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Abstract 

INTRODUCTION: Multiple indicators of economic performance are important for public 

satisfaction with democracy, but it is uncertain at which levels different economic indicators 

have positive or negative effects on satisfaction with democracy.   

PURPOSE: The aim of this article is to determine the value ranges of key economic indicators 

that are associated with maximum and minimum levels of satisfaction with democracy.. 

METHODS: This correlational cross-sectional study aggregates over 3.2 million survey 

respondents in 147 countries between 1973 and 2016. The analysis utilises bivariate 

regressions, data visualisation, and multilevel random-effects models.   

RESULTS: Positive effects on democratic satisfaction are significant when real interest rates 

are below 3.5%, gross national savings are above 23% of gross domestic product (GDP), 

government budget balances are above -1.6% of GDP, government debt is below 30% of GDP, 

unemployment is below 5.5%, inflation is between 1.8% and 2.8%, GDP growth is above 4.2%, 

and gross national income per capita is above US$33,000.   

CONCLUSION: The indicators in this study collectively explain about a third of the variation 

in democratic satisfaction, illustrating the importance of a healthy economy and sound 

government finances. The ranges resulting from this study provide concrete guidance for public 

policy.   
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Introduction 

The aim of this study is to find the ranges of economic indicators associated with significant 

negative or positive effects on satisfaction with democracy. A key theoretical foundation for 

this work is that changes in economic conditions can cause changes in public satisfaction with 

the way democracy is working.  This is supported by a substantial body of literature examining 

how the economy affects satisfaction with democracy (Bermeo & Bartels, 2014; Friedrichsen 

& Zahn, 2014; Halla, Schneider, & Wagner, 2013; Kestilä-Kekkonen & Söderlund, 2015; Meer 

& Hakhverdian, 2017; Quaranta & Martini, 2016).  Recent financial crises and economic 

downturns enabled studies showing that these events tend to have strong negative effects on 

satisfaction with democracy (Bermeo & Bartels, 2014; Friedrichsen & Zahn, 2014; Sousa, 

Magalhães, & Amaral, 2014). One potential reason for this is that domestic political options 

can be limited by financial commitments or international markets and these limitations become 



especially acute during economic crises (Armingeon & Guthmann, 2014; Remmer, 2012).  

Most parties want to be seen as fiscally competent and responsible because management of the 

economy and government finances are often important topics during election campaigns 

(Anderson & Hecht, 2014).  Previous research demonstrates that poor economic performance 

before elections can result in a negative backlash against incumbents (Paldam, 1981; Remmer, 

2012).  

This article focuses on key indicators related to government finances, economic performance, 

income levels, monetary policy, and international trade.  These indicators include some of the 

most robust predictors of democratic satisfaction, often maintaining significance after 

controlling for electoral systems, supporting election winners, and institutional cofigurations 

(Bernauer & Vatter, 2012; Clarke, Dutt, & Kornberg, 1993; Quaranta & Martini, 2016; 

Wagner, Schneider, & Halla, 2009).  Understanding how these economic indicators affect 

satisfaction with democracy in more detail could help support political stability and avoid 

future democratic failures.   

Other studies have provided value ranges or specific findings for how economic indicators 

affect other measures of political support.  For example, Benton (2005) and Wilkin, Haller, and 

Norpoth (1997) suggest that a fall of about 1.0% to 1.4% in GDP is associated with a loss of 

about 1.4% to 1.7%  of the vote for incumbent parties.  Others have determined that per capita 

incomes above $6000 and annual economic growth above 5% were associated with longer 

democratic survival (Przeworski, Alvarez, Cheibub, & Limongi, 1996).  This current study 

aims to uncover ranges for economic indicators and how they affect satisfaction with 

democracy.  Governments and decision makers could use such knowledge to prioritise policy 

goals or allocate limited funding between competing demands. 

