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Abstract
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Many forms of Government have been tried, and will be tried in this
world of sin and woe. No one pretends that democracy is perfect or
all-wise. Indeed it has been said that democracy is the worst form
of Government except for all those other forms that have been tried
from time to time. . .

Winston Churchill, House of Commons, 11 November 1947
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1 Introduction

Recurring elections represent one of the fundamental pillars of democ-
racy. They provide an opportunity for citizens to delegate decision-
making to politicians and parties but also act as a feedback mech-
anism, where voters can hold the government accountable for its
actions, or inactions. This gives voters an opportunity to reward or
punish the incumbents according to their perceptions of their per-
formance and their preferences of what they deem important. This
theoretical opportunity is one of the key benefits of democracy as
it incentivizes politicians to act in the voters’ best interest and acts
as a restraint for them from using their position for personal gain
but are voters actually taking advantage of this electoral feedback
mechanism? As attention is usually focused on national elections,
are voters holding their local governments accountable for their per-
formance? These are the questions that this paper will set out to
investigate.

In Sweden, the local government level consists of 290 municipalities.
These municipalities collectively employ 760,000 people and in them
there are 46,000 political assignments divided among representatives
of the political parties. These municipalities vary in size, both in
terms of population and geographical size. They range from the
capital of Stockholm with nearly a million inhabitants in an area of
214km2 to northerly Kiruna with only 23,000 inhabitants but cov-
ering an area of 20,551km2. They may display a lot of superficial
differences but they share a common umbrella in the Swedish state
and their common responsibilities are laid down in the Swedish con-
stitution. These include a larger share of publicly financed services
than in most other countries and are focused on welfare services
such as preschool, school, social services and elderly care but also
include plans for housing, infrastructure and community develop-
ment in general. To fund their activities they have been granted
the right to levy taxes and the decision-making power in these local
authorities is exercised by elected assemblies. These assemblies are
elected every four years when Swedes go to the ballot to vote in three
elections; national, county and municipal. All elections employ the
principle of proportional representation and as a result the Swedish
parliamentary democratic system is characterized by a large number
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of political parties. By extension, this means that the ruling gov-
ernments on all levels of government are often composed of several
political parties.

When addressing questions of democracy and accountability, schol-
ars often turn to the framework of political agency models. These
have developed over the last few decades as there has been increas-
ing interest in how political accountability functions in theory and
practice. These models work under different assumptions with e.g.
pure moral hazard models assuming that all politicians are of the
same type and that they are all concerned with taking hidden ac-
tions for their own benefit. The voters then have to use their votes
to discipline incumbents and in essence reward or punish politicians
behavior by letting past performance outcomes inform their voting
decision. There are also pure adverse selection models that assume
that politicians are of different types and that past actions hold in-
formation about a politician’s competence. An integral part in all
of these models is the concept of retrospective voting, i.e. incor-
porating information on past actions and outcomes in the voting
decision.

The study of political accountability has garnered increasing atten-
tion over the years but that attention has primarily been focused on
the national level and studies have predominantly been performed
in the United States. The focus on the highest level of government
may seem a bit contradictory when the aim is to investigate po-
litical accountability. The division between national, regional and
local governments represents a form of decentralization. One of the
main benefits of decentralization, at least in theory, is that citizens
exert greater efforts in monitoring government when proximity to
politicians increases. Decentralization thus increases accountabil-
ity by bringing government closer to the people. The focus on the
national level thus results in neglecting the local governments that
are closest to the people and which also hold the responsibility for
many of the core services that voters expect to receive in return
for their taxes. It is plausibly also harder for citizens to accurately
observe and identify the marginal adjustments in aggregates of na-
tional outcomes that result from the actions of incumbent politicians
and parties. It could be easier for voters to take more account of
local performance where services are under direct control by politi-
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cians engaged in a much more limited range of activities than the
national government.

A majority of the empirical studies on political accountability have
looked at the effects of economic outcomes close to elections. This
assumes that voters are myopic (shortsighted), i.e. that their at-
tention spans are short and that only the most recent information
is taken into account. However, some studies have challenged this
assumption and studied outcomes over a longer period of time and
their effect on electoral outcomes. As an example, Khemani (2001)
found that longer-term outcomes had an effect on more local elec-
tions in India. However, no similar study has been performed in a
local Swedish setting and this paper will seek to fill this gap.

This thesis will thus investigate whether Swedish voters hold munic-
ipal governments accountable for their performance in office. This
will be achieved by looking at the effects of a range of fiscal and non-
fiscal performance measure outcomes on the voting share of the in-
cumbent local governments. We will also seek to investigate whether
Swedish voters act retrospectively in a myopic sense or whether the
vote share of the incumbents in municipal elections are affected by
outcomes over a longer period of time. Constructing a data set
stretching from 1998-2014, we will also investigate whether what
we choose to call "swing" municipalities, where there has been at
least one change of power during the period of study, are different
in terms of retrospective voting. The effect of the ideology of the
incumbent governments will also be studied.

Our research questions are as follows:

• Are Swedish municipal governments being held accountable for
their performance, defining accountability as a change in in-
cumbents’ vote share?

If so, is the effect different in swing municipalities?

If so, are the effects affected by the ideology of the incum-
bent government?

If so, are voters myopic or retrospective over a longer period
of time?

The thesis is organized as follows: Section 2 covers the previous re-
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search on our topic. In Section 3 we briefly describe the Swedish
system of government, focusing on municipalities. In section 4 we
review the method used to address the research questions and we
formulate a hypothesis. Section 5 describes the data used in the
study while section 6 presents the empirical results. These are then
discussed in section 7 and lastly, in section 8, we present some con-
cluding remarks.

2 Literature Review

In this section we will outline the findings of previous research on our
topic. We will start by addressing the definition and measurement
of accountability itself and then proceed to political agency models
that have become the standard framework for approaching political
accountability issues. We will then review the theory on retrospec-
tive voting and discuss what previous research has empirically found
on electoral consequences of municipal performance, placing some
emphasis on work performed in a Swedish setting.

2.1 Defining and Measuring Accountability

What gets measured gets done is an old cliché that is often called
upon when discussing e.g. performance reviews and compensation
schemes. As this study aims to investigate whether Swedish voters
hold their political parties accountable this thus necessitates a clear
definition of accountability itself as well as a transparent way of
measuring it.

We start with noting that a key purpose of elections is to provide
an opportunity for accountability to take place. Loosely, this means
that voters can tie politicians’ performance to what they do while
in office. When defining accountability it is then important to make
a distinction between formal (de jure) and real (de facto) account-
ability. Representative democracy is defined by having politicians
periodically subject to re-election. The formal rules surrounding
these elections (e.g. term length) constitute the formal account-
ability rules. These formal rules do not typically make any direct
link between the performance and the re-election chances of politi-
cians. These chances are most commonly modelled as a function of

4



politicians’ behavior and voters’ strategies and it is this latter part
which determines whether there is real accountability. In a poorly
functioning democracy, politicians may act in a way which system-
atically displeases voters without facing sanctions, e.g. due to voters
being poorly informed or if politicians can intimidate voters. Even
if assuming a well-functioning democracy with a sound legal sys-
tem and a body of law governing the conduct of elections (Sweden),
there can be an issue with achieving real accountability if there is
a heterogeneity of policy preferences among the electorate. In such
a situation, the incumbents would implement policies skewed to the
median voter’s preferences (Besley, 2006). Most models however
assume that there are outcomes in which voters have a common in-
terest and for the purposes of this thesis we will proceed with this
assumption as well.

