for voting behavior in the long run than in the
short run. Be as it may, the large immediate effect of social mobility on
voting behavior implies that economic voting is at least part of the
mechanism.

5.4 Concluding Remarks

We use unique micro-level data to explore the class-basis of voting and
the effect of social mobility on voting behavior in nineteenth century
England. We find some evidence of voting along the working class and
middle class divide, but more striking evidence of within class
heterogeneity. A union of the landed gentry, farm workers, non-skilled
workers and white-collar workers did, on average, vote more for the
Conservatives. Petty bourgeoisie and skilled workers, on the other
hand, were more likely to cast their votes for Liberal candidates. Most
of these relationships hold for socially mobile voters as well. Moving
from the working class to the petty bourgeoisie, for example,
significantly increases the likelihood that an individual casts a vote for
the Liberals.
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Our analysis of micro voting patterns provides strong support for
class-based voting. Avoiding the pitfalls of survey or aggregate data,
we have shown that these patterns are consistent with the claim that
class voting is driven by shared material interests. Combining data
from poll books with other administrative records such as church
books, birth registries or censuses provides one interesting avenue for
future research on other determinants of voting behavior during the
historical era of open voting. While we view our results as providing
conclusive evidence of class voting that is related to shared material
interests, we cannot, of course, rule out that similar patterns of voting
in the twentieth century were due to socialization.
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Appendix A: Data

We draw data from general elections in nine British constituencies.
Data for Ashford (elections in 1852 and 1857; Drake and Pearce 2001),
Guildford (six elections in 1835- 1857; Sykes 1977), Sandwich (five in
1835-1859; Andrews 2001) and Sheffield (two elections in 1852 and
1857; White and Arthur 2001) are available in the UK Data Archive.
Moreover, we have acquired poll books from five additional
constituencies. These are Barnstaple (three elections in 1847-1857),
Beverley (elections in 1857 and 1859), Cambridge (three elections in
1847-1857), Gloucester (two elections in 1857 and 1859) and Maldon
(two elections in 1847 and 1852).

With the exception of Ashford, the poll books include information
on voters’ occupation. We have merged the Ashford data to censuses
and other registries to define voters’ occupations. For other available
digitized poll books that did not contain occupation, the digitized
census was not available. We use occupation information in the
original data to classify the voters in the working and middle classes
following Best (1972) and Clapham (2009) as closely as possible. We
divide the working class voters further into skilled and non-skilled
workers and farm workers, and the middle class workers into petty
bourgeoisie and white-collar workers following the five-class
adaptation of the Eriksson-Goldthorpe classification (Eriksson and
Goldthorpe 1992). Moreover, we include an additional class of landed
gentry (gentlemen, esquires etc.), i.e. landowners who could live
entirely from rental income. Table A2 reports summary statistics on
our data.

How do the constituencies covered in our data compare to other
constituencies in England? Figure A1 maps our constituencies and
shows that they are scattered around England, although some are
clustered in the south-eastern parts of the country. The constituencies
in our poll book data represent a wide range of constituencies in terms
of class composition, as we illustrate in Appendix Figures A2 and A3.
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These figures show the distribution of the working class share of the
population across constituencies in the census of 1861.12 For example,
Barnstaple, Beverley, Maldon and Sheffield were typical constituencies
in the sense that the proportion of working classes (i.e. the proportion
of over 20 year old wage-earning men) was close to the median.
Maldon, Barnstaple, Beverley, and Guildford were also close to the
median constituency in terms of high-skilled working class population.
This is important, as such members of the working classes were also
more likely to be enfranchised. Finally, most of the constituencies in
our sample are fairly representative in terms of the size of the
electorate (Figure A4).13

12The census data come from Gatley et al. (2000) and they are publicly available at the
UK Data Archive.

13These data come from Eggers and Spirling (2014) and they are available online at
http://andy.egge.rs/data.html.
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Appendix B: Additional Results

This appendix contains auxiliary results. In Tables B1 and B2 we verify
that the results are robust to controlling for the lagged dependent
variable. Table B3 shows regression results for a specification where
we, instead of regressing a dummy for voting behavior on change in
class, use change in voting behavior as the dependent variable. Taking
these robustness checks together, we may conclude that our findings in
the main text ought not to be driven by class changers voting
differently already before they changed classes.

The social mobility results presented in the main text are
interpreted as effects of moving up or down from any working or
middle class, respectively, relative to the stable working or middle
class voters. To complement these results, we explore an alternative
specification where we conduct the estimations for each possible
change. Figure B1 plots results from two alternative regressions. In the
first, we restrict the sample to those who were working class in t − 1
and either remained so or became middle class in t. The second makes
a symmetric sample restriction for middle class voters. Figures B2 and
B3 provide similar results using the Eriksson-Goldthorpe classification
scheme. These results allow interpreting the coefficients as how
changes from one specific group to another are associated with voting
behavior. The findings are in line with our main results.

Finally, to understand whether the relationship between social
mobility and voting behavior is persistent over time, we re-estimate
our regressions using votes in t + 1 as the dependent variables. Figures
B4-B6 report these estimation results, and also show our benchmark
results (t) for the sake of comparison. If anything, there is no clear
evidence that social mobility—neither upward nor downward—effects
on voting behavior would increase over time. The t + 1 estimates are
not systematically further away from zero than the t estimates and
they are statistically significantly different from each other. However,
the t + 1 estimates are fairly imprecise. This is not surprising, as we
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have only 680 class changers in our data, and most voters are observed
only once or twice.
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Table B1. Class voting, robustness to controlling for lagged dependent
variable.

Liberal Conservative Split

(1) (2) (3) (4) (5) (6)

Working class -0.001 -0.011 0.025***
[0.007] [0.008] [0.006]

Farm workers -0.002 0.044*** -0.026*
[0.016] [0.016] [0.014]

Non-skilled workers -0.043*** 0.035*** 0.005
[0.012] [0.013] [0.012]

Landed gentry -0.011 0.046*** -0.054***
[0.013] [0.013] [0.010]

Petty bourgeoisie 0.002 0.008 -0.021**
[0.010] [0.010] [0.009]

White-collar workers -0.016 0.023* -0.014
[0.012] [0.012] [0.010]

N 11006 11006 11006 11006 11006 11006
R2 0.42 0.42 0.37 0.37 0.14 0.14

Notes: The change in vote is equal to one if a voter switches his vote between
Conservative or Liberal plumper, or Split between two elections, and zero if he
votes consistently. Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split votes,
and 0 for Conservative votes. Only general elections are included. The estimates
are conditional on voting. The regressions control for year and constituency fixed
effects, and the lagged dependent variable. Robust standard errors clustered by
voter are reported in brackets. ***, ** and * denote statistical significance at 1%,
5% and 10%, respectively.
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Table B2. Social mobility and voting behavior, robustness to
controlling for the lagged dependent variable.

Liberal Conservative Split

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Change to middle class 0.046** -0.044** 0.002
[0.020] [0.020] [0.015]

Change to working class -0.020 0.011 0.017
[0.025] [0.027] [0.022]

Change to landed gentry 0.051 0.063* -0.119***
[0.034] [0.032] [0.017]

Change to white-collar workers 0.006 -0.089** 0.063*
[0.044] [0.041] [0.034]

Change to petty bourgeoisie 0.048* -0.050* 0.002
[0.027] [0.028] [0.023]

Change to farm workers 0.007 0.000 -0.039
[0.074] [0.060] [0.044]

Change to non-skilled workers -0.082 0.042 0.055
[0.055] [0.059] [0.047]

Change to skilled workers -0.005 -0.018 0.039
[0.030] [0.036] [0.028]

Working class 0.005 -0.015** 0.024***
[0.008] [0.008] [0.007]

Farm workers -0.008 0.051*** -0.024*
[0.016] [0.017] [0.015]

Non-skilled workers -0.036*** 0.030** 0.001
[0.013] [0.014] [0.012]

Landed gentry -0.004 0.009 -0.021
[0.016] [0.017] [0.013]

Petty bourgeoisie 0.012 -0.020 -0.003
[0.013] [0.014] [0.012]

N 10964 6867 4097 10964 6867 4097 10964 6867 4097
R2 0.42 0.39 0.48 0.37 0.35 0.42 0.14 0.15 0.13

Notes: The change in vote is equal to one if a voter switches his vote between Conservative or Liberal plumper, or Split
between two elections, and zero if he votes consistently. Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split votes,
and 0 for Conservative votes. Only general elections are included. The estimates are conditional on voting. Regressions
control for year and constituency fixed effects, and the lagged dependent variable. Robust standard errors clustered by
voter are reported in brackets. ***, ** and * denote statistical significance at 1%, 5% and 10%, respectively.
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Table B3. Effect of change in class on change in voting behavior.

Liberal Conservative Split

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Change to middle class 0.046** -0.044** 0.002
[0.020] [0.020] [0.015]

Change to working class -0.020 0.011 0.017
[0.025] [0.027] [0.022]

Change to landed gentry 0.051 0.063* -0.119***
[0.034] [0.032] [0.017]

Change to white-collar workers 0.006 -0.089** 0.063*
[0.044] [0.041] [0.034]

Change to petty bourgeoisie 0.048* -0.050* 0.002
[0.027] [0.028] [0.023]

Change to farm workers 0.007 0.000 -0.039
[0.074] [0.060] [0.044]

Change to non-skilled workers -0.082 0.042 0.055
[0.055] [0.059] [0.047]

Change to skilled workers -0.005 -0.018 0.039
[0.030] [0.036] [0.028]

Working class 0.005 -0.015** 0.024***
[0.008] [0.008] [0.007]

Farm workers -0.008 0.051*** -0.024*
[0.016] [0.017] [0.015]

Non-skilled workers -0.036*** 0.030** 0.001
[0.013] [0.014] [0.012]

Landed gentry -0.004 0.009 -0.021
[0.016] [0.017] [0.013]

Petty bourgeoisie 0.012 -0.020 -0.003
[0.013] [0.014] [0.012]

N 10964 6867 4097 10964 6867 4097 10964 6867 4097
R2 0.42 0.39 0.48 0.37 0.35 0.42 0.14 0.15 0.13

Notes: The change in vote is equal to one if a voter switches his vote between Conservative or Liberal plumper, or
Split between two elections, and zero if he votes consistently. Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split
votes, and 0 for Conservative votes. Only general elections are included. The estimates are conditional on voting. The
regressions control for year and constituency fixed effects. Robust standard errors clustered by voter are reported in
brackets. ***, ** and * denote statistical significance at 1%, 5% and 10%, respectively.
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Figure B1. Mobility between working and middle classes, and voting
behavior.

Change to Middle class

Change to Working class

-0.10 -0.05 0.00 0.05 0.10 0.15
Regression coefficient

Liberal
Conservative
Split
Liberal (alt.)

Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the voter level.
Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split votes, and
0 for Conservative votes. Only general elections are included. The
estimates are conditional on voting. The regressions control for year
and constituency fixed effects.
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Figure B2. Upward mobility from working classes and voting behavior.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the voter level.
Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split votes, and
0 for Conservative votes. Only general elections are included. The
estimates are conditional on voting.The regressions control for year and
constituency fixed effects.
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Figure B3. Downward mobility from middle classes and voting
behavior.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the voter level.
Liberal (alt.) gets value 1 for Liberal votes, 0.5 for Split votes, and
0 for Conservative votes. Only general elections are included. The
estimates are conditional on voting. The regressions control for year
and constituency fixed effects.
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CHAPTER 6

Public Employees as
Politicians: Evidence from

Close Elections

6.1 Introduction

In 2013, public sector employees account for 21% of total employment
in the OECD countries (OECD 2015). While heterogeneous, they are a
large group that share an interest in sustaining public employment
and that can influence politics in various ways. In addition to a direct
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voting channel (Garand 1988; Blais, Blake, and Dion 1990; Bhatti and
Hansen 2012), recent research has emphasized the role of public sector
unions and their effects on the cost of government, either directly
through collective bargaining or indirectly through politics (Sieg and
Wang 2013; Anzia and Moe 2015).

Quite often, public sector employees are also politicians
themselves.1 This dual role of public sector employees has raised the
concern that when elected, they may be in a better position to extract
rents from holding the office than otherwise similar politicians. A
concrete example would be a teacher in a municipal council that
decides whether the teacher’s school should be closed or not, or a
public sector nurse participating in deciding on budget cuts in the
local public health care sector. In both cases, the public sector
employees can possibly exert disproportionate influence in the council
due to their information advantage over the other councilors on the
true costs and benefits of providing public services in their sector of
employment (Niskanen 1971; Romer and Rosenthal 1979). This
disproportionate influence may compromise the political neutrality of
public service and also undermine the separation powers more
generally (Braendle and Stutzer 2016).

Consistent with such concerns, countries often impose
incompatibility and, to a lesser extent, ineligibility rules on the
political involvement of public sector employees.2 The former forces
public employees to give up public service if elected and the latter
require giving up public service if they run (Braendle and Stutzer
2016). Imposing such restrictions involves a trade-off by limiting the
political participation of a group with possibly ample opportunities for

1For example, Braendle and Stutzer (2016) report that in their sample of 76 countries, the
average fraction of politicians in national parliaments with a public sector background
is 31.3%.

2Prominent examples include the Hatch Act of 1939 in the US and the House of
Commons Disqualification Act of 1975 in the UK. The Local Government Act of 1972
and the Local Government and Housing Act 1989 include similar restrictions for local
government employees in the UK. See Braendle and Stutzer (2016) for examples from
other countries.
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rent-seeking at the cost of discriminating against a large citizen group
and excluding informed candidates.3 There is surprisingly little
evidence on whether public sector employees would act differently
from the other politicians when elected. We start to fill this important
gap in the literature by providing causal evidence on how municipal
employee representation in a municipal council affects local public
spending and the mechanisms at work.4

We use data from Finland. Finland provides a particularly
interesting context for our analysis for two reasons. First, almost 30%
of employment in Finland are in the public sector and more than 20%
of the employment are in the local public sector.5 An important feature
of Finnish local politics, and common in other countries as well (e.g.
the UK), is that being a municipal councilor is not a full-time job.
About one quarter of the Finnish local politicians work for a
municipality.6 The distribution of power between private and public
sector employees in the municipal councils may therefore have a large
impact on the size and efficiency of the local public sector. Reflecting
this tension and its topicality, the Finnish media has expressed
concerns that when elected, municipal employees can make decisions
on their own jobs in municipal councils.7

Our main result is that electing one additional municipal employee
to a council as opposed to a candidate from the same party, but not

3Using German and cross-country data, respectively, Braendle and Stutzer (2010, 2016)
show that stricter ineligibility and incompatibility rules decrease the share of public
servants in parliaments. Rosenson (2006) finds a connection between various ethics
laws and the representation of occupations. Braendle (2016) reviews the effects of
institutions and eligibility rules on political selection.

4Prior analyses closest to ours are Braendle and Stutzer (2013, 2016), but neither focuses
on estimating causal effects. For example, using cross-country data, Braendle and
Stutzer (2016) find a positive association between government size and the share of
public servants in parliament.

5Source: Statistics Finland Labor Force Survey 2015.
6In Finland, municipal employees are eligible to run for a council seat and can hold on
to their municipal job if elected. There are, however, other restrictions (see the section
Institutional Setting and Data).

7For example, at the time of the 2012 municipal council elections, the Finnish National
Broadcasting company YLE expressed the concern that municipal employees can
decide on their own jobs in municipal councils.
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employed by the public sector, increases local public spending. Our
estimates suggest that in a municipality with a median-sized council
(27 seats), the spending increases on average by about 1 percent over
the four-year council term. The effect is surprisingly large considering
two features: First, we are probably looking at a relatively unimportant
margin, i.e., the last elected candidate within a party to a council that
typically consists of tens of councilors. Second, as we explain later,
there are explicit restrictions on the types of political positions that
Finnish municipal employees can take in their home municipality. Our
result is nevertheless in line with previous findings which show that
smaller parties and even individual councilors have an effect on policy
in proportional representation systems (Folke 2014; Freier and
Odendahl 2015; Fiva and Halse 2016).8

We also provide evidence on the mechanisms at work. First, we
show that the effect varies by the type of municipal employee and the
type of spending: electing one more employee who works in health
care leads to a significant increase in health expenditures, but not in
the other (non-health) municipal expenditures. Similarly, when a
non-health care employee gets elected, expenditures unrelated to
health care increase.9 This evidence is consistent with Niskanen’s
(1971) classic bureaucracy model which predicts that bureaucrats can
convince politicians to increase public spending due to their
information advantage over politicians. The analogy we draw is that
municipal employee politicians have both different incentives than and
an information advantage over the other politicians. Moreover, we find
that the positive effect on local public spending in particular arises in
close elections that involve the largest party in the municipality and in

8For studies on party effects in the U.S. context, see Ferreira and Gyourko (2009), Gerber
and Hopkins (2011) and de Benedictis-Kessner and Warshaw (2016). The effects of
the political representation of other non-partisan interests groups, such as women,
minorities and occupation groups, on policy outcomes are studied by, for instance,
Pande (2003), Chattopadhyay and Duflo (2004), Gehlbach, Sonin, and Zhuravskaya
(2010), Ferreira and Gyourko (2014), Matter and Stutzer (2015) and Bagues and Campa
(2017). Gagliarducci and Nannicini (2013) and Freier and Thomasius (2016) study the
effects of politicians’ qualifications on fiscal outcomes.

9Data limitations prevent us from analyzing occupation groups in more detail.
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smaller councils. This evidence suggests that municipal employee
councilors influence outcomes through intra-party decision making
(Laver and Shepsle 1990).

The increased sector-specific spending cannot be automatically
attributed to rent-seeking. A reason for this is that municipal
employees are experts in their area of employment and can therefore
provide useful information to other councilors and improve
decision-making.10 Even though we cannot conclusively differentiate
between the competing hypotheses about the efficiency of the
increased spending, it is definitely noteworthy and somewhat puzzling
that the Finnish municipal councilors employed by the public sector
want to increase public expenditures in a country that in 2014 had, at
59% (OECD 2015), the highest public sector ratio to GDP among all
OECD countries (during 1996-2012 Finland’s position varied between
2nd and 8th). The uniform increase in spending is puzzling because
our as-good-as-random design guarantees that the citizens’ needs are,
on average, identical in the treated and other municipalities. Viewed
from this angle, Niskanen’s (1971) concerns about bureaucrats’
information advantage leading to excessive spending seem warranted.

The rest of the paper is organized as follows. In the following
section, we discuss relevant theory and outline testable hypotheses.
Then, we describe the institutional setting and data. We present our
econometric identification strategy in the fourth section and the results
in the fifth section. The final section concludes the study. Auxiliary
results are available in the Online Appendices.

10We are unable to find systematic evidence for the extra spending related to rents that
the politicians employed by the municipalities get from holding the office (through
better employment opportunities, or greater wages; see Dahlberg and Mörk 2006 and
Brueckner and Neumark 2014). Neither do we find any evidence that the increased
spending reflects pro-social behavior or competence of public sector employees (Best
and Cotta 2000; Francois 2000; Besley and Ghatak 2003, 2006).
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6.2 Theory and Hypotheses

We are interested in (i) whether, (ii) through which mechanisms, and
(iii) why public employee representation in municipal councils has an
effect on municipal spending. We discuss each of these in turn.

Effect on Total Expenditures At least two distinct theoretical
debates bear directly on whether public employee representation has
an effect on local government expenditures. The first view is that
public employees have both the economic incentives and the means to
maximize the municipal budget to their own benefit (Niskanen 1971;
Courant, Gramlich, and Rubinfield 1979; Dahlberg and Mörk 2006).
This is likely to obfuscate the separation of powers between the
executive and the democratically-chosen political branches of the local
government (Braendle and Stutzer 2016). A public sector employee
politician may also have a variety of ways to target public spending to
certain voters, such as her own political constituency or interest group
(Alesina, Baqir, and Easterly 2000). The second view posits that the
preferences of public sector employees differ systematically from the
individuals employed by the private sector. One reason for the
difference is that professional background determines socio-economic
conditions and may thus shape the identity (Braendle and Stutzer
2016). Consistent with this, public sector employees seem to be
politically more active (Bhatti and Hansen 2012) and lean more
towards the left ideologically (Knutsen 2005; Jensen, Sum, and Flynn
2009; Rattsø and Sørensen 2016). They may also be relatively unwilling
to support market-oriented solutions and thus, a smaller public sector.

Taken together, these views suggest that public sector employees
have a tendency to favor a larger public sector. Therefore, we formulate
the following hypothesis:

Hypothesis 1. The council seat share of municipal employees
increases municipal spending.
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We acknowledge the possibility that municipal employees may be
more pro-social and better motivated for public service than other
candidates from the same party (Francois 2000; Besley and Ghatak
2003, 2006). If that was the case, spending could also decrease (remain
unchanged) if the status quo level of per capita spending is too high
(optimal) from the social point of view. Municipal employees may also
be relatively immune to specific business interests and lobbying
(Braendle and Stutzer 2016), which may reduce inefficient spending on
public procurement.

Mechanisms at Work How and through which mechanisms
could the spending effect come about? This question is of interest,
because there are institutional restrictions on the political
representation of the municipal employees (see the next section) and
because our empirical close-elections approach identifies by design the
effect of allocating the last marginal seats to the council. Two key
mechanisms suggest themselves: First, holding other things constant,
an individual councilor is likely to exert a greater impact in smaller
councils because the likelihood of him (or his party) being pivotal is
higher. In a smaller council, a single councilor can also pivot informal
within-council discussions to his own advantage and influence which
issues the council tackles. Second, the literature on coalitional
bargaining (Laver and Shepsle 1990) suggests that councilors can
influence decision making either between-parties or within-parties. In
the former case, the municipal employees would vote in the council as
if they had a coalition of their own, independent of the formal parties
and the municipal employees’ party affiliation. If, on the other hand,
the channel of influence is within-parties, the party lines hold, but
municipal employee councilors affect the policy position of their own
party. This is a plausible channel of influence in our context because
public employees may be a relatively loose and heterogeneous interest
group. Moreover, the within-party channel matters for policy
outcomes only if the public employees’ party is large and powerful
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enough in the council. In sum, we have the following two hypotheses
about the mechanisms of influence:

Hypothesis 2a. Municipal employees of smaller councils have a
greater effect on spending than those of larger councils.

Hypothesis 2b. Municipal employees of larger parties have a
greater effect on spending than those of smaller parties.

Rent-Seeking vs. Efficient Provision of Public Services Finally,
we study whether the effect of public employee representation on public
spending mirrors rent-seeking, or is more consistent with an efficient
provision of public services.

Applied to our context, Niskanen’s (1971) classic model of
bureaucracy predicts that municipal employee councilors have an
information advantage over the other municipal councilors about the
provision of public services in their own employment sector and that
the municipal employees are less likely to have such an advantage over
the other public services. Therefore, we formulate:

Hypothesis 3a. Municipal employees never decrease spending and
they increase spending especially in their own sector of
employment.

This hypothesis would not get support from the data, if municipal
employees lean more to the left and generically favor a larger public
sector. In this case, municipal employees ought to increase spending
also in sectors other than their own sector of employment. Moreover,
while the expertise of municipal employees can also be useful for the
efficient provision of public services (Braendle and Stutzer 2016), it is
unlikely that, holding citizens’ needs constant, such efficient provision
systematically calls for greater spending, especially only in their own
sector.

Finally, we also look for more direct signs of rent-seeking (Svaleryd
and Vlachos 2009). Inefficiencies may arise also through clientelistic
behavior (i.e., explicit or implicit quid-pro-quo for political support; see
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Alesina, Baqir, and Easterly 2000), which are at least partly captured
through better re-election prospects. We therefore formulate:

Hypothesis 3b. Municipal employees enjoy higher returns to
office in terms of a larger salary and a smaller unemployment
risk, and/or enjoy a larger incumbency advantage in subsequent
elections than the other candidates.

6.3 Institutional Setting and Data

6.3.1 Finnish Local Governments

Tasks and Revenue Sources of Municipalities Finland has a
two-tier system of government consisting of the central government
and municipalities at the local level (see Saarimaa and Tukiainen 2015).
Finnish municipalities have extensive tasks. In addition to the usual
local public goods and services, municipalities are responsible for
providing most of the social and health care services and primary and
secondary education. The GDP share of municipality spending is large
(roughly 18 percent) and the municipalities employ around 20 percent
of the total workforce.