Government finances such as budget balances, total debt, and national savings could affect 

public satisfaction with democracy in a number of ways.  Deficits raise concerns about the 

government being able to sustain policy commitments indefinitely and the size of deficits or 

debts may restrict the scope of potential government policy options.  Citizens may express 

greater dissatisfaction when they realize that national democratic institutions are not able to 

effectively implement major economic policies or support public welfare (Armingeon & 

Guthmann, 2014).  When international organisations impose austerity measures on national 

economies it could be perceived as an erosion of democratic legitimacy, which would show up 

as lower satisfaction with democracy (Armingeon, Guthmann, & Weisstanner, 2016).  Others 

may be dissatisfied with the way debts unfairly burden future generations, or support a smaller 

limited government and view deficits as a way governments grow in size.  Drawing analogies 

with their personal finances, respondents may think high deficits increase the risk of defaulting 

on debts. Deficits may cause some people to distrust government with the management of 

public finances, but reducing deficits can shrink funding for services, increase unemployment, 

or lower economic growth.  Governments thus face ongoing challenges of balancing social 

service needs with the demands for economic performance (Lühiste, 2014).  Governments also 

have planned future expenses that do not appear in annual deficits, so surpluses could provide 

a funding needed to pay for these future commitments. Gational savings (GNS) provides a way 

to measure of the broader savings of a nation.  GNS includes business and individual savings 

in addition to government savings, so it provides a better overall measure of the national 

financial situation.  Government deficits tend to erode the government component of national 

savings, but savings can provide flexibility during economic downturns or financial crises. 

Economic performance indicators that effect satisfaction with democracy include the 

unemployment rate and economic growth.  There is an extensive economic voting literature 



showing the positive link between these indicators and political support for incumbent parties 

(Lewis-Beck & Stegmaier, 2013).  When the economy is growing and unemployment is low, 

we can expect more people to be satisfied with democracy (Armingeon & Guthmann, 2014).  

Previous studies confirm that economic growth shows positive effects on satisfaction with 

democracy (Friedrichsen & Zahn, 2014; Han & Chang, 2016; Kestilä-Kekkonen & Söderlund, 

2015), while national unemployment rates shows negative effects (Clarke et al., 1993).  

Individual level models similarly show that being unemployed is often negatively associated 

with democratic satisfaction (Anderson & Singer, 2008; Bernauer & Vatter, 2012).  

Unemployment is perhaps one of the strongest economic predictors because it can matter more 

than economic growth, inflation, and GDP per capita, although priorities may differ between 

socioeconomic groups (Friedrichsen & Zahn, 2014). 

Monetary policy can affect satisfaction with democracy via indicators such as the inflation and 

real interest rate (Armingeon & Guthmann, 2014; Clarke et al., 1993; Diaz-Serrano & 

Rodríguez-Pose, 2012).  The policy of maintaining low levels of inflation is aimed at ensuring 

price stability and economic growth.  Inflation can encourage spending or investing because 

savings usually lose value if interest rates are lower.  High interest rates reduce money available 

for consumption, which could reduce satisfaction with democracy (Armingeon & Guthmann, 

2014).  If inflation gets too high and exceeds wage growth, then people tend to have less money 

to spend.  This could lead to higher inflation being associated with lower levels of democratic 

satisfaction (Clarke et al., 1993), but some positive findings suggest further inquiry into the 

effects of inflation is needed (Halla et al., 2013). 

Income levels should be associated with democratic satisfaction. Good personal finances and 

higher incomes tend to show positive associations for satisfaction with democracy at the 

individual level (Anderson & Guillory, 1997; Anderson & Singer, 2008; Bernauer & Vatter, 

2012; Kornberg & Clarke, 1994; Waldron-Moore, 1999; Wells & Krieckhaus, 2006).  At the 

national level, countries with higher incomes should generally be able to afford better quality 

public services and infrastructure (Kestilä-Kekkonen & Söderlund, 2015; Quaranta & Martini, 

2017).  Studies using GDP per capita to measure average incomes sometimes produce 

insignificant results (Friedrichsen & Zahn, 2014; Han & Chang, 2016), so the current study 

uses gross nation income (GNI) per capita.  This indicator includes net income received from 

overseas, making it a more accurate measure of average income levels.   

International trade is another potential source of dissatisfaction with democracy and measured 

with indicators such as the balance of trade and trade volume (Remmer, 2012).  Higher trade 

volumes, which combines both exports and imports, suggest a country is well integrated into 

the international economy.  This means its citizens are likely to benefit from the advantages of 

the division of labour, economies of scale, and more diverse availability of goods and services.  

