
The effect of class representation on social spending in Finnish municipalities 

Alexander Hemingway 

Department of Political Science 

University of British Clumbia 

alex.hemingway@alumni.ubc.ca 

 

January 17, 2021 

Working Paper1 – Comments welcome 

 

Abstract 

Do the class backgrounds of legislators shape the policy outcomes they produce? It has long 

been recognized that far fewer working-class people hold public office than their proportionate 

share of the population in most countries. This paper examines the effect of this class-based 

underrepresentation of workers on concrete policy outcomes, analyzing the relationship between 

the share of working-class representatives on Finnish municipal councils and the levels of social 

spending in those municipalities. Using a natural-experimental design, I exploit as-if-random 

variation in close elections to show that higher working-class representation on these municipal 

councils leads to higher levels of social spending. This contributes two rarities to the class 

representation literature: using a non-correlational research design; and showing that the effect of 

class can be observed in aggregate policy outcomes, not just individual-level measures. 

  

 
1 A version of paper was published as part of my doctoral dissertation. For citations, please cite the full dissertation: 

https://dx.doi.org/10.14288/1.0395384  
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1 Introduction 

This paper examines the effect of the class makeup of Finnish municipal councils on the levels of 

social spending in those municipalities. The analysis builds on a growing literature that considers 

the descriptive characteristics of elected representatives, including their gender, racialized status, 

and more recently class, along with the substantive consequences of descriptive representation, 

both at the level of individual legislators and in terms of aggregate outcomes (Carnes, 2013; 

Carnes & Lupu, 2014; Grumbach, 2015; O’Grady, 2018; Rosset, 2016). In an era of high 

economic inequality, inequalities of political influence, and growing political and social 

instability, questions of class representation and its consequences are increasingly urgent. The 

importance of working-class representation is of particular interest, as this group tends to be 

underrepresented in descriptive terms while also displaying distinct policy preferences, 

particularly on economic issues. 

In Hemingway (2020), I examined the relationship between the class of European legislators and 

their attitudes and behaviour in office across a range of countries (using the PARTIREP and 

Comparative Candidate Survey datasets). I found that legislators from business backgrounds are 

more likely to support income inequality and small government, as well as less likely to consult 

with labour groups, than those from working-class and other backgrounds.  

In that paper and the present one, my interest is the consequences of class representation, 

particularly as they relate to class-relevant policy issues such as inequality and social 

expenditure. However, there are some important differences between these analyses. Hemingway 

(2020) took individual legislators as the unit of analysis, with their individual class background 



(prior occupation) being the explanatory variable and their attitudes and behaviour being the 

outcome variables.  

In contrast, in the present paper municipalities are the unit of analysis. The share of working-

class representatives on council (specifically, as discussed below, the share in the largest party) is 

the explanatory variable. Furthermore, in the previous analyses, we could follow outcomes only 

as far as individual attitudes and behaviours of legislators, but here we can go further by testing 

effects of class representation on aggregate policy outcomes. Indeed, this is one of the only 

studies I am aware of that examines the effect of the descriptive representation of class on policy 

outcomes (Carnes [2013] is another).2 The dependent variable is the level of social spending in 

the municipality, and my hypothesis is that councils with more working-class representation will 

have higher levels of social spending. 

Finnish municipalities are well suited to examining these issues for a few reasons. Finland 

systematically collects information about the occupations of its municipal councillors (and 

candidates), providing an appropriate measure of class representation. Municipal governments in 

Finland also have an unusual level of devolved power including setting levels of social spending, 

providing a meaningful outcome variable. With more than 300 municipalities and data available 

for multiple election cycles, there is enough variation for a quantitative analysis.  

Finally, and perhaps most importantly, while Hemingway (2020) relied on a fixed-effects 

regression model (as well as multilevel models, among other robustness checks), the 

identification strategy for the present analysis uses an instrumental variables approach adapted 

 
2 Hyytinen and colleagues (2018) examine whether higher shares of municipal employees on councils lead to higher 

municipal spending levels, but while this study makes use of councillors’ occupations, it is addressing the question 

of potential rent-seeking by public employees rather than the effect of their class.  



from Hyytinen and colleagues (2018) that exploits as-good-as-random variation in close 

elections. This approach, described below, should make the findings less vulnerable to potential 

confounds resulting from omitted variables. 

In short, the main results suggest that the share of workers in the largest party on Finnish 

municipal councils does indeed affect the levels of social spending in that municipality. One 

additional worker on an average sized largest party caucus corresponds to about a 1.4% increase 

in social spending. The results are robust to a range of validity tests, robustness checks and 

specifications. On the other hand, the outcome of a lagged social spending placebo test raises 

some concerns about the quality of the instrumental variable. 

This paper contributes one of the first studies outside of the US (Carnes, 2013) that directly 

examines the effect of legislators’ class on aggregate policy outcomes, as opposed to individual 

attitudes or behaviours in office. It also extends and reinforces the emerging literature linking the 

descriptive of class to substantive representation (Carnes, 2013; Carnes & Lupu, 2014; 

Grumbach, 2015; O’Grady, 2018; Rosset, 2016), which together have been a corrective to a 

previous wave of literature that tended to downplay the substantive importance of this link 

(Matthews, 1985; Norris & Lovenduski, 1995). In addition, these findings contribute to the 

broader literature on descriptive representation, helping to establish that class, alongside gender 

and racial background, is among the personal identities of legislators that appear to relate to the 

representation they provide (Crowder-Meyer, 2013; Lawless & Fox 2004; Lore 2016; 

Sanbonmatsu, 2006). Finally, the findings here speak to the broader literatures on economic and 

political inequality, raising the possibility that the descriptive representation of class should be 

considered among the possible explanations of increasingly salient economic and political 



inequality in many countries (Bartels, 2017; Bernauer et al., 2015; Donnelly & Lefkofridi, 2014; 

Giger et al., 2012; Gilens & Page, 2014; Hacker & Pierson, 2010). 

 

2 Linking the descriptive representation of class to substantive policy 

outcomes 

As economic inequality has increased in much of the Western world, concerns about this issue 

have risen to prominence since the global financial crisis of 2008. In turn, over the past decade a 

growing literature has emerged addressing inequalities of political influence.  