Municipalities have an extensive fiscal autonomy. The most
important revenue source is the flat local income tax, determined by
the municipalities. However, there are large regional tax base and cost
disparities. They are offset by a central government grant system,
which the municipalities cannot effectively manipulate to their
advantage.

Decision-Making and Elections in Municipalities Municipalities
are governed by a municipality council which is the most important
political actor.11 For example, mayors or city managers are public

11The Finnish law dictates that council size is a step function of the population: 13, 15 or
17 for the municipal population of 2000 or less, 21 for 2001–4000; 27 for 4001–8000; 35
for 8001–15,000; 43 for 15,001–30,000; 51 for 30,001–60,000; 59 for 60,001–120,000; 67 for
120,001–250,000; 75 for 250,001–400,000 and 85 for over 400,000.
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officials chosen by the councils and only have executive power and no
political power. Moreover, municipal boards (i.e., cabinets) only have a
preparatory role and the representation in the boards follows the
political distribution of the council.

Municipal elections are held simultaneously in all municipalities
and each municipality has one electoral district. The elections in our
data were held on the fourth Sunday of October in 1996, 2000, 2004
and 2008. The council term starts in January of the year following the
election year. The term lasts four years.

Within each municipality, the allocation of seats is based on
proportional representation, as determined by the open-list D’Hondt
election rule. In an election, each candidate has an affiliation with a
party list and each voter gives a single vote to a single candidate.
Voters cannot vote for a party without specifying a candidate. The
total number of votes for the candidates in a given party list
determines the votes for each party. The party votes determine how
many seats each party gets according to the D’Hondt rule. Given these
party seats, the competition for the seats within parties is simply an
n-past-the-post rule. The rank of a candidate within the party list is
determined by his votes, implying that voters as opposed to parties
decide which candidates are elected from a given party list.

There are nation-wide restrictions on the political roles of
municipal employees.12 First, a municipal employee who is in an
executive position of a branch of public service cannot be a council
member. For example, the director of a municipality’s school authority
cannot be a member of the municipal council. Second, a municipal
employee cannot be a member of the sub-committee of his own
specific sector. For example, a teacher cannot be a member of the
sub-committee for education. Third, a municipal employee working in
administrative duties directly under the municipal board cannot be a

12Most of Finnish local politicians have a normal day job. The task of being a municipal
councilor typically takes a few hours a week and the monetary compensation involved
is not nearly enough to live on. The same applies by and large, e.g., to the UK (Local
Government Association 2012).
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member of the board. Fourth, a municipal employee who is the
presenting official for matters dealt with by the municipal board
cannot be a member of the board. Fifth, the majority of the municipal
board cannot consist of municipal employees. Finally, a municipal
employee councilor can participate in the decision making in the
council meeting even if the matter relates to her own employment,
unless she has been directly involved in preparing or presenting the
matter as a bureaucrat for the council.

6.3.2 Data

Our data come from a number of sources.

Candidate and Elections Data We have obtained data on
municipal elections held between 1996 and 2008 from the Ministry of
Justice. These data consist of candidate-level election results, in
particular party affiliation, number of votes and elected status. The
election data also include the age and gender of the candidates.
Information on municipal employment status comes from KEVA,
which manages local government pensions, and we have also linked
the candidate data to Statistics Finland data on education, occupation
and socio-economic status and to income data from the Finnish Tax
Authority.

Overall we have roughly 160000 candidate-election observations (see
Online Appendix A for descriptive statistics and descriptions of sample
restrictions). For our purposes, a candidate is a municipal employee,
if she was employed by a municipality at the end of the election year.
Compared to other candidates, municipal employees are more often
female (nurse is the most common profession among them), classified
as high professionals in terms of socioeconomic status and running for
the Social Democratic Party. We return to these observable differences
in candidate characteristics when we present our econometric analysis
and results.
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Municipal Data We use Statistics Finland’s data on municipal
expenditures and demographics for the years 1996–2012. We have 1544
municipality-council term observations (see Online Appendix A for
the summary statistics): On average, municipalities’ total expenditures
are 5500 euros per capita. The single most important expenditure
category is health care (1700 euros per capita). Municipal employees’
seat share is, on average, 26.4%.

6.4 Econometric Approach

6.4.1 Identification Strategy

To estimate the effect of the political representation of municipal
employees on municipal policy, we use the following regression
specification:

Ymt = δMmt + X ′
mtβ + umt, (1)

where Ymt is the outcome of interest, Mmt is the seat share of municipal
employees in the council, X ′

mt is a vector of control variables (possibly
lagged), and umt is the error term in municipality m at time t. The
parameter of interest is δ which measures the effect of a change in the
seat share of municipal employees on the outcome.

Our main outcome variable is municipal expenditures. A simple
OLS estimation of equation (1) may suffer from both reverse causality
and omitted variable bias. This could be the case if, e.g., voters in a
municipality demand a high level of municipal services. Such a
municipality would have a high number of municipal employees. This
calls for greater municipal expenditures and would show up as a
greater council seat share of public sector employees as well.

We make use of close elections to estimate the treatment effect of
interest (δ). Unlike in much of the recent literature using close
elections for identification, the Finnish municipal election system of
proportional representation with open party lists does not render itself
to a simple regression discontinuity design (RDD) analysis (Lee,
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Moretti, and Butler 2004). The reason is simple: Despite there being an
RDD flavor to our close elections approach, we cannot construct a
well-defined forcing variable at the municipality level. Therefore,
webuild on Clots-Figueras (2011, 2012) who uses the fraction of
women winning close elections as an instrument for the share of
women in the legislature (see also Folke 2014 and Freier and Odendahl
2015, who use IV and close elections data). Our IV procedure uses
as-good-as random variation at the candidate-level in close elections
and aggregates this variation to get a municipality-level instrumental
variable. To properly capture the treatment effect of the political
representation of municipal employees, we focus on closeness within
party lists. This choice means that between-party differences do not
confound our results. For example, if municipal employees are more
often left- than right-wing, between party comparisons would give us
the joint effect of municipal employees and party status.13

We construct our instrument in the following steps:

Step 1 For each party list p, we define the pivotal number of
votes as the average of the maximum number of votes among the
non-elected candidates and the minimum number of votes among the
elected candidates. The distance to getting elected for each candidate
is the number of votes of the candidate minus the pivotal number of
votes of her party list. We normalize this distance by dividing it by the
total number of votes of the party list and then multiplying it by 100.
We denote the variable thus obtained by vipmt.14 The closeness of each
candidate i in party list p in municipality m in election t, Cipmt, is then

13Using similar Finnish close elections data as we do, Kotakorpi, Poutvaara, and Terviö
(2017) study returns to office and Hyytinen et al. (2017) study incumbency advantage
and the performance of close elections RDD. Unlike these papers, we are interested in
municipal level outcomes.

14Because vipmt cannot be defined for party lists where none of the candidates or all of
the candidates get elected, approximately 4800 candidate-election observations are left
out.
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defined as

Cipmt =

1 i f
∣∣vipmt

∣∣ ≤ ε

0 i f
∣∣vipmt

∣∣ > ε
, (2)

where ε is some small bandwidth, expressed in percentages (e.g., ε =

0.4 means "0.4%"; that is, 4 votes out of 1000). Due to randomness in
the outcomes of elections, candidates just above and below the pivotal
number do not differ systematically from each other. Indeed, when
ε = 0 in our data, there was a tie within a party list between two (or
more) candidates at the threshold of getting into the council. In such a
case, a lottery decides which of the candidates are elected (see Hyytinen
et al. 2017 for details). There are 1351 candidates who end up in these
lotteries and 335 of them are municipal employees.

Step 2 Quasi-randomization taking place within each party list
influences how many municipal employees get elected from each list.
To capture this list-level variation, we calculate the difference between
the realized outcome and the expected outcome of the close races within
each party. Formally, this can be expressed as

Tpmt =
Np

∑
i

CipmtDipmt Mipmt −
∑

Np
i Cipmt Mipmt

∑
Np
i Cipmt

Np

∑
i

CipmtDipmt, (3)

where Mipmt is equal to 1 if candidate i is a municipal employee and
zero otherwise, Dipmt equals 1 if candidate i in municipality m was
elected in election t and zero otherwise and p refers to a party list and
Np to the number of candidates in the list p. The first term is the
number of municipal employees that are elected in close elections. The
second term is the expected number of municipal employees who get
elected in close elections. The expected number comes from a
hypergeometric distribution, because close elections can be seen as a
basic urn problem.15 The reason for using Eq. (3) is that there may be

15In an urn problem, the expected value is n(K/N) with and without replacement, where
n is the number of available close seats, K the number of close municipal employees
and N the number of close candidates.
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more than two candidates that are close and thus subject to
randomization and any number of close candidates can be municipal
employees.16 Moreover, the set of candidates defined as close may
compete for more than one seat within the party list. These features
are the main difference between our and Clots-Figueras’ (2011, 2012)
approach, because she only considers situations where one male and
one female candidate compete for one seat.

Step 3 We aggregate the random variation at the party list-level
to construct a municipal-level instrumental variable, Tmt. This is done
by adding up Tpmt over all party lists within a municipality and by
dividing the sum by council size (CS):

Tmt = 100 ∗
(

∑
p

Tpmt

)
/CSmt. (4)

Our instrument, Tmt, captures the extent to which the seat share of
municipal employees exceeds (Tmt > 0) or falls short of (Tmt < 0) their
expected share due to randomness in the outcomes of close elections.
In other words, the instrument obtains higher values for those
municipalities in which the municipal employee candidates were lucky
and smaller values for those municipalities in which they were
unlucky. If, in a given municipality, municipal employees were lucky
within one party list and equally unlucky within another, the
instrument at the municipal-level would be zero. One can think of Tmt

as the part of the variation in Mmt that is as-good-as random. Our IV
approach thus assumes that Tmt is a determinant of Mmt, i.e., the
(actual) seat share of municipal employees in the council and
uncorrelated with umt in (1). This assumption can to an extent be
tested using municipality-level covariate balance tests. Moreover, the

16Simply "adding up" candidate level realized outcomes would not be appropriate. To
see why, consider three municipal employees who are close and compete for one seat.
In this case, a municipal employee is always elected.
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candidate-level bandwidth can be used to check the robustness of the
results to the bandwidth choice.

Empirically, Tmt appears to work as expected (see Online Appendix
B for details): First, it is symmetrically distributed around zero.
Second, when the seat share of municipal employees increases due to
randomness in the outcomes of the close elections (i.e., when Tmt

increases by one unit), so does their actual share (i.e., Mmt). This
implies that the coefficient of Tmt in the first stage of the IV should be
close to one in a finite sample and equals unity asymptotically. This is
indeed empirically the case in our data (Online Appendix B). This
feature means that in the reduced form of our IV of equation (1),
which means regressing the outcome directly on the instrument (and
controls; Wooldridge 2002, ch. 5), the coefficient of the instrument
ought to be very close to the IV estimate of δ. This observation is
useful and in the subsequent section, we will report both the 2SLS and
the reduced form of IV results.

Finally, even with the smallest possible bandwidth (ε = 0), we have
variation in Tmt. as explained above. As we increase the bandwidth,
almost all municipalities in our data have a close contest within at least
one party list. For example, for bandwidth ε = 0.4, we observe either a
positive or a negative instrument in 1145 municipalities out of 1544.
This does not imply that for identification, we would use all the
variation in the municipal employee council seat share in the data for
these 1145 municipalities: To estimate δ, we only use the part of
exogenous variation in Mmt that the instrument, Tmt, isolates.

6.4.2 Validity Tests

In Table 1, we report balance tests for pre-treatment covariates using
the largest bandwidth that is employed in the regressions (ε = 0.4).17

17We face the standard trade-off that smaller bandwidths lead to less precise estimates:
The narrower the bandwidth, the less variation there is in Tmt, but the more plausible
is the assumption of "as-good-as random assignment". The results for the narrowest
possible bandwidth (ε = 0) and party affiliation balance tests echo the results reported
in Table 1 (see Online Appendix B).
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We divide the data into two groups, based on the seat share of
municipal employees exceeding (Tmt > 0) or falling short of (Tmt < 0)
its expectation. Table 1 shows that the pre-treatment variables are well
balanced, including the lagged total expenditures, the lagged
municipal employee share in the council and its lagged instrument.18

This means that the municipalities where the municipal employees
did, by chance, win more seats are very similar to the municipalities
where municipal employees did, by chance, lose seats to other
occupation groups.

Table 2 reports balance tests on council characteristics for the
current election term.19 As Panel A shows, the post-treatment council
characteristics are well balanced. For example, the municipal
employees that did, by chance, win a seat from a candidate from
another occupation are of no better or worse quality (see Ferreira and
Gyourko 2014 who argue that, e.g., gender discrimination would
imply that candidates with the same number of votes would be of a
different quality), as measured by their incumbency and education.
The only exception to the good balance is the councils’ gender
composition. This finding mirrors the strong positive correlation in the
data between gender and occupation status at the candidate-level.20

The imbalance is not a result of failed randomization, but rather an
intrinsic feature of municipal employees: When a municipal employee
is randomly allocated into a council, a female is more likely to get a
seat in the council.

In Panels B and C of Table 2, we divide municipal employees into
two categories: those who work in the health care sector and those
who work in the remaining (non-health care) sectors.21 The division

18The number of observations varies because some of the pre-treatment variables for the
1996 election term are not available.

19The post-treatment seat shares are, by definition, balanced, because our instrument is
based on within party close contests (see Online Appendix B).

20Municipal employees are more often female and have a higher socioeconomic status
than the candidates that have another employment status (see Table A1 in Online
Appendix A).

21We do not disaggregate the latter group into more specific categories, because the data
get sparse: First, candidates at finer level occupations are infrequently involved in close
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allows us to analyze whether the positive correlation between municipal
employment status and gender is driven by the health care sector and,
in particular, by nursing being a female-dominated occupation. Panels
B and C of Table 2 suggest that the gender imbalance is indeed related
to the health care sector. We return to the importance of gender for our
findings below.

6.5 Results

6.5.1 Treatment Effect on Total Expenditures

We start by analyzing the effect of the share of municipal employees
in the council on the (log) per capita total expenditures of the local
government, measured as the average over the four-year council term.

Preliminary Regression Results To have a point of comparison,
we report naïve OLS results with different sets of controls (Panel A of
Table 3) along with the IV results (Panel B of Table 3) and the reduced
form of IV (Panel C of Table 3), using the narrowest possible bandwidth
of ε = 0. The OLS estimations obviously do not correct for the potential
endogeneity of the seat share of the municipal employees, while the
latter two ought to do that. The difference between the four columns of
each panel is that they successively include more controls. We use lags
(means over the t− 1 election term) of the control variables to avoid the
possible problem of introducing bad controls (i.e. alternative outcomes)
in the models.

As the first three columns of Panel A of Table 3 show, the OLS
estimations suggest a positive and statistically significant association
between the political representation of public employees and total
expenditures. This association vanishes completely once we include a
second-order polynomial of the vote share of municipal employees (see

elections; second, detailed sector-specific spending data are not always available; and
third, most occupational groups are small overall (e.g., even education employees only
have 3.5% seat shares on average).
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column 4). This is not unexpected, because the municipal employees’
vote and seat shares are highly correlated. While insignificant, the
point estimates from the IV (Panel B) and the reduced form of IV
(Panel C) estimations provide us with three important empirical
insights: First, the IV point estimates are positive and larger in
magnitude than the OLS estimates. Second, if our instrument is
as-good-as random, the only implication of having more control
variables in the model ought to be that they reduce the residual
variance. The results reported in Panels B and C bear this out: The
magnitudes of the IV estimates do not change (much) when the
municipal employee vote share is controlled for. This finding indicates
that unlike OLS, the IV estimates are not confounded by voter
preferences. Moreover, the standard errors of the estimates tend to get
smaller when more controls are added. Third, the results reported in
Panels B and C suggest that the limited amount of variation in the
instrument is a potential problem with using the narrowest possible
bandwidth (ε = 0). If so, the first-stage regressions may suffer from
low power, especially when fewer controls are included. This is indeed
what we observe: The first-stage F-tests become larger when we
control for the municipal employee vote share (see column (8)).

Main Regression Results To explore whether we can more
precisely estimate the effect of the political representation of municipal
employees on municipal expenditures, we use the wider bandwidth of
ε = 0.4. The wider bandwidth allows us to bring in more variation
from close elections. These results are reported in Table 4, where Panel
A reports our IV estimates and Panel B our reduced form estimates.
The estimations that rely on the wider bandwidths can be taken to be
more reliable if they produce a point estimate that is similar in
magnitude to that produced by the narrowest bandwidth and if the
effect can be estimated with greater precision (a smaller standard
error).
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Table 3. Results for total expenditures: OLS and IV analysis with
ε = 0.

Panel A: OLS (1) (2) (3) (4)

Municipal employees 0.0016*** 0.0021*** 0.0018*** -0.0003
[0.0005] [0.0004] [0.0004] [0.0007]

R2 0.29 0.43 0.58 0.58

Panel B: IV, ε = 0 (5) (6) (7) (8)

Municipal employees 0.0058 0.0046 0.007 0.0048
[0.0110] [0.0103] [0.0087] [0.0042]

First stage Kleibergen-Paap F-statistic 2.01 1.98 2.44 35.23

Panel C: Reduced form of IV, ε = 0 (9) (10) (11) (12)

Municipal employees 0.0024 0.0019 0.0031 0.0041
[0.0047] [0.0042] [0.0036] [0.0036]

R2 0.29 0.42 0.57 0.58

N 1544 1544 1544 1544
Year dummies Yes Yes Yes Yes
Party controls No Yes Yes Yes
Municipality controls No No Yes Yes
Vote share No No No Yes

Notes: The unit of observation is a municipality m in election period t. The
dependent variable is the logarithm of the mean of per capita total expenditures
over the council term. Standard errors are clustered at the municipality level
and reported in brackets. Party controls include parties’ lagged seat shares.
Municipality controls include lagged population, squared population and shares
of young and old citizens. Vote share includes a second-order polynomial of the
municipal employees’ vote share. ***, ** and * denote statistical significance at
1%, 5% and 10%, respectively.
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Starting from the IV estimates in Panel A of Table 4, we find across
all specifications a statistically significant treatment effect of
0.0034-0.0046 on municipal spending from having a larger share of
municipal employees in the council. The reduced form results in Panel
B echo the IV findings: They yield treatment effect estimates that are
statistically significant and very similar to those obtained with IV, but
somewhat smaller in magnitude. It is especially noteworthy that both
estimators deliver point estimates that are very close to those we
obtained using the narrowest possible bandwidth (ε = 0.0; see Panel B
in Table 3). The fact that the reduced form estimates are somewhat
smaller in absolute value than the IV estimates suggests that the
first-stage coefficient of the instrument is close to, but somewhat
smaller than, one (as it often is; see Online Appendix B). It is
comforting to report that we cannot reject the null hypothesis that the
first-stage coefficient of the instrument is unity.

The point estimates of Table 4 show that, consistent with our
Hypothesis 1, the council seat share of municipal employees causally
increases municipal spending. Increasing municipal employees’ seat
share by 1 percentage point increases per capita total expenditures
annually by about 0.4% over one election term. As one seat is on
average 3 percentage points of the total number of seats, the overall
average effect of an increase of one seat is roughly (at least) 1%.
Because the average annual municipal spending is around 5600 Euros
per capita, this effect translates into around 60 euros per capita. The
effect is surprisingly large taking three features into account: First, we
are identifying the effect at a potentially unimportant margin of
allocating the last seats to the council. Second, the non-elected
marginal candidates, to which the elected ones are compared, are often
vice-councilors. Our estimate is conservative, because vice-councilors
get to attend council meetings if the councilor is absent, may get a
council seat if elected councilors step down during the term, and are
sometimes given positions in the municipal sub-committees. Third,
there are non-negligible institutional restrictions on the political
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representation of the municipal employees. The effect could have been
larger, had there not been no such rules in place. While a detailed
comparison is not straightforward, the magnitude of the effect is
nevertheless quite comparable to those reported in the prior papers
using data from similar countries and identification based on marginal
seats (Freier and Odendahl 2015; Fiva and Halse 2016; Fiva, Folke, and
Sørensen 2017).

Robustness Checks We have explored the robustness of our main
findings and their internal and external validity in a number of ways
(see Appendix B).

First, electing public employees has the documented spending
effect irrespectively of their attributes (e.g., gender, age, education).
However, a consequence of electing a public employee is greater
female participation in the council. This increase may in itself increase
public spending (Chattopadhyay and Duflo 2004; Clots-Figueras 2011;
Svaleryd 2009; Braendle and Colombier 2016). Therefore, we explore
whether the council seat share of municipal employees increases
municipal spending also when the gender composition of the marginal
seats, i.e., the seat share of females, is accounted for. We instrument
this potentially endogenous share by the share of females who were
randomly elected in the close contests. This instrument is calculated
using the same procedure that produced the instrument for the share
of municipal employees. When the female seat share is included in the
model, we get at the effect of electing a municipal employee while
keeping the gender composition of the council constant. Adding the
seat share of females to the estimations of Table 4 only has a minor
impact on our results, suggesting that there is a municipal employee
effect on spending independent of gender: For example, the IV
estimates are still statistically significant and vary from 0.0032 to
0.0035.

Second, the choice of bandwidth ε = 0.4 for our main analysis is
somewhat ad hoc. The point estimates of the municipal employee
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Table 4. Results for total expenditures: IV analysis with ε = 0.4.

Panel A: IV, ε = 0.4 (1) (2) (3) (4)

Municipal employees 0.0034* 0.0046*** 0.0040*** 0.0041***
[0.0018] [0.0017] [0.0015] [0.0016]

First stage Kleibergen-Paap F-statistic 56.79 59.91 59.65 288.9

Panel B: Reduced form of IV, ε = 0.4 (5) (6) (7) (8)

Municipal employees 0.0032* 0.0043*** 0.0037*** 0.0036***
[0.0017] [0.0016] [0.0014] [0.0014]

R2 0.29 0.42 0.57 0.58

N 1544 1544 1544 1544
Year dummies Yes Yes Yes Yes
Party controls No Yes Yes Yes
Municipality controls No No Yes Yes
Vote share No No No Yes

Notes: The unit of observation is a municipality m in election period t. The
dependent variable is the logarithm of the mean of per capita total expenditures
over the council term. Standard errors are clustered at the municipality level
and reported in brackets. Party controls include parties’ lagged seat shares.
Municipality controls include lagged population, squared population and shares
of young and old citizens. Vote share includes a second-order polynomial of the
municipal employees’ vote share. ***, ** and * denote statistical significance at
1%, 5% and 10%, respectively.
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effect are quite stable across a wide range of bandwidths and
statistically significant for the bandwidths from ε = 0.24 upwards.

Third, we have analyzed the expenditure effects separately for each
year instead of the mean over the whole council term. These by-year
estimates are all significant, similar in magnitude to what we reported
earlier and stable over the council term (no within-term trend). We have
also run by-year placebo regressions (four years prior to the council
term of interest), and the estimates are insignificant as they should be.
However, the expenditure effect is somewhat persistent, as it is different
from zero and significant for two years after the council term ends. The
effect becomes insignificant by the third post-term year.

Fourth, we have also constructed the instrument using placebo
thresholds of getting elected within the party lists. Reassuringly,
neither the first- nor the second-stage IV estimates are significantly
different from zero when we use the placebo thresholds.

Finally, our main results are based on the entire sample of 1544
municipality-election period observations, even though the instrument
can be different from zero only within the chosen bandwidth. This
choice may lead to a selection bias if the municipalities implicitly
selected by the bandwidth are different from the rest of the
municipalities. For example, in the close sample defined by the choice
of bandwidth of ε = 0, the covariates balance perfectly. On the other
hand, for ε = 0.4, the close sample is different from the other
municipalities, because larger municipalities are selected into the close
sample.22 However, it is unlikely that this selection compromises the
validity of our findings, because our point estimates are robust to
changing the bandwidth. We have also replicated the results of Table 4
only using those observations in which close elections take place: The

22The reason for this is that we define the bandwidth within parties in vote shares. This
means that even the bandwidth of 0.4 (4 votes out of 1000) is very narrow. For example,
a party list needs to get more than 500 votes for a candidate with a two-vote distance
to the threshold to be within the bandwidth. Larger municipalities do more often have
such narrow bandwidths.
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point estimates remain unchanged, the standard errors are slightly
larger, but the estimates are mostly statistically significant nonetheless.