Participating in trade allows countries to benefit from their comparative advantage and raise 

standards of living, but trade volume does not allow use to distinguish between the effects of a 

trade deficit or surplus.  A negative balance of trade is a deficit and occurs when imports exceed 

exports, while a trade surplus occurs when exports exceed imports.  Trade deficits can benefit 

respondents with lower consumer prices, although respondents who are national producers 

competing with international imports may view trade deficits unfavourably.   Sustaining trade 

deficits over long periods is likely to have negative effects because it essentially means the 

country is exporting wealth, which is why governments often pursue policies aimed at creating 

or increasing trade surpluses, which can benefit respondents by increasing wealth, raising 

standards of living, and providing employment to produce exports.  However, having 



substantial portions of the economy and economic growth depend upon exports makes a 

country more vulnerable to international economic changes. 

Data and Methods 

Dependent Variable 

The dependent variable in this study is public satisfaction with the way national democracy 

works.  This a diffuse measure of political support that correlates with other more specific 

measures, but there is disagreement about what exactly it measures (Canache, Mondak, & 

Seligson, 2001).  It is being used here not to measure support for the principle of democracy, 

but rather how the overall democratic system is functioning in practice (Linde & Ekman, 2003).  

Data comes from 3.2 million respondents in 143 countries between 1973 and 2016.  This data 

is available in the first release of Human Understanding Measured Across Nations (HUMAN) 

Surveys, which formats and merges different sources of public opinion data (Klassen, 2018).  

These surveys aim to take a nationally representative sample of the adult population by 

randomly selecting respondents from the population.  Table 1 summarises the survey sources, 

but Appendix 1 contains the specific rounds or years of surveys used in this study, most of 

which include multiple countries.  Altogether these sources provide 2,773 country-survey 

observations for public satisfaction with democracy with an average of 1187 respondents for 

each observation.  Acronyms are used in the following table for the Consolidation of 

Democracy in Central and Eastern Europe (CDCEE) and the International Social Survey 

Programme (ISSP). 

Table 1: Dependent variable sources with number of country-survey observations 

  
AfroBarometer (134) CDCEE (25) 

AmericasBarometer (140) EuroBarometer (1244) 

ArabBarometer (17) European Social Survey (171) 

AsiaBarometer (41) European Values Study (77) 

AsianBarometer (27) ISSP (186) 

Australian Election Study (8) LatinoBarometer (319) 

Candidate Countries EuroBarometer (52) New Europe Barometer (30) 

Central and Eastern EuroBarometer (10) Voice of the People (121) 

Comparative Study of Electoral Systems (125) World Values Survey (46) 

  

Using multiple survey sources often requires contending with similar questions that use 

different answer scales.  Fortunately, satisfaction with democracy is one of the most consistent 

items across different surveys.  About 93% of surveys in this study uses a four-point answer 

scale to the following question: Overall, how satisfied are you with the way democracy works 

in this country?  Not at all satisfied, not very satisfied, fairly satisfied, and very satisfied.  There 

are minor variations in the wording of the question, such as whether it specifies ‘the country’, 

‘your country’, or names the country.  Possible answers also differ somewhat, with the 

following being the most common variation: very dissatisfied, somewhat dissatisfied, 

somewhat satisfied, very satisfied.  About 4% of satisfaction with democracy questions use 

five-point answer scales with a midpoint for respondents to indicate they are neither unsatisfied 

nor satisfied.  The remaining 3% of surveys use three, six, ten, or eleven-point answer scales. 

To create the dependent variable used in this study, the answer scales of the different survey 

items were first rescaled to range from 0 to 100 and then averaged within each country-survey 



observation to create country-survey scores.  This produces a scale ranging from 0 representing 

the lowest level of satisfaction to 100 representing the highest. The approach helps make more 

meaningful comparisons between country-survey observations, but different survey designs 

and sampling methods mean we must be cautions when interpreting specific country-survey 

scores.  Country-survey scores are suitable for analysing general patterns in aggregate, but 

perhaps not as reliable when making specific comparisons between different survey sources, 

especially if the two sources use different original answer scales.  Figure 1 displays a histogram 

of rescaled and averaged country-survey scores as well as a map showing the density of 

corresponding country-survey observations. 

 

 

 

 
 

Figure 1: Satisfaction with democracy histogram displays frequency distribution of country-survey 

scores with normal curve.  Heat map shows the number of surveys per country. 