Research on the United States, but also increasingly in other countries, brings to bear evidence 

that the affluent may exert disproportionate influence on policy outcomes – particularly on 

economic and redistributive issues – at least where their preferences diverge from other segments 

of the population (Bartels, 2017; Bernauer et al., 2015; Donnelly & Lefkofridi, 2014; Giger et 

al., 2012). 

Illustrating inequalities of political influence has proven easier than determining its causes. No 

doubt there are many possible mechanisms that could account for the influence of the affluent 

competitions and policy outcomes. These include socioeconomic differences in everyday 

political participation (Brady et al. 1995), as well as resource intensive means of influence like 

lobbying and campaign donations. Pinning down a clear causal effect of avenues of influence 

like campaign donations, however, has proven challenging (Ansolabehere et al., 2002; Stratman, 

2005). 



Until recently, one important mechanism of influence has received relatively scarce research 

attention: the economic class backgrounds of politicians themselves. This is the question of “who 

governs” (Dahl, 1961), along with what substantive effects the makeup of the governing classes 

may have. An earlier wave of research on this issue tended to downplay the substantive effects of 

legislators’ class, concluding little or no relationship between their class and their attitudes and 

behaviours (Essaisasson and Holmberg, 1996; Matthews, 1984; Norris & Lovenduski, 1995; 

Wessels 1997). However, this literature had some conceptual and methodological shortcomings, 

both in terms of the measurement class and failing to use the most class relevant-outcome 

variables (for further discussion of this literature, see Hemingway, 2020). 

This line of inquiry has recently been reinvigorated starting in the United States and Latin 

America, with findings that the class backgrounds of legislators do matter (Carnes, 2013; Carnes 

& Lupu 2014). Carnes (2013) showed that working class legislators have distinct attitudes and 

legislative voting records on economic issues, and that their underrepresentation is related to 

substantive policy outcomes like lower levels of state and municipal social welfare spending.  

This work has sparked new research on the topic showing that legislators’ occupations affect 

their attitudes and behaviour in the British Labour Party (O’Grady, 2018), and Swiss legislative 

candidates with lower incomes have more favourable attitudes to redistribution than their higher 

income counterparts (Rosset, 2016). In Hemingway (2020), I showed that the relationship 

between legislators’ class and their attitudes and behaviours extends to a much wider range of 

developed countries in Europe and Israel, using a survey of 73 national and subnational 

parliaments. 



There are good theoretical reasons to expect the class backgrounds of legislators to matter in 

these ways. An individual’s occupational class marks a distinct set of lived experiences, which 

help constitute their material conditions and interests, identities, as well as social circles. 

Differences in material conditions are found in both objective measures like income inequality 

and employment histories, but also are perceived subjectively by people from different classes 

(Evans & Tilley 2017). While some have suggested a decline in the importance or salience of 

class cleavages (Eidlin, 2014; Inglehart, 1997; Savage et al., 2001), people across a wide range 

of countries continue to identify themselves and others in class terms (Andersen & Curtis, 2012; 

Curtis, 2016; Evans & Tilley, 2017; Hout 2008). In the workplace, experiences and views can be 

reinforced by ‘repeated interaction with people that share similar backgrounds and material 

interests’ in the workplace (O’Grady, 2018, p. 7).  

Indeed, there is considerable evidence that among the population at large, different class 

backgrounds are characterized by distinct policy attitudes, particularly on economic issues 

(Campbell et al., 1960; Gilens, 2012; Evans & Tilley, 2017; Hout, 2008; Iversen & Soskice, 

2001; Manza et al.,1995; Page et al., 2013; Rosset, 2013). The question then arises whether this 

pattern of class-based differences carries over to legislators under the constraints they face. 

While legislators undoubtably come under homogenizing pressures from party leaders, co-

partisans, and voters, they have some room to manoeuvre and evidence suggests they do act on 

their own personal views in office (Bawn et al., 2012; Burden, 2007; Jacobs & Shapiro, 2000; 

Levitt, 1996). Of course, this is also the finding of the recent literature on class representation 

(Carnes, 2013; Carnes & Lupu 2014; Hemingway, 2020; O’Grady 2018). 

What effect do these individual-level class effects end up having on actual policy outcomes? For 

example, would more working-class representation lead to higher levels of social spending? 



Apart from Carnes’ (2013) analysis of state and municipal social spending in the US, the recent 

revival in the literature has focused on effects of class at the level of the individual legislator. In 

this paper, I am examining the relationship between the class composition of an elected body and 

aggregate policy outcomes in the jurisdiction represented. I examine the effect of real-world 

variation in working-class representation in Finnish municipalities with levels of social spending. 

This raises the question of the mechanisms by which we would expect the class-driven attitudes 

and behaviours of legislators to translate into effects on policy outcomes. In the case of Finnish 

municipalities, we are talking about elected bodies of up to 85 councillors. As described in more 

detail below, the empirical strategy deployed in this paper specifically looks for the effect of the 

class background of the marginally-elected councillor within the largest party on council (i.e., the 

lowest vote-getter on the party’s open list). This marginal councillor could affect outcomes by 

influencing the substance of the policy debate within their party (Laver and Shepsle, 1990; as 

noted by Hyytinen and colleagues, 2018, in their analysis of rent-seeking behaviour in Finnish 

municipal councils), and, in turn, the largest party on council is the most likely party to shape 

policy outcomes. Regardless of their persuasive powers within their party caucus, this 

marginally-elected councillor may also at times represent the pivotal vote on council.  

The focus on the marginally-elected councillor on a party list is intrinsic to the instrumental 

variables identification strategy, which is described in detail below. One consequence of this 

approach is that it represents a conservative test of the influence of a typical councillor’s class on 

policy outcomes, since we may expect the lowest vote-getter to be relatively less influential 

compared to other councillors (Hyytinen et al., 2019). In the analysis that follows, within-party 

influence is perhaps the more plausible mechanism for the class background of a marginally-

elected councillor to affect policy outcomes. Particularly given Finland’s quite large municipal 



councils, the marginally-elected councillor on a party list would only infrequently also happen to 

be the pivotal vote on council.  