6.5.2 Mechanisms at Work

Our results show that when elected, municipal employees influence
per capita local public spending (Hypothesis 1). We now turn to our
Hypothesis 2a and test whether the influence of an additional
municipal employee depends on council size. In the two leftmost
columns of Table 5, we present the results for which we have divided
the sample into two based on the median council size (27 councilors).
Consistent with Hypothesis 2a, we find that the effect is larger and
significant in the municipalities with a smaller council size. The
difference between the smaller and larger councils is also statistically
significant.23

We then test Hypothesis 2b and, specifically, the possibility that the
municipal employees have a disproportionate effect within and via
their party. Table 5 reports results for the largest and second largest
parties. Unlike in our earlier regressions, here the endogenous
explanatory variable and the instrument refer to the shares of
municipal employees within the respective party, not in the entire
council. We find a significant effect for the largest party, whereas the
estimates are smaller and insignificant for the second largest party (see
also Online Appendix C). However, the effects are not statistically
significantly different from each other. Thus, while not conclusive, the
evidence is consistent with Hypothesis 2b.24 This result suggests that
municipal employees may be a non-partisan interest group that is able

23The effect for the larger councils is not significantly different from zero. This does
not imply that municipal employees could not affect spending in some types of larger
councils, but studying such heterogeneity in detail would call for larger datasets and
an alternative identification strategy.

24We should note that the Centre Party is most often the largest party in the Finnish
municipalities, due to its considerable support in the smaller rural municipalities
(which constitute the bulk of the municipalities). Therefore, the effect captured in Table
5 may be a Centre Party phenomenon rather than a more general party size effect.



RESULTS 243

to influence decision making especially within the party. If the party is
large, they have a disproportionate effect on policy.25

6.5.3 Evidence on Rent-Seeking

To shed some light on whether the effect of public employee
representation on public spending reflects rent-seeking, or whether it
is more consistent with an efficient provision of public services, we test
Hypothesis 3a and Hypothesis 3b.

To start with, we explore whether the link between municipal
employees in the council and municipal spending is occupation
specific. It is plausible that municipal employees have more
information on their own employment sector. However, there is no
reason why, for example, a teacher would have better information
about the appropriate level of health care spending than an otherwise
similar councilor from the private sector. In columns (1) and (3) of
Table 6, the outcome variable is municipal expenditures that are not
related to health care, whereas in columns (2) and (4) of the panels, the
outcome variable is health care expenditures.26 In these models, the
interpretation of the coefficient for municipal health care employees is
that it mirrors the effect of increasing their seat share relative to any
non-municipal employee occupation.27

25We have also considered a number of other explanations. First, the marginally elected
municipal employees do not lead to municipal employees having a majority in the
council or to their party becoming dominated by municipal employees: Such instances
are very rare in the data. Second, the effect is not larger in the municipalities where the
marginally elected councilor was the only elected municipal employee from his/her
party (not reported). Moreover, instances where there would only be one municipal
employee in the entire council are very rare in the data. Finally, the increase in the
municipal employee representation apparently does not increase the probability that a
political leader (chairman of the council board or chairman of the council) would be a
municipal employee.

26When there is more than one endogenous variable, we report the Angrist-Pischke first-
stage F-statistics of an individual endogenous regressor produced by the ivreg2 STATA
command.

27The results for pre-treatment covariate balance tests and the first-stage estimations of
the IV suggest that the instrument works as expected (Online Appendix D).
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The results suggest that health care municipal employees increase
health care expenditures, but non-health care municipal employees
have no effect on them. Similarly, health care employees do not affect
non-health care expenditures, but municipal employees in the sectors
other than health increase the other (non-health) municipal
expenditures. Thus, consistent with Hypothesis 3a, spending increases
seem to be confined to the sectors that have, by chance, more
representation through municipal employees in the municipal
council.28

While not entirely conclusive, the evidence is consistent with the
information advantage of municipal employees (Niskanen 1971; Romer
and Rosenthal 1979). Naturally, one has to bear in mind that the
context of those models is somewhat different from ours as those
models focus on how bureaucrats can convince politicians to
overspend. Moreover, the evidence speaks at least mildly for inefficient
spending, because our as-good-as-random instrument ensures that
variation in the needs of citizens is not driving the results. This raises
the obvious question of why municipal employees’ information
advantage leads to increased and not to decreased spending and only
in their own sector of employment. These results also speak against
the interpretation that municipal employees increase spending because
they generally prefer a larger public sector (Knutsen 2005; Jensen,
Sum, and Flynn 2009; Rattsø and Sørensen 2016). Finally, we would
like to point out that intra-party bargaining for which we already
provided support earlier is an example of an indirect mechanism that
could generate the observed sector-specific effects: Given that
councilors with municipal employment cannot be members of the
sub-committee of their own sector, they have to influence
sector-specific spending indirectly.

28The effects are not statistically significantly different from each other. These results are
similar also if we run the analysis by party size or if we add the seat share of females
to the models (see Online Appendix D). The results for non-health care expenditures
are also robust to using other bandwidth choices. However, the effect of the seat share
of municipal health care employees on health spending is less robust in this regard.
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The results reported so far are consistent with our Hypothesis 3a,
i.e., with municipal employees having an information advantage over
politicians and being able to convince politicians to spend more on
public services. To test Hypothesis 3b, which postulates that the extra
spending is excessive and related to rent-seeking, we analyze whether
municipal employees enjoy larger returns to office in terms of receiving
larger salary increases and/or facing a smaller unemployment risk,
and whether they enjoy a larger incumbency advantage than the other
candidates. When we use candidate-level data (either lottery outcomes
that make the election status truly random or RDD), we find no
systematic evidence that the municipal employees would get higher
salaries, be more likely to subsequently be employed, or that they
would be more likely to get re-elected or get more votes (in the next
election at t + 1) than the other candidates due to getting elected at
time t (see Online Appendix E for details of these results).29

6.6 Conclusions

We have produced three novel findings in this paper. First, the political
representation of municipal employees has a positive causal effect on
overall local public spending. Second, the effect is sector specific:
Having more health care sector employees in the council increases
health care spending and having more non-health sector employees
increases non-health care spending, but there are no significant
cross-sector effects. Third, the effect appears to be related to the
interest group influencing the policy from within the parties.

Our findings hold two lessons for contemporary research in
political economics and political science. The first is that politicians’
identities matter in local political decision making characterized by
proportional representation and an open-list D’Hondt election rule.

29We have also analyzed whether the political representation of municipal employees
shows up in house prices, because high levels of government rent extraction might
be capitalized in them (Gyourko and Tracy 1991). Using municipal-level data on real
estate transactions, we find no effect on house prices.
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The citizen-candidate model (Osborne and Slivinski 1996; Besley and
Coate 1997) is therefore more in line with our evidence than the
median voter model or Tiebout (1956) competition. The second lesson
is that the marginally elected candidates are able to influence local
policy. This influence may explain why in the very same Finnish
elections that we have studied in this paper, a greater likelihood of
being the pivotal voter increases the turnout (Lyytikäinen and
Tukiainen 2016).

It is important to interpret our results in the context to which they
apply. Our findings refer to a country that has a large public sector
and that has traditionally given the local municipalities a major role in
the allocation of public resources and the production of public
services. While we do not find any systematic evidence of
rent-seeking, our results show that the Finnish municipal councilors
employed by the public sector do, by revealed preference, want to
increase public expenditures in a country that in 2014 had the highest
public sector ratio to GDP and whose local governments were among
the most indebted among all OECD countries. This is puzzling
because our as-good-as-random design guarantees that the citizens’
needs are, on average, identical in the analyzed municipalities across
all sectors. Therefore, one can raise the question why, in this context,
would informed and benevolent municipal employee councilors
increase rather than decrease the public spending of their own sector?
Moreover, can it be desirable in this context and more generally that
municipal spending is strongly affected by one particular interest
group?

Making precise statements about the external validity of a close
elections analysis is challenging. On the one hand, there are about 40
countries in the world using an open-list PR, similar in spirit to what
we have studied. Moreover, the Finnish rules governing the political
representation of municipal employees have the same broad goal as
the corresponding rules of many other countries: They have been
written in order to prevent public employees from having an undue
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influence on political decision-making. It thus seems possible that our
results generalize at least to countries with a similar political system at
the local level. On the other hand, details of political processes tend to
matter: We should not extrapolate too much, as there is quite a bit of
cross-country variation in both the precise functioning of the open-list
PR systems and the design of ineligibility and incompatibility rules
(Braendle and Stutzer 2016).

Rather than offering detailed policy recommendations, we
conclude with a call for more research. There are three reasons for this
call. First, while our findings support the argument that some
regulation of public employees’ political involvement is warranted,
they do not provide any guidance on the optimal design of ineligibility
and incompatibility rules. We can only conjecture how large the
estimated effect would have been, had there not been any restrictions
on the political participation of public sector employees in Finland.
Moreover, we would need to understand better what the interests of
other groups are to optimally design policy. Second, when, how and
why ineligibility and incompatibility rules prevent public employees
from having an undue influence on political decision-making in
general and spending in particular is likely to be context dependent.
This calls for replicating our analysis in other institutional contexts.
Finally, the empirical procedure presented here can be applied to a
wider range of electoral systems than just the open-list PR. For
example, one can use a similar aggregation of close races to look at the
effects of council composition in plurality systems, where the council
is composed of politicians elected from many (single or multi-member)
districts. Subsequent work can thus make use of our procedure to
provide more analyses of the desirability to restrict public employees’
political participation in different environments.
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CHAPTER 7

Politician Quality, Ideology,
and Fiscal Policy

7.1 Introduction

Concerns regarding a deteriorating sustainability of public finances
and how to maintain the provision of public goods and services have
been prevalent in different countries and at different levels of
government. Political institutions have an important role in shaping
policies by setting the right incentives for good policy-making. Could
democratic institutions also provide citizens with an opportunity to
tackle concerns regarding policy outcomes by electing better
politicians? It is a well-established fact that the identity of

I am grateful to Torsten Persson and David Strömberg for their supervision. For
insightful comments and discussions, I thank Keyla Badillo Rivera, Konrad Burchardi,
Sirus Dehdari, Divya Dev, Mitch Downey, Essi Eerola, Jon Fiva, Olle Folke, Liisa Laine,
Matti Mitrunen, Francesco Porcelli, Johanna Rickne, Nelson Ruiz, Riikka Savolainen,
Salla Simola, and Janne Tukiainen; seminar audiences at Bocconi University, CIE-ITAM,
IIES-Stockholm University, London School of Economics and Political Science, Trinity
College Dublin, University of Exeter, University of Nottingham, Uppsala University,
and ZEW; and participants of SUDSWEC Workshop at Stockholm School of Economics,
Advances in Political Economy and Public Economics Conference at the Max Planck
Institute for Tax Law and Public Finance, Empirical Political Economics and Political
Science Workshop at VATT Institute for Economic Research, NICEP Conference, and
IIPF Annual Congress.

255



256 POLITICIAN QUALITY

decision-makers can influence policies (Osborne and Slivinski 1996;
Besley and Coate 1997).1 But while we know that candidate quality is a
fundamental determinant of voter choice (Stokes 1963), it is unclear
whether the quality of individual politicians in a representative
government affects the quality of the government.

Besides candidate quality, voters care about ideology (Downs 1957).
Quality can be linked to the ideologies of politicians like any other
characteristics. It is even possible that more able politicians take more
extreme policy positions (Fenno 1978; Serra 2010; Bernhardt, Câmara,
and Squintani 2011). Ideologies of politicians do, in turn, translate into
policies in ambiguous ways.2 Consequently, it is not obvious that we
can have capable and ideological representatives who make better
decisions—or if voters need to compromise on ideology to have better
policies.

This paper starts to fill these gaps in our knowledge by showing
that electing more high-quality representatives on both sides of the
political spectrum improves economic policy. Using local governments
in Finland as a test bed, I am able to provide well-identified evidence
in a within-country setting, measure local councilor quality rigorously
using administrative registries and, most importantly, establish the
previously missing link between politician quality, ideology, and fiscal
policy outcomes.

1Empirical studies have shown, to mention some examples, that political partisanship
(Ferreira and Gyourko 2009), female politicians (Chattopadhyay and Duflo 2004),
minority representation (Pande 2003), and politicians’ occupational background
(Hyytinen et al. 2018a) have effects on a range of policy outcomes.

2Ideology is often a centerpiece of criticism when governments are accused of
overspending that derails public finances from a fiscally sustainable path, or austerity
measures that hurt vulnerable groups in society. Yet voters may be willing to
accept ideological extremeness if a candidate possesses other desirable traits. This
is illustrated in a quote from Leon Jaworski, the chief investigator of the Watergate
scandal. He started chairing a ”Democrats for Reagan” committee supporting the
election of Ronald Reagan for president of the United States. When the press
confronted Jaworski about his support for a conservative Republican candidate, he
argued that he ”would rather have a competent extremist than an incompetent
moderate” (Washington Post, September 30, 1980).
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Quality and Policy Empiricists typically proxy the quality of
politicians with measures based on education, pre-office income or
prior political experience with the idea that these characteristics reflect
skills that are useful in politics.3 I study these markers of politician
quality using data on electoral candidates combined with detailed
registry data that cover the full Finnish population. In addition, I
employ an approach recently suggested by Besley et al. (2017) and
measure politician quality based on residuals from a Mincer-type
regression. This measure, which I refer to as competence following
Besley et al. (2017), captures an individual earnings capacity but is
orthogonal to characteristics such as gender, age, sector of
employment, and having higher education. It is a reasonable candidate
for a measure of valence, i.e., characteristics that voters value besides
ideology (Stokes 1963).

Candidate quality is a key predictor of electoral success (Jacobson
1989; Mondak 1995; Stone and Simas 2010). I also find that my
measures of quality are strongly associated with a better performance
in Finnish local elections. The main contribution of this study,
however, is to provide novel evidence that valence and other qualities
matter for policy. I use as-good-as-random variation generated by
close elections to estimate the causal effect of electing high-quality
politicians on two types of economic policy outcomes that are directly
under the control of the Finnish local councils. The first set of
outcomes consists of different fiscal sustainability measures that
provide a reasonable proxy for municipalities’ economic balance and
capability of sustaining the current size of the government.4 Second, I
study the effects on local public expenditures to see whether there is a
trade-off between economic performance and valuable public goods

3For example, see Ferraz and Finan (2009), Kotakorpi and Poutvaara (2011), Galasso
and Nannicini (2011), Besley, Montalvo, and Reynal-Querol (2011), Gagliarducci and
Nannicini (2013), Baltrunaite et al. (2014), and Beath et al. (2016).

4I examine six variables that the central government monitors: net result, debt, relative
indebtedness, deficit, solvency ratio, and the income tax rate of the municipalities. I also
construct a summary index of fiscal sustainability based on so-called crisis municipality
criteria used by the Ministry of Finance.
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and services provision. My results imply that different politician
qualities have differential effects on policies. Electing more
high-income politicians, re-elected incumbents, and competent
politicians in local councils improves fiscal sustainability outcomes
without undermining the public goods and services provision.
Furthermore, I find suggestive evidence that increases in
university-educated politicians’ representation lead to an increase in
the size of the public sector. Nevertheless, there is no evidence of
negative impacts on fiscal sustainability. These findings suggest that
electing more high-quality politicians can improve economic policies.

A key challenge is identifying the policy effects independently of
voters’ preferences. I use the empirical strategy developed by
Hyytinen et al. (2018a) to deal with this and other potential
endogeneity concerns. In particular, I exploit close electoral races
between high- and low-quality candidates that take place within
political parties as a source of exogenous variation. Such close elections
stem from the open-list proportional representation system that
Finland uses. They allow me to construct an instrumental variable that
measures how many high-quality politicians were elected, or not
elected, by chance in close elections. Given that the identification
strategy is based on the election of marginal candidates in each party,
my estimates (i) are not confounded by potential partisan effects, and
(ii) are likely to provide a lower bound for the true effects of electing
high-quality politicians.

Quality and Ideology Politicians’ behavior in office is often
guided by their ideology (Entman 1983; Barrett and Cook 1991). A
more liberal economic ideology is typically associated with preferences
for a larger public sector. While economic stability is generally viewed
as a desirable goal, the fiscal sustainability measures that I study could
also be influenced by ideology. In the second part of this paper, I use
unique survey data on municipal election candidates’ policy positions,
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and document associations between politician quality and economic
ideology that can help reconcile the effects on policy outcomes.

I show that local election candidates with a university degree have
a more left-wing ideology than less educated candidates, whereas
candidates with a higher income are more fiscally conservative.5

Incumbents are ideologically more extreme. On average, they are more
right-wing than non-incumbents, although the correlation between
ideology and incumbency varies substantially across parties.
Incumbent candidates from the left-wing parties take more liberal
policy positions, and incumbent candidates from the right-wing
parties do the opposite. The correlation between ideology and
competence is very similar to that between ideology and income, even
though the competence measure only captures that part of income that
is unrelated to the observable characteristics of the candidates.

Much of what we know about the correlates of politicians’ policy
positions comes from analyses of legislative voting records.6 Instead of
relying on voting behavior, I am able to combine the administrative
data with survey data on candidates’ stated policy preferences. These
data come from so-called voting aid applications that help voters find
a candidate who stands closest to their policy preferences, and they are
not limited to elected politicians. This is important, as party discipline
can constrain the vote choices of elected representatives at least on
certain issues (Snyder and Groseclose 2000; Ansolabehere, Snyder, and
Stewart 2001b).

Relation to Prior Literature This paper binds together and
contributes to three strands of literature. First, the existing research on
political selection has merit in explaining what kind of people run and
get elected for political office (Best and Cotta 2000; Dal Bó et al. 2017).7

5Throughout the paper, I use the terms conservative and right-wing, and liberal and
left-wing interchangeably in the context of (economic) ideology.

6See, for example, Bratton and Haynie (1999) and Carnes (2013).
7An extensive line of work has studied how the quality of electoral candidates and
elected representatives is affected by different factors such as electoral rules (Hirano
and Snyder 2014; Beath et al. 2016; Galasso and Nannicini 2017), political competition
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These studies are agnostic about the consequences of electing
high-quality politicians, which is where this paper steps in.

Second, the empirical literature inspired by citizen-candidate
models (Osborne and Slivinski 1996; Besley and Coate 1997) has
explored the effects of different politician characteristics on various
policy outcomes. But we only have a partial understanding of how the
quality of representatives affects government performance. Prior
studies have covered the role of politicians’ education (Besley,
Montalvo, and Reynal-Querol 2011; Carnes and Lupu 2016;
Martinez-Bravo 2017), length of tenure in political office (Freier and
Thomasius 2016; Coviello and Gagliarducci 2017), and managerial
competence (Carreri 2018). Notably, we do not have much causal
evidence on the effects of politician valence as recently pointed out by
Dal Bó and Finan (2018). My study considers a multitude of politician
qualities in a unified setting. Another important feature that
distinguishes this paper from the earlier work is that I study
assemblies of politicians instead of individual political leaders.
According to one view, famously advocated by Weber (1947),
individual political leaders can have a substantial impact when they
are not constrained by bureaucracy or social norms, for instance. I ask
whether able members of a representative council can make a
difference.

Third, I add to the literature on the correlates of ideology.
Theoretical work on valence politics links candidate valence with
policy positions (Ansolabehere and Snyder 2000; Groseclose 2001;
Serra 2010; Bernhardt, Câmara, and Squintani 2011). Depending on the
model set-up, better candidates may either be more extreme or more
moderate than their less advantaged challengers. Empirical tests of
these theories are relatively scarce, concentrated on the U.S. context,
and provide mixed results on the relationship between candidate
valence and ideology (Ansolabehere, Snyder, and Stewart 2001a;

(Galasso and Nannicini 2011; De Paola and Scoppa 2011), or pay for politicians (Caselli
and Morelli 2004; Kotakorpi and Poutvaara 2011). See also Besley (2005) and Dal Bó
and Finan (2018) for surveys on political selection.
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Burden 2004; Stone and Simas 2010). This paper provides evidence
from a novel setting. I also study how ideology correlates with
qualities that may not be valence characteristics but could still be
valuable in politics. There is a sizable literature analyzing correlates of
policy preferences in surveys of voters, but it is important to
understand whether similar correlations arise for political elites.

Politician ideology may have a part in shaping the policy outcomes,
but mere correlations between quality and ideology do not yet tell us
anything about the exact consequences for policy. To provide a
comprehensive picture of the role that quality plays in politics, this
paper answers two intertwined questions: (i) how does having
representatives of higher quality affect economic policies, and (ii) what
is the relationship between candidate quality and ideology.

Organization The remainder of the paper proceeds as follows.
Section 2 introduces the institutional context, and Section 3 describes
the data employed in this study. Section 4 explains the instrumental
variables strategy used to identify the policy effects, and presents the
empirical findings. Section 5 explores the correlation between
candidate quality and economic ideology. Section 6 concludes the
paper.

7.2 Institutional Setting

In this section, I provide a brief overview of the tasks of Finnish local
governments. Moreover, I describe the local political landscape, as well
as the election system used in Finland.8

7.2.1 Finnish Local Governments

Local governments have an important role in the Finnish system. On
average, they spent about 5, 600 euros per capita per year during the

8For a more extensive overview of local government in Finland, I refer to Moisio,
Loikkanen, and Oulasvirta (2010).
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period of my data (1997 − 2012). Overall, local public expenditures
constitute about 20% of the Finnish GDP. The majority of local
expenditures is used to take care of statutory responsibilities, the most
important of which are social and health care, and primary education.
The municipalities are a major employer in Finland: they employ
roughly one fifth of the Finnish labor force. To cover their
expenditures, the municipalities are allowed to collect income and
property taxes, and out-of-pocket payments from the users of
municipal services. In addition, they receive a share of corporate taxes
and fiscal grants from the central government. The most important
revenue source is the local income tax with an average rate of 18.7%.
Local income taxes account for more than 40% of the local government
revenue, on average.

Despite municipalities’ considerable fiscal autonomy, the law
requires them to have balanced budgets. To maintain financial and
fiscal discipline, the Ministry of Finance monitors net result, debt,
relative indebtedness, deficit, solvency ratio, and the income tax rate of
the municipalities. In the year 2004, the ministry defined criteria based
on these variables that the municipalities must satisfy. I will return to
the exact criteria in Section 3.2 when discussing the choice of
dependent variables. Local governments that do not satisfy the criteria
become so-called crisis municipalities and are required to take actions
to balance their economy. Crisis municipalities that fail to do so can
lose their fiscal autonomy and face mandatory spending cuts, or they
can be forced to a municipal merger.

Kestilä and Rantsila in Northern Finland are typical examples that
the Ministry of Finance classified as crisis municipalities in the year
2006. They had to close down elementary schools, privatize public
services, and reduce the number of public employees to improve fiscal
sustainability. Despite their efforts, they ended up merging with two
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neighboring municipalities three years later, as they could not
guarantee the delivery of public services otherwise.9

7.2.2 Local Politics in Finland

The municipalities are led by local councils, in which the decisions are
taken by a simple majority of the council members. The number of
council seats is a step-wise function of the population, and it varies
between 13 and 85. A median council has 27 seats. The council
appoints a municipal executive board to prepare decision-making. It
can set up committees to deal with different functions such as social
and health services, education or urban planning. Seats in these
organs are divided proportionally between the parties following the
election result, and typically every elected councilor is assigned to at
least one committee. Thus, elected politicians have several channels to
influence policy-making.

Finnish local politicians are leisure politicians. Being a member of
the local council is not a paid full-time job and thus, the councilors
keep their every-day job alongside their political tasks. Every member
receives compensation for participating in the council meetings, and the
council and board chairmen also receive an annual compensation.10 The
economic returns to political office at the local level are relatively low,
around a thousand euros annually (Kotakorpi, Terviö, and Poutvaara

9According to the Finnish Association of Local Authorities, more than half of the crisis
municipalities (26 out of 47) had the same fate between the years 2006 and 2017.
While the central government can force crisis municipalities to a municipal merger,
all mergers so far have been voluntary. Local government mergers are typically viewed
as the last resort. A survey conducted in 2004 found that 43% of the Finns were against
municipal mergers, and 29% supported them (Pekola-Sjöblom, Helander, and Sjöblom
2006). One potential reason is that they can have a considerable impact on the spatial
distribution of local public services within a merger—smaller merger partners typically
taking a hit—although the welfare effects of this are unclear (Harjunen, Saarimaa, and
Tukiainen 2017).