The definition of accountability and subsequently the measurement
thereof represents a major conceptual hurdle that scholars have
struggled with and still disagree upon (Samuels & Hellwig, 2010).
For our chosen definition of accountability we turn to Fearon (1999)
who suggested that “an agent A is accountable to principal B, if (i)
there is an understanding that A is obliged to act in some way on
behalf of B and (ii) B is empowered by some formal institution or
perhaps informal rules to sanction or reward A for her activities or
performance in this capacity.” This clear and transparent definition
can easily be integrated into the Swedish setting of representative
democracy that this study is set within.

Regarding the measurement of accountability, early work empha-
sized how voters held politicians accountable through the changing
of power. This was partly due to the focus on US elections where
voters are most commonly faced with a binary choice between the
candidates of the Republican and Democratic parties. In the US,
term limits provide an interesting way to identify different effects
of electoral performance (e.g. Besley & Case, 1995; Alt et al.,
2011) and Alt et al. (2011) can identify the distinction between
an accountability and a competence effect in US gubernatorial elec-
tions.

In a parliamentary democracy like Sweden, with a multitude of par-
ties and consequently frequent rule through coalition governments
whose constituent parties can change, this focus on power changing
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hands is less applicable. Holding someone accountable does not nec-
essarily translate into a binary outcome of winning or losing. In an
election there is the possibility of using your vote to reward or pun-
ish a politician or party, resulting in changes in vote share but not
necessarily the loss of power for incumbents. The vote share changes
can then act as a signal to the politicians to essentially get their act
together in the event of a reduced vote share although the incumbent
coalition could still have gotten the largest voter support.

To account for this, Samuels & Hellwig (2010) present four observ-
able measures, or "levels" of electoral accountability. The first level
constitutes the weakest form of accountability with each following
step raising the bar and denoting a stronger form of accountabil-
ity. This allows for a measurement of accountability that is not
dependent on a binary outcome.

1. Accountability as change in vote share for the incumbent party.

2. Accountability as change in seat share of the incumbent party.

3. Accountability as change in government status, if the incum-
bent party retains control of the executive.

4. Accountability as change in partisan control of the national
executive.

In a Swedish setting the first two steps are essentially one and the
same due to the proportional nature of the Swedish electoral sys-
tem. The proportionality means that a party that receives 20% of
the votes will also receive 20% of the seats in the city council (the
municipal assembly). In this thesis focus will be on the first step of
the accountability ladder as it has the advantage of capturing more
of the variation in electoral results.

2.2 Political Agency Models

In the study of accountability and governance issues in a more gen-
eral sense, a specific class of models are usually called upon - political
agency models. At the heart of these models is the principal-agent
relationship between citizens and government in which the principals
are the citizens or voters while the agents are the politicians or par-
ties. The political agency approach has an inherent incentive issue
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as the policy makers, to which the citizens have delegated authority,
hold an information advantage. There are then two problems facing
the principals (voters):

• Monitoring: the politicians may act opportunistically and the
voters have a need to establish whether this is the case and also
reward/punish behavior accordingly in order to minimize the
potential for opportunism.

• Selection: voters need to select the most competent politicians
and/or those whose motivations are most likely to be in line
with the public interest.

The political agency models assume that elections are the core mech-
anism for solving these problems. The agency model itself can be
thought of in terms of a game in which the players are voters and
politicians. Politicians are endowed with power to take action on be-
half of the voters and retain this power if they are re-elected. This
is readily comparable to the way a public company operates with its
owners (principals) appointing a board that oversees the executive
leadership (agents) and where the annual general meetings serve as
a form of election (Ashworth, 2012; Besley, 2006).

The political agency models come in three basic types. The first
generation of the models, associated with Barro (1973) and Fer-
ejohn (1986) focused predominantly on moral hazard problems in
government, i.e. hidden actions such as shirking by the incumbents.
In this framework, all politicians are of the same type and all want
to use political office as a means for pursuing their own agendas.
The question in this type is how well a re-election mechanism that is
based on retrospective voting can discipline incumbents. The idea is
that voters choose a performance threshold that gives politicians an
incentive for restraint. The main assumptions in the model concern
the extent to which voters can observe the actions of incumbents
and whether there is an unobservable state of nature. Due to the
identical nature of politicians in the models, voters are indifferent
between the incumbents and challengers.

This first type and its assumptions on candidate homogeneity were
criticized by Fearon (1999) who showed that the model’s equilibria
were often not robust to candidate heterogeneity. The second type
of model is the pure adverse selection model (e.g. Besley & Prat,
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2005) where the only issue is selecting the right kind of candidate
as they differ in their competency levels. An incumbent is unable to
do anything to affect voter’s opinion of them and the key question
in this model is how the voters’ observations allow them to detect
the incumbent’s competence. The third type is the most complex
but also most interesting as it combines the previous two types,
having both hidden actions and different types of politicians, i.e.
both moral hazard and adverse selection. Pioneers within this type
of models include Banks & Sundaram (1993) and Austen-Smith &
Banks (1989) who all assume that politicians differ in their compe-
tence and that their actions are not observed by voters. The notion
that politicians have heterogeneous motivations has been a central
tenet of many studies in this vein and a key issue that arises in
these models is the use of policy choices as a signaling device as
politicians try to differentiate themselves from one another (Besley,
2006).

There has been a multitude of different models within the politi-
cal agency approach and despite the diversity of the models, they
consistently tell roughly the same story. They mostly work with
situations where re-election incentives are a positive thing, either
by creating greater discipline or improving the selection of politi-
cians (Ashworth, 2012; Besley, 2006). In essence, this works by
giving incentives for politicians to build reputations. However, as
demonstrated by Daley & Snowberg (2008), this does not always
mean that politicians will work hard to achieve policy outcomes
beneficial to the voters. Under the assumption that campaigning
is a lower cost way to influence voters’ belief they show that even
though voters do not directly value campaigning, the campaigning
efforts can efficiently signal competency. Then voters, being rational
and forward-looking, respond by rewarding incumbents for the very
campaigning that they disprove of.

2.3 Retrospective Voting

Besley (2006) notes that a key notion in the political agency mod-
els previously discussed is that voters hold incumbents accountable
for their actions while in office. This quite optimistic view of the
political process assumes that a sufficient share of the electorate
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is informed about policy outcomes and use this information when
making their decision at the ballot. This view is an area of con-
tention among political scientists. However, the seminal works of
Key (1966) and Fiorina (1981) have significantly shifted the pre-
sumption towards the view that voters are indeed rational and make
assessments based on the records of candidates while in office.

Fiorina (1981) identifies three distinct theories of retrospective vot-
ing. The first, connected to Downs (1957), is that voters use retro-
spective information because such information is easily available and
cheaper than examining candidates’ records. The second is identi-
fied with Key (1966) who argues that voters are result orientated.
The third view is that of Fiorina himself in which he combines el-
ements of the first two theories but also attaches more weight to
party identities in shaping retrospective voting decisions. The work
of especially Key and Fiorina has been instrumental behind accept-
ing a model of political behavior based on standard postulates of
rational choice applied to voters. This early work on retrospective
voting often assumed that retrospective behavior among voters only
concerned past actions. It saw it as a tool for punishing or rewarding
incumbents for these actions and it was thought that e.g. campaign
promises were unlikely to attract votes (Barro, 1973; Ferejohn, 1986;
Key, 1966). Later work, within political agency model frameworks,
assumes that voters are learning from past actions and use Bayes’
rule to update their beliefs. A key implication in these models is
that there really is no meaningful distinction between prospective
and retrospective voting. Retrospective voting is rational because
there is information content in past actions about future behavior
(Ashworth, 2012).