If within-party influence is the mechanism at work, we would also expect the effect on policy 

outcomes to be strongest where the party represented is powerful and in an agenda-setting 

position (Hyytinen et al. 2018). Hence, the analysis focuses on the marginally-elected councillor 

within the largest party. In the data set analysed, the average seat share of the largest party is 

49% (for the next largest party, it’s only 24%), suggesting that this largest party is typically in a 

powerful position on council. At the same time, this primary approach is supplemented by 

additional analyses that examine the marginally-elected councillor within the next largest party, 

as well as across the whole council. These secondary analyses find that while the class effect on 

social spending is significant within the largest party, the effect disappears if we look within the 

next largest party instead. This is consistent with intra-party influence (within the most powerful 

party) being the key mechanism by which the marginally-elected councillor affects social 

spending. 

In addition, as Hyytinen and colleagues (2018) note, on smaller rather than larger municipal 

councils, the marginally-elected councillor will tend to constitute a larger proportion of both the 

overall council and their party caucus. Therefore, the marginally-elected councillor is more likely 

to be a pivotal vote on smaller councils rather than larger ones, and we would expect to observe 

the strongest effect on smaller councils, just as those authors found in their investigation of 

occupation and rent-seeking behaviour on Finnish councils. 

3 Empirical strategy 



3.1 Data and variables 

The data used in this analysis correspond to four Finnish municipal election cycles from 2000 to 

2012. The Finnish councils vary considerably in size, ranging from 8 to 85 representatives (with 

a median of 27). The unit of analysis is the municipality, and there are over 400 municipalities in 

the first election cycle (shrinking to less than 300 by the final election cycle as a result of 

mergers of municipalities).  

The explanatory variable relates to the level of working-class representation on each municipal 

council. Specifically, it is the share of workers in the elected caucus of the largest party on the 

council (likely to be the most important and influential). The class background of the councillors 

is coded based on a data set of unstructured, open-ended descriptions of their occupations (that 

appear to be self-reports), which was obtained from the Finnish Ministry of Justice’s elections 

information service. Using the Google and Bing translation services, I machine translated the 

descriptions from Finnish to English and coded them as working class or not. This entailed 

coding nearly 20,000 unique occupation descriptions for over 135,000 Finnish municipal 

candidates.3 The working-class category includes manual, service industry, clerical and union 

staff jobs.4 

The outcome variable, social spending, is derived from municipal expenditure data from the 

Statistics Finland agency, and it includes categories such as child care, education and social 

 
3 The coding work was completed with the excellent research assistance of Shannon Hogan. I also sought the advice 

of my Finnish friend, Tomi Ihalainen, to help resolve cases of ambiguous translations.  
4 The unstructured nature of the occupation descriptions, along with the machine translation, meant coding was 

challenging. The Finnish government has more precise administrative data on the occupational backgrounds of 

Finnish politicians, but accessing this data is costly, requires special permission, and can only be accessed when 

physically in Finland. In the future, it may be possible to re-run this analysis using this less “noisy” data source for 

the explanatory variable. This would be desirable since the noise is likely reducing the precision of the estimates 

presented, rendering the tests of statistical significance used here more conservative than they would otherwise be. 



services.5 Statistics Finland distinguishes between health spending and social spending, and I 

have followed that practice here (health spending is not part of the main dependent variable used 

here). A range of control variables are used in certain models, where indicated. These controls 

correspond to factors other than the main explanatory variable that may be expected to affect 

levels of the outcome variable (social spending in municipalities). The controls are also factors 

that might plausibly have some impact on the explanatory variable (the share of workers on 

council), and none of them would be considered post-treatment variables. Controls include 

population and its square, the share of the population under 15 and over 64 years of age, the seat 

shares of the different political parties, and the total vote share of working-class candidates in 

each council election. The instrumental variables identification strategy described below is 

designed to eliminate omitted variable bias, but including models with these control variables 

adds another layer of protection against confounds, as well as helps to reduce the standard errors 

of the model estimates.   

3.2 Identification strategy and model 

The empirical strategy closely follows Hyytinen and colleagues (2018) in using an instrumental 

variables approach that exploits close election results in the open list proportional representation 

system used in Finnish municipal elections.6  

In the Finnish open list system, electors must cast their votes for a single candidate, and each 

vote counts as both a vote for the party list and a vote for that candidate within the party list. Seat 

 
5 These are net expenditures (operating expense minus operating income), which is the measure Statistics Finland 

recommends using for best comparability across jurisdictions. The full set of expenditure categories available are 

shown in Appendix Table B.1 and the social spending items included in the outcome variable are indicated. 
6 I was originally conducting a more straightforward fixed effects OLS analysis of this data set when the paper by 

Hyytinen and colleagues (2018) was brought to my attention. This prior paper analyzes a very similar Finnish data 

set, but answers a different question relating to rent-seeking by public employees. Given the advantages of their 

instrumental variables identification strategy compared to OLS, I reworked this paper to adopt their approach. 



totals for each party on council are determined by the total vote share of the party in the election. 

The winning candidates within the party lists are chosen based on the candidates’ individual vote 

totals. 

Sometimes two (or more) candidates within a party list are tied for votes and competing for the 

final council seat allocated to that party. In such cases, the seat is allocated by lottery. If the 

candidates involved in the lottery are from different class backgrounds (e.g., working class or 

not), then we have a source of random variation in the class makeup of the party caucus (and the 

overall council).  

To isolate this variation, we can construct variables that correspond to: (1) the “expected” 

number of workers elected from a party list, assuming any ties are allocated randomly; and (2) 

the actual number of workers elected from that party based on the actual outcomes of any 

lotteries.  

The difference between the actual and expected number of workers on a party list instruments for 

the share of workers in the party’s elected caucus. For each municipality in my analysis, I use the 

worker share and its instrument (for the largest party represented on council). 