10The position of a board chairman is considered to be the most important position
in local politics. It is comparable to the position of a mayor in many other political
systems. An important distinction is that in a clear majority of the municipalities, the
position is not even a part-time job. Meriläinen and Tukiainen (2018) study the selection
of political leaders in Finnish local governments.
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2017). Thus, candidacy in elections is hardly motivated by money. A
survey by Finnish political scientists suggests that the most important
reason to run for local public office is simply the willingness to help the
local community (Kestilä-Kekkonen et al. 2018).

Municipal elections are organized every fourth year, and a new
local council starts its tenure at the beginning of January. The electoral
system uses proportional representation with open lists. This means
that a voter casts her ballot for an individual candidate and not
directly for a party. This institutional feature makes it very convenient
to exploit close elections within party lists as a source of exogenous
variation as in Hyytinen et al. (2018a). The seats in the municipal
council are shared using the D’Hondt method. Therefore, the seat
allocation between political parties depends on the vote shares of
parties in the electorate, and the seat allocation within parties depends
on the vote shares of individual candidates in the party vote.

The median number of parties nominating candidates in local
elections is seven. The municipal elections held between 1996 and 2012
were dominated by three large parties from the political left, center,
and right: the Social Democratic Party, the Center Party, and the
National Coalition Party, respectively. Other parties that hold seats in
both municipal councils and the National Parliament are the Left
Alliance, Green Party, True Finns, Swedish People’s Party, and
Christian Democrats. There are several smaller parties, and many
municipalities have local, often independent or one-agenda political
groups.

7.3 Data and Measurement

To explore the effects of politician quality on policy outcomes, I
construct an extensive data set that combines administrative registry
data on local election candidates with aggregate data on local
governments. I also use registry data on the full Finnish population to
construct a competence measure based on the residuals from a Mincer
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regression following Besley et al. (2017). This section describes these
data and discusses measurement issues.

7.3.1 Election Data and Measurement of Politician Quality

I use data on the candidates and electoral results from five elections
held in 1996, 2000, 2004, 2008, and 2012 from the Ministry of Justice.
These data include electoral candidate information, such as
candidates’ party affiliation, number of votes, previous political
experience and election status. In total, the data cover almost 200, 000
candidate-election year observations, out of which over 100, 000 are
unique individuals. I merge the election data with administrative
registry data on the full population to measure candidate quality.
These data are obtained from Statistics Finland. They span 1988–2015
and include information on educational attainment, labor market
characteristics (sector of employment, income etc.), and demographic
characteristics (gender, age etc.). Given that the linking relies on social
security numbers, the match between the data sets is virtually perfect.
Appendix A provides summary statistics on the candidate data.

Measuring Candidate Quality The administrative registries allow
a rigorous measurement of politician quality. This is crucial for two
reasons. Different qualities might play different roles in politics. But no
measure of quality is perfect, and it is unclear which would be the best.

First, I follow previous research in political economics that has
measured politician quality with variables related to human capital
such as politicians’ pre-office income or their educational attainment
(Ferraz and Finan 2009; Kotakorpi and Poutvaara 2011; Galasso and
Nannicini 2011; Besley, Montalvo, and Reynal-Querol 2011;
Gagliarducci and Nannicini 2013; Baltrunaite et al. 2014; Beath et al.
2016). A higher income might reflect higher skills which could be in
use in the political arena. Similarly, people with more education have
more human capital. They also tend to be more engaged in civic life
which potentially makes them better politicians (Besley and
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Reynal-Querol 2011; Carnes and Lupu 2016). While income and
educational attainment of politicians may capture expertise that is
relevant in politics at least to some extent, they are likely to be
influenced by social background (Murray 2015; Carnes and Lupu
2016). A university degree as well as a high income may also be
qualities that some voters dislike (Campbell and Cowley 2014a, 2014b).
Therefore, these qualities are imperfect measures of valence typically
understood as characteristics that voters value regardless of ideology
(Stokes 1963).

Second, I measure quality based on candidates’ prior political
experience. Incumbency is a typical measure of candidate quality in
the literature on valence politics (Jacobson 1989; Groseclose 2001;
Ansolabehere, Snyder, and Stewart 2001a; Burden 2004). Previous
experience in a political office could tell us something about
candidates’ motivation. Moreover, politicians who have served before
may have accumulated skills that are useful in policy-making.
However, a commonly expressed concern is that political longevity
could be related to undesirable phenomena such as corruption (Besley
and Prat 2006).

Third and finally, I follow the approach suggested by Besley et al.
(2017). They point out that an ideal measure of competence as a
valence characteristic should capture cognitive and non-cognitive skills
which influence the policy-making ability, independently of social
background and other characteristics. As an attempt to measure
politician quality in such a way, I define a competent politician as one
who has a higher income than another individual with many similar
background characteristics. To construct the competence measure, I
use the administrative registries covering the full population and
estimate fully saturated Mincer-type regressions of the form

incomeit = f (ageit, sectorit, educationit) + λm + νit. (1)

Here incomeit is the disposable income of an individual i in year t.
ageit are age cohort dummies (by five-year intervals), sectorit are fifteen
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dummies for the sector of employment, and educationit is a dummy for
having at least two years of tertiary education. I include a full set of
interactions of these variables, denoted by f (·). Moreover, I include
municipality fixed effects λm to capture systematic geographical
differences in income. I estimate the Mincer equation for each annual
cross section in the data separately for four different groups,
working-age (under 63-year-old) and retired (63 years old or older)
men and women, to avoid confounding the results with labor market
behavior stemming from gender norms or retirement. I use the most
recent sector of employment for the retired. I omit all full-time
politicians and top bureaucrats beginning from the year in which they
obtain such a position to alleviate any endogeneity concerns, and to
avoid the competence measure being driven by political careers. From
each regression, I save the residuals νit (”unobserved skill” or ”residual
ability”) for each politician, average them over time to reduce the
idiosyncratic variation, and finally use the average residuals as a
measure of competence. This competence measure is an attractive way
of measuring candidate valence as it is likely to capture characteristics
such as intelligence, bargaining skills and other similar, politically
valuable attributes—although it is not entirely clear what the residual
ability consists of.11

One caveat in the continuous residual ability measure is that income
could have a different variance within the age-education-sector cells.
This variance could be correlated with levels of income. If that is the
case, using the raw residual ability would effectively reflect the level of
income, which we wish to avoid. Thus, the analysis in this paper uses
a binary competence measure that gets the value of 1 if the residual
of a politician exceeds that of the median in his or her party, and 0
otherwise. Defining the binary measure within the parties alleviates
the concern that social background is not fully captured by the income

11In the Swedish context, Besley et al. (2017) validate the measure by showing that it is
related to the political success of candidates and the policy success of elected competent
politicians. Moreover, there is a strong positive relationship between the measure and
scores from military IQ and leadership tests.
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residuals, given that different political parties attract candidates from
different social backgrounds.

The binary measure of competence facilitates the instrumental
variables approach that I follow to causally identify the effects of
council composition. I also use the following binary indicators of
quality: having a university education (at least a bachelor’s degree), a
high income (an income above the election year median), or being an
incumbent.12 The pairwise correlations between different qualities are
not perfect which illustrates that the measures capture different
dimensions of quality. The correlations of university education with
high income, incumbency, and competence are 0.28, 0.03, and 0.07,
respectively. The correlation between incumbency and high income is
0.16, and between competence and high income it is 0.28. Finally, the
correlation between competence and incumbency is 0.13.

Quality and Political Success The empirical literature on valence
politics has documented a positive correlation between candidate
quality and electoral performance (Jacobson 1989; Mondak 1995; Stone
and Simas 2010). In Figure 1, I show that the quality measures are
positively associated with two crucial measures of success in the
political arena: getting elected and vote shares. This suggests that the
economic quality measures capture something meaningful in politics.
Moreover, incumbents perform better than non-incumbents, although
Hyytinen et al. (2018b) show that there is no causal evidence of an
incumbency advantage in Finnish local politics.

The regression results show that university-educated candidates
get 0.24 percentage points larger vote shares than the less educated
candidates when controlling for party and municipality fixed effects.
The same quality premium is 0.36 for high-income candidates, 1.16 for
incumbents, and 0.32 for competent candidates. These increases in

12The average disposable income of a high-income candidate is about 34, 400 euros in the
estimation sample (in 2015 values), whereas the average low-income candidate earns
15, 100 euros. The difference is slightly smaller between competent and non-competent
candidates. They earn, on average, 30, 800 and 19, 300 euros, respectively.
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vote shares are large enough to have a positive impact on election.
University-educated politicians are about 11% more likely to become
elected than candidates without a university education. A high income
is associated with an increase of 17% in the likelihood of getting
elected, whereas incumbents are as much as 60% more likely to get
elected than non-incumbents. Finally, competent candidates are 15%
more likely to get elected than non-competent candidates. I report
more detailed regression results in Appendix B, where I also show that
the quality measures predict political promotions.

Patterns of Political Selection Finnish local politicians are
positively selected on the quality measures I employ in this study. For
example, the electoral candidates are more educated and have a higher
income and residual ability than those who do not run for a political
office. Elected politicians measure higher in these qualities than
non-elected candidates, and politicians holding chairman positions are
better quality than row politicians. I illustrate and discuss political
selection in Finnish municipal politics further in Appendix B.

In sum, there are clear similarities between political selection in the
Finnish open-list system and the Swedish semi-open list system (Dal
Bó et al. 2017). Voters have the power to decide who gets elected in
open-list elections, whereas political parties play a bigger role in
semi-open list systems. The similarity of political selection in these
systems is an important finding, as electoral systems are typically
considered to have substantial implications for political selection
(Besley 2005; Galasso and Nannicini 2017). The patterns are striking in
the light of the theoretical literature on political selection. These
studies provide a rather pessimistic view of the quality of politicians:
less able politicians tend to select into politics due to free-riding
incentives or lower opportunity costs of participating in politics
(Caselli and Morelli 2004; Messner and Polborn 2004).
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7.3.2 Aggregate-Level Data and Outcomes of Interest

I combine the micro data on politicians with finances and
demographics of the municipalities to study how politician quality
affects economic policies. These data span the years 1997–2012, and
they were obtained from Statistics Finland. The aggregate-level data
set contains 1, 544 municipality-council term observations in total,
although some of the outcome variables are not observed for all
municipalities.13 I provide descriptive statistics on the
municipality-level data in Appendix A.

To understand how the quality of local councilors affects the quality
of policies, I study two types of economic policies that are directly under
the control of local governments. In particular, I focus on the size of the
local public sector as measured by expenditures per capita, and on a
set of fiscal sustainability outcomes. Good policies in this context are
understood as increased public goods and services provision—which
is arguably important and valuable at least to some citizens—without
causing economic distress, or improved financial conditions without a
reduction in public expenditures. On the contrary, bad policies either
involve a trade-off between public spending and fiscal sustainability,
or both cutting down the public sector and doing worse in terms of
financial stability.

I measure the fiscal sustainability of the municipal finances based
on so-called crisis municipality criteria.14 The central government
monitors the net result, debt, relative indebtedness (the share of
operational revenues of a municipality that would be needed to pay
back outside capital), deficit, solvency ratio (the share of own capital of

13I observe local public expenditures and local income tax rates for the whole period.
Information on debt and relative indebtedness is available from the year 1998 onwards,
and data on solvency ratios and accumulated deficit start from the year 2000. Two
municipalities with errors in the electoral results data are omitted from the analysis. I
also exclude 33 observations for municipalities that have merged during the four-year
electoral term.

14While the exact crisis municipality criteria were introduced only in the year 2004, the
central government was keeping an eye on similar outcomes already before the crisis
municipality criteria were adopted.
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all capital), and the income tax rate of the municipal balance sheets. I
study these variables for the whole time span of my data. Moreover, I
construct a fiscal sustainability index (FSI) for the period starting from
2005 to capture the economic performance of the municipalities with a
single measure. A municipality that fulfills the following six criteria
becomes a crisis municipality: (i) the net result is negative; (ii) debt per
capita exceeds the national average by more than 50%; (iii) the local
government has a budget deficit; (iv) the municipal income tax rate is
0.5 percentage points higher than the national average; (v) the solvency
ratio of the municipality is less than 50%; and (vi) the relative
indebtedness is at least 50%. FSI measures how many of the crisis
municipality criteria a municipality does not satisfy. Thus, a higher
value of the index indicates better fiscal health.15

7.4 Effects of Politician Quality on Fiscal Policies

Can an individual skilled councilor make a difference in a
representative government? Voting is an imminent channel through
which better politicians could have an impact on policy outcomes
(Entman 1983; Barrett and Cook 1991). An individual politician can
also influence policies through intra-party bargaining or simply by
convincing other decision-makers about their ideas (Laver and Shepsle
1990; Lijphart 1999; Hyytinen et al. 2018a). If politician quality affects
the quality of policies, we would naturally expect to see improved
policy outcomes. But exactly how politician quality maps into policies
is an empirical puzzle that I address in this section.

7.4.1 Identifying Policy Effects

Assume that we are interested in the relationship between a fiscal policy
outcome ymt and the seat share of competent politicians, Competentmt.

15Most municipalities satisfy at least one criterion, and the average number of criteria
satisfied is 1.28. It is somewhat rare that a municipality would be classified as a crisis
municipality. I show the full distribution of the FSI in Appendix A. Due to their nature,
the fiscal sustainability outcomes are very salient to Finnish voters.
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We want to estimate a regression function of the form

ymt = βCompetentmt + X′mtγ + µmt, (2)

where X′mt is a vector of (potentially lagged) control variables for
municipality m at time t, and µmt is the error term. A simple OLS
estimation of equation (2) would potentially yield a biased estimate of
β, the impact of increasing competent politicians’ seat share by one
percentage point on the outcome. The OLS estimates could be
vulnerable to an omitted variable bias due to unobserved voter
preferences, or they might suffer from reverse causality due to the
underlying economic conditions leading to the demand and supply of
a particular kind of politician.

To overcome these problems, I exploit within-party close elections
that involve two types of politicians to construct an instrumental
variable for seat shares following Hyytinen et al. (2018a).16 These close
elections stem from the open-list system used in Finland. Basing the
identification on them also ensures that the estimation results are not
confounded by potential partisan effects on policies. The instrumental
variables are constructed in three steps.

Step 1 The first step is to define candidates who are involved in
close elections where the electoral outcomes are as good as random.
For each party list, I define a cut-off value as the average of the within-
party vote shares of the last elected and the first non-elected candidate.
Each candidate’s distance from election is then the difference between
her within-party vote share and the cut-off value. Candidates whose
distance from election lies within bandwidth ε are involved in the close
races. Note that closeness can be defined only for party lists that elect
at least one candidate and have at least one non-elected candidate.

16Much of the recent empirical literature uses close elections for identification in a simple
regression discontinuity design setting. The Finnish municipal election system does not
render itself to such analysis, as I cannot construct a well-defined running variable at
the municipality level.
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I use bandwidth ε = 0.2 for most of the results presented in the
main text, but I will explore robustness to using alternative definitions
of closeness. While the choice of bandwidth is somewhat ad hoc, there
are some practical reasons behind it. Using too wide a bandwidth
would cause covariate imbalances, but there must also be enough
variation to ensure that the IV approach works. In practice, the
elections within the bandwidth ε = 0.2 are very close. Given that ε is
expressed in percentages, ε = 0.2 means 2 votes out of 1, 000. The
elections within this bandwidth cover about 5% of all candidates
running for election. Roughly half of them are either ties resolved by a
lottery or cases where the vote difference between the last elected and
the first non-elected candidate is merely one vote.17 More than 70% of
the candidates involved in these close elections are within a bandwidth
of five votes.

Step 2 In the second step, I calculate the difference between the
realized and expected outcome of the close races within each party list
p. This yields a number for how many more high-quality politicians are
elected, by chance, from the close races than we would expect. These
close races can involve more than two candidates, of which any number
can be high-quality ones. The expectation comes from a hypergeometric
distribution, as we can think of the situation as a simple urn problem.

Close elections happen within all parties, but they are more common
in large parties—the Social Democratic Party, the Center Party, and the
National Coalition Party. I illustrate this graphically in Appendix C
where I show the distributions of the party-level contributions to the
instrument.

Step 3 In the third and final step, the random variation at the
party-list-level is aggregated across parties to construct a
municipality-level instrumental variable. This is done simply by
summing up all party-level differences calculated in the second step

17See Hyytinen et al. (2018b) for details on the lottery procedure.
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within a municipality-election year and normalizing by council size.
Formally, the instrument is defined by equation

Tmt =
100
Smt

∑
Pmt

[
∑

Npmt

CipmtEipmtDipm −
∑Npmt

CipmtDipm

∑Npmt
Cipmt

∑
Npmt

CipmtEipmt

]
,

(3)
where Cipmt, Eipmt and Dipm are dummies for a politician i being close,
getting elected, and being a high-quality politician, respectively. Npmt

is the set of candidates, and Pmt is the set of parties in each election.
The first term within brackets is the number of good candidates elected
in close elections, while the second term is the expected number of
such candidates. The terms in brackets are summed over all parties
participating in the election, and the sum is divided by council size Smt

in order to express the instrument in terms of seat share.
To summarize, the instrument Tmt measures the extent to which the

seat share of politicians of a higher-quality type exceeds (Tmt > 0) or
falls short of (Tmt < 0) their expected seat share due to randomness
in the outcomes of close elections. If, in a given municipality, good
candidates were lucky within one party list and equally unlucky in
another, the treatment at the municipal-level would be zero. One can
think of Tmt as the part of the variation in the seat share of high-quality
politicians that is as-good-as random. That is to say, the instrument is
uncorrelated with the error term µmt. I will assess the credibility of this
assumption using covariate balance tests (see Section 4.3).

Figure 2 graphically illustrates the variation that I use to conduct
the empirical analysis. The distributions of the instrumental variables
are almost symmetric around zero. This suggests that there is no
manipulation in close elections. Most of the variation is centered
around cases in which one candidate gets or does not get elected by
chance. Part of the variation in the instrumental variable reflects
variation in council size, although close elections are more common in
median-sized municipalities with 21-35 local councilors. Roughly half
of the observations in my data have a non-zero instrument value for
university-educated politicians. Moreover, around two thirds of the
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municipalities have a non-zero instrument value for high-income
politicians, re-elected incumbents, or competent politicians. For further
illustrations and discussion, see Appendix C.

First Stage I have a valid and strong first stage, as shown in Table
1. The point estimates are of a sensible magnitude as well. Increasing
high-quality politicians’ seat share in close elections by one percentage
point increases their actual seat share by approximately one percentage
point. The average seat shares of university-educated politicians, high-
income politicians, re-elected incumbents and competent politicians are
22%, 62%, 57% and 59%, respectively.

7.4.2 Empirical Findings

Next, I will show regression results from two specifications. In the
first, I only control for year fixed effects. The second specification adds
control variables to further improve the precision. These control
variables include region dummies, lagged population characteristics
(population, squared population, and shares of young and old
inhabitants), lagged party seat shares, and a second-order polynomial
of each respective group’s vote share. If my instrument is as-good-as
random, including any control variables in the regression model
should only reduce the residual variance. As the local councils serve
for four full years, it is not obvious which year we should be looking
at. Therefore, I average the outcomes over electoral terms.18

High-Quality Politicians and Fiscal Sustainability I begin my
empirical analysis by reporting IV regression results on the effects on
local governments’ economic stance captured by the FSI. In Table 2, I
first show that electing more university-educated politicians does not
affect local governments’ fiscal situation. The point estimates are

18Note that I run a separate IV estimation for each of the qualities. The magnitude of
the point estimates is robust to including all qualities in the same IV regression, as I
show in Appendix D. However, this slightly affects the statistical significance of the
estimates.
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Figure 2. Distributions of the instrumental variables.
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ent

1.077***
0.921***

0.974***
0.975***

1.017***
1.032***

1.019***
0.887***

[0.220]
[0.068]

[0.167]
[0.068]

[0.137]
[0.082]

[0.149]
[0.074]

N
1544

1544
1544

1544
1544

1544
1544

1544
R

2
0.06

0.90
0.02

0.85
0.04

0.64
0.04

0.80
Year

FE
C

ontrols

N
otes:

The
controls

include
region

dum
m

ies,
lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
ofyoung

and
old

inhabitants),lagged
party

seatshares,and
a

quadratic
polynom

ial
of

each
respective

group’s
vote

share.
Standard

errors
clustered

at
the

m
unicipality

level
are

reported
in

brackets.***,**
and

*
denote

statisticalsignificance
at

1%
,5%

and
10%

,respectively.
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insignificant both statistically and economically. The conclusion that
university-educated politicians do not matter for fiscal sustainability
appears to be robust. While the point estimates come with rather wide
confidence intervals, the effect magnitude is very stable across a range
of bandwidths and different specifications (see the robustness checks
in the following subsection).

The other three qualities are causally linked to improved fiscal
sustainability. Concentrating on the specifications that include control
variables, we see that a one percentage point increase in the seat share
of high-income politicians, re-elected incumbents and competent
politicians leads to an increase of approximately 0.06 in the fiscal
sustainability index. This effect is statistically significant at the 10%
level for high-income politicians, and at the 5% level for re-elected
incumbents and competent politicians. Adding one more high-income
politician, re-elected incumbent, or competent councilor in a median
council with 27 local councilors—where the seat share of one councilor
is around 3.70%—would increase the FSI (i.e., reduce the number of
crisis municipality criteria that are satisfied) by about one fifth.19 This
effect corresponds to approximately 0.15 standard deviations, and it is
also economically relevant. We see that adding control variables barely
changes the point estimates in any of the specifications. This is good
news for instrument validity. Including the additional controls makes
the first stage considerably stronger, as we can see from the first-stage
F-statistics. It also decreases standard errors of the second-stage
estimates slightly in most cases.

In practice, electing more high-quality politicians means that a
municipality satisfies less crisis municipality criteria on average during
an electoral term. Most municipalities satisfy at least one crisis
municipality criterion. I do not find any evidence that having more
high-quality politicians would make it more likely that a municipality
satisfies no criteria at all (results not reported).

19Estimating an alternative IV specification with the number of high-quality politicians
instead of their seat share yields similar results.
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Table
2.IV

estim
ation

results
for

FSI.

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

U
niversity

educated
%

0.012
0.000

[0.034]
[0.038]

H
igh

incom
e

%
0.071

0.063*
[0.053]

[0.034]
R

e-elected
incum

bent
%

0.088**
0.060**

[0.039]
[0.028]

C
om

petent
%

0.049
0.065**

[0.030]
[0.029]

N
679

679
679

679
679

679
679

679
First

stage
F

16.55
96.82

7.53
64.61

14.42
63.79

23.32
64.03

M
ean

of
dependent

variable
4.69

4.69
4.69

4.69
4.69

4.69
4.69

4.69
SD

of
dependent

variable
1.41

1.41
1.41

1.41
1.41

1.41
1.41

1.41
Year

FE
C

ontrols

N
otes:

The
dependent

variable
is

the
FSI.

Larger
values

are
associated

w
ith

im
proved

fiscal
sustainability.

C
ontrols

include
region

dum
m

ies,
lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
of

young
and

old
inhabitants),lagged

party
seat

shares,and
a

quadratic
polynom

ial
of

vote
shares

corresponding
to

each
group.

Standard
errors

clustered
at

the
m

unicipality
levelare

reported
in

brackets.
***,**

and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.
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I examine six variables behind the FSI separately in Figure 3 to get
a detailed picture of the effects on improved fiscal sustainability. Each
point estimate and the associated 95% confidence interval shown in the
figure come from a separate IV regression. Again, I report the
estimation results both without and with the additional control
variables.

There are no statistically significant effects on the local income tax
rate (Panel A). The sign of the point estimates suggests that having
more councilors with a university education could raise the tax rate
whereas the representation of other types could lead to lower tax rates.
These notions are somewhat in line with the results on quality and
public expenditures. There is no systematic and statistically significant
evidence that the qualities would matter for the result per capita (Panel
B), although the point estimates are positive in most cases.