For the purposes of this thesis, which aims to investigate whether
there is accountability at the local government level in Sweden, this
distinction is not a cause for concern as both views on the reasoning
behind retrospective voting indicate a role for it and regardless of
which model you prescribe to, retrospective voting has the potential
to affect electoral results.
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Myopicness of the Electorate

In the literature on retrospective voting there has often been an as-
sumption that voters only care about outcomes in the recent past,
i.e. that voters are myopic. Kramer (1971) was the first in a long
line of empirical work that investigated whether strong economic
performance had a positive impact on electoral results in US elec-
tions for the incumbent president and his party. The conclusions
drawn were that income growth, and, to a lesser extent, low unem-
ployment and inflation, just before elections has a significant posi-
tive effect on votes received by the incumbent president’s party, a
phenomenon that was termed “economic retrospective voting” (Fior-
ina 1978). However, Stigler (1973) and Peltzman (1990) pointed out
that these studies assume that voters behave myopically by only con-
sidering outcomes in the recent past, usually in the year just before
elections. Instead, Peltzman (1990) proposed that an appropriate
model to judge voting behavior should be similar to a principal-agent
model of the stock market where the owner compensates a manager
based on all available information from past performance. Following
Peltzman there have been several studies that utilize outcomes over
a longer period of time (Ashworth, 2012).

For example, Khemani (2001) in a study using Indian data finds
that there is greater voter vigilance and government accountability
in more local elections. Voters in state legislative assembly elections
rewarded incumbents for local income growth, and punish them for
growth in inequality, over the entire term in office. In national
elections however voters behave myopically by rewarding growth in
national income, fall in inflation and inequality only in the year just
before elections. A key difference between the study in this thesis
and Khemani’s article is that Indian states constitute a higher level
of government, more comparable to Swedish counties than munici-
palities in size and in many ways, due to the federal nature of India,
the states hold many of the responsibilities that the national level
holds in Sweden. Nevertheless, the finding that more local elections
see greater voter vigilance is interesting and could be compared to
the findings of this thesis in a more general sense, while consider-
ing the many differences that exist both between Indian states and
Swedish municipalities as well as between India and Sweden in gen-
eral.
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Another approach is found in Bechtel & Hainmueller (2011) who
aimed to investigate how long governments receive electoral credit
for beneficial policies. They utilize the massive policy response to
a major natural disaster in Germany, the 2002 flooding of the Elbe
river, and find that the flood response increased the vote share for
the incumbent party by 7 percentage points in affected areas in the
2002 federal elections. A quarter of this effect carried over to the
2005 election but the gain vanished in the 2009 elections. Their
conclusion is that that voters’ gratitude can stretch for longer than
previously thought and that the assumption of voters’ shortsighted-
ness may need to be revisited.

2.4 Empirical Findings on the Local Government Level

The focus of most empirical studies on political accountability has
been the national level of government. Berry & Howell (2007) find
that less than 1% of 212 articles on elections in leading US political
science journals focus on local elections while none of them address
retrospective voting. In most of the studies the aim is also to only
evaluate the effect of economic outcomes. However, Boyne et al.
(2009) observe that it is increasingly recognized that voters also
evaluate many other aspects of government performance that affect
voters’ lives. In their study, they use the fact that a large share of
government services are often provided at the local level where local
politicians and parties have power to affect outcomes and they uti-
lize a unique official categorization of local service performance used
in England. They find that voters’ behavior is affected by clear gra-
dations of performance but that only the difference between low and
at least mediocre performance matters. Finding no reward for high
performance, their findings suggest a negativity bias in the relation-
ship between performance and electoral support for incumbents, i.e.
only poor performance elicits a response from the voters. Return-
ing to Berry & Howell (2007) they conducted a study of American
school board elections where they found that when public (media)
attention to testing and accountability systems drifted, measures of
achievement did not influence incumbents’ electoral fortunes. Their
findings raise questions about the information voters rely upon when
evaluating incumbents, an issue that we will return to in Section 7
(Discussion).
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2.5 Swedish Setting

As this thesis is focused on accountability in local government in
Sweden, a review of what has been done empirically in Sweden is
highly relevant. As expected, there is less empirical work on the
local government level compared to the national level.

Before delving into the Swedish studies on political accountability,
we should however note that the political agency models previously
discussed work best when applied to an individual politician who is
directly elected, e.g. mayors, governors and presidents. When the
incumbent is an individual with certain responsibilities and powers,
accountability can be defined relative to these responsibilities and
it is fairly straightforward to then hold an individual accountable
(Besley, 2006). If, as in the Swedish context of this thesis, parties
and not individual politicians are the primary focus of elections, the
responsibility for the outcomes that voters are expected to extract
accountability for is not as straightforward. In general, a parliamen-
tary system with parties instead of politicians as the main actors in
elections is less conducive to the current theories of political ac-
countability. Despite this, the political agency model framework is
still deemed the best approach to tackle the issue as the effect of
political parties on the process of political accountability is still a
bit of an open question.

In Sweden, the concept of a “municipal voter” that can be separated
from the national/regional voter level is a quite recent phenomenon.
In 1993, Sören Holmberg, a leading Swedish political scientist, noted
that you could “barely register any pulse on the municipal voter”.
His conclusion was that there was little to indicate that municipal
elections were determined by municipal issues and that the national
level largely determined the voting decision. Holmberg’s assertion
has since been challenged, e.g. by Folke Johansson who in several
studies found that the municipal level has been increasing in impor-
tance in the last few decades as exemplified by the growth of local
parties. In 1988, only a fourth to a fifth of municipalities had a
local party in the city council. In the latest election in 2014, there
were 181 parties in 141 municipalities and 37 of these local parties
won more than 10% of the votes in their respective municipalities
(Erlingsson & Oscarsson, 2015).
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The growing importance of the municipal level in the voting booth
can also be seen when observing the trends in split-ticket voting.
There was recently much debate on this topic in the 2016 US presi-
dential election regarding whether the Republican nominee Donald
Trump would hurt down-ballot Republican candidates’ chances of
winning due to his high unfavorability ratings.1 Split-ticket voting,
i.e. voting for different parties in different elections (e.g. national
and municipal), has become a rare phenomenon in the US but in
Sweden the trend has been in the opposite direction. In the 1980’s a
fifth of the voters cast their votes for different parties in the national
and municipal elections. This has since increased to a third of the
votes in the latest 2014 election.

In a recent study, Erlingsson & Oscarsson (2015) suggested four
possible explanation for why people split their votes:

1. Offering perspective - there are other alternatives on the local
level compared to the national level. There is a threshold of 4%
of the votes in the national elections that can likely discourage
new parties on the national level but this threshold does not
exist in municipalities during our period of study.2

2. Vote magnet perspective - e.g. a charismatic politician that
attracts voters regardless of their ideological preference.

3. Protest vote perspective - voters are negatively repelled from
their first choice in a particular election.

4. Tactical voting perspective - tactical reasoning behind voting
for a different party than the first choice. In Sweden this could
be exemplified by a right-wing voter voting for the Christian
Democrats (KD) instead of the Moderates (M) on the national
level to support the Christian Democrats (KD), which are usu-
ally close to the 4% threshold).

The occurrence of split-ticket voting in Sweden is important for the
more practical parts of this thesis. If there had been no split-ticket
voting the municipal vote would have been wholly determined by
the national parliamentary vote (or, potentially, vice versa) and the

1With the results on hand, Trump’s victory and the Republicans retaining control of the
Senate makes the issue a moot point.