Of course, the number of exact vote ties and lotteries is relatively modest. But if we assume there 

is some random variation in the vote totals that candidates receive, we can treat a broader set of 

close elections as effective lotteries. In other words, for an election where the vote totals of the 

winner and runner-up are sufficiently close, we may interpret the actual outcome as essentially 

determined by chance. At an extreme, it is easy to imagine interpreting the outcome as virtually 

random if there is a one vote margin in an election with thousands of votes. At a less stringent 

level, we could adopt the assumption that any race for the final seat within a party list that is 



decided by up to 0.4% of the party’s total votes is a “close race” and is allocated as-good-as-

randomly. By examining close races only within party lists, rather than between parties, any 

effects of party affiliation do not confound the results. 

Just as described above, we can then calculate an “expected” number of workers in the largest 

party’s elected caucus (based on the assumption that any “close races” are allocated randomly). 

By subtracting this expected value from the actual number of workers elected in the party’s 

caucus, we get the instrumental variable for this party’s worker share at the vote bandwidth of 

0.4%.  

A wider vote bandwidth classifies more races as close and increases the variance in the 

instrumental variable, allowing for more statistical power in the main regression analyses. But as 

the bandwidth increases, the assumption that the outcomes of these close races are as-good-as-

random becomes more tenuous. Following Hyytinen and colleagues (2018) in their analysis of a 

similar set of Finnish municipal elections, I use the 0.4% bandwidth in my main analysis. They 

acknowledge this choice of main bandwidth is somewhat ad hoc, and they examine ten smaller 

bandwidths as robustness checks. In this paper, I examine an even larger set of robustness 

bandwidths, testing 20 bandwidths (ten smaller and ten larger than the main bandwidth), as 

described below in the robustness section. 

I will now explain the empirical strategy in more formal terms. Since this empirical approach 

closely parallels Hyytinen et al. (2018), I will borrow their notation. The main model can be 

described as follows: 

Ymt = β1 Mmt + βcontrols X`mt + umt   (1) 



Ymt is the outcome variable (per capita social spending) where m indexes the municipalities and t 

indexes the four electoral cycles. Mmt is the share of workers in largest party caucus on each 

municipal council, X`mt corresponds to the control variables, and umt is the error term. β1 is the 

main statistic of interest, corresponding to the effect of worker share on the outcome variable. 

To derive the instrument for Mmt, we begin by determining what Hyytinen and colleagues (2018) 

call the number of “pivotal votes” for each party list (in each municipality in a given election 

cycle). This is the average of the smallest number of votes received by an elected candidate and 

the largest number of votes received by a non-elected candidate. For each candidate i in party p 

we can then calculate the “vote distance” as their actual number of votes received minus the 

pivotal vote number for their list. 

A candidate is involved in a “close race” if their vote distance is smaller than the chosen 

bandwidth, ε. For the main analysis, I use ε = 0.4, which means the vote distance for a candidate 

must be no more than 0.4% of the total party list vote if they are to be considered part of a close 

race.  

Then we can derive the party-level instrument, Tpmt, by taking the difference of two terms: the 

actual number of workers winning close races in the party list and the expected number: 

𝑇𝑝𝑚𝑡 = [∑ 𝐶𝑖𝑝𝑚𝑡𝐷𝑖𝑝𝑚𝑡𝑊𝑖𝑝𝑚𝑡

𝑁𝑝

𝑖

] −  [
∑ 𝐶𝑖𝑝𝑚𝑡𝑊𝑖𝑝𝑚𝑡

𝑁𝑝

𝑖

∑ 𝐶𝑖𝑝𝑚𝑡
𝑁𝑝

𝑖

∑ 𝐶𝑖𝑝𝑚𝑡𝐷𝑖𝑝𝑚𝑡

𝑁𝑝

𝑖

] 

Here 𝐶𝑖𝑝𝑚𝑡 is equal to one if the candidate is involved in close race, 𝑊𝑖𝑝𝑚𝑡 is equal to one if the 

candidate is working-class, and 𝐷𝑖𝑝𝑚𝑡 is equal to one if the candidate is successfully elected (and 

each variable is equal to zero otherwise). 



Finally, we get our instrument Tmt for each municipality by taking the Tpmt for the largest party on 

council, multiplying it by 100, and dividing it by the number of total number of seats held by that 

party.7 Tmt will be positive if there are more workers elected in the largest party than expected by 

chance, and negative if there are fewer (and zero if there is no difference between these terms). 

The instrument appears to be well constructed. The values of Tmt are distributed symmetrically 

around zero across a wide range of different bandwidths.8 As expected, as the instrument Tmt 

rises, so does Mmt (from Equation 1), which is the share of workers present in the largest party’s 

caucus in the municipality. 

One important insight from the close election studies literature should be considered. Marshall 

(2019) recently showed how close election regression discontinuity designs (RDDs) that try to 

estimate the effect of a candidate characteristic differ from standard RDDs. Specifically, these 

RDDs actually measure a compound treatment effect, because the treatment in these setups is 

“defined by possessing (or not) predetermined characteristic X, conditional on narrowly winning 

an election” (p. 4). In the present study, that characteristic is whether the candidate is from a 

working-class occupation. Marshall demonstrates that if the candidate characteristic of interest in 

a close election RDD also influences the vote share they receive, this can lead to bias in the 

treatment effect estimates (and the magnitude of the bias would in part reflect the size of the 

effect on vote share).  

The empirical strategy in the present study is not strictly an RDD, but rather an instrumental 

variables design with close similarities to an RDD. Nevertheless, Marshall’s (2019) logic about a 

 
7 If two or more parties are tied for largest, then to derive Tmt, the Tpmt value for each of these parties is summed, and 

the divisor used is the sum of the total number of seats held by each of these parties. 
8 See Figure B.1 in the Appendix these distributions graphed for each bandwidth.  



compound treatment effect remains relevant (since no one can be “randomly assigned” to being a 

worker – only to winning or losing a seat while being a worker or not). However, Marshall’s 

observation about compound treatments in RDDs would only apply to the extent that the 

candidate characteristic affected their vote share. The literature is mixed on this issue, with some 

survey experiments finding no effect of a candidate’s working class occupation status on 

respondents’ vote preferences (Carnes & Lupu, 2016; Sadin, 2016), others finding voters favour 

working-class candidates (Kevins, 2019) and disfavour high-income ones (Campbell & Cowley, 

2013; Wüest & Pontusson, 2018), and yet another finding voter bias against low-skilled (but not 

skilled) working class candidates (Wüest & Pontusson, 2019). Taken as a whole, this literature 

does not suggest a large effect of working-class status on voter attitudes in either direction, 

which mitigates concerns about the compound treatment. Still, given the heterogeneity of the 

literature findings, we cannot rule out the possibility that the compound treatment issue may 

constitute a limitation to the identification strategy in the present paper.9 

 

4 Validity tests 

One standard way of assessing the validity of the instrumental variable is to examine how similar 

or different (in other dimensions) municipalities are that have more or fewer working-class 

councillors than expected by chance (Hyytinen, 2018). Specifically, we can check whether a 

number of pre-treatment covariates (in the period before the election) are balanced across 

positive and negative values of the instrument.  