We start seeing statistically significant effects in case of debt and
relative indebtedness (Panels C and D). For example, a one percentage
point increase in the seat share of high-income politicians or re-elected
incumbents yields a decrease of almost 0.50 percentage points in relative
indebtedness, and these effects are statistically significant. Therefore,
one additional politician of higher quality would mean a reduction of
around two percentage points which is slightly above one tenth of the
standard deviation. The point estimates for competent politicians are of
a similar magnitude but not statistically significant at any conventional
level. The point estimates on the accumulated surplus are all positive,
but show hints of statistical significance at the 5% level only in the
case of competent politicians (Panel E). Electing 1% more competent
politicians increases the accumulated surplus per capita by around 25
euros. Finally, politician quality matters for the solvency ratio (Panel
F). All point estimates are again positive, and statistically significant
for high-income (p < 0.05) and competent politicians (p < 0.10). The
relationship is economically meaningful, as adding one more politician
of either of these qualities would translate into an increase of about two
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percentage points in a median council. This is equal to slightly above
one tenth of the standard deviation.

Effects on Public Spending Can university-educated politicians
affect the provision of public services and goods without any negative
effects on fiscal stability? Qualitatively, it seems that increasing their
seat share increases total expenditures (Table 3). The point estimates
are not statistically significant at any conventional levels (p ≈ 0.13 in the
specification with the control variables). The regression results suggest
that adding one more university-educated politician in a median-sized
council would roughly translate into an increase of 1% in spending. In
monetary terms, this means about 50− 60 euros per capita.20

Do high-income politicians, re-elected incumbents, or competent
politicians achieve improvements in economic stability by downsizing
the public sector? This is not the case. The coefficients for high-income
politicians, re-elected incumbents, and competent politicians are
smaller in size and statistically insignificant, thus suggesting that these
aspects of quality do not affect the size of the government. There
seems to be a positive and statistically significant (p < 0.05) effect of
having more competent politicians on public spending in column (7),
but the point estimate tends towards zero and loses its statistical
significance once I introduce additional control variables in the
regression. Thus, if anything, there is no evidence that better
politicians would cut public spending.

7.4.3 Robustness and Validity Checks

I have conducted a battery of additional robustness and validity checks
which I discuss in this subsection. Some of the results are organized in

20This increase may seem puzzling as there are no clear effects on fiscal sustainability
outcomes such as local income tax rates or debt. However, the municipalities have
other sources of revenue that could be used to finance the spending. These revenue
sources, such as user fees or property taxes, are not included in the fiscal sustainability
index.
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Table
3.IV

estim
ation

results
for

public
spending.

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

U
niversity

educated
%

0.003
0.003

[0.003]
[0.002]

H
igh

incom
e

%
0.002

-0.001
[0.002]

[0.001]
R

e-elected
incum

bent
%

-0.001
-0.001

[0.002]
[0.001]

C
om

petent
%

0.004**
0.001

[0.002]
[0.002]

N
1544

1544
1544

1544
1544

1544
1544

1544
First

stage
F

24.01
184.53

34.15
205.88

55.04
158.47

46.72
144.83

M
ean

of
dependent

variable
8.61

8.61
8.61

8.61
8.61

8.61
8.61

8.61
SD
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dependent

variable
0.17

0.17
0.17

0.17
0.17

0.17
0.17

0.17
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is

the
logarithm
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the supplementary materials, in which I also provide a more detailed
discussion of the respective analyses.

Balance Tests In Table D3, I report balance tests for important
predetermined characteristics, namely the lagged dependent variables,
using the main bandwidth (ε = 0.2). I divide the data into two groups
based on the seat share exceeding or falling short of its expected value
in close elections, and test for differences in means using a t-test
adjusted for clustering at the municipality level. The pretreatment
variables are mostly in balance. The difference in means of FSI is
statistically significant at the 5% level. As the other thirty covariate
balance tests look good, there ought to be no reason to suspect that the
(quasi-)randomization fails. This conclusion holds if I run an
instrumental variables analysis using the placebo outcomes.

As a second validity check, I look at the council characteristics for
the current election term (Table D5). This check is very important. If
two politicians of different quality tie in votes, some other
characteristic could make the candidates equal in the eyes of the
voters. If this is the case, increasing for example the seat share of
competent politicians might systematically increase or decrease the
seat share of some other type of politicians. Thus, imbalances in the
posttreatment council characteristics are neither a sign of failed
randomization, nor a threat to the internal validity of the results.
Nevertheless, they could make it harder to cleanly identify the effect of
higher-quality politicians. It is comforting to report that various
council characteristics are well balanced with merely two exceptions,
although there could be unbalances also in other, potentially
unobservable characteristics. First, municipalities with a positive
instrument value for high-income politicians seem to have more
competent politicians. This should not be a problem, as the
relationship is driven by the way in which the competence measure is
constructed. Second, such municipalities have slightly fewer women in
the local council, and this difference is statistically significant at the 5%
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level.21 One way of solving this problem is to incorporate both
high-income and female politicians’ seat shares in the analysis and
instrument them accordingly. Doing so barely affects the results (see
Appendix D). This suggests that the findings are not confounded by
local councilors’ gender.

Appendix D reports additional pre- and posttreatment balance
tests. These tests demonstrate that the lagged demographic and
political characteristics of the local governments, as well as the current
term seat shares of political parties, are balanced. The latter notion is
very reasonable, as close elections are defined within party lists.

Using Alternative Bandwidths It is important to assess the
robustness of the results to the choice of bandwidth, as the main
bandwidth is chosen in an ad hoc way. I show the point estimates and
their 95% confidence intervals obtained using different bandwidths ε

between 0 and 0.4 in Figure 4. Although there is some variation in the
magnitude of the point estimates and the levels of statistical
significance, the main conclusions remain the same across a range of
different definitions of electoral closeness. I assess sensitivity to the
choice of bandwidth for the additional outcome variables in Appendix
D. These point estimates and their statistical significance also vary
slightly with the bandwidth, but the conclusions remain qualitatively
unchanged independent of the choice of ε.

Further Robustness and Validity Analyses Further robustness
and validity checks are available in Appendix D. First, I relax the
structure of the estimation, and estimate the reduced form of IV. This
is very convenient in the sense that there is an approximate one-to-one
relationship between the instruments and the endogenous seat shares.
This makes interpreting the reduced form results straightforward. The
reduced form specification results in almost identical results to the IV.

21This notion aligns with Murray’s (2015) concern that using income as a proxy for
politician quality might be exclusive towards women.
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Table

4.(continued)
Pretreatm

ent
balance.

PanelC
:R

e-elected
incum

bents

N
egative

instrum
ent

Positive
instrum

ent
D

ifference
p-value

log(Expenditures
per

capita)
8.57

8.58
0.01

0.72
Fiscalsustainability

index
4.71

4.84
0.13

0.52
Localincom

e
tax
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18.39
0.02
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R
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0.62
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0.44
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otes:D
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. Diamonds indicate point estimates that are
obtained using the main bandwidth. All regressions include controls.

Figure 4. Estimation results for FSI and total expenditures varying ε.
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Second, I study how restricting the estimation sample to the
municipalities with close elections affects the results. The main results
are based on the entire sample of municipality-election period
observations, even though the instrument can differ from zero only
within the chosen bandwidth. This choice may lead to a selection bias
if the municipalities implicitly selected by the bandwidth are different
from other municipalities. One clear difference is that the treated
municipalities tend to be larger, on average. I reproduce the main
analysis focusing on the close elections sample, and the point estimates
remain virtually unchanged. In another sensitivity check using data
from the municipalities with close elections, I first define a dummy for
having a positive value of the instrument. Then, I run a simple OLS
regression using this binary indicator as the treatment variable. This
specification produces qualitatively very similar results to those
reported in the main text.

Third, I re-estimate the IV regressions using data from different
years. For the main results, I have used outcomes that are averaged
over the electoral terms. However, there could be a variation in the
effect size, for example due to elections. During election years,
politicians may aim at signaling their competence to voters by using
different policy instruments (Persson and Tabellini 2000). There are
some, but no large, differences in the point estimates. This is
suggestive evidence against the hypothesis that politicians would be
manipulating the economy when the elections are approaching.

Fourth and finally, I conduct a placebo threshold test. This test is
analogous to the fake threshold test typically conducted in regression
discontinuity design settings to show that there is a discontinuity only
at the true cut-off. I do not find any systematic effects when using
artificial cut-offs. Thus, it is unlikely that the actual effects that I
document would be statistical flukes.
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7.4.4 Discussion

Results Can a university education, higher income, prior political
experience, or competence make a better politician? My findings
suggest that they can. First, I find some evidence that highly educated
politicians increase the size of the public sector without sacrificing the
fiscal sustainability. Second, high-income politicians, re-elected
incumbents and competent politicians improve fiscal sustainability
outcomes without undermining public goods and services provision.
These results suggest that politician quality contributes to the quality
of economic policies.

The effects that I find are plausible. Most of the identifying
variation comes from the larger parties which have more
decision-making power in the local governments, and from
median-sized municipalities where it is still relatively easy for an
individual local councilor to get his or her voice heard. Furthermore, it
is well documented in the empirical literature that even marginal
changes in the electoral outcomes can make a difference. The finding
that the composition of a government matters for economic policies is
similar to the results reported in prior studies using data from similar
contexts and identification strategies based on close elections. Folke
(2014), Freier and Odendahl (2015), and Fiva, Folke, and Sørensen
(2018) show that the representation of different political parties affects
the policy outcomes in proportional representation systems in Sweden,
Germany, and Norway, respectively. These studies are interested in the
effects of changing the party composition, whereas I look at changing
the quality composition within political parties. Hyytinen et al. (2018a)
study the same local governments as I do, and show that electing more
public employees in close elections raises local public spending. The
effect that they find is, in fact, about the same size as the effect that I
find for university-educated politicians. More broadly, the result that
characteristics of politicians matter for policy outcomes adds to the
pool of empirical research inspired by the citizen-candidate models
(Osborne and Slivinsky 1996; Besley and Coate 1997).



294 POLITICIAN QUALITY

Given that I identify the effects using close elections among marginal
candidates, my findings are likely a lower bound to the actual effect of
having better politicians. For example, parties are typically more likely
to give important political jobs to those candidates who rank higher
in the vote count (Meriläinen and Tukiainen 2018).22 Another reason
for this is that barely non-elected candidates become deputy councilors
who participate in the council meetings if some of the elected members
are unavailable.

Practical Implications The results provide one particularly
interesting lesson for policy makers. The fiscal sustainability of local
governments has been a concern for many politicians, bureaucrats,
pundits, and citizens alike—not only in Finland, but also in many
other contexts. My findings indicate that promoting higher-quality
representation—while holding the party composition fixed—can foster
fiscal stability, or increase local public goods and services provision
without negative side effects on fiscal health. Prior research suggests
that good candidates can be attracted by, for example, raising the
salary of politicians (Caselli and Morelli 2004; Kotakorpi and
Poutvaara 2011). Nonetheless, there are two crucial caveats.

First, policies that are intended to promote better political selection
may come at the cost of deteriorating descriptive representation.23 For
example, Carnes and Hansen (2016) show that the descriptive
representation of the working class is the same or worse in the U.S.
states that pay legislators higher salaries. Promoting high-income or
university-educated politicians’ representation involves an obvious

22Carreri (2018) studies Italian mayors and employs a survey-based approach to measure
their managerial competence. She then shows that a higher competence is associated
with improved policy outcomes, such as better service provision without an increase
in taxes. Her findings are rather similar to my results, although the context is different.

23Descriptive representation means that elected representatives resemble their
constituents in politically relevant characteristics such as ethnicity, gender, or
occupational background. Descriptive representation is often associated with
substantive representation. That is to say, politicians advocate on behalf of groups that
they represent. For empirical evidence, see Pande (2003), Chattopadhyay and Duflo
(2004), and Hyytinen et al. (2018a).
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trade-off between politician quality and descriptive representation. It
is important to understand what are the relative weights that citizens
put on political representation and policy quality before we draw any
strong policy recommendations.24

Second, economic policy constitutes only one area of policy-making.
Politician qualities may very well have differential effects on different
types of policy outcomes, which should be further explored. While I do
not find any effect of university-educated politicians’ representation on
the outcomes related to fiscal balance, they might have competence in
other policy areas. The suggestive evidence that they increase spending
without harming economic stability is a hint in this direction. Some
prior studies have argued that having more educated politicians leads
to better policies. For example, Martinez-Bravo (2017) finds that they
improve education in Indonesia. In another study, Besley, Montalvo,
and Reynal-Querol (2011) use cross-country data to show that educated
leaders are associated with higher economic growth. On the other hand,
Carnes and Lupu (2016) study randomly audited local governments in
Brazil and show that college-educated politicians are no less likely to
be corrupt than those with less education.

Voters as Fiscal Conservatives Who gets elected matters for the
quality of policy output, which makes the results interesting also from
the voters’ perspective. The fiscal sustainability outcomes proxy how
well the local government will be able to sustain its current level of
public goods and services provision. Thus, such outcomes provide the
electorate with at least one performance metric. Voters might prefer
more conservative fiscal policies, and they tend to punish incumbents
for higher budget deficits or increasing debt, for instance (Peltzman
1992; Brender and Drazen 2008).

24In the Finnish context, there is not much evidence of what kind of representation
the voters desire. In a 1996 survey, around 70% of the respondents agreed that
it is important or very important to have representatives from all occupational and
educational groups (Borg 1998).
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Similar patterns arise in the Finnish context. I correlate different
variables (averaged over the electoral term) that count for the FSI with
the incumbent vote share in the subsequent election. Figure 5 illustrates
these relationships. As there is typically little government-opposition
divide in the local councils, I simply look at the re-running incumbent
candidates’ vote share. It correlates negatively with the local income
tax rate, debt and relative indebtedness, and positively with the result,
the surplus and the solvency ratio. While these associations are just
correlational and the regression coefficients are not particularly large,
they are in the tally with the idea of voters as fiscal conservatives.
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Notes: Each graph shows a conditional correlation after netting out
year fixed effects, demographic characteristics, and party seat shares in
the local council. The dependent variables are averaged over electoral
terms. Standard errors clustered at the municipality are reported in
brackets.

Figure 5. Voters as fiscal conservatives.
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7.5 Relationship between Quality and Ideology

I have now established a causal connection between politician quality
and improved policy outcomes. However, the effects on economic
policies could also reflect ideology. Fiscal conservatism is often
associated with support for lower taxes, reduced government
spending, less public debt, and so forth. Therefore, the fiscal
sustainability outcomes can be influenced by ideology, even if they also
capture economic efficiency. There are various reasons to believe why
politician quality would be related to their policy positions.
Understanding this relationship is a step towards reconciling why
different qualities shape policies differently. I discuss the association
between politician quality and ideology in this section.

A large literature has studied the determinants of politicians’
policy positions. For example, several scholars have shown how
different legislator characteristics—such as gender, social class or
race—systematically predict congressional voting (Bratton and Haynie
1999; Carnes 2013). Instead of measuring ideology from politicians’
voting behavior, I employ survey data on both elected and non-elected
candidates’ policy positions.

7.5.1 Measuring Candidate Ideology

I have collected data from voting aid applications from the Finnish
public broadcasting company YLE to measure candidates’ policy
positions. Voting aid applications are interactive questionnaires, the
purpose of which is to assist voters in finding a candidate with similar
policy preferences to theirs. Candidates fill out the survey before
elections, after which voters can take the same survey to find a suitable
candidate. Voting aid applications are very popular among Finnish
voters, and sometimes they even guide their vote choices (Bengtsson
and Grönlund 2005). The voting aid application data are available for
the local elections held in 2008 and 2012, and I have further combined
them with the administrative data on local election candidates.
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The voting aid applications include a number of claims mostly
related to the size of the public sector and redistribution, such as: ”The
user fees for municipal services should be made more progressive in
income”, ”We should raise the property tax rate”, ”It is nowadays too
easy to be admitted to social welfare”, and ”We should cut the number
of municipal employees because there are too many of them”.25 There
are also municipality-specific questions, but I concentrate on those that
are common to all municipalities. There are seven such items in the
2008 voting aid application, and seventeen in 2012. In 2008, the
candidates would give their answers on a 1 − 4 scale (from
”completely disagree” to ”completely agree”). In 2012, an additional
option ”I do not agree or disagree” was included. I use the principal
component analysis to compress the survey responses into a single
measure of economic policy preferences. This approach is commonly
used in the literature to extract politicians’ ideology from survey data
(Heckman and Snyder 1997; Ansolabehere, Snyder, and Stewart 2001a).
The first principal component captures the left-right dimension of
economic ideology. It explains 28% of the variation in the 2008 data,
and 15% in the 2012 data. The resulting ideology measure is the
smaller the more liberal is a candidate. Further details and a complete
list of questions included in the analysis can be found in Appendix E.

Although the contents of the voting aid application were different
in 2008 and 2012, and the scale of the responses changes between the
years, I pool the ideology scores for both elections together in my main
analysis.26 The findings largely remain unchanged if I run the analysis
separately on each year. Another important caveat with the voting aid
application data is that only around half of the candidates respond to
the survey. I compare the respondents and non-respondents to each

25A stronger agreement with the first two claims is associated with a more left-leaning
ideology, whereas the stronger agreement with the latter two claims is related to a more
conservative ideology.

26The correlation between the estimated ideology for the years 2008 and 2012 is high for
two-time respondents, about 0.66. Moreover, the ranking of parties by ideology score is
almost completely stable between elections: only the Center Party and the True Finns
switch positions in 2012.
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other in Appendix D, and will return to the selection issue in subsection
5.3.

7.5.2 Estimation Results

To explore the relationship between politician quality and ideology, I
regress the policy position separately on different quality measures. I
concentrate on the binary measures of quality to facilitate the
comparison of the point estimates, and to be consistent with my IV
analysis where I estimate the effects of different politician qualities on
policy outcomes.

Baseline Regression Results The estimation results suggest a
clear relationship between candidate quality and ideology (Table E8).27

I present results from three different specifications controlling for
different sets of fixed effects. First, I only control for election year fixed
effects. In the second specification, I add municipality fixed effects to
control for factors that are common to all candidates running in the
same municipality. The third specification includes party fixed effects.
Recall that a smaller value of the score reflects a more left-wing
ideology.

We see that having a university degree makes a candidate 0.12
standard deviations (σ = 1.50) more left-wing, after controlling for
party and municipality fixed effects. Candidates with a higher income
are more right-wing. Having an income above the median is associated
with an increase of 0.04 standard deviations in the ideology score,
again when comparing the candidates within parties and
municipalities. There is no clear association between prior political
experience and ideology. While incumbency and ideology score are
positively correlated, the regression coefficients tend towards zero and
lose their statistical significance as soon as we introduce party and

27Note that the number of observations varies slightly across columns. This happens
because some of the candidate information is missing.
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municipality fixed effects.28 More competent politicians are
economically more conservative. Being competent shifts the policy
position by 0.05 standard deviations to the right (within party and
municipality). This is perhaps not that surprising given that the
measure is based on income, and more competent individuals earn
more on average. It is nevertheless interesting to see that the
relationship is present so strongly even independently of the social
status and background of the politicians.

The differences between candidates of different quality are quite
small in contrast to the differences between parties. For instance, the
average candidate from the Social Democratic Party (the largest
left-wing party) has an ideology score equal to −0.72, whereas the
score of the average candidate from the National Coalition Party (the
largest right-wing party) is 1.00. Nevertheless, the quality differences
of the candidates can plausibly explain some of the ideological
heterogeneity within political parties.29

Results by Party Different parties often attract candidates from
different social strata. This is perhaps reflected in the fact that the
coefficients of university education and high income tend to change
slightly when we introduce party fixed effects in the estimations.
Moreover, the positive correlation between incumbency and ideology
vanishes with the inclusion of the fixed effects. These points raise the
question of whether the relationship between quality and ideology is
heterogeneous across political parties. Exploring this further makes
sense also because I rely on close elections within parties when
identifying the effects of representation on policies.

I study the heterogeneity of the regression coefficients in Figure E3
where I plot point estimates by party, controlling for year and
municipality fixed effects. There are no major differences in the sign of

28For empirical evidence that election per se does not make incumbents take more
extreme policy positions in Finnish local elections, see Savolainen (2016).

29Using the same voting aid application data, Matakos et al. (2018) study ideological
cohesion in Finnish political parties.
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Table
6.R

elationship
betw

een
ideology

and
politician

quality.

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

(9)
(10)

(11)
(12)

U
niversity

education
-0.082***

0.005
-0.184***

[0.022]
[0.019]

[0.015]
H

igh
incom

e
0.260***

0.257***
0.058***

[0.026]
[0.020]

[0.014]
Incum

bent
0.112***

-0.006
-0.004

[0.040]
[0.019]

[0.015]
C

om
petent

0.100***
0.082***

0.080***
[0.025]

[0.022]
[0.015]

N
37104

37104
37103

37059
37059

37058
38002

38002
38001

37232
37232

37231
R

2
0.00

0.06
0.35

0.01
0.07

0.35
0.00

0.06
0.35

0.00
0.06

0.35
M

ean
of

dependent
variable

0.00
0.00

0.00
0.00

0.00
0.00

-0.00
-0.00

0.00
0.00

0.00
0.00

SD
of

dependent
variable

1.50
1.50

1.50
1.50

1.50
1.50

1.50
1.50

1.50
1.50

1.50
1.50

Year
FE

M
unicipality

FE
Party

FE

N
otes:

T
he

dependent
variable

is
the

ideology
score.

Larger
values

refer
to

a
m

ore
conservative

econom
ic

ideology.
Standard

errors
clustered

at
the

m
unicipality

levelare
reported

in
brackets.***,**

and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.



RELATIONSHIP BETWEEN QUALITY AND IDEOLOGY 303

the regression coefficients between parties in case of university
education, high income or competence, although the coefficients are
not always statistically significant at any conventional level. But there
are two clearer exceptions. The point estimate for university-educated
True Finns is positive, although non-significant. Social Democrats with
a high income appear to be more left-wing than their fellow partisans
with an income below the median. In the case of prior political
experience, I find a variation which explains why we see no clear
differences when controlling for municipality and party fixed effects.
Incumbent candidates from the left-wing parties take policy positions
further to the left, whereas incumbents from some of the right-wing
parties have a more conservative economic ideology. That is to say,
incumbent candidates are more extreme.

The analysis suggests that sometimes politicians of a similar quality
from different parties may try to push policies in the same direction
with a few exceptions. This is not necessarily true for politicians with
prior political experience.30

7.5.3 Robustness Checks

I report additional robustness analyses in Appendix E. First, I show
that the correlations between quality and ideology are present even if
we restrict our attention to the close elections which I use to identify
the policy effects. Second, I assess the robustness of the results to
including all quality measures in one regression. The findings remain
qualitatively unchanged. Third, I report regression results where I use
continuous measures of quality. These estimation results provide a
fairly similar picture of the link between politician quality and
ideology.

30I revisit the IV analysis on the effects of high-quality politicians on policy outcomes
in Appendix E. I rerun the analysis on the effects on economic policies by breaking
down the treatment into four categories: good politicians in the three largest parties
(the Social Democratic Party, the Center Party, and the National Coalition Party), and
the other parties pooled together. Unfortunately, these estimation results are noisy and
do not offer any conclusive evidence.
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True Finns National Coalition Party

Notes: The dependent variable is the ideology score. Larger values
refer to a more conservative economic ideology. The figures show
point estimates and their 95% confidence intervals constructed using
standard errors clustered at the municipality level. Each point estimate
comes from a separate regression using a different party subsample.
Parties are ordered by their average ideology score (Left Alliance =
−1.51; Green Party = −1.05; Social Democratic Party = −0.72; Christian
Democrats = 0.05; Swedish Party = 0.17; Center Party = 0.42; True Finns
= 0.54; National Coalition Party = 1.00). All regressions control for year
and municipality fixed effects.