2Starting from the 2018 elections, a threshold of 2% of the votes will also be applied in
municipal elections.
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municipal election would have been a referendum on the perfor-
mance and promises of both national and local incumbent coali-
tion and opposition. With split-ticket voting present, there is the
possibility of voters holding local politicians accountable for local
performance and national politicians accountable for national per-
formance. However, this decoupling is not necessarily made by all
voters and so party loyalty (lack of split-ticket voting) needs to be
taken into account when devising an empirical strategy to test for
accountability.

While there are relatively few empirical studies on a local govern-
ment level in Sweden, especially studies that look at electoral effects
at this level, Per Pettersson-Lidbom (P-L) acts as a notable excep-
tion. He has performed several studies in a Swedish local government
setting, e.g. P-L (2008) where he investigates whether parties mat-
ter for economic outcomes and finds that there is an economically
significant party effect. He finds that left-wing governments spend
and tax more but also have lower unemployment rates, partly due
to their employing more workers.

In another study, (2003) P-L tests the rational electoral-cycle hy-
pothesis, i.e. the prediction that politicians should manipulate eco-
nomic policy just before elections to increase their chances of re-
election. Using a three-step method the study finds support for the
rational electoral-cycle hypothesis. It also finds that, conditional
on taxes, spending is positively related to electoral success. In the
study, P-L uses a linear probability model for the third step, the one
where he regresses electoral success on fiscal policy, and classifies the
electoral outcomes as binary between a left- or right-wing victory.
The study uses the number of seats in the city councils for the left
and right ideological sides and assumes that the side with a major-
ity of seats constitutes the ruling government. That means that it
will sometimes differ from the actual ruling coalitions, which do not
always follow the left-right divide that is assumed. This point is
relevant to this paper and the method used within it as P-L’s study
is the only one that we have seen to date that also looks at electoral
effects of retrospective voting at a municipal level in Sweden. We
will return to this study when discussing our econometric approach
in section 4 (Method).
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3 Background

In this section we briefly describe the functioning of Sweden’s dif-
ferent levels of government, outline their responsibilities and place
special emphasis on the municipal level. We will also describe the
transfer system which is utilized to equalize incomes between mu-
nicipalities with different structural characteristics.

3.1 The Swedish System of Government

Sweden is divided into three levels of government; national, regional
and local. The elections of representatives to these different levels
of government are held every four years, with representatives of all
levels being elected at the same time but in different elections for
every level, a voter can thus vote for one party at the local level,
another at the regional level and a third at the national level. The
responsibilities of the different levels of government are outlined in
the Swedish constitution and will be briefly described here.

The national government consists of the Swedish parliament (Riks-
dagen) and the government. The parliament makes and amends laws
by voting on motions (from individual parliamentarians) and propo-
sitions (from the government), including the biannual budget propo-
sitions that determine national government spending. The govern-
ment rules the country by submitting propositions to the parliament
that are turned into new or amended laws and through its control of
the governmental offices, departments and companies. The national
government is mainly funded by taxes (e.g. corporate and capi-
tal tax, VAT and income tax for high-income earners) (Regeringen,
2014).

The regional government consists of the 21 counties, each adminis-
tered by a county council except for the county of Gotland, where
the county coincides with the municipality and thus lacks a county
council but has a municipal council. The primary responsibility of
the county councils is health care, expenditure on which constitutes
approximately 80% of the spending by the counties. Other areas of
responsibility include spending on support for culture, some health
care related education and support for businesses. The county coun-
cils often also share administration of the regional public transporta-
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tion with the municipal councils. Similar to the national level, voters
elect representatives to the county council, which then appoints a
county board to execute its decisions. The counties are financed by
taxes, fees and government grants. The county tax is an income tax
and is typically around 11% (Regeringen, 2014).

The local government consists of 290 municipalities governed by
municipal councils elected in the municipal elections, that appoint
municipal boards to implement decisions made in the councils, much
like the situation at the national and regional level. The responsibil-
ities of the municipal councils include schooling years 0-12, daycare,
care for the elderly, infrastructure such as water, sewage and some
roads as well as issuing different permits. Much like the counties, the
municipalities are funded by a combination of taxes, fees and gov-
ernment support. The municipal tax is an income tax and typically
lies in the interval 17-23% (Regeringen, 2014).

In addition to the funding of counties and municipalities described
above, there is also a compensation scheme that transfers funds
from the central state as well as from counties and municipalities
with structural benefits and surpluses to counties and municipalities
with structural disadvantages and deficits. Out of five components,
three exist mainly to deal with balancing the system and relating
it to earlier versions. Out of the remaining two, one component
distributes money to municipalities and counties with unavoidable
expenses due to structural disadvantages such as large shares of el-
derly people, children who need schooling, or large distances which
makes schooling more expensive. The last component gives money
to, or takes money from, municipalities and counties based on the
average taxable income of its citizens and thus equalizes the earning
potential, although the actual tax rates are decided by the munici-
palities themselves (Statskontoret, 2014).

4 Method

As mentioned in section 2.5, Pettersson-Lidbom (2003) conducted
an econometric test of fiscal policy on electoral outcomes. This is
the only study we have seen that delves into this topic in a local gov-
ernment level Swedish setting. While this thesis aims to investigate
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the same issue, we go about it in a different manner and in doing
so avoid some of the assumptions that P-L makes. The two key
differences are that (i) we will use the actual incumbent parties or
coalitions and their change in vote shares between elections and (ii)
we will not only use the election year policy choices and outcomes
but instead utilize data for the full period between elections. By not
assuming that Sweden can be classified as a binary party system that
P-L does, we will be able to use all the municipalities, even those
that are classified as having "Mixed" government, i.e. governed by a
coalition of parties from both sides of the left-right divide. P-L only
focuses on seat shares of right and left parties respectively and this
results in the loss of some of these mixed government municipalities.
As we will demonstrate in section 5.5, the mixed governments are
quite numerous and, with the growth of local parties (see section
2.5) - some of whom are difficult to easily categorize in the classical
left-right dichotomy - the assumption of a binary party system in
Sweden seems to be growing in strength. Note however that P-L
uses a different period in his study, a period where there were fewer
parties at both the national and local level.

As a consequence of not making the same assumptions concerning
the party system that P-L does, we are unable to use our data as a
panel data set in the manner of P-L. The fact that we use the actual
coalitions and that these can and do sometimes change between
elections makes us unable to create a panel data set with five time
values. We instead create a panel with only two time values 0 and
1, where every coalition in every ruling period (the time between
two elections) can be used.

4.1 Econometric Method

The specification in Pettersson-Lidbom (2003) is written as

Rit = ci + λt + ∆Pitω + ∆Xitβ + ηit

With i denoting municipality and t time, Rit is the re-election prob-
ability, ci is the municipality fixed effect λt is the time effect ∆Pit

are the growth rates of the fiscal policy variables during the election
year, ∆Xit are the changes in controls and ηit is the error term.
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However we, unlike P-L, want to use the actual coalitions, includ-
ing the mixed government types that are becoming more common.
We also want to use another degree of accountability that is more
sensitive, namely the change in vote shares. Thus our main empir-
ical strategy for determining whether accountability exists on the
municipal level consists of estimating a first differenced model with
only two time periods. We begin by writing a simple specification
in levels.

Vjt = αt + β1Pjt + ujt

where Vjt is the vote share of the ruling coalition in municipality-
coalition combination j at time t where (t=0,1), 0 being the time
that a coalition is elected and 1 being the election after the coalition
is elected. This means that every combination of municipalities and
the four ruling periods between elections have their own specific
value for j. The Vjt depends on a time-specific component αt, the
performance indicator Pjt and on the residual ujt. We assume that
this can be written as

Vjt = α0 + β0t+ β1Pjt + (vj + εjt)

where α0 and β0 are parameters, vj is the municipality-coalition
fixed effect and εjt is the error term. To remove the municipality-
coalition specific fixed effects vj which we suspect are correlated with
the municipality performance levels Pjt, the model can be differenced
with its values in the next time period, t+1.