Independent Variables 

The ten independent variables in this study measure key aspects of the national economy and 

government finances.  The original values of these variables range widely in terms of skewness, 

kurtosis, mean scores, and standard deviations, so they were transformed to percentiles.  This 

made the independent variables into ordinal variables with integer values ranging from 1 to 

100, with about 1% of original values in each percentile group.  This gives the variables normal 

distributions, allows more meaningful comparisons between variables, and makes results easier 

to interpret.  Percentile variables are also used to construct the Boolean variables representing 

specific ranges of the original values. The original variables were then used to determine these 

ranges in their original values. 

Seven variables come from the World Development Indicators database (World Bank, 2017).  

Total Government Debt represents outstanding financial obligations to others as a percentage 



of GDP. Balance of Trade represents exports minus imports of goods and services as a 

percentage of GDP.  Trade Volume represents the sum of exports and imports as a percentage 

of GDP.  Gross National Income (GNI) per capita represents the annual income claimed by 

residents and for this study is calculated in international dollars using purchasing power parity 

(PPP) rates.  GDP Growth is the annual percentage change in value of GDP based on constant 

local currency.  Inflation Rate represent the annual percentage change in the cost to an average 

consumer for a fixed basket of goods and services.  Real Interest Rate represents the interest 

rate received by lenders after adjusting for inflation. 

The remaining three variables come from the World Economic Outlook database (IMF, 2017).  

Government Budget Balance represents government revenues minus expenditures as a 

percentage of gross domestic product (GDP).   Gross National Savings represents the total 

personal, business, and government savings as a percentage of GDP.  Unemployment Rate 

represents either the unemployed as a percentage of the labour force or as a percentage of 

people available and willing to work.   

Methods 

The primary methods are multilevel regression models as recommended (Wells & Krieckhaus, 

2006), supplemented with analyses of scatter plots, bar charts, pairwise correlations, and linear 

regressions.  All analysis methods use country-survey satisfaction with democracy scores as 

the dependent variable.  Most analysis methods use percentile versions of economic indicators 

as the independent variables, with the main exception to this being when Boolean variables are 

used to represent economic indicator ranges.  The final ranges used in the last set of multilevel 

models were determined by analysing results from the other methods and running exploratory 

models to confirm which ranges had the strongest and most significant effects.  The overall 

approach was to move from simple bivariate analysis to multivariate analysis before 

confirming economic indicator ranges using multilevel models. 

The first four methods are useful for determining the direction, significance, availability, and 

strength of economic indicators for satisfaction with democracy.  The first method uses scatter 

plots with linear fit lines to determine whether economic indicators have overall positive or 

negative effects.  Scatter points represent country-survey scores while linear fit lines include 

99% confidence interval ranges.  The second method uses pairwise correlations to determine 

if these relationships are significant and display the availability of matching economic indicator 

observations.  The third method uses bivariate linear regressions to provide additional 

information about the strength of economic indicator effects.  These models use robust standard 

errors and their results are displayed alongside pairwise correlations. The fourth method uses 

multilevel multivariate models to analyse the effects of economic indicators when controlling 

for each another.  These are two-level random-intercept models using robust standard errors.  

The different economic indicators do not match enough dependent variable observations to 

include them all in one model.  Two models (A and B) were constructed based on the 

availability of data to ensure each included at least 1000 country-survey observations. These 

first four methods cannot tell us what values that have the strongest and most significant effects 

on satisfaction with democracy scores. 

The remaining methods, including those displayed in Appendix 2, are used to determine value 

ranges with negative or positive effects.  The most useful of these methods graphs the 

coefficients from 90 multilevel bivariate models for each economic indicator.  The Boolean 

independent variable in each of these models represent the five percentiles above and below 

each percentile point.  This means that bars represent coefficients for about 11% of independent 



variable cases centred around each percentile.  The bars are then shaded depending on the 

significance level of these coefficients, with darker shades representing higher levels of 

significance.  Analysing these bar charts provides a visualization of the direction, strength, and 

significance of different economic indicator effect at different values.  Although this was the 

main method for determining economic indicator value ranges, the other methods summarised 

in Appendix 2 provided additional insight.  The final method was to use multilevel multivariate 

models to test the significance and strength of these value ranges.  Repeated rounds of 

refinement using exploratory models helped clarify the ranges with the strongest and most 

significant negative or positive effects on satisfaction with democracy scores.  Additional 

robustness confirmation models revealed comparable results whether using linear or multilevel 

models, separate