 
9 Given that it is unclear from the literature in what direction a candidate’s working class status may affect vote 

share, if at all, it is impractical in this analysis to speculate on and adjust for the role of any “compensating 

differential” characteristics of workers, as per the strategy discussed by Marshall (2019).  



To this end, I have compared municipalities with positive and negative instrument values in 

terms of lagged (previous electoral term) covariates including social spending, municipal 

demographic characteristics, and council characteristics.10 Since the instrument is constructed to 

reflect “as-good-as-random” variation in worker representation at time t, we should expect no 

systematic differences in these pre-treatment covariates at time t-1. In other words, 

municipalities with more worker-councillors than expected by chance (positive instruments) 

should have similar covariate values in the previous time period to municipalities with fewer 

than expected workers (negative instruments). 

The covariate balance tests are shown in Table 2.1 with the same bandwidth used in the main 

regressions below (ε = 0.4). There are no statistically significant differences in the pre-treatment 

covaraties between municipalities with positive and negative instruments (social spending is 

lower in municipalities with negative instruments, but not at a statistically significant level).  

There are also no statistically significant differences between municipalities with positive and 

negative instruments in a smaller set of covariates for the current electoral term at time t (i.e., the 

same term in which the working-class seat share and instrument are derived). The subset of 

covariates examined in these balance tests are those not directly tied to the outcome variable or 

the instrument itself (i.e., the spending and worker share variables are not included, because they 

are expected to vary with the instrument at time t, by hypothesis and by construction).  

  

 
10 Lags have been adjusted to account for the many municipal mergers that took place during the study period. For 

example, suppose municipalities X and Y at time t-1 are merged into municipality Z at time t. Then the lagged per 

capita social spending for Z (relative to time t) is calculated as the summed social spending of X and Y divided by 

their summed populations (at time t-1). 



Table 2.1. Covariate balance tests 

Pre-treatment balance tests (values for previous electoral term, t-1), ε = 0.4 

 Tmt > 0 Tmt < 0  

 N Mean SD N Mean SD Difference 

Social expenditures 354 1636.774 342.0895 397 1613.158 334.5014 -23.61608 

All other expenditures 354 1704.881 365.3623 397 1695.976 351.55 -8.904329 

Worker % 248 18.94292 13.04332 265 17.95825 11.88236 -.9846676 

Population 354 12728.02 24371.04 397 13319.8 22345.6 591.7853 

Young population % 354 12.05355 8.524532 397 11.34953 8.574731 -.7040258 

Old population % 354 14.44879 10.3992 397 13.82862 10.57192 -.6201767 

Council size 354 23.36723 22.30374 397 23.62217 25.95146 .2549346 

Incumbent on council % 248 56.67563 9.280294 265 57.93328 9.132675 1.257647 

Women on council % 248 34.21779 7.983295 265 35.22438 8.650582 1.006593 

 

Balance tests for current electoral term (time t), ε = 0.4 

 Tmt > 0 Tmt < 0  

 N Mean SD N Mean SD Difference 

Incumbent on council % 359 57.15173 9.530738 411 57.21855 9.184954 .0668181 

Women on council % 359 35.05918 7.740306 411 35.33091 9.064976 .2717253 

Council size 359 30.79109 11.13871 411 31.63017 11.93966 .839084 

Population 359 13033.81 25027.21 411 13606.78 22924.88 572.9652 

Old population % 359 20.91188 5.363395 411 20.93753 5.430658 .0256424 

Young population % 359 17.22774 3.823998 411 17.01785 3.691462 -.2098884 

Differences are tested using a t-test, clustered at the municipal level. + p < 0.1, * p < 0.05, ** p < 0.01 

 

5 Results 

We can proceed to estimate the effect of the share of working-class representatives in the largest 

party on levels of municipal social spending, which is averaged across the four-year term in 

office and presented in logged, per capita terms. My main hypothesis is that councils with more 

working-class representation will have higher levels of social spending. 

As a baseline, we begin with OLS specifications (Panel A of Table 2.2). Coefficients for the 

effect of worker share are neither statistically nor substantively significant, except in the simplest 

no-controls model (which shows a small but statistically significant negative relationship). In 

each successive model (1-4), controls are added, including party shares on council, municipality 

population and age demographics, and controls for the total vote share of workers in the 



municipality.11 Of course, OLS specifications remain vulnerable to potential confounds from 

omitted variables. 

Table 2.2. Results for social expenditures: OLS and IV analysis with ε = 0 

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

Workers -0.000709* -0.000407 -0.000326 -0.0000375 

 (0.000345) (0.000330) (0.000326) (0.000354) 

R2 0.610 0.666 0.673 0.674 

Panel B: IV ε = 0 (5) (6) (7) (8) 

Workers 0.00255 0.00308 0.00239 0.00211 

 (0.00509) (0.00473) (0.00433) (0.00356) 

First stage F-stat 3.957 4.138 4.609 10.75 

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

Workers 0.00194 0.00247 0.00197 0.00189 

 (0.00340) (0.00322) (0.00320) (0.00310) 

R2 0.608 0.666 0.673 0.674 

Observations 1393 1393 1393 1393 

Year dummies 

Party controls 

Municipality controls 

Vote share controls 

Yes 

No 

No 

No 

Yes 

Yes 

No 

No 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

Standard errors in parentheses.    
+ p < 0.1, * p < 0.05, ** p < 0.01 

 

The OLS models can be compared to the most stringent version of an instrumental variables 

analysis. Table 2.2 (Panel B) shows IV models using the smallest bandwidth of ε = 0. This 

bandwidth corresponds only to cases of exact ties in votes for the last council position on the 

party list (decided by lottery). Thus, the variation in worker share at this bandwidth should be 

truly randomly assigned.  