Vjt+1−Vjt = α0−α0+β0(t+1)−β0t+β1Pjt+1−β1Pjt+(vj+εjt+1)−(vj+εjt)

which can be simplified and rewritten as

∆Vj = β0 + β1∆Pj + ∆εj (1)

To account for likely endogenous demographic changes (different de-
mographics often vote in distinct ways and also have distinct impacts
on performance metrics) a set of controls will be used in accordance
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with previous studies (e.g. Pettersson-Lidbom, 2008). If included
in the level model the result would be

Vjt = αt + β1Pjt + θ ·Cjt + ujt

and in the differenced model

∆Vj = β0 + β1∆Pj + θ ·∆Cj + ∆εj (2)

where Cjt is the vector of controls including the share of the popu-
lation ages 0-15, the share of the population over the age of 65, the
log of average income and the log of population.

To control for time trends and for the electoral momentum of nation-
wide party politics (not everyone splits their votes), time dummies
T are included and the ideology of the local ruling coalition is in-
teracted with the time dummies. There are two ideological dummy
variables, one for left-wing governments and one for mixed govern-
ments, i.e. governments that cross the left-right divide and include
both left-wing and right-wing parties.

∆Vj = β0+β1∆Pj+θ·∆Cj+γ·Tj+δL·TjIj,L+δM ·TjIj,M+∆εj (3)

Because the elections that are included in the sample occur in the
years of 1998, 2002, 2006, 2010 and 2014, there are four different
periods for which time dummies are needed, i.e. 1998-2002, 2002-
2006, 2006-2010 and 2010-2014. The time dummy vectorTj thus has
four elements. Ij,L and Ij,M are the dummy variables for left-wing
and mixed rule, respectively.

Restricting the Sample by Swing Status and Ideology

We will find a rather large number of municipalities where the rul-
ing party/coalition stays in power throughout our period of study.
According to SKL, (2016a) there were 79 municipalities where the
same political side (i.e. left or right) ruled between 1994-2014. Ex-
cluding the 1994-1998 period, the number reaches 111 municipalities
without changes of power between the left and right. This kind of
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municipality is plausibly more characterized by habitual voting and
the election excitement is perhaps more about the margin of victory
for the incumbents rather than which party or coalition will actually
win the election. After an initial reading of the data on all munici-
palities we therefore narrow down our observations and exclude the
municipalities without power changes and focus on the remaining,
which we choose to call “swing municipalities”. These represent the
battleground municipalities where there is often a smaller margin
of victory and there is potentially more scope for voters to enact a
higher level of accountability, i.e. ousting the incumbents. Restrict-
ing the sample to swing municipalities respectively could provide
insights into what is driving potential effects in the full sample.

In order to explore potentially differing effects from the ideology of
the incumbents on the results, we also run the regressions while re-
stricting the sample by the ideology of the incumbent governments.
Utilizing SKL’s classification of the ideology of municipal govern-
ments the restricted samples consist of left, right and mixed govern-
ment respectively. It is plausible that e.g. tax changes could have
different effects depending on the expectations voters have of their
governments and these could differ depending on the ideology of the
incumbents.

4.2 Extended Regressions

As mentioned in the literature review, there are studies trying to dis-
cern whether voters act myopically or retrospectively over a longer
period of time. Equation (3) above can easily be modified to inves-
tigate this by dividing the difference in performance measure into
different periods, one for each year of the period. The regression
equation (3) can be rewritten for this purpose as

∆Vj = β0+
4∑

k=1

β1,k∆Pj,k+θ·∆Cj+γ·Tj+δL·TjIj,L+δM ·TjIj,M+∆εj

where the ∆Pj,k, (k ∈ [1, 2, 3, 4]) are the performance measure differ-
ences in municipality-coalition combination j for year 1, 2, 3, 4 of the
ruling period, respectively. Thus for example in Stockholm period
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2006-2010, using tax rate as the performance indicator, ∆Pj,1 is the
tax rate in 2007 minus the tax rate in 2006, ∆Pj,2 is the difference
between tax rates in 2008 and 2007, and so on.

4.3 Exit Polls and Choice of Variables

To gain information on which performance measures to use, the
Swedish exit polls from the different elections have been studied, in
combination with the responsibilities of the municipal level of gov-
ernment and the municipal equalization system, to select variables
that are suitable for testing. The results of the exit polls have been
summarized in Figure 1 below, and show that the number of issues
that a significant share of the electorate consider to be of very great
importance is fairly large. For example, 15 of the questions have
30% or more of the electorate finding the question of very great
importance (SVT 2014).

Some issues, such as schooling and employment are especially impor-
tant. Schooling is also the direct responsibility of the municipality
and constitutes a good example of a non-fiscal performance mea-
sure. The link between employment and municipal responsibilities
is not as direct since the responsibility of the municipality consists
more in providing suitable conditions for high employment rather
than creating jobs within the municipal organization, although the
municipalities employ 760,000 people (SKL, 2016b).

21



Figure 1: Exit polls 1998-2014, percentage of voters that find the question to
be of very great importance

Source: SVT (2014).

A suitable economic variable to test as a performance measure is
the tax rate, since every Swedish taxpayer can see the municipal
tax rate directly on his tax declaration, which must be handed in
every year. Thus voters should plausibly be more informed about
this measure than many other variables. Furthermore, an objective
performance measure of basic schooling (years 0-9) is a good candi-
date for a variable to test. While schooling years 10-12 (high-school)
is also the responsibility of municipalities, some small municipalities
might have very limited capacity for or completely lack this form of
schooling, cooperating with neighboring municipalities to provide
education years 10-12.

As mentioned above, employment is also among the more important
questions for voters, although it is hard to determine the extent to
which they hold the municipalities and the central state accountable
for changes in it, if at all.

Out of the remaining questions, the national defence is not relevant
since it is on the national level, health care is administered by the
counties, and so on. Thus the variables chosen to be included are
differences in tax rate, fiscal result, municipal debt, expenditure,
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employment, eligibility rate for secondary school, merit score for
primary school as well as the accumulated fiscal result.

Finally, since for example the effect of taxes might be dependent on
what the taxes are used for, there will be a final regression with all
performance indicators to isolate the effect of tax increases ceteris
paribus, since it might be contingent on things such as spending
differences.

4.4 Hypotheses

In order to empirically test the research question, we formulate sta-
tistical hypotheses to be able to determine if there is an effect on
the vote share of incumbents from a number of performance mea-
sure outcomes. For each of our chosen indicators of performance we
will thus test the following hypothesis:

H0 : β1 = 0, i.e. no significant performance effect on the vote share
of incumbents.

H1 : β1 6= 0, i.e. significant performance effect on the vote share of
incumbents.

Being able to reject the null hypothesis in the case of all the chosen
variables above would lend support to the idea that voters actually
do hold politicians accountable (accountability being in the form of
change in vote share) for their actions.

In the extended regressions, we instead have the following statistical
hypotheses:

H0 : β1,1 = β1,2 = β1,3 = β1,4 = 0

H1 : one or more of β1,1, β1,2, β1,3, β1,4 6= 0

If voters hold parties responsible for the entire time periods that
they rule, then we would expect to reject the null for the coefficients
of all years. If voters act myopically, we would expect to reject the
null only for β4

1 . If parties are not being held accountable at all, we
do not expect to reject the null for any of the coefficients.
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5 Data

5.1 Availability and Sources

The data used has been publicly available and mostly originates
from official sources such as Statistics Sweden (SCB), the Swedish
Election Authority (Valmyndigheten) and entities like The Swedish
Association of Local Authorities and Regions (SKL). Most of the col-
lection of the data has been through Kolada, (Kommun- och Land-
stingsdatabasen) which acts as an aggregator of data on Swedish
municipalities and counties, collecting data from the aforementioned
official sources.