Figure 6. Relationship between ideology and politician quality by
party.
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Fourth and finally, I present results from a weighted regression.
The ideology score is missing for roughly half of the candidates who
chose not to respond to the voting aid application. The groups of
respondents and non-respondents are clearly different from each other.
For example, respondents are more likely to have a university
education, higher income, or prior political experience than
non-respondents. This may introduce a non-response bias in the
estimations, and the analysis might yield biased estimates of the
population parameters. One way of dealing with this is to estimate a
weighted regression where the weights are inverse probabilities of
responding (Groves 2006). This weighting assigns a larger weight to
those kind of survey respondents who are underrepresented in the
voting aid application sample, and vice versa. I compute the weights
using a logit model that explains the survey participation with a wide
set of candidate characteristics, and rerun my analysis weighting the
observations accordingly. Adjusting for non-response barely affects the
results.

7.5.4 Discussion

Using the survey data, I document associations between politician
quality and ideology that help reconcile why different qualities matter
for economic policies in different ways. These correlations echo typical
findings in the literature studying voter ideology. The work on
political socialization suggests that education may expand perspectives
on society and lead to more liberal political views.
University-educated individuals tend to be more tolerant, more open
to non-conventional social and moral views, more likely to support
civil liberties and democratic values, and so on (Lipset 1960). More
liberal values can also be reflected in economic ideology (Gerber et al.
2010). The positive correlation between a high income and economic
conservatism rhymes with the classical idea that if individuals are
self-interested, they might prefer the less public spending or
redistribution the higher is their income (Meltzer and Richard 1981).
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An extensive literature lends support to this prediction: high-income
individuals are more likely to support economically right-wing
policies or parties (Doherty, Gerber, and Green 2006; Gelman et al.
2007).

My results speak to the literature on valence politics as well. Some
of the formal models of valence politics predict a correlation between
candidate quality and policy positions. I verify this empirically by
showing that incumbency and competence, which arguably serve as
measures of valence, correlate with ideology. My findings highlight
the notion that different valence characteristics may be associated with
ideology in different ways, and the relationship can be heterogeneous
across different political parties. So far, much of the empirical
literature studying the interplay between candidate quality and
ideology has only looked at the U.S. context (Ansolabehere, Snyder,
and Stewart 2001a; Burden 2004; Stone and Simas 2010). I contribute
by providing novel insights from a multi-party system. The deeper
nature of the relationship between candidate valence and policy
position depends on the model set-up. One branch of models suggests
that candidates with a valence advantage can take policy positions
closer to the median voter, pushing the challenger away (Ansolabehere
and Snyder 2000; Groseclose 2001). Other models deliver an opposite
prediction: valence-advantaged politicians can take more extreme
policy positions and compensate this by their higher quality (Serra
2010; Bernhardt, Câmara, and Squintani 2011).

What we know about the characteristics of the voters gives us some
leeway to speculate on where politicians stand relative to their
constituents. In Appendix B, I show that the voters are less educated,
have a lower income and a lower residual ability than the local
politicians. They are, on average, more similar to the electoral
candidates who have never been elected to a political office than to the
incumbents or politicians with prior experience. If these qualities
predict the ideology of the voters in the same way as the ideology of
the politicians, we would expect an average high-quality politician to
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be ideologically extreme relative to the voters. Even so, better
politicians improve economic policy.

7.6 Concluding Remarks

We have a good understanding that the quality of politicians as well as
the quality of policies matter to voters. It is also well-established that
politicians’ identity can be an important determinant of their ideology
and the policies that they put in place. However, we do not know
much about the interplay between politician quality, quality of policy,
and ideology. I start filling this fundamental gap in our knowledge by
providing novel empirical evidence from the local governments in
Finland.

The major contribution of this paper is to show that good
representatives on both sides of the political spectrum implement
better economic policies in the sense that they show signs of fiscal
responsibility. Fiscal conservatism of high-income politicians,
re-elected incumbents, and competent politicians is reflected in
improved fiscal sustainability measures which capture municipalities’
economic balance and capability of sustaining the current size of the
government. These improvements are not achieved by cutting down
the local public sector. Symmetrically, I find—robust but weaker in
terms of statistical significance—evidence that more liberal
university-educated politicians increase the expenditures.
Nevertheless, they do not have any negative effects on fiscal
sustainability outcomes.31

According to a prominent argument in the literature, political
institutions that restrict rent-seeking and promote electoral
accountability are crucial for achieving better government
performance. I provide empirical support for a complementary view

31In contrast, a bad liberal might merely care about the size of the public sector without
paying attention to fiscal sustainability. A bad conservative, on the other hand, might
only care about having as little public debt and budget deficit as possible. To achieve
this goal, they might be willing to take public spending to the bare minimum, which
could hurt at least some citizens.
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that highlights the importance of political selection as a determinant of
policy quality. These findings are encouraging from the voters’
perspective. First, even marginally elected politicians matter for policy
outcomes in a representative government. Second, it is possible to elect
high-quality politicians who are ideological but improve economic
policies. In light of these results, a well-known passage from political
scientist V. O. Key’s book American State Politics appears to be
warranted:

"The nature of the workings of government depends ultimately on
the men who run it. The men we elect to office and the
circumstances we create that affect their work determine the
nature of popular government. Let there be emphasis on those we
elect to office." (Key 1956, p. 10)

Understanding the relationship between politician quality and
policy is important for the design of policies intended to attract able
policy makers in politics. While this paper takes a step forward, many
questions remain open. Exploring the exact mechanisms through
which better politicians are able to influence policy is one promising
avenue for subsequent research. For example, what is the role of
politician quality in between- and within-party bargaining?
Furthermore, fiscal policy is only one area of policy-making. How is
political selection linked to different types of policies and citizens’
welfare? The present paper looks at four measures of politician quality
guided by earlier studies on political selection. There are undoubtedly
other metrics that voters care about, such as intelligence and honesty,
and that could play different roles in politics. These should be
explored in future work. Finally, we need to gather further evidence
from other institutional contexts to fully comprehend when, why, and
how politician quality matters for the quality of government.
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Appendix A: Summary Statistics

This Appendix reports summary statistics on election candidates (Table
A1) and local councils (Table A2). Figure A1 shows the distribution
of the fiscal sustainability index (i.e., the number of crisis municipality
criteria satisfied) using data from the last year of each electoral term
covered in my data set.

Table A1. Summary statistics on candidates.

N Mean Std. dev.

Elected 198387 0.29 0.45
Female 198387 0.39 0.49
Age 198387 46.75 12.64
Vote share 198387 0.97 1.20
Less than upper secondary education 198387 0.21 0.40
Upper secondary education 198387 0.40 0.49
Tertiary education (< 3 years) 198387 0.17 0.38
Tertiary education (3 years) 198387 0.10 0.30
Tertiary education (5 years) 198387 0.11 0.31
Research degree 198387 0.01 0.11
University 196058 0.23 0.42
Income (1000e) 195953 21.12 13.15
Incumbent 198387 0.21 0.41
Competent 192712 0.50 0.50
Ideology 38002 -0.00 1.50
Center Party 198387 0.27 0.44
National Coalition Party 198387 0.19 0.39
Social Democratic Party 198387 0.21 0.41
Left Alliance 198387 0.11 0.31
True Finns 198387 0.05 0.21
Christian Democratic Party 198387 0.04 0.21
Swedish Party 198387 0.04 0.19
Green Party 198387 0.05 0.21
Other party 198387 0.05 0.22
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Table A2. Summary statistics on local governments.

N Mean Std. dev.

Expenditures per capita 1544 5570.01 1000.89
Fiscal sustainability index 679 4.69 1.41
Local income tax rate 1543 18.69 0.87
Result per capita 1544 163.25 219.87
Debt per capita 1528 1384.68 981.68
Relative indebtedness 1528 37.28 16.37
Accumulated surplus per capita 1537 308.10 896.66
Solvency ratio 1537 66.61 18.30
Population 1544 12912.33 36998.78
Young population % 1544 1766.42 352.39
Old population % 1544 19.54 4.90
University education % 1544 22.12 11.57
High income % 1544 60.42 12.81
Re-elected incumbent % 1544 56.92 9.22
Competent % 1544 59.10 10.69
Women % 1544 33.87 8.93
Public employees % 1544 26.43 12.31
Unemployed % 1544 3.54 4.02
Average age 1544 47.46 2.41
Center Party % 1544 40.46 21.16
National Coalition Party % 1544 16.31 10.91
Social Democratic Party % 1544 19.58 11.34
Green Party % 1544 1.88 3.52
Left Alliance % 1544 7.82 8.01
Swedish Party % 1544 5.33 18.06
True Finns % 1544 1.75 4.13
Christian Democrats % 1544 2.99 3.94
Other parties % 1544 3.87 9.05

Notes: Variables are averaged over electoral terms. Monetary
outcomes are expressed in euros per capita in year 2012.
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Figure A1. Distribution of FSI.
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Appendix B: Quality, Electoral Performance, and
Political Selection

This Appendix characterizes the role of candidate quality in electoral
performance and political selection more broadly.

Quality and Political Success I regress different measures of
political success on the quality measures to quantify the relationship
between them. In Table B1, I show that candidates who have a
university education or higher income, or who are incumbents or
competent politicians, are more likely to get elected and obtain higher
vote shares. They are also more likely to be promoted to important
political positions. These relationships hold even after controlling for
party and municipality fixed effects. For example, the
university-educated candidates get 0.24 percentage points larger vote
shares than the less educated candidates when controlling for party
and municipality fixed effects. The same coefficient is 0.36 for
candidates with an income above the median, 1.16 for incumbents, and
0.32 for competent candidates. These increases in vote shares are large
enough to have a positive impact on the probability of election.

Who Becomes a Politician in Finland? The theoretical literature
on political selection provides a rather pessimistic view on the quality
of politicians: less able tend to select into politics due to free-riding
incentives or lower opportunity costs of participating (Caselli and
Morelli 2004; Messner and Polborn 2004). Mattozzi and Merlo (2015)
show that political parties may even deliberately choose to recruit only
mediocre politicians even when they could select better individuals.
This effect is stronger in proportional representation systems where
political competition is less fierce. This happens because skills are
scarce in the population, and if there were skilled politicians on the
team, mediocre politicians might freeride on their expense and exert
less effort in campaigning. These theoretical arguments are
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contradicted with recent empirical evidence from Swedish local and
national politics. Dal Bó et al. (2017) show that Swedish politicians are
positively selected on various measures of quality.

How do Finnish local politicians compare with the electorate in
terms of their quality, and how is quality related to candidates’
performance and advancements in their political careers? I illustrate
political selection graphically in Figures B1-B3. Figure B1 shows the
shares of different levels of education (primary education, secondary
education, two years of tertiary education, bachelor’s degree, master’s
degree, and a research degree) in four groups: population, people who
are nominated for candidacy but do not get elected, elected
candidates, and those elected candidates who get promoted to
chairman positions. The data on political leaders come from the
Finnish Association of Local Authorities and they are available for the
years 2000–2012. We see that the educational attainment increases
almost monotonically once we move from one group to another. This
is a consistent finding in the research on elite political participation
and legislative recruitment (Aberbach, Putnam, and Rockman 1981;
Best and Cotta 2000; Carnes 2013).

Similar notions arise from Figure B2 which shows smoothed
densities of disposable income. The distributions shift to the right once
we move from one group to another. This is also in line with what has
been observed in prior research, although these studies typically look
at occupational composition due to data availability (Matthews 1985;
Best and Cotta 2000). In a related contribution, Mattozzi and Snowberg
(2018) provide a theoretical framework to understand why the rich are
over-represented in all legislatures. Finally, Figure B3 plots the
distribution of the residual ability measure (standardized z-scores).
Again, we see a strong positive selection. This is interesting, as the
measure is independent of gender, geographical location, sector of
employment and higher education.

Electoral rules can have a substantial effect on political selection
(Besley 2005; Shugart, Suominen, and Valdini 2005; Galasso and
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Nannicini 2017). Contrasting my findings to those of Dal Bó et al.
(2017) provides an interesting window for comparative analysis. While
Finland and Sweden share many institutional features, a crucial
distinction between the electoral systems is that Swedish elections use
semi-open list elections where preferential votes matter to a lesser
degree than in the open list system where deciding who gets elected
from the party lists is entirely in the hands of the voters. In other
words, in the Swedish system party screening plays a bigger role
whereas in the Finnish system voter screening is more important.
Nevertheless, the patterns of political selection appear to be strikingly
similar in the two systems. The findings also complement the
discussion in Meriläinen and Tukiainen (2018) who study the
determinants of political promotions drawing data from Finnish local
governments. They show that top politicians tend to be more educated
and have a higher income than other candidates. These differences
show up even when comparing the most popular candidates with
those who were promoted to the important political positions.

Political power is rather persistent in Finland. 57% of the elected
candidates run again. 79% out of them get re-elected. However, using
both a regression discontinuity design and lotteries stemming from
exact vote ties between candidates, Hyytinen et al. (2018) both show
that there is no causal evidence of the incumbency advantage for
Finnish local politicians.
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Notes: The figure shows the fraction of each educational group
within the full population, people nominated for candidacy, elected
candidates, and elected candidates promoted to municipal council
or board chairmanship. The educational categories are 1 = primary
education; 2 = secondary education; 3 = two years of tertiary education;
4 = bachelor’s degree; 5 = master’s degree; 6 = research degree.

Figure B1. Political selection on education.
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Figure B2. Political selection on income.
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Figure B3. Political selection on competence (residual ability).
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Appendix C: Instrumental Variables Approach

This Appendix shows additional figures regarding the IV approach.
Figure C1 shows the distribution of the instrument excluding the mass
of observations at zero.

I also provide several illustrations to characterize where the
identifying variation comes from. First, Figures C2-C5 show the
distributions of Tpmt, that is to say, the party-level components
contributing to the final instrument. We see that the variation is mostly
coming from the three large parties: the Center Party, the National
Coalition Party, and the Social Democratic Party. Second, I plot the
distribution of the instrumental variable by council size. Figures C6-C9
suggest that the identifying variation largely comes largely from
median-sized local councils. This is also reflected in Figure C10 that
shows a box plot by council size.

Finally, Figures C11-C14 plot the first-stage results using different
bandwidths. We see that the coefficients remain close to one, as should
be the case.
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the expected seat share in close elections. Zeros are excluded.

Figure C1. Distribution of the instrument excluding zeros.
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Figure C2. Distribution of the party-level treatment:
university-educated politicians.
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Figure C3. Distribution of the party-level treatment: high-income
politicians.
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Figure C4. Distribution of the party-level treatment: re-elected
incumbents.
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Figure C5. Distribution of the party-level treatment: competent
politicians.



APPENDIX C 333

0
10

20
30

40
0

10
20

30
40

-10 -5 0 5

-10 -5 0 5 -10 -5 0 5

13-17 21 27

35 43+

Fr
eq

ue
nc

y

Instrument

Notes: Zeros are excluded.

Figure C6. Distribution of the instrument by council size:
university-educated politicians.
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Figure C7. Distribution of the instrument by council size: high-income
politicians.



APPENDIX C 335

0
10

20
30

40
0

10
20

30
40

-10 -5 0 5

-10 -5 0 5 -10 -5 0 5

13-17 21 27

35 43+

Fr
eq

ue
nc

y

Instrument

Notes: Zeros are excluded.

Figure C8. Distribution of the instrument by council size: re-elected
incumbents.
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Figure C9. Distribution of the instrument by council size: competent
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Figure C10. Box plot of the instrument by council size.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. Regressions control for year and region
dummies, lagged demographic characteristics (population and
squared population and shares of young and old inhabitants), lagged
party seat shares and a quadratic polynomial of university-educated
politicians’ vote share.

Figure C11. First stage across different bandwidths:
university-educated politicians.
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Figure C12. First stage across different bandwidths: high-income
politicians.
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dummies, lagged demographic characteristics (population and
squared population and shares of young and old inhabitants), lagged
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Figure C13. First stage across different bandwidths: re-elected
incumbents.
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Figure C14. First stage across different bandwidths: competent
politicians.
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Appendix D: Robustness and Validity Checks

I have conducted several validity and robustness checks that are
reported in this Appendix.

Including All Qualities in One Regression It is possible to
include all treatments in one IV estimation. The balance tests shown in
the main text suggest that this should not affect the results to any large
extent. I show that this is, indeed, the case in Table D1. Although the
inclusion of all qualities in one regression does affect the statistical
significance of the point estimates, their magnitude remains in the
same ballpark with the point estimates reported in the main text.

Including Treatment for Women As noted in the posttreatment
balance checks, there are less female politicians in municipalities
where more high-income politicians have been elected by chance. This
could be simply because men tend to earn more. Thus, this is not an
indication of failed (quasi-)randomization, but could be problematic if
we want to identify the effect of high-income politicians cleanly. I deal
with this issue in Table D2 where I include simultaneously treatments
for women’s and high-income politicians’ seat shares, and use the
respective instrumental variables. If anything, the results are now
stronger than before, suggesting that my findings are not driven by
changes in the gender composition of the local councils.

Balance Tests Tables D3, D4 and D5 include additional
pretreatment and posttreatment balance tests. I show that the party
seat shares are balanced across the municipalities with positive and
negative treatments. Similarly, there are no differences in various
pretreatment characteristics, including the lagged seat shares of
high-quality candidates. This gives further support for the validity of
the empirical design.
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Alternative Bandwidths Figures D1-D4 report estimation results
using different values of the bandwidth ε for the variables used to
construct the FSI. There is some variation in estimate magnitude and
statistical significance but all substantial conclusions remain the same
across a wide range of bandwidths. Some of the outcomes are less
robust to the very smallest bandwidths, but the point estimates
stabilize once we approach ε = 0.2. Moreover, we cannot statistically
distinguish any of the estimates from each other.

Reduced Form of the IV The fact that there is roughly a
one-to-one relationship between the instrument and the actual seat
share makes interpreting the reduced form estimates very convenient.
I estimate the reduced form of IV and report these results in Tables
D6-D9. The point estimates are virtually unaffected by this alternative
specification.

Zooming in to the Close Elections One concern is that the
municipalities that are treated (i.e., that have close elections) are
different from the non-treated local governments. This could, for
example, introduce a selection bias in the estimation. I compare
treated and non-treated municipalities in terms of their pretreatment
characteristics in Tables D10-D13. There are, indeed, differences
between the two groups. For instance, local governments with close
elections tend to be larger on average. However, the estimation results
do not change if we restrict the estimation sample to close elections
only (Tables D14-D17). In another sensitivity check using the close
elections sample, I define a dummy for, for example, the
university-educated politicians obtaining more seats than expected in
close elections. I run a simple OLS regression using this binary
indicator as the treatment variable, taking us one step closer to a
typical regression discontinuity design setting. This specification
produces qualitatively very similar results to those reported in the
main text (Tables D18-D21).
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Using Data from Different Years For the main results, I have
used outcomes that are averaged over the electoral terms. However,
there could be a variation in the effect magnitude for example due to
elections. Politicians’ quality is often part of political economy models
of political business or budget cycles (Rogoff 1990; Persson and
Tabellini 2000). During election years, politicians may aim at signaling
their competence to voters by using different policy instruments. There
are some, but no large differences in the magnitude of the point
estimates which are plotted in Figures D5-D12. This is suggestive
evidence against the hypothesis that politicians would be
manipulating the economy when the elections are approaching.

Placebo Threshold Tests As a final validity check, I have
constructed the instrument using placebo thresholds for getting elected
within the party lists (Figures D13-D24). This test is analogous to the
fake threshold test typically conducted in regression discontinuity
design settings to show that there is a discontinuity only at the true
cut-off. For the first-stage placebo test, I move the within-party
threshold of getting elected by steps of 0.05 when constructing the
instrument. I regress the actual seat share of good politicians on the
placebo instruments. As expected, the placebo results fluctuate around
zero and only give a significant effect close to one at the true cut-off.

For the IV results, the first stage has to be re-estimated. When the
thresholds for getting elected are artificially changed, the council size
and composition also change. Therefore, at each of the artificial
thresholds, I compute the respective placebo council sizes, the seat
shares of elected good politicians and instruments. I use the artificial
council share of good politicians as the endogenous variable of interest
instead of the real share, and instrument it with the placebo
instrument. Using the placebo seat share ensures that the first stage of
the placebo IV works as it should. This is because there is an
approximate one-to-one relationship between the placebo seat share
and the placebo instrument even at the fake thresholds. I do not find
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any systematic effects at the fake thresholds. This is good news for the
choice of regression specification, as Hyytinen et al. (2018) show that
the placebo threshold tests are practical also in detecting misspecified
regression functions.
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Table D3. Pretreatment balance.

Panel A: University-educated politicians

Negative instrument Positive instrument Difference p-value

Center Party % 35.72 31.89 -3.83 0.13
National Coalition Party % 17.40 17.90 0.50 0.67
Social Democratic Party % 21.30 23.51 2.21 0.10
Green Party % 2.44 2.93 0.49 0.29
Left Alliance % 9.71 9.31 -0.40 0.68
Swedish Party % 5.19 5.34 0.14 0.94
True Finns % 1.52 1.69 0.17 0.66
Christian Democrats % 3.07 3.25 0.18 0.68
Other parties % 3.65 4.18 0.53 0.53
Population 19612.78 20244.48 631.70 0.91
Young population % 18.76 18.86 0.10 0.80
Old population % 17.25 16.77 -0.48 0.36

Panel B: High-income politicians

Negative instrument Positive instrument Difference p-value

Center Party % 36.11 38.82 2.72 0.23
National Coalition Party % 16.61 15.70 -0.92 0.39
Social Democratic Party % 21.60 21.60 0.01 1.00
Green Party % 2.18 2.22 0.04 0.91
Left Alliance % 9.04 8.62 -0.43 0.63
Swedish Party % 6.44 4.45 -1.99 0.29
True Finns % 1.48 1.93 0.45 0.23
Christian Democrats % 2.73 3.19 0.46 0.19
Other parties % 3.81 3.46 -0.35 0.62
Population 16645.44 15145.07 -1500.37 0.74
Young population % 18.88 18.59 -0.30 0.38
Old population % 17.48 17.76 0.28 0.54

Table continued on the following page.
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Table D3. (continued) Pretreatment balance.

Panel C: Re-elected incumbents

Negative instrument Positive instrument Difference p-value

Center Party % 37.14 37.35 0.21 0.93
National Coalition Party % 16.64 16.28 -0.36 0.74
Social Democratic Party % 21.27 21.88 0.62 0.63
Green Party % 2.31 2.39 0.08 0.85
Left Alliance % 8.64 9.24 0.60 0.51
Swedish Party % 5.34 4.99 -0.34 0.86
True Finns % 1.91 1.55 -0.36 0.33
Christian Democrats % 3.08 3.12 0.04 0.91
Other parties % 3.69 3.20 -0.49 0.49
Population 18559.77 16226.01 -2333.76 0.63
Young population % 18.75 18.61 -0.15 0.67
Old population % 17.42 17.63 0.21 0.66

Panel D: Competent politicians

Negative instrument Positive instrument Difference p-value

Center Party % 37.62 38.53 0.91 0.68
National Coalition Party % 15.74 16.40 0.66 0.52
Social Democratic Party % 21.39 21.11 -0.28 0.81
Green Party % 2.18 2.08 -0.10 0.78
Left Alliance % 8.75 9.00 0.25 0.77
Swedish Party % 6.10 4.37 -1.72 0.34
True Finns % 1.82 1.75 -0.07 0.85
Christian Democrats % 2.84 3.17 0.32 0.35
Other parties % 3.57 3.59 0.02 0.97
Population 13889.71 15923.12 2033.41 0.62
Young population % 18.79 18.53 -0.26 0.41
Old population % 17.63 17.91 0.28 0.53

Notes: Differences in means are tested using a t-test adjusted for clustering at the municipality
level.
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Table
D
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balance,seat
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high-quality

politicians.

PanelA
:U

niversity-educated
politicians

N
egative

instrum
ent

Positive
instrum

ent
D

ifference
p-value

U
niversity-educated

%
24.45

26.25
1.80

0.20
R

e-elected
incum

bents
%

58.04
58.13

0.09
0.91

H
igh

incom
e

%
64.48

65.57
1.08

0.38
C

om
petent

%
60.37

60.89
0.52

0.66

PanelB:H
igh-incom

e
politicians

N
egative

instrum
ent

Positive
instrum

ent
D

ifference
p-value

U
niversity-educated

%
23.41

22.72
-0.69

0.56
R

e-elected
incum

bents
%

58.09
57.42

-0.67
0.33

H
igh

incom
e

%
62.92

62.30
-0.62

0.60
C

om
petent

%
59.41

59.64
0.23

0.83

Table
continued

on
the

follow
ing

page.