 
11 Party control variables are the shares of council seats for eight major political parties. Municipality controls are 

total population and its square, population share above 64 years, and population share below 14 years. Vote share 

controls are the total share of votes for workers and its square. 



Because there are relatively few of these ties, however, the statistical power of the analysis at this 

bandwidth is weak. Indeed, we see no statistically significant effects of worker share at this 

bandwidth, and the first-stage F-statistics are very small. Notably, however, the coefficient 

values correspond closely to coefficients that are statistically significant at wider bandwidths (as 

we will see below).  

Even at this smallest bandwidth, the coefficients for the effect of worker share are relatively 

stable across the models as additional controls are added (and adding the controls reduces the 

standard errors). This is consistent with what is expected when using instruments based on “as-

good-as-random” variation. Reduced form models show a similar pattern, with somewhat 

smaller coefficients (Panel C). 

In turn, Table 2.3 shows the results of models using the main bandwidth ε = 0.4, including the 

instrumental variables models (Panel A) and reduced form models (Panel B). The wider 

bandwidth allows more variation in the instrumental variable, which as expected results in 

smaller error variance.  

The resulting IV models yields similar coefficients to the models in Table 2.2 using the smallest 

bandwidth, but here they are statistically significant at the p < 0.1 level (in the three models with 

controls). As controls are added, the coefficients are stable and standard errors are reduced. Note 

that the first-stage F-statistics are much larger in these models, meaning there is little concern 

about a weak instrument. The reduced form models yield similarly significant results with only 

slightly smaller coefficients. 

Table 2.3. Results for social expenditures: IV analysis with ε = 0.4 

Panel A: IV ε = 0.4 (1) (2) (3) (4) 



Workers 0.00180 0.00218+ 0.00199+ 0.00200+ 

 (0.00119) (0.00112) (0.00109) (0.00107) 

First stage F-stat 65.50 63.22 68.77 104.4 

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

Workers 0.00161 0.00186* 0.00174+ 0.00174+ 

 (0.00102) (0.000920) (0.000921) (0.000918) 

R2 0.609 0.666 0.674 0.675 

Observations 1393 1393 1393 1393 

Year dummies 

Party controls 

Municipality controls 

Vote share controls 

Yes 

No 

No 

No 

Yes 

Yes 

No 

No 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

Standard errors in parentheses 
+ p < 0.1, * p < 0.05, ** p < 0.01 

 

In substantive terms, the IV coefficients mean that a 1% increase in worker share in the largest 

party on council corresponds to about a 0.2% increase in municipal social spending. That means 

adding one worker to the caucus of a largest party with 14 members (which is the average sized 

largest party caucus) corresponds to about a 1.4% increase in social spending.12  

As a point of comparison, this effect size is similar to the effect on total municipal spending of 

the share of municipal employees on the whole council in the study cited earlier (Hyytinen et al., 

2018). In that study, the authors were looking for evidence of rent-seeking by employees of the 

municipality who became councillors, and they found that one additional municipal employee 

corresponded to approximately a 1% increase in total municipal spending.  

 

Notably, we are examining the last councillor elected (with the lowest number of votes on the 

largest party’s list). These are councillors who could be considered marginal compared to their 

 
12 One additional worker in a caucus of 14 represents 7.1% added to the worker share of the caucus.  



higher vote-garnering colleagues, possibly holding less sway and standing on council and in 

party caucus. Using only this local component of the variation in worker share could be 

considered a relatively conservative test, which may be yielding estimates smaller than the 

average effect of a worker on council. In addition, the first non-elected councillor often serves as 

an “alternate” when an elected councillor is away, meaning they may have some non-zero 

influence at council. This may dilute the effect of the variation measured, again making for a 

conservative test (Hyytinen et al., 2018). 

 

6 Robustness 

One important robustness check is to determine how sensitive the results are to the choice of 

bandwidth for what constitutes a close election. Thus, I tested 21 different bandwidths ranging 

from 0 to 0.8 and increasing in increments of 0.04 (using the full controls models).  

The coefficients for worker share remain quite consistent across the bandwidths (at 

approximately the same magnitude as at the main bandwidth of ε = 0.4), and they are statistically 

significant at the p < 0.1 level for 16 out of the 21 bandwidths (the four narrowest and one other 

are not significant). This is the case for both the IV and reduced form models. Figure 2.1 shows 

the reduced form coefficients across the range of bandwidths. 

 

Figure 2.1. Effect of worker representation on social spending 



 
Note: Coefficients for worker share are shown with 90% confidence intervals. Main modelled bandwidth is ε = 0.4. 

 

In another robustness test, we find that results are similar when the analysis is run with each 

calendar year as the unit of analysis (Hyytinen et al., 2018), instead of each election cycle (as in 

the main analysis, where social spending has been averaged across the four-year terms). The 

coefficients for the effect of working class councillors in this alternative model are very similar 

to those in the main model in both magnitude and significance (see Appendix Table B.2; note 

this and the following robustness checks are conducted at the main bandwidth ε = 0.4, unless 

otherwise indicated). 

We can also consider some placebo tests, in which we would not expect to see an effect of class. 

For example, instead of examining social spending as the dependent variable, we can consider 

non-social spending as a placebo dependent variable. As expected, there is no statistically 



significant effect of class on non-social spending at the main bandwidth (coefficients are near 

zero in the full controls models; see Appendix Table B.2). 