A caveat in the data availability is that most variables are reported
only after the mid 90’s. Before 1996 the data for most variables is not
available digitally and there are also some comparability issues that
arise when going back further than what is digitally available. This
has thus acted as an obstacle for using a longer period of time for the
study at hand. Another factor that has acted in a limiting fashion
is the SKL classification of municipal government ideology. SKL
has only classified municipal governments back to 1994 and this,
combined with the mentioned variable availability issues, results in
the use of the 1998 election as a starting point for the study.

Furthermore, some variables that could have constituted good per-
formance metrics such as objective measures of elderly care, have
only recently started being available in the databases mentioned
above, with data only for recent years. Thus investigations using
these new metrics will have to be left for future research.

5.2 Dependent Variable

As the dependent variable, we will use the vote share change be-
tween elections for the ruling coalition in every municipality. The
classification of ruling coalitions and what parties constitute them
are taken from SKL (2016a). The vote share change is determined
by simply summing the vote shares of the parties in the ruling coali-
tion at the end of the “ruling period” and subtracting their share of
the votes at the start of the period. As an example, for the period
2010-2014 in Orust municipality, SKL classifies the ruling coalition
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as consisting of the Social Democrats, the People’s Party and the
People’s Will on Orust. Their vote shares were 26%, 12%, 6% re-
spectively in the 2014 election and 27%, 11%, 12% respectively in
the 2010 election, thus the change in vote share was -6% points.
An issue that arises is the tendency of small, local parties becoming
defunct and simply not running for reelection at the end of a period
during which they were part of the ruling coalition. Since there is
no obvious solution and since most local parties are either in clearly
left-wing or clearly right-wing coalitions, we have chosen to assume
that most of the voters of a defunct party have chosen to vote for
another party in the ruling coalition if they were satisfied with the
performance of the ruling coalition during that period.

Figure 2: Descriptive statistics for the dependent variable

A number of municipalities are classified by SKL as having shifting
majorities for some time periods, meaning that the ruling coalition
changes during the term. Since this means that there is no clearly
defined coalition, these coalition-municipality combinations were ex-
cluded during the time periods when they were shifting majorities.
Furthermore, coalition-municipality combinations in which all seven
parties that were represented in the parliament from 1998 were in
the ruling coalition were also excluded since not much choice is left
for the voter who feels dissatisfied with the performance of the ruling
coalition.

5.3 Independent Variables

The independent variables consist of a number of performance mea-
sures or indicators of municipal performance that could plausibly
affect voters’ decisions at the ballot.

The first indicator is the municipal tax rate. Using the tax rate as a
performance measure is quite straightforward and while it could be
argued that it is more of a policy choice than an outcome, there is a
connection between the fiscal outcomes and the tax rate. It is also
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likely to be associated with voters’ perceptions of performance.

The other fiscal variables that will be used are the differences in
debt and fiscal results, as well as the difference in municipal expen-
diture.

Figure 3: Descriptive statistics for the independent Variables

Figure 4: Descriptive statistics of the performance measure differences

5.4 Control Variables

The control variables include growth in income (log difference in
income multiplied by 100), growth in population (log difference in
population multiplied by 100), differences of population shares of
young people (0-15) and old people (+65). See figure below for
descriptive statistics.
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Figure 5: Descriptive statistics for the control variables

5.5 Ideology Classification

The ideology classification used to create the period-ideology inter-
action dummies was taken from SKL (2016a), who have classified all
local governments into different categories since 1994. The different
forms are:

• V, vänster - left-wing

• Bo, borgerlig - general right-wing

• A, alliansen - Swedish right-wing alliance between all four right-
wing parties in parliament (M, KD, C and FP), created before
the 2006 election

• Bl, blandat - Mixed left- and right-wing

• Ö, övrigt - other rule

A and Bo were combined into the same right-wing variable. This
combined right-wing rule was set as the baseline in all regressions,
with dummies for left-wing and mixed rule. There was no munici-
pality ruled by an "Ö" government during any of the time periods
included in this study. The proportions of the different government
types can be seen in figure 6. It should be pointed out that the
x-axis in the figure shows starting years for the period coalitions,
thus 1998 shows the distribution of different governments ideologies
1998-2002, 2002 shows the period 2002-2006, and so on. This means
that the last value, 2014, is not included in this investigation, since
that period has not yet ended (2014-2018). The 2014 value how-
ever serves to illustrate that Sweden may be moving away from a
party system that can easily be classified as binary between left and
right.
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Figure 6: Ideology of Municipal Governments 1998-2014

Source: SKL (2016a).

6 Results

In this section, the results of the estimated regressions will be pre-
sented. Starting with the complete set of all municipalities, we
continue with the results for our restricted samples, i.e. swing
municipalities and left, right and mix rule municipalities respec-
tively. In all regression tables, the calculated standard errors are
heteroskedasticity-robust. The reported results below have not been
adjusted for potential clustering at the municipal level. However, all
results have since been re-run allowing for clustered standard errors
and the results were only marginally effected. There was no change
in which variables are statistically significant. For the purpose of
presentation, we include the tables that we find to drive the results
in this section while those of lesser interest can be found in the
appendix.

Note that the the reason for the number of observations varying
across the samples is minor gaps in the data for the underlying
performance measures. These gaps are assumed to not affect the
results in any systematic way.
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All Municipalities

Figure 7: Period outcome effects on incumbent’s vote share - All

Figure 7 displays the result for the full population of Swedish mu-
nicipalities. The change in tax rate (1) is significant at the 1% level
but all other performance measures lack significance. In column (8),
where all measures are included in the regression simultaneously, tax
changes retain their significance. The interpretation of the results
on tax is that raising the tax rate during a period is negative for the
incumbents vote share in the next election. A 1 percentage point tax
rate increase would translate into about 1.4-1.5 percentage points
lower vote share for the incumbents, depending on the specification.
The reverse also applies with a tax decrease translating into higher
vote share for the incumbents.
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Figure 8: Negativity bias

If the tax period variable is split into increases and decreases in the
tax rate, the result in Figure 8 is similar to that found by Boyne et
al. (2009), reviewed in section 2.4. There is seemingly a negativity
bias in the voters’ response with only increases in tax rates eliciting
a significant and negative response.

Swing Municipalities

Figure 9: Period outcome effects on incumbent’s vote share - Swing

When restricting the sample to swing municipalities (Figure 9) there
is little change in the result. Tax change is still relevant at the
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1% level, both in specification (1) and (8). The only difference is
that the coefficients on tax changes become slightly larger for this
sample. A 1 percentage point tax rate increase would now result in
1.7 percentage points lower vote share for incumbents.

Municipalities by Incumbent Ideology

Figure 10: Period outcome effects on incumbent’s vote share - Mixed rule

If the sample is restricted to left-wing or right-wing municipalities,
the tax rate loses significance (see Figures 12-13 in the Appendix).
The only performance measure that is significant is expenditure in
right rule municipalities, but only at the 10% level. The mix rule
municipalities however, have highly significant results for the tax
change (1). The coefficient on the tax change is also substantially
larger than in either the full sample or the swing municipalities.
A 1 percentage point tax rate increase would now result in 3.8-4.2
percentage points lower vote share for incumbents.