APPENDIX D 351

Ta
bl

e
D

4.
(c

on
tin

ue
d)

Pr
et

re
at

m
en

t
ba

la
nc

e,
se

at
sh

ar
es

of
hi

gh
-q

ua
lit

y
po

lit
ic

ia
ns

.

Pa
ne

lC
:R

e-
el

ec
te

d
in

cu
m

be
nt

s

N
eg

at
iv

e
in

st
ru

m
en

t
Po

si
ti

ve
in

st
ru

m
en

t
D

iff
er

en
ce

p-
va

lu
e

U
ni

ve
rs

it
y-

ed
uc

at
ed

%
23

.9
1

23
.1

8
-0

.7
2

0.
57

R
e-

el
ec

te
d

in
cu

m
be

nt
s

%
57

.4
2

57
.7

3
0.

32
0.

68
H

ig
h

in
co

m
e

%
63

.0
1

62
.2

5
-0

.7
6

0.
55

C
om

pe
te

nt
%

59
.3

2
60

.4
0

1.
08

0.
33

Pa
ne

lD
:C

om
pe

te
nt

po
lit

ic
ia

ns

N
eg

at
iv

e
in

st
ru

m
en

t
Po

si
ti

ve
in

st
ru

m
en

t
D

iff
er

en
ce

p-
va

lu
e

U
ni

ve
rs

it
y-

ed
uc

at
ed

%
22

.8
7

23
.0

3
0.

15
0.

90
R

e-
el

ec
te

d
in

cu
m

be
nt

s
%

57
.2

4
58

.1
7

0.
94

0.
18

H
ig

h
in

co
m

e
%

62
.8

4
62

.2
2

-0
.6

2
0.

61
C

om
pe

te
nt

%
59

.6
8

59
.3

1
-0

.3
7

0.
73

N
ot

es
:

D
iff

er
en

ce
s

in
m

ea
ns

ar
e

te
st

ed
us

in
g

a
t-

te
st

ad
ju

st
ed

fo
r

cl
us

te
ri

ng
at

th
e

m
un

ic
ip

al
it

y
le

ve
l.



352 POLITICIAN QUALITY, IDEOLOGY, AND FISCAL POLICY

Table D5. Posttreatment balance.

Panel A: University-educated politicians

Negative instrument Positive instrument Difference p-value

Center Party % 36.41 32.71 -3.71 0.13
National Coalition Party % 18.34 18.78 0.44 0.72
Social Democratic Party % 20.16 22.24 2.08 0.11
Green Party % 2.67 2.90 0.23 0.63
Left Alliance % 9.08 8.47 -0.62 0.51
Swedish Party % 5.10 5.22 0.11 0.95
True Finns % 1.70 1.91 0.21 0.62
Christian Democrats % 3.11 3.48 0.36 0.43
Other parties % 3.42 4.31 0.88 0.29

Panel B: High-income politicians

Negative instrument Positive instrument Difference p-value

Center Party % 37.50 39.53 2.04 0.37
National Coalition Party % 16.95 16.55 -0.40 0.72
Social Democratic Party % 20.21 20.50 0.29 0.81
Green Party % 2.34 2.24 -0.10 0.79
Left Alliance % 8.39 7.85 -0.55 0.51
Swedish Party % 6.32 4.46 -1.87 0.33
True Finns % 1.57 1.83 0.27 0.50
Christian Democrats % 2.94 3.26 0.32 0.43
Other parties % 3.78 3.78 0.00 1.00

Table continued on the following page.
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Table D5. (continued) Posttreatment balance.

Panel C: Re-elected incumbents

Negative instrument Positive instrument Difference p-value

Center Party % 38.15 38.28 0.13 0.96
National Coalition Party % 17.12 17.30 0.18 0.88
Social Democratic Party % 20.26 20.55 0.29 0.81
Green Party % 2.39 2.42 0.03 0.95
Left Alliance % 7.82 8.60 0.78 0.37
Swedish Party % 5.32 4.87 -0.45 0.81
True Finns % 1.95 1.75 -0.19 0.61
Christian Democrats % 3.02 3.19 0.17 0.67
Other parties % 3.96 3.04 -0.92 0.21

Panel D: Competent politicians

Negative instrument Positive instrument Difference p-value

Center Party % 38.02 38.33 0.31 0.89
National Coalition Party % 16.55 17.55 1.01 0.37
Social Democratic Party % 20.48 20.27 -0.21 0.86
Green Party % 2.36 2.37 0.01 0.99
Left Alliance % 8.08 8.46 0.38 0.65
Swedish Party % 6.16 4.36 -1.79 0.34
True Finns % 1.78 1.62 -0.16 0.66
Christian Democrats % 3.16 3.16 -0.00 1.00
Other parties % 3.42 3.88 0.46 0.52

Notes: Differences in means are tested using a t-test adjusted for clustering at the municipality
level.
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Table
D

6.R
educed

form
of

IV
:the

effect
of

university-educated
politicians.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

Instrum
ent

0.003
0.000

0.007
2.530

-9.109
-0.265

8.873
0.260

[0.002]
[0.039]

[0.010]
[3.759]

[14.693]
[0.260]

[15.760]
[0.256]

N
1544

679
1543

1544
1528

1528
1537

1537
R

2
0.66

0.19
0.68

0.29
0.35

0.26
0.18

0.29

N
otes:The

regressions
controlfor

year
and

region
dum

m
ies,lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
ofyoung

and
old

inhabitants),lagged
party

seatshares
and

a
quadratic

polynom
ial

of
university-educated

politicians’
vote

share.
Standard

errors
clustered

at
the

m
unicipality

levelare
reported

in
brackets.***,**

and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.
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Table
D

8.R
educed

form
of

IV
:the

effect
of

re-elected
incum

bents.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

Instrum
ent

-0.001
0.060**

-0.009
1.235

-24.126**
-0.409**

1.304
0.359

[0.001]
[0.029]

[0.007]
[2.952]

[10.872]
[0.197]

[11.077]
[0.228]

N
1544

679
1543

1544
1528

1528
1537

1537
R

2
0.66

0.19
0.67

0.29
0.36

0.27
0.15

0.29

N
otes:The

regressions
controlfor

year
and

region
dum

m
ies,lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
of

young
and

old
inhabitants),lagged

party
seat

shares
and

a
quadratic

polynom
ial

of
re-elected

incum
bents’

vote
share.

Standard
errors

clustered
at

the
m

unicipality
level

are
reported

in
brackets.***,**

and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.
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Table D10. Treated versus non-treated municipalities:
university-educated politicians.

No close elections Close elections Difference p-value

log(Expenditures per capita) 8.58 8.56 -0.02 0.20
Fiscal sustainability index 4.62 4.80 0.18 0.29
Local income tax rate 18.46 18.36 -0.10 0.11
Result per capita 116.30 161.21 44.91 0.00
Debt per capita 1121.73 1273.64 151.91 0.04
Relative indebtedness 33.51 37.22 3.71 0.01
Accumulated surplus per capita 257.54 241.75 -15.79 0.83
Solvency ratio 71.82 68.14 -3.68 0.02
Center Party % 44.59 33.89 -10.70 0.00
National Coalition Party % 13.83 17.64 3.80 0.00
Social Democratic Party % 19.20 22.36 3.15 0.00
Green Party % 1.06 2.68 1.62 0.00
Left Alliance % 7.61 9.52 1.91 0.02
Swedish Party % 5.48 5.26 -0.21 0.90
True Finns % 1.89 1.60 -0.29 0.38
Christian Democrats % 2.66 3.16 0.49 0.13
Other parties % 3.67 3.90 0.23 0.77
Population 5557.80 19914.72 14356.91 0.00
Young population % 18.20 18.81 0.61 0.04
Old population % 19.52 17.02 -2.50 0.00

Notes: The table compares pre-treatment characteristics of municipalities with and without
close elections. Differences in means are tested using a t-test adjusted for clustering at
the municipality level. ***, ** and * denote statistical significance at 1%, 5% and 10%,
respectively.
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Table D11. Treated versus non-treated municipalities: high-income
politicians.

No close elections Close elections Difference p-value

log(Expenditures per capita) 8.58 8.57 -0.01 0.69
Fiscal sustainability index 4.60 4.78 0.18 0.32
Local income tax rate 18.44 18.39 -0.05 0.44
Result per capita 114.82 150.13 35.30 0.02
Debt per capita 1149.85 1220.86 71.01 0.36
Relative indebtedness 33.92 36.06 2.14 0.14
Accumulated surplus per capita 282.87 234.02 -48.85 0.53
Solvency ratio 71.48 69.27 -2.21 0.20
Center Party % 43.39 37.51 -5.88 0.01
National Coalition Party % 14.70 16.14 1.45 0.17
Social Democratic Party % 18.90 21.60 2.70 0.02
Green Party % 1.08 2.20 1.13 0.00
Left Alliance % 7.94 8.82 0.89 0.29
Swedish Party % 5.29 5.41 0.13 0.95
True Finns % 1.83 1.71 -0.12 0.74
Christian Democrats % 2.77 2.97 0.20 0.57
Other parties % 4.11 3.63 -0.48 0.57
Population 5444.27 15872.35 10428.08 0.00
Young population % 18.00 18.73 0.73 0.02
Old population % 19.75 17.62 -2.13 0.00

Notes: The table compares pre-treatment characteristics of municipalities with and without
close elections. Differences in means are tested using a t-test adjusted for clustering at
the municipality level. ***, ** and * denote statistical significance at 1%, 5% and 10%,
respectively.
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Table D12. Treated versus non-treated municipalities: re-elected
incumbents.

No close elections Close elections Difference p-value

log(Expenditures per capita) 8.57 8.57 0.00 0.92
Fiscal sustainability index 4.60 4.78 0.18 0.34
Local income tax rate 18.45 18.38 -0.07 0.26
Result per capita 105.45 159.05 53.59 0.00
Debt per capita 1160.90 1220.69 59.79 0.42
Relative indebtedness 34.42 35.95 1.53 0.28
Accumulated surplus per capita 252.25 248.04 -4.21 0.96
Solvency ratio 70.89 69.42 -1.47 0.38
Center Party % 42.89 37.25 -5.64 0.01
National Coalition Party % 14.43 16.45 2.02 0.05
Social Democratic Party % 19.33 21.60 2.27 0.05
Green Party % 1.01 2.35 1.34 0.00
Left Alliance % 7.85 8.96 1.12 0.17
Swedish Party % 5.73 5.15 -0.58 0.75
True Finns % 1.81 1.71 -0.10 0.77
Christian Democrats % 2.58 3.10 0.52 0.12
Other parties % 4.37 3.42 -0.95 0.24
Population 4750.55 17302.56 12552.01 0.00
Young population % 18.20 18.68 0.47 0.13
Old population % 19.57 17.53 -2.03 0.00

Notes: The table compares pre-treatment characteristics of municipalities with and without
close elections. Differences in means are tested using a t-test adjusted for clustering at
the municipality level. ***, ** and * denote statistical significance at 1%, 5% and 10%,
respectively.
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Table D13. Treated versus non-treated municipalities: competent
politicians.

No close elections Close elections Difference p-value

log(Expenditures per capita) 8.58 8.57 -0.01 0.34
Fiscal sustainability index 4.55 4.81 0.26 0.16
Local income tax rate 18.44 18.39 -0.05 0.40
Result per capita 124.98 146.05 21.07 0.14
Debt per capita 1181.38 1207.04 25.66 0.74
Relative indebtedness 34.49 35.83 1.34 0.35
Accumulated surplus per capita 283.69 231.98 -51.71 0.50
Solvency ratio 70.90 69.49 -1.41 0.40
Center Party % 44.04 37.04 -7.00 0.00
National Coalition Party % 14.33 16.36 2.03 0.05
Social Democratic Party % 19.04 21.60 2.56 0.03
Green Party % 0.96 2.29 1.33 0.00
Left Alliance % 7.41 9.11 1.71 0.04
Swedish Party % 5.44 5.34 -0.10 0.96
True Finns % 1.87 1.69 -0.17 0.62
Christian Democrats % 2.65 3.03 0.38 0.27
Other parties % 4.27 3.54 -0.73 0.38
Population 4961.19 16362.07 11400.88 0.00
Young population % 18.02 18.74 0.72 0.02
Old population % 19.81 17.54 -2.26 0.00

Notes: The table compares pre-treatment characteristics of municipalities with and without
close elections. Differences in means are tested using a t-test adjusted for clustering at
the municipality level. ***, ** and * denote statistical significance at 1%, 5% and 10%,
respectively.
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Table
D

14.IV
estim

ation
using

only
the

close
elections

sam
ple:the

effect
of

university-educated
politicians.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

U
niversity

%
0.003

0.006
0.011

2.859
-8.672

-0.256
7.620

0.211
[0.002]

[0.037]
[0.010]

[4.158]
[15.521]

[0.279]
[16.869]

[0.282]

N
749

367
748

749
743

743
746

746
First

stage
F

181.00
91.09

178.72
181.00

178.24
178.24

177.59
177.59

N
otes:

The
sam

ple
only

includes
m

unicipalities
w

here
the

instrum
ent

for
university-educated

politicians
is

non-zero.
R

egressions
controlfor

year
and

region
dum

m
ies,lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
of

young
and

old
inhabitants),lagged

party
seat

shares
and

a
quadratic

polynom
ialof

university-educated
politicians’vote

share.
Standard

errors
clustered

at
the

m
unicipality

level
are

reported
in

brackets.***,**
and

*
denote

statisticalsignificance
at

1%
,5%

and
10%

,respectively.
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Table
D

16.IV
estim

ation
using

only
the

close
elections

sam
ple:the

effect
of

re-elected
incum

bents.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

H
igh

incom
e

%
-0.001

0.056*
-0.008

1.216
-23.807**

-0.433**
-0.321

0.356
[0.001]

[0.029]
[0.007]

[2.941]
[10.701]

[0.194]
[10.625]

[0.226]

N
956

439
955

956
948

948
951

951
First

stage
F

149.66
62.10

150.29
149.66

149.93
149.93

148.53
148.53

N
otes:The

sam
ple

only
includes

m
unicipalities

w
here

the
instrum

ent
for

re-elected
incum

bents
is

non-zero.
The

R
egressions

control
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year
and

region
dum

m
ies,lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
of

young
and

old
inhabitants),

lagged
party

seat
shares

and
a

quadratic
polynom

ial
of

re-elected
incum

bents’
vote

share.
Standard

errors
clustered

at
the

m
unicipality

level
are

reported
in

brackets.
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and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.
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Table
D

18.R
educed

form
results

using
a

binary
treatm

ent:university-educated
politicians.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

university
0.007

0.101
0.022

17.077
-34.626

-0.791
29.505

0.934
[0.007]

[0.136]
[0.037]

[13.294]
[51.867]

[0.949]
[49.449]

[0.974]

N
749

367
748

749
743

743
746

746
R

2
0.67

0.26
0.71

0.36
0.39

0.30
0.31

0.35

N
otes:

T
he

sam
ple

only
includes

m
unicipalities

w
here

the
instrum

ent
for

university-educated
politicians

is
non-zero.

T
he

regressions
control

for
year

and
region

dum
m

ies,
lagged

dem
ographic

characteristics
(population

and
squared

population
and

shares
of

young
and

old
inhabitants),

lagged
party

seat
shares

and
a

quadratic
polynom

ialof
university-educated

politicians’vote
share.

Standard
errors

clustered
at

the
m

unicipality
level

are
reported

in
brackets.

***,**
and

*
denote

statistical
significance

at
1%

,5%
and

10%
,

respectively.
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Table
D

20.R
educed

form
results

using
a

binary
treatm

ent:re-elected
incum

bents.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

(1)
(2)

(3)
(4)

(5)
(6)

(7)
(8)

highincom
e

-0.004
0.226**

-0.040
-1.661

-127.233**
-1.801**

47.047
1.487*

[0.006]
[0.114]

[0.030]
[11.976]

[49.285]
[0.839]

[49.144]
[0.852]

N
1048

472
1047

1048
1040

1040
1045

1045
R

2
0.65

0.20
0.68

0.30
0.37

0.28
0.19

0.31

N
otes:T

he
sam

ple
only

includes
m

unicipalities
w

here
the

instrum
entfor

re-elected
incum

bents
is

non-zero.The
regressions

controlfor
year

and
region

dum
m

ies,lagged
dem

ographic
characteristics

(population
and

squared
population

and
shares

of
young

and
old

inhabitants),lagged
party

seat
shares

and
a

quadratic
polynom

ial
of

re-elected
incum

bents’vote
share.

Standard
errors

clustered
at

the
m

unicipality
levelare

reported
in

brackets.
***,**

and
*

denote
statisticalsignificance

at
1%

,5%
and

10%
,respectively.
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Panel B: Fiscal sustainability index

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of university-educated politicians’
vote share.

Figure D5. Estimation results using data from different years: the
effect of university-educated politicians on expenditures and FSI.
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Panel B: Fiscal sustainability index

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of high-income politicians’ vote
share.

Figure D6. Estimation results using data from different years: the
effect of high-income politicians on expenditures and FSI.
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Panel B: Fiscal sustainability index

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party
seat shares and a quadratic polynomial of re-elected incumbents’ vote
share.

Figure D7. Estimation results using data from different years: the
effect of re-elected incumbents on expenditures and FSI.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of competent politicians’ vote share.

Figure D8. Estimation results using data from different years: effect of
competent politicians on expenditures and FSI.



378 POLITICIAN QUALITY, IDEOLOGY, AND FISCAL POLICY

-0
.0

2
-0

.0
1

0.
00

0.
01

0.
02

0.
03

Es
tim

at
ed

 e
ffe

ct

1 2 3 4
Year of term

Panel A: Local income tax rate

-2
0

-1
0

0
10

20
30

Es
tim

at
ed

 e
ffe

ct

1 2 3 4
Year of term

Panel B: Result

-4
0

-2
0

0
20

40
Es

tim
at

ed
 e

ffe
ct

1 2 3 4
Year of term

Panel C: Debt

-1
.0

0
-0

.5
0

0.
00

0.
50

Es
tim

at
ed

 e
ffe

ct

1 2 3 4
Year of term

Panel D: Relative indebtedness

-4
0

-2
0

0
20

40
Es

tim
at

ed
 e

ffe
ct

1 2 3 4
Year of term

Panel E: Accumulated surplus

-0
.5

0
0.

00
0.

50
1.

00
Es

tim
at

ed
 e

ffe
ct

1 2 3 4
Year of term

Panel F: Solvency ratio

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of university-educated politicians’
vote share.

Figure D9. Estimation results using data from different years: the
effect of university-educated politicians on fiscal sustainability

outcomes.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of high-income politicians’ vote
share.

Figure D10. Estimation results using data from different years, the
effect of high-income politicians on fiscal sustainability outcomes.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party
seat shares and a quadratic polynomial of re-elected incumbents’ vote
share.

Figure D11. Estimation results using data from different years: the
effect of re-elected incumbents on fiscal sustainability outcomes.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of competent politicians’ vote share.

Figure D12. Estimation results using data from different years: the
effect of competent politicians on fiscal sustainability outcomes.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of university-educated politicians’
vote share.

Figure D13. Placebo cut-off estimations: first stage for
university-educated politicians.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of high-income politicians’ vote
share.

Figure D14. Placebo cut-off estimations: first stage for high-income
politicians.



384 POLITICIAN QUALITY, IDEOLOGY, AND FISCAL POLICY

-1
.0

0
0.

00
1.

00
2.

00
3.

00
4.

00
Es

tim
at

ed
 e

ffe
ct

-0.03 -0.02 -0.01 0.00 0.01 0.02 0.03
Threshold

Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party
seat shares and a quadratic polynomial of re-elected incumbents’ vote
share.

Figure D15. Placebo cut-off estimations, first stage for re-elected
incumbents.
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Notes: The figure shows point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of competent politicians’ vote share.

Figure D16. Placebo cut-off estimations: first stage for competent
politicians.
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Panel B: Fiscal sustainability index

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of university-educated politicians’
vote share.

Figure D17. Placebo cut-off estimations for university-educated
politicians: expenditures and FSI.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of high-income politicians’ vote
share.

Figure D18. Placebo cut-off estimations for high-income politicians:
expenditures and FSI.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party
seat shares and a quadratic polynomial of re-elected incumbents’ vote
share.

Figure D19. Placebo cut-off estimations for re-elected incumbents:
expenditures and FSI.
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Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. The regressions control for year and region
dummies, lagged demographic characteristics (population and squared
population and shares of young and old inhabitants), lagged party seat
shares and a quadratic polynomial of competent politicians’ vote share.

Figure D20. Placebo cut-off estimations for competent politicians:
expenditures and FSI.
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Appendix E: Additional Results on Candidate
Quality and Ideology

Principal Component Analysis In Tables E1 and E2, I list the
voting aid application questions in 2008 and 2012, respectively.
Moreover, the tables report results of the principal component analysis,
in particular the loadings on the first principal component. Claims
where a stronger agreement implies more right-wing attitudes get
larger positive values, whereas the opposite is true for claims where a
stronger agreement is in line with more left-wing preferences. I
multiply the resulting principal component by minus one in order to
have a smaller score for left-wing parties. The first principal
component explains 28% of the variation in 2008 data, and 15% in 2012
data.

Table E3 shows summary statistics of the ideology score by party.
Importantly, it demonstrates how the measure effectively captures the
left-right dimension in Finnish local politics.

IV Results by Party I revisit the IV analysis on the effects of
high-quality politicians on policy outcomes, and explore the
heterogeneity of the estimates by breaking down the treatment into
four categories: good politicians in the three largest parties (the Social
Democratic Party, the Center Party, and the National Coalition Party),
and the other parties pooled together. I instrument these variables
with the respective instrumental variables, and report the results from
IV regressions in Tables E4-E7.

Two notions arise from these tables. First, there is no evidence that
high-quality politicians from any party would have any clear adverse
effects on the fiscal sustainability outcomes. Second, the university-
educated, re-elected incumbent, and competent Social Democrats seem
to have a positive effect on public expenditures. However, the regression
coefficients for the university-educated and competent politicians are
not statistically significant at any conventional levels (p = 0.11 and p =
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0.13, respectively). The point estimates for the high-quality politicians
from the Center Party and the National Coalition Party are smaller, and
statistically insignificant.

Continuous Measures of Quality Table E8 shows that using a
continuous measure of politician quality (years of education, income,
terms served in political office since 1992, and residual ability) leads to
qualitatively very similar conclusions regarding the relationship
between ideology and the quality of politicians. Different levels of
education are transformed into years of education as follows: primary
education = 9 years, secondary education = 12 years, tertiary education
(<3 years) = 14 years, bachelor’s degree = 13 years, master’s degree =
15 years, research degree = 20 years.

Including All Qualities in One Regression Different quality
measures are correlated with each other. Thus, including them in one
regression could affect the estimation results. In Table E9 I report the
results from regressions that include all quality measures. The
magnitude of the point estimates is affected slightly, but the overall
picture remains unchanged.

Regression Results for Close Elections Sample I identify the
policy effects by exploiting close electoral races. Can we still see a
relationship between ideology and quality, when we concentrate on
candidates involved in close elections? I restrict the sample to those
candidates who are considered to be close (with ε = 0.2) and rerun my
regression analysis. These results are reported in Table E10.
Qualitatively, the regression results are very similar to those reported
in the main text, although the reduction in the sample size also shows
up as loss of precision in the estimation.

Dealing with Non-Response In Table E11, I report the
characteristics of the voting aid application respondents and
non-respondents separately. We see that they are different in many
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dimensions, including the quality measures I employ in this study.
This could introduce a non-response bias in the estimations. In order
to deal with this potential problem, I estimate a weighted regression
where the weights are inverse probabilities of responding (Groves
2006). This weighting assigns a larger weight to those survey
respondents who are underrepresented in the voting aid application
sample. Similarly, the candidates with overrepresented characteristics
get a smaller weight. I compute the weights using a logit model that
explains the survey response with a wide set of candidate
characteristics, and rerun my analysis weighting the observations
accordingly. More precisely, the logit regression includes the binary
and continuous quality measures, age, gender, partisan affiliation,
municipality dummies and year dummies. Adjusting for the
non-response barely affects the results (Table E12 and Figure E1).
Finally, Table E13 reports summary statistics for the full sample and
for the weighted respondent sample. The table demonstrates that the
weighting works fairly well in making the respondent sample
comparable to the full sample.
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Table E1. PCA for year 2008.