Another approach is to use arbitrarily-determined vote thresholds for being elected within the 

party lists (instead of using the actual number of votes needed), when generating the instrumental 

variables (Hyytinen et al., 2018). I created such “placebo thresholds” by arbitrarily multiplying 

the pivotal vote number (described in the identification strategy section) by 1.25. Since the 

resulting instruments should bear no relationship to the actual vote thresholds (and thus no 

relationship to the composition of council), we would expect to see no effect of class in the 

models using them. These models show no significant effect on social spending, with 

coefficients near zero (see Appendix Table B.2).13 

As another placebo dependent variable, we can look for an effect on the lagged social spending 

(spending in the election cycle prior to the council’s election). Naturally, we should expect no 

effect of the as-good-as-random variation in worker representation at time t on social spending at 

time t-1 (Hyytinen et al., 2018). While the resulting models show no statistically significant 

effect, the coefficients for lagged social spending are positive and only slightly smaller than the 

main models looking at same-term spending (see Table 2.4). This similarity in coefficients is 

concerning and raises the possibility that the instrument is somehow capturing some 

characteristics of municipalities other than the purely random variation in class representation 

that should be isolated from the construction of the instrument.  Indeed, looking across a range of 

bandwidths, the coefficients for lagged social spending remain broadly similar to the main 

results, even at the smallest bandwidth (ε = 0, corresponding to exact ties, where the presumption 

 
13 Results shown in Table B.2 and Table B.3 are for the full-controls models only. Results for the additional set of 

models with fewer controls are available on request. 



of random variation is particularly strong). Coefficients are significant for 9 of the 21 

bandwidths, compared with 16 of 21 for contemporary social spending. This is puzzling given 

that the construction of the instrument should isolate the random component of variation in the 

share of workers. 

Table 2.4. Effect on contemporary vs. lagged social spending: IV analysis with ε = 0.4 

Panel A: Social spending (as above) (1) (2) (3) (4) 

Workers 0.00180 0.00218+ 0.00199+ 0.00200+ 

 (0.00119) (0.00112) (0.00109) (0.00107) 

First stage F-stat 65.50 63.22 68.77 104.4 

Panel B: Lagged social spending (5) (6) (7) (8) 

Workers 0.00138 0.00182 0.00169 0.00170 

 (0.00123) (0.00117) (0.00114) (0.00112) 

R2 65.44 62.73 68.87 104.3 

Observations 1364 1364 1364 1364 

Year dummies 

Party controls 

Municipality controls 

Vote share controls 

Yes 

No 

No 

No 

Yes 

Yes 

No 

No 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

Standard errors in parentheses 
+ p < 0.1, * p < 0.05, ** p < 0.01 

 

The results of this lagged dependent variable placebo test suggest the main results must be 

interpreted with caution (though the fact that other placebo tests behave as expected is of at least 

some comfort). I have not been able to determine what is driving this similar (albeit less often 

statistically insignificant) result for the lagged models. It is possible that it relates in some way to 

the many municipal mergers that took place over the period studied (the fact of these mergers 

becomes particularly relevant when working with lagged variables, which cross time periods). 

However, I have taken steps to ensure that, in the case of mergers, lagged social spending for a 

municipality at time t corresponds correctly to the combined per capita spending of its 

component municipalities that existed separately at time t-1.   



7 Channels of influence 

As per the main results, worker share within the largest party appears to have a significant effect 

on social spending. This raises the question of the channel or mechanism through which the 

marginally-elected worker is affecting this policy outcome, which might be through influence 

within their party caucus, persuading other council members, or acting as the pivotal vote on 

council. To shed some light on this question, I examine the effect of worker share within the 

second largest party, following Hyytinen and colleagues (2018). Interestingly, worker share 

within the next largest party has no significant effect, with the coefficient dropping to near zero 

(see Appendix Table B.3). This is one important reason to suspect that the channel of influence 

of the marginally-elected worker is within their party, rather than simply as a member of the 

overall municipal council. In other words, the effect would seem to only appear within the 

largest – and plausibly the most powerful and agenda-setting – party on the council. In a further 

analysis, if we construct the instrument to reflect worker share on the council as a whole, rather 

than only in the largest party, then the coefficients are similar to the main results, but they are 

slightly smaller and lose statistical significance (see Appendix Table B.3).14 This is consistent 

with the idea that the effect within the largest party is coming through, but it is diluted by 

including the other less influential parties in the analysis. 

As described above, we might also expect that the effects of a marginally elected councillor 

would be larger in smaller councils (Hyytinen et al., 2018), where they would likely carry more 

weight relative to a smaller party caucus, exerting more influence in intra-party debates or 

 
14 For clarity of comparison with the main results, if it were statistically significant, the coefficient from Appendix 

Table B.3 would imply that a 1% increase in the worker share on council is linked to a 0.19% increase in social 

spending. Concretely, this would mean that adding one additional worker on an average sized council with 30 

members would be associated with a 0.64% increase in social spending. By comparison, the main results implied a 

1.4% increase in social spending from adding one additional worker to the average sized largest party caucus.  



negotiations (and indeed relative to a smaller council as a whole). To examine this possibility, 

we can divide the sample between municipalities above and below the median council size. As 

expected, the effect of additional workers is stronger for smaller councils, and in fact the 

coefficient drops towards zero for the municipalities with above-median council sizes (see Table 

2.5). The coefficient for smaller councils means that a 1% increase in worker share in the largest 

party on council corresponds to a 0.28% increase in municipal social spending. Since the average 

largest party caucus among these smaller councils is 12, this means adding one worker 

corresponds to about a 2.3% increase in social spending in this subsample.  

Notably, the largest party tends to have a larger seat share in smaller councils (an average 53% 

seat share at and below the median council size, compared to 40% above it). In other words, the 

largest parties in this small-council subsample have more power on council than they do in the 

larger municipalities. The fact that the class effect appears to be stronger in these small councils 

is consistent with the theorized mechanism of within-party influence of councillors (particularly 

within in powerful parties that are able to shape policy outcomes). However, this interpretation 

should be made with caution, as a smaller council also corresponds to a smaller municipality in 

population terms. Therefore, it’s possible that characteristics of larger versus smaller 

municipalities conditions the effect, rather than council size.  