Looking at the mix rule municipalities we also find significance for
expenditure (2) at the 10% level and for the fiscal result (3) at
the 5% level. The interpretation of these is that for every SEK of
increased expenditure, there is an increase in vote share for incum-
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bents while the opposite is true of the fiscal result. The result for the
fiscal result is a bit counter-intuitive as the intuition would indicate
that a positive result would be an indication of good performance
and would thus be rewarded with increased vote share for the in-
cumbents. When all measures are included in (8), the result loses
significance but expenditure is significant at the 5% level.
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Far-Sighted vs Myopic

Figure 11: Yearly outcome effects on incumbent’s vote share - All
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When looking at the outcomes on a yearly basis for each four-year
period (Figure 11), the picture remains largely the same across
the performance measures as it was for the period outcomes. Tax
changes are the only measure that is consistently highly significant
across all municipalities as well as when restricting the sample to
swing (Figure 14 in the Appendix). When dividing the sample along
ideological lines, the picture yet again matches the period results,
tax change loses significance but is highly significant in mix rule
municipalities (Figure 17 in the Appendix). The coefficient is also
quite large in the mix sample.

Looking into the yearly effect we see that there is a myopic tendency
in voting as the tax changes in year 3 and 4 of a period have a highly
significant effect with an increasingly large coefficient. These results
indicate that raising taxes in an election year would translate into a
decrease in the incumbents’ vote share and that the negative effect
would increase with proximity to the election.

7 Discussion

7.1 Informed Accountability

The results presented above might at first seem counter-intuitive,
since the area that the fewest voters claimed was important in the
exit polls was the only one that displayed statistical significance and
economic importance across specifications. First of all, it should
be noted that the old adage "the absence of evidence is not the
evidence of absence" holds especially true in statistical investigations
and that failure to reject the null hypothesis cannot be taken as
evidence for the absence of an effect. However, the tax change has
a statistically significant effect across specifications, although it is
limited to changes in the two last years of the ruling period when
the differences are divided per year.

If we assume that the variable that has an economically important
effect is in fact tax change and that the rest do not have a large
effect, there might be several reasons for these results.

Core Accountability Issue
Firstly, voters must use past performance indicators to inform them
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on their voting decisions. Of course there is first of all the assump-
tion that people care about metrics such as schooling and taxes, but
this we assume to be self-evident and not controversial. The issue
of accountability and elections was discussed in the literature re-
view and as was concluded there, the questions of exactly what rea-
sons voters have for voting are not important for the outcome, since
both retrospective voters (rewarding or punishing politicians) and
prospective voters (using past performance to inform about future
decisions) cause voters to care about previous performance.

Information/Knowledge Issue
Secondly, for the actual performance of municipalities in terms of
important indicators to have an impact on the outcome of elections
and vote shares, the voters must have access to correct information.
This is likely to factor into our results above. The tax rate is very
clear to Swedish, tax-paying voters, since all tax-payers file tax re-
turns annually in which the combined county and municipality tax
is explicitly stated. Thus comparisons from year to year are easy to
perform. This is in contrast to the other variables, which we do not
believe that the average voter has the same amount of information
about. Because taxes can be relatively easily compared, it might be
that it is not merely the actual changes in tax rates and their effects
on households’ economies that are valued, but also the signaling ef-
fect of raising taxes, since it could be interpreted by voters as being
caused by an inefficient government.

What is considered important could also vary between elections, and
the media could choose to cover different issues based on what the
public wants, thus changing which issues the voters are informed
and care about. It is also quite possible that the electorate differs
in the degree to which it is informed. There is no contradiction
between most voters feeling that schooling is important while only
parents of children currently in school are informed about changes
in the quality of schooling.

Level of Government Issue
Thirdly, there is the issue of the extent to which voters attribute
different performance measure differences to different levels of gov-
ernment. In a country with a unitary state such as Sweden, the
central state creates all laws and the counties and municipalities are
tasked with managing certain tasks in their respective geographic
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areas. However, as was mentioned in section 3, tax rates and ser-
vices are allowed to differ in certain respects, and sometimes quite
a lot. In fact the unitary state local setting might make discern-
ing accountability easier, since voters might be less ideological in
municipal matters and rewarding politicians for good performance
rather than for enacting ideologically colored policies, which is often
the case at the national level. This issue might be particularly rel-
evant for metrics such as employment or educational results, since
large economic policy changes and education policy changes are both
mostly discussed and controlled at the national level.

Measurement Issue
Lastly, it might be the case that voters interviewed in the exit polls
are not being honest when giving their answers. There could be
an effect from voters being unwilling to say that they care a lot
about taxes since this might be perceived as greedy. A compari-
son could be made to the discrepancy between measured Sweden
Democrat support and the actual election outcome, where SD re-
ceived approximately 23% higher support than in the adjusted exit
poll (SVT ValU). This does not seem to be the case though, since a
similarly sized underestimation of the share of voters who consider
taxes important still does not push tax issues to a more important
position than employment and schooling (SVT, 2014).

Informed Accountability Criteria
The four different conditions for measuring accountability that have
been discussed above are factors that we believe to be important
in any study of accountability at any level of government. For any
study to actually detect evidence of accountability, voters must use
the voting mechanism to hold politicians accountable, they must
know about changes in relevant metrics and they must attribute
those changes to the correct level of government. Finally, if an
economist is to be able to investigate this issue, the voters must
be honest about their beliefs and what they actually find to be
important performance metrics. In our study, we believe that in
particular the information requirements might not be fulfilled. This
is supported by the fact that the issue where information is most
accessible to voters, tax rate changes, has a statistically significant
effect on the vote share difference of the ruling coalition across spec-
ifications, despite not ranking particularly highly among important
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voter issues.

7.2 Connecting to Pettersson-Lidbom

In section 2.5, we reviewed how Pettersson-Lidbom (2003) found
that conditional on taxes, spending was positively related to elec-
toral success. Before drawing comparisons between our study and
that of P-L, we firstly note that differing results between our work
and that of P-L could arise from our different approaches. P-L uses
data from another time period (1974-1998) and he works under dif-
ferent assumptions of the Swedish party system and is thus able
to use a different method. He also focuses on another level of ac-
countability, power changes, meaning that his dependent variable is
probability of reelection whereas ours is change in vote share. These
factors complicate direct comparisons between our studies.

Another notable difference compared to P-L’s work is that we are
able to include the full sample of municipalities whereas P-L only
works with those he can classify as left- or right-wing rule. When
restricting our samples, we find that the municipalities that are gov-
erned by mixed coalitions seem to drive the results of our findings
with highly significant and large coefficients of the effects in this
restricted sample.

The findings themselves also show some key differences as our study
finds that taxes are the only consistently significant performance
measure that has an effect on incumbents’ vote shares while expen-
ditures largely lack significance. This holds for the full sample but
when we look at mix-rule municipalities this is no longer true. For
this restricted sample, we get results in line with P-L as, conditional
on taxes, expenditures is positively related to electoral success. This
might be due to the mixed municipalities being more unstable and
sensitive since they demand ideological compromises. As was men-
tioned previously, municipal politics are less ideological, but most of
our observations are still from either right-wing or left-wing coali-
tions.
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7.3 Limitations and Uncertainties

One potential limitation has been our lack of control over the depen-
dent variable. We have relied completely on the SKL classification
of coalition ideologies and we have not verified the accuracy of the
classification of small local parties into ideological coalitions. How-
ever, unless there is a systematic misclassification of some type of
parties this should not affect the results adversely other than by
adding noise.

Other than through the inclusion of time and time-ideology interac-
tion dummies, we have not accounted for the differences in election
coverage over different years, rather we have relied on voters finding
the same types of questions to be important over time. It might
be that voters cared about, say, school results in a year in which
the reporting was heavily skewed towards schooling to base most of
their voting decision on schooling that particular election. However,
we do not believe that this issue has affected the results here par-
ticularly, since the exit polls indicated that the issues important to
voters remained roughly the same and were ranked in approximately
the same order between elections.