Loading Mean Standard deviation

Q1. If necessary, it is better to increase the municipal income tax
than cut local public services.

-0.38 1.89 0.79

Q2. It is too easy to obtain welfare benefits nowadays. 0.51 2.92 0.79
Q3. We should compromise on environmental protection if it can
improve employment or citizens’ welfare.

0.33 3.07 0.81

Q4. Our municipality should fire some of the employees, as there
are too many of them.

0.45 3.18 0.79

Q5. User fees of municipal services should be more progressive. -0.15 2.62 0.91
Q6. If one of the parents is at home, the children should not be
eligible for public day care.

0.41 2.80 0.91

Q7. If necessary, it is better to cut funding from public health care
than schools, since there is no private schooling available.

0.30 2.71 0.89

Eigenvalue 1.96
Proportion 0.28

Table E2. PCA for year 2012.

Loading Mean Standard deviation

Q1. The elderly should have a universal right to a retirement home
similar to one enjoyed now by children and daycare.

-0.12 0.82 1.01

Q2. Privatizing public services makes them more efficient and saves
money.

0.35 2.58 1.17

Q3. We can increase the user fees for public health care services. 0.32 2.62 1.24
Q4. Our municipality should take in refugees arriving in Finland. -0.30 1.47 1.27
Q5. If one of the parents is at home, the right for public day care to
children should be limited.

0.37 1.74 1.33

Q6. We have paid too little attention to marginalization of children
and teenagers.

-0.09 1.38 1.17

Q7. It is too easy to obtain welfare benefits nowadays. 0.42 2.46 1.13
Q8. It should be possible to recycle trash in the public trash cans in
my municipality.

-0.14 0.69 1.01

Q9. Our municipality should invest more in the maintenance of
roads.

0.08 1.38 1.15

Q10. We should compromise on environmental protection if it can
improve employment or citizens’ welfare.

0.29 2.75 1.18

Q11. There is room for increasing the property tax in our
municipality.

-0.14 2.54 1.19

Q12. If our municipality is planning to have a municipal merger, there
should be an advisory referendum

-0.10 1.09 1.34

Q13. The voting age in the local elections should be decreased to 16
years.

-0.09 2.35 1.45

Q14. The user fees for local public services should be made higher
for people with higher income.

-0.07 2.08 1.32

Q15. Members of the national parliament should not become
candidates in local elections.

0.05 2.32 1.44

Q16. The five-year long dismissal period for the municipal employees
in conjunction with municipal mergers is too long.

0.37 1.57 1.42

Q17. Public employees should not be allowed to be members of the
municipal board.

0.25 1.92 1.45

Eigenvalue 2.54
Proportion 0.15
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Table E3. Ideology of political parties.

N Mean Std. dev.

Left Alliance 3301 -1.51 1.30
Green Party 3204 -1.06 1.11
Social Democratic Party 6521 -0.72 1.23
Christian Democratic Party 1852 0.05 1.18
Swedish Party 1477 0.17 1.33
Center Party 8887 0.42 1.21
True Finns 2585 0.54 1.28
National Coalition Party 8598 1.00 1.27

-0.60 -0.40 -0.20 0.00 0.20
Coefficient

Panel A: University education

-0.20 -0.10 0.00 0.10 0.20 0.30
Coefficient

Panel B: High income

-0.40 -0.20 0.00 0.20 0.40
Coefficient

Panel C: Incumbency

-0.10 0.00 0.10 0.20 0.30
Coefficient

Panel D: Competence

Left Alliance Green Party Social Democratic Party
Christian Democrats Swedish Party Center Party
True Finns National Coalition Party

Notes: The figures show point estimates and their 95% confidence
intervals constructed using standard errors clustered at the
municipality level. Each point estimate comes from a separate
regression using different party subsamples. All regressions control for
municipality and year fixed effects. Parties are ordered by their mean
ideology score.

Figure E1. Ideology and quality: weighted regression results by party.
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Table
E5.R

egression
results

by
party:high-incom

e
politicians.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

H
igh

incom
e,C

enter
Party

%
-0.002

0.097
-0.012

2.874
-31.197

-0.375
0.920**

0.920**
[0.003]

[0.084]
[0.011]

[4.494]
[20.704]

[0.353]
[0.381]

[0.381]
H

igh
incom

e,SocialD
em

ocratic
Party

%
-0.002

-0.054
-0.013

-2.998
-35.276

-0.373
0.109

0.109
[0.003]

[0.139]
[0.016]

[6.447]
[25.667]

[0.459]
[0.495]

[0.495]
H

igh
incom

e,N
ationalC

oalition
Party

%
-0.002

0.262
0.008

-3.244
-48.881

-0.884
0.181

0.181
[0.005]

[0.293]
[0.024]

[8.292]
[31.836]

[0.588]
[0.639]

[0.639]
H

igh
incom

e,O
ther

parties
%

0.011
0.292

-0.033
7.243

-25.012
-0.494

-0.569
-0.569

[0.009]
[0.373]

[0.037]
[15.227]

[50.553]
[0.879]

[1.172]
[1.172]

N
1544

679
1543

1544
1528

1528
1537

1537
K

leibergen-Paap
F

1.28
0.22

1.31
1.28

1.36
1.36

1.30
1.30

A
ngrist-Pischke

F,C
enter

Party
14.74

7.58
14.75

14.74
14.17

14.17
14.76

14.76
A

ngrist-Pischke
F,SocialD

em
ocratic

Party
13.11

5.54
13.12

13.11
12.83

12.83
13.15

13.15
A

ngrist-Pischke
F,N

ationalC
oalition

Party
5.80

1.19
5.79

5.80
5.84

5.84
5.79

5.79
A

ngrist-Pischke
F,O

ther
parties

1.49
0.50

1.51
1.49

1.74
1.74

1.50
1.50

N
otes:

The
regressions

control
for

year
and

region
dum

m
ies,

lagged
dem

ographic
characteristics

(population
and

squared
population

and
shares

of
young

and
old

inhabitants),lagged
party

seat
shares

and
a

quadratic
polynom

ialof
high-incom

e
politicians’vote

share.
Standard

errors
clustered

at
the

m
unicipality

levelare
reported

in
brackets.***,**

and
*

denote
statisticalsignificance

at1%
,5%

and
10%

,respectively.
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Table
E7.T

he
regression

results
by

party:com
petent

politicians.

Expenditures
FSI

Tax
rate

R
esult

D
ebt

Indebtedness
Surplus

Solvency
ratio

C
om

petent,C
enter

Party
%

0.000
0.059

0.002
5.620

-3.542
-0.094

0.337
0.337

[0.002]
[0.050]

[0.012]
[4.949]

[17.816]
[0.327]

[0.371]
[0.371]

C
om

petent,SocialD
em

ocratic
Party

%
0.003

0.146
-0.024*

-2.767
-29.084

-0.532
0.540

0.540
[0.003]

[0.092]
[0.014]

[5.933]
[20.027]

[0.374]
[0.396]

[0.396]
C

om
petent,N

ationalC
oalition

Party
%

-0.001
-0.050

0.018
-14.147*

-2.606
0.035

0.441
0.441

[0.004]
[0.105]

[0.022]
[8.086]

[25.264]
[0.482]

[0.560]
[0.560]

C
om

petent,O
ther

parties
%

0.003
0.067

-0.043*
-9.522

-25.639
-0.613

1.036
1.036

[0.005]
[0.078]

[0.023]
[8.060]

[36.859]
[0.655]

[0.688]
[0.688]

N
1544

679
1543

1544
1528

1528
1537

1537
K

leibergen-Paap
F

4.81
1.05

4.71
4.81

4.58
4.58

4.67
4.67

A
ngrist-Pischke

F,C
enter

Party
12.99

9.49
12.99

12.99
12.92

12.92
12.68

12.68
A

ngrist-Pischke
F,SocialD

em
ocratic

Party
21.00

5.25
20.99

21.00
20.46

20.46
20.87

20.87
A

ngrist-Pischke
F,N

ationalC
oalition

Party
6.17

3.90
6.08

6.17
5.98

5.98
6.08

6.08
A

ngrist-Pischke
F,O

ther
parties

6.25
3.47

6.12
6.25

6.26
6.26

6.07
6.07

N
otes:

The
regressions

control
for

year
and

region
dum

m
ies,

lagged
dem

ographic
characteristics

(population
and

squared
population

and
shares

of
young

and
old

inhabitants),
lagged

party
seat

shares
and

a
quadratic

polynom
ial

of
com

petent
politicians’

vote
share.

Standard
errors

clustered
at

the
m

unicipality
levelare

reported
in

brackets.***,**
and

*
denote

statisticalsignificance
at

1%
,5%

and
10%

,respectively.
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Table E9. Including all qualities in one regression.

(1) (2) (3)

University education -0.162*** -0.071*** -0.209***
[0.022] [0.018] [0.016]

High income 0.283*** 0.278*** 0.073***
[0.025] [0.019] [0.015]

Incumbent 0.073* -0.053*** -0.011
[0.040] [0.020] [0.017]

Competent -0.002 -0.011 0.074***
[0.022] [0.021] [0.015]

N 36589 36589 36588
R2 0.01 0.07 0.35
Mean of dependent variable 0.01 0.01 0.01
SD of dependent variable 1.50 1.50 1.50
Year FE
Municipality FE
Party FE

Notes: Standard errors clustered at the municipality level
are reported in brackets. ***, ** and * denote statistical
significance at 1%, 5% and 10%, respectively.
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Table E11. Differences between voting aid application respondents and
non-respondents.

Mean, no response Mean, response Difference p-value

Years of education 12.10 13.00 0.90 0.00
University education 0.19 0.38 0.19 0.00
Income 24472.55 28247.83 3775.28 0.00
High income 0.44 0.58 0.13 0.00
Terms in office 0.51 0.58 0.07 0.03
Incumbent 0.18 0.23 0.04 0.00
Competent 0.48 0.52 0.05 0.00
Age 50.26 45.99 -4.27 0.00
Female 0.38 0.42 0.04 0.00
Center Party 0.25 0.24 -0.02 0.38
National Coalition Party 0.16 0.23 0.07 0.00
Social Democratic Party 0.22 0.17 -0.05 0.00
Left Alliance 0.11 0.09 -0.03 0.02
True Finns 0.09 0.07 -0.03 0.00
Christian Democratic Party 0.05 0.05 -0.00 0.66
Swedish Party 0.03 0.04 0.00 0.79
Green Party 0.03 0.08 0.05 0.00
Other party 0.04 0.04 0.00 1.00

Notes: Differences in means are tested using a t-test adjusted for clustering at the
municipality level. ***, ** and * denote statistical significance at 1%, 5% and 10%,
respectively.
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Table E13. Full sample vs. weighted respondent sample.

Full sample Weighted respondent sample

N Mean Std. dev. N Mean Std. dev.

Years of education 74354 12.52 2.02 36589 12.58 1.98
University education 74354 0.28 0.45 36589 0.29 0.45
Income 74249 26127.95 15064.26 36589 26464.15 14866.24
High income 74249 0.50 0.50 36589 0.51 0.50
Terms in office 75633 0.55 1.14 36589 0.54 1.12
Incumbent 75633 0.21 0.40 36589 0.20 0.40
Competent 73890 0.50 0.50 36589 0.50 0.50
Age 75633 48.20 13.49 36589 47.94 13.01
Female 75633 0.40 0.49 36589 0.40 0.49
Center Party 75633 0.24 0.43 36589 0.25 0.43
National Coalition Party 75633 0.19 0.39 36589 0.19 0.40
Social Democratic Party 75633 0.19 0.40 36589 0.19 0.39
Left Alliance 75633 0.10 0.30 36589 0.10 0.29
True Finns 75633 0.08 0.28 36589 0.08 0.27
Christian Democratic Party 75633 0.05 0.22 36589 0.05 0.22
Swedish Party 75633 0.04 0.19 36589 0.04 0.19
Green Party 75633 0.06 0.24 36589 0.06 0.24
Other parties 75633 0.04 0.20 36589 0.04 0.20
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Sammanfattning

Denna avhandling består av sex fristående uppsatser om politisk
ekonomi. Kapitlen i avhandlingen innehåller en uppsättning
sammanflätade frågor. Vilka är de politiska och ekonomiska
konsekvenserna av valresultat? Varför nominerar de politiska partierna
vissa politiker till politisk makt? Vad är det som gör att väljare lägger
sin röst på ett visst politiskt parti?

Valresultat och politiska karriärer De två första uppsatserna i
denna avhandling studerar konsekvenserna av valresultat på enskilda
politiker. En annan faktor som förenar de två första kapitlen är den
empiriska metoden. För att beräkna sådana effekter kausalt, baserar
sig kapitlen på ett s.k. kvasiexperimentellt regression discontinuity
design tillvägagångssätt. En av de kanske mest populära
tillämpningarna av regression discontinuity design (RDD) i empirisk
statsvetenskap och politisk ekonomi är fördelen för sittande
makthavare—effekten av att bli vald på senare valresultat. Kapitel 2
(samförfattat med Ari Hyytinen, Otto Toivanen, Tuukka Saarimaa och
Janne Tukiainen), When Does Regression Discontinuity Design Work?
Evidence from Random Election Outcomes (När fungerar regression
discontinuity design? Bevis från slumpartade valresultat), studerar
förekomsten av den personliga fördelen för sittande makthavare vid
kommunalval i Finland. Den främsta motiveringen för detta arbete
avser emellertid metod. Vi studerar huruvida en RDD i praktiken kan
reproducera en experimentell beräkning av sittande makthavares
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fördel. Vi erhåller denna experimentella beräkning genom att använda
data från identiska valresultat mellan två eller fler kandidater. Sådana
lika resultat vid rösträkning löses genom lotteri.

Den experimentella beräkningen tyder på att sittande makthavare
inte har någon personlig fördel. Däremot tyder sedvanliga lokala
polynoma RDD beräkningar som erhålls genom att använda optimala
bandbredder på en måttlig och statistiskt signifikant effekt. Denna
effekt försvinner emellertid om vi använder mindre bandbredder eller
nyligen föreslagna, avvikelsekorrigerade tillvägagångssätt. Sålunda
kan RDD replikera den experimentella beräkningen av en fördel för
sittande makthavare när den implementeras noggrant.

Kapitel 3 (samförfattat med Janne Tukiainen), Rank Effects in
Political Promotion (Rangordningsffekter vid politiskt avancemang),
använder RDD i en annan valmiljö. Många länder världen över
använder valsystem med öppna eller halvöppna listor där en väljare
kan eller måste uttrycka sin preferens för en viss politiker bland de
många kandidater som ett parti ställer upp med. Därför speglar
resultaten av sådana val med nödvändighet väljarnas preferenser för
individuella kandidater. Vi studerar i vilken utsträckning som politiska
partier tar väljarnas preferenser i beaktande i förhandlingarna inom
partiet vad gäller politiskt avancemang till ordförandeposter i
kommunstyrelse och kommunfullmäktige i den finska lokalpolitiken.

Vi visar att det inte finns någon primäreffekt—d.v.s. effekten av att
rangordnas först vad gäller personröster—på politiska avancemang i
kommuner som styrs av enpartimajoriteter. I andra kommuner är det
ungefär 20 procentenheter mer sannolikt att valvinnare inom partiet
befordras till posten som ordförande i kommunstyrelsen vilket är den
viktigaste posten i finsk lokalpolitik. Effekten av att rangordnas först
verkar vara begränsad till denna post. På det hela taget verkar den
rangordning som skapas genom röster ha en roll som kompletterar
andra faktorer. Vår beskrivande analys tyder på att det kan vara så att
partierna speciellt tar kandidaternas politiska ställning och deras
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tidigare politiska erfarenhet med i beräkningen vid sina
befordringsbeslut.

Sambandet mellan väljare och politiska partier Kapitel 4 och 5
ger nya perspektiv på omfattningen och den långsiktiga utvecklingen
av samhällsklassbaserad röstning och politisk utveckling genom att
använda historiska data från Storbritannien. Innan The Secret Ballot
Act infördes 1872 var röstningen i parlamentsvalen öppen. Ofta
registrerades namnet på varje väljare och hur de röstade nedtecknades
i röstlängdsböcker. Vidare gav dessa röstlängdsböcker ibland sådan
information som väljarnas adresser och sysselsättning. Vi skapar
paneldata på väljarnivå från ett urval grevskapsvalkretsar från
1800-talet, vilket ger ett unikt mikroperspektiv på väljarbeteende.

Kapitel 4 (samförfattat med Torun Dewan och Janne Tukiainen),
Victorian Voting: The Origins of Party Orientation and Class Alignment (Val
på den viktorianska tiden - uppkomsten av partiinriktning), studerar det
framväxande sambandet mellan väljare och politiska partier i det
viktorianska England. Ett centralt inslag i ett lands politiska utveckling
är sambandet mellan väljarna och de som representerar dem. En viktig
distinktion är den mellan system som är fokuserade på kandidater och
partiorienterade sådana. I de senare är väljarna lojala med det parti
som de föredrar och de lägger sina röster utan hänsyn till personliga
egenskaper, åsikter eller favörer som kandidaterna erbjuder.

Genom att utnyttja data från röstlängdsböcker så ger vi nya bevis
vad gäller tidpunkten för uppkomsten av en partiorienterad väljarkår i
Storbritannien. Våra resultat bekräftar de i nyskapande arbeten som
baseras på aggregerade data och visar att koherenta partier med täta
band till väljarkåren föregick de stora senviktorianska
rösträttsreformerna och sammanföll med en period under vilken den
verkställande makten tog kontroll över prerogativ. Vårt huvudsakliga
och nya bidrag använder data på väljarnivå för att förstå drivkrafterna
bakom partianpassning. Vi visar att partianpassning åtminstone delvis
berodde på det förändrade beteendet hos de kvalificerade
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arbetarklasserna, som hade fått rösträtt 1832. Denna grupp ställde sig
på de dåtida Liberal Partys sida, vilket var ett vänsterparti.

Kapitel 5 (samförfattat med Torun Dewan, Christopher Kam och
Janne Tukiainen), Class, Social Mobility, and Voting: Evidence from
Historical Voting Records (Klass, social rörlighet och val - bevis från
historiska valdokument), studerar förhållandet mellan klass och social
rörlighet och röstningsbeteende genom att använda data från
röstlängdsböcker från det viktorianska England. En grundläggande
fråga i litteraturen om röstning baserad på klass är huruvida
människor från samma klass röstar på samma sätt eftersom de
socialiseras in i en uppsättning stabila attityder och åsikter eller
eftersom de har liknande materiella intressen. Data från
röstlängdsböckerna förser oss med idealiska data för att undersöka
detta.

Vi finner att en sammanslutning av den jordägande överklassen,
lantarbetare, okvalificerad arbetskraft och tjänstemän i genomsnitt i
större utsträckning röstade på de konservativa. Vad gäller småborgare
och kvalificerad arbetskraft, å andra sidan, så var det mer sannolikt att
de skulle lägga sina röster på liberala kandidater. De flesta av dessa
samband håller när vi ser på sambandet mellan social rörlighet och
röstningsbeteende. Vi ser på våra resultat som att de ger avgörande
bevis för röstning baserad på klass som är relaterad till gemensamma
materiella intressen.

Ekonomiska konsekvenser av politiskt urval Varför ska vi bry
oss om vem som innehar den politiska makten? De två sista
uppsatserna frågar vilka de ekonomiska konsekvenserna är av att välja
politiker med vissa egenskaper. Det är ett väletablerat faktum att
beslutsfattarnas identitet kan påverka politiken. Tidigare empirisk
forskning har visat att de politiska ledarnas egenskaper så som deras
partianda, kön och etnisk bakgrund har inverkan på en stor spännvidd
av offentlig politik. Kapitel 6 och 7 fokuserar på två nya aspekter, d.v.s.
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politikers sysselsättningsbakgrund och kvaliteten i representativa
statsskick.

Kapitel 6 (samförfattat med Ari Hyytinen, Otto Toivanen, Tuukka
Saarimaa och Janne Tukiainen), Public Employees as Politicians: Evidence
from Close Elections (Offentliganställda som politiker - bevis från mycket
jämna val), studerar hur politiker med en bakgrund i den offentliga
sektorn påverkar beslutsfattandet. Offentliganställdas dubbla roll har
skapat en oro för att när de blivit valda, kan de vara i en bättre
position för att utvinna personliga fördelar från att inneha ämbetet än
politiker som är dem lika i övrigt. I enlighet med sådan oro inför ofta
länder begränsningar för det politiska engagemanget för anställda i
offentlig sektor. Ändå finns det förvånansvärt lite bevis för huruvida
anställda i offentlig sektor skulle agera annorlunda än andra politiker
när de blir valda. Vårt arbete börjar fylla denna viktiga lucka i
litteraturen genom att ge kausala bevis för hur representationen av
kommunanställda i kommunfullmäktige påverkar de lokala offentliga
utgifterna och de verksamma krafterna.

Vi visar att invalet av ytterligare en kommunanställd till
fullmäktige i motsats till en kandidat från samma parti men som inte
är anställd i offentlig sektor, ökar de lokala offentliga utgifterna.
Effekten varierar med typen av kommunanställd och typen av utgifter:
att välja ytterligare en anställd som arbetar inom sjuk- och hälsovård
leder till en signifikant ökning i utgifterna för hälso- och sjukvård, men
inte i de övriga kommunala utgifterna. På samma sätt, när en person
som inte är anställd inom hälso- och sjukvård blir vald, sker en ökning
i utgifter som ej är relaterade till hälso-och sjukvård.

Kapitel 7, Politician Quality, Ideology, and Fiscal Policy
(Politikerkvalitet, ideologi och finanspolitk), avslutar avhandlingen.
Kandidaternas kvalitet är en avgörande faktor för väljarnas val, men
det är oklart huruvida kvaliteten på individuella politiker i ett
representativt statsskick påverkar kvaliteteten på statsskicket. Oro
rörande försämrad hållbarhet i de offentliga finanserna och hur man
ska upprätthålla tillgången på offentliga varor och tjänster har varit
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allmänt rådande i olika länder och på olika nivåer i statsskicket.
Kapitel 7 frågar om vi kan ge ett gensvar på denna oro genom att välja
bättre politiker. Jag använder omfattande administrativa registerdata
för lokalpolitiker i Finland för att rigoröst mäta politikerkvalitet och
utnyttja exogen variation som genereras av jämna valkapplöpningar
som ändrar kvalitetssammansättningen i lokala fullmäktige. Om man
fokuserar på brett använda markörer för politikerkvalitet, visar jag att
om man väljer politiker med högre inkomst, som är befintliga
makthavare, och som är kompetenta (definierat som de som har högre
inkomst relativt andra med liknande observerbara egenskaper)
förbättrar man utfallet för hållbara finanser men minskar inte storleken
på den offentliga sektorn. Symmetriskt så leder valet av fler
universitetsutbildade lokala fullmäktigeledamöter till en ökning i de
offentliga utgifterna utan negativa effekter för hållbara finanser.

Den andra delen av kapitel 7 syftar till att få ihop det varför olika
kvaliteter har olika effekter på det politiska utfallet. Politikers beteende
när de är vid makten styrs ofta av deras ideologi—vilket är en annan
viktig dimension av väljarnas val. Jag använder unika översiktdata
över kandidater i kommunalvals politiska position och dokumenterar
samband mellan politikerkvalitet och ekonomisk ideologi som hjälper
oss att förstå effekterna på politiska utfall. Jag visar att kandidater i
lokalval som har en universitetsexamen har en mer vänsterorienterad
ideologi än kandidater med mindre utbildning, medan kandidater
med en högre inkomst är mer som ”finanspolitiska hökar”. Befintliga
makthavare är ideologiskt mer extrema. I genomsnitt är de mer
högerorienterade än de som inte är befintliga makthavare, trots att
sambandet mellan ideologi och befintliga makthavare varierar avsevärt
mellan partierna. Kandidater som är befintliga makthavare från
vänsterpartier intar mer liberala politiska positioner och kandidater
som är befintliga makthavare från högerpartier gör det motsatta.
Sambandet mellan ideologi och kompetens är mycket likt det mellan
ideologi och inkomst.
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