  



Table 2.5. Results for social expenditures by council size 

  Council <= 27 Council > 27 

Panel A: IV ε = 0.4  (1) (2) 

Workers  0.00280* 0.000296 

  (0.00135) (0.00155) 

First stage F-stat  78.20 32.92 

Panel B: Reduced form of IV ε = 0.4  (3) (4) 

Workers  0.00251* 0.000241 

  (0.00123) (0.00127) 

R2  0.683 0.710 

Observations  890 503 

Standard errors in parentheses. Models include year, party, municipality and vote share controls. 
+ p < 0.1, * p < 0.05, ** p < 0.01 

 

8 Conclusion 

In sum, the main results suggest that the share of workers in the largest parties on Finnish 

municipal councils does indeed affect the levels of social spending in that municipality. In an 

average sized largest party caucus, one additional worker corresponds to about a 1.4% increase 

in social spending. When the sample is split by council size, we can see a more pronounced 

effect in smaller councils, and no significant effect in larger ones, where the influence of a single 

councillor may be more diluted. No effect is observed for the share of workers in the second-

largest party on councils, which is suggestive evidence that the channel of influence may be the 

marginally-elected worker acting within their party, but only yielding changes in policy 

outcomes when that happens to be the largest and most powerful party on the council. 

The instrumental variable is constructed to isolate a component of the variation in worker share 

that is expected to be as-good-as-randomly allocated. This identification strategy lessens 

concerns about potential confounds compared to the simpler OLS regression models, and the 

results are robust to a range of validity tests, robustness checks and specifications. There is also 



potential for future analysis using higher-quality administrative data for the occupation variable, 

which is currently coded based on a relatively “noisy” open-ended text description that is likely 

reducing the precision of the estimates presented (rendering the significance tests conservative). 

However, the outcome of the lagged social spending placebo test does raise some unresolved 

concerns about the quality of the instrumental variable.  

Nevertheless, the findings here provide additional evidence suggesting that the class 

backgrounds of politicians can affect concrete policy outcomes. As hypothesized, more working-

class municipal councillors appear to yield higher levels of social spending. This expands upon 

the limited existing evidence in the literature of the class effect extending beyond the individual 

level to aggregate policy outcomes, bringing this finding to a very different context in Finland 

(compared to existing evidence in the United States; Carnes, 2013). Of course, this also builds 

upon the growing evidence of class effects on the individual attitudes and behaviour of 

legislatures, including Hemingway (2020) and the recent studies cited within. 

As evidence builds that the class of legislators matters, this may also help to explain emerging 

findings of political inequality, wherein the preferences of more affluent citizens appear more 

likely to translate into actual government policy. If the working class are poorly represented in 

descriptive terms, this may help explain their weak representation in substantive terms. More 

broadly, as class grievances fester and political instability grows in many developed countries, 

developing a clearer understanding of the dynamics of class representation is necessary. 
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Appendix B: Supporting materials  

Figure B.1. Distribution of instrumental variable values at different bandwidths 

 

Note: The bandwidths begin at ε = 0 and rise in increments of 0.04. Zeros are the most common instrumental value, 

but they are excluded from these graphs for easier viewing. 

 

  



Table B.1. Statistics Finland municipal expenditure categories, 2016 
Statistics Finland 

category number 

Statistics Finland category description Part of social 

spending DV? 

110 General administration  

212 Child welfare institutional and family care Yes 

213 Non-institutional services in child welfare Yes 

218 Other non-institutional services for children and families Yes 

220 Institutional care for the elderly Yes 

221 Housing services for the elderly in around-the-clock care Yes 

223 Other services for the elderly Yes 

225 Institutional care for the disabled Yes 

226 Housing services for the disabled in around-the-clock care Yes 

228 Other services for the disabled Yes 

231 Home care Yes 

238 Services in support of employment Yes 

245 Special services for substance abusers Yes 

253 Outpatient care in primary health care  

254 Oral health care  

256 Ward care in primary health care  

260 Specialised health care  

270 Environmental health care  

290 Other social services and health care activities  

299 Social services and health care total  

302 Early childhood education and care Yes 

304 Pre-primary education Yes 

305 Primary education Yes 

310 Upper secondary education Yes 

315 Vocational secondary education Yes 

325 Liberal adult education provided by adult education centres Yes 

335 Basic arts education Yes 

345 Other educational activities Yes 

350 Libraries  

355 Sports and recreation  

360 Youth activities  

370 Museum and exhibition activities  

375 Theatre, dance and circus activities  

385 Music activities  

390 Other cultural activities  

399 Educational and cultural activities total  

410 Community planning  

420 Building supervision  

440 Environmental protection  

460 Traffic routes  



470 Parks and public areas  

480 Fire and rescue activities  

520 Relief work services for farmers  

535 Premises and leasing services  

550 Support services  

555 Promotion of economic development  

610 Water supply and sewage management  

620 Energy supply  

625 Waste management  

630 Public transport  

640 Port activities  

660 Agriculture and forestry  

690 Other activities  

700 Operating activities total  

Note: The categories available from Statistics Finland differ slightly year-to-year (2016 categories shown).  

  



Table B.2. Robustness models: year as unit of analysis, non-social spending, and placebo 

thresholds 

  Year as unit of 

analysis 

Non-social 

spending 

Placebo 

thresholds 

Panel A: IV ε = 0.4  (1) (2) (3) 

Workers  0.00198+ -0.000462 -0.00000277 

  (0.00107) (0.00111) (0.00108) 

First stage F-stat  105.2 104.4 89.75 

Panel B: Reduced form of IV ε = 0.4  (4) (5) (6) 

Workers  0.00173+ -0.000402 -0.00000247 

  (0.000915) (0.000973) (0.000972) 

R2  0.669 0.749 0.675 

Observations  5573 1393 1392 

Standard errors in parentheses. Models include year, party, municipality and vote share controls. 
+ p < 0.1, * p < 0.05, ** p < 0.01 

 

 

Table B.3. Results for social expenditures: next largest party and whole council 

  Next largest 

party 

Whole 

council 

Panel A: IV ε = 0.4  (1) (2) 

Workers  0.000133 0.00191 

  (0.000897) (0.00165) 

First stage F-stat  56.05 380.1 

Panel B: Reduced form of IV ε = 0.4  (3) (4) 

Workers  0.000138 0.00186 

  (0.000940) (0.00163) 

R2  0.690 0.674 

Observations  1374 1393 

Standard errors in parentheses. Models include year, party, municipality and vote share controls. 
+ p < 0.1, * p < 0.05, ** p < 0.01 

 