Some things that have not been accounted for using the methods in
this thesis are due to the retrospective voting and split-ticket voting
issues. For example, voters punishing the coalitions while still voting
within the coalitions cannot be captured with our approach. This
case potentially arises when one party is held more accountable for
certain issues than other parties. Kiss (2009) has explored this theo-
retically when he models the possibility of coalition government and
finds that accountability becomes problematic in the case of unity
governments since it cannot be given appropriate collective incen-
tives. To incentivize government performance, voters thus make one
coalition party responsible for the outcome. This, however makes
the other coalition party interested in sabotage. There are numer-
ous real-world examples of incumbent coalitions who have managed
to come out of elections with very differing results on a party level.
In the latest UK elections in 2015 the Conservatives and Liberal
Democrats had been in a coalition government for five years but
the Conservatives were the clear winners of the election while the
Liberal Democrats were nearly wiped out from Parliament.
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Furthermore, voters might simply abstain from voting altogether if
they feel that the party they usually vote for is not living up to their
standards but are unwilling to compromise ideologically. Ideology
itself is also a factor that we do not capture the magnitude of in
this study. There are voters, plausibly a significant share of the
electorate, that will always vote for a certain side of the ideological
divide, maybe even a specific party, regardless of past outcomes
and other factors. If a voter identifies with a certain party’s core
ideology this could be more important than short term changes in
outcomes. The effect these voters have on our study is difficult
to quantify and has not been an object of study here but it likely
reduces the coefficients of the estimates when these voters do not act
retrospectively and are not affected by the outcomes of performance
measures.

It has also not been possible for us to check local election cam-
paigns for changes in coalitions or campaigning strategies before
elections. For example, some right-wing parties that were part of a
local mixed-government coalition might have opted out and started
campaigning for another coalition than the ruling one when "Al-
liansen", the national right-wing coalition was formed before the
2006 elections.

Finally, because we consider only two points in time, the election
year that a coalition is elected and the subsequent election, we have
no way of accounting for the case where voters reward parties for
behaviour in the more distant past, as was discussed at the end of
section 2.3.

7.4 Other Topics

At the beginning of this thesis, relevant concepts of accountability
were discussed using phrases such as "holding local politicians ac-
countable for their performance". Since the previous results section
as well as the following discussion below of these results are the re-
sults of a very specific econometric specification we feel the need to
connect back to the literature and ask whether the obtained results
provide answers for the research questions we posed earlier.

Firstly, is the dependent variable a good measure of accountability?
We would argue that it is, since it is the most basic and sensitive
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way of measuring electoral success or failure. Using any of the other
degrees of accountability presented in the literature review would of
course measure accountability, but with a sort of threshold, mean-
ing that they would measure accountability of such a strength as
to affect the actual rule of a municipality. Thus we consider the
dependent variable used above to be the most intuitive and suitable
available to us.

Secondly, one objection to the interpretation we have made above
is the fact that objective measures are used instead of perceived
performances. Would it not be better to try and find voters’ per-
ceptions of outcomes to use for performance measures since these
are more likely to be the actual bases for voters’ decisions? Again,
it depends on how we interpret the results. In this thesis our ob-
jective has been to find the effects of actual changes in performance
measures on the vote shares, but an interesting extension would be
to look at perceived changes and the link between perceived and
actual performance changes. It is also, given our method, not pos-
sible to discern in what way voters become informed about actual
changes in performance. Is it through their media consumption, via
government documents (such as tax returns) or does a large enough
group of voters "feel" the change directly for it to matter?

8 Conclusion

This paper has investigated whether Swedish voters hold their in-
cumbent local governments accountable by looking at the effects
of performance measures on changes in vote shares for incumbents.
The results indicate that voters hold incumbents accountable for
changes in municipal tax rates but that the other chosen indicators
of municipal performance do not have any consistently significant
effects on the electoral results for incumbents. The effect of tax
changes seems to be driven by municipalities where incumbents were
of mixed ideological composition, i.e. containing parties on both
the left and right side of the ideological divide. This finding sug-
gests that voters hold incumbents accountable for what is probably
the most visible indicator of municipal performance. The findings
also lend weight to the assumption that there is a myopic tendency
among voters, that they are indeed more affected by outcomes closer
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to elections.

8.1 Topics for Future Research

We believe there to be significant potential for continuing research
in the field of local elections and economics. Particularly interest-
ing topics lie somewhere on the borders of media research, political
science and economics and include combining the issues of media
focus, politicians’ behaviour, economic performance and voters’ re-
sponses.

The next step for us would likely have been to extend Pettersson-
Lidbom’s method to our time period to see if it would have yielded
similar results. This could be done with the degree of accountability
changed from the one used in P-L’s original study (probability of
re-election) to the one used in this thesis (vote share changes), for
comparability.

8.2 Policy Implications

If our theorizing regarding the results in the discussion above is
correct, then there are potential policy implications. Though we
do not have much to say regarding issues such as decentralization
versus centralization or the amount of government services to be
provided at each level, we have seen that the tax rate change was
the only measure to have a consistently statistically significant ef-
fect on vote share changes and also the one that we expect voters
to be best informed about. At the same time, government agencies
are building large databases with a wide variety of objective per-
formance measures. Furthermore, it must be recognized that even
if voters have a fairly large stake in elections, the amount of time
they are willing to spend is not infinite. This means that it is not
rational for voters to be perfectly informed, and perhaps not very
well informed at all.

We think that these three facts, the information necessary to make
voting decisions, the large and perhaps underused databases com-
bined with the limited time of voters might warrant a report card of
sorts, to be included with tax forms every year. These could state
changes in different measures between years and also show the tax
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filing individual’s municipality in comparison to others in the same
county and nationally.

8.3 Contribution

The contribution of this paper has been to shed some light on the
functioning of political accountability in local government, a level of
government that is often neglected in research but which is a highly
relevant part of the democratic system of government and which
in many ways plays a greater role in the lives of voters than the
national governments that scholars often focus on in their studies.
Using Swedish data we have found results that exhibit signs of some
accountability in Swedish municipalities without some of the simpli-
fying assumptions on the Swedish party system that other studies
have used. The previously unexplored accountability effect in mix-
rule municipalities is a consequence of our different approach. We
have also studied the validity of the assumptions on voters’ short-
sightedness and found them to have some merit. Furthermore, our
study has included a wider range of performance measure outcomes,
including non-fiscal measures, than most other empirical work.

We conclude this thesis by observing that our findings are in line
with those of Key (1966):"(I)n the large the electorate behaves about
as rationally and responsibly as we should expect, given the clarity
and the alternatives presented to it and the character of the infor-
mation available to it."
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10 Appendix

Figure 12: Period outcome effects on incumbent’s vote share - Left rule

Figure 13: Period outcome effects on incumbent’s vote share - Right rule
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Figure 14: Yearly outcome effects on incumbent’s vote share - Swing
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Figure 15: Yearly outcome effects on incumbent’s vote share - Left
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Figure 16: Yearly outcome effects on incumbent’s vote share - Right
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Figure 17: Yearly outcome effects on incumbent’s vote share - Mix
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Figure 18: Descriptive statistics of independent variables - Full sample

Figure 19: Descriptive statistics of independent variables - Swing sample

Figure 20: Descriptive statistics of independent variables - Left rule sample
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Figure 21: Descriptive statistics of independent variables - Right rule sample

Figure 22: Descriptive statistics of independent variables - Mixed rule sample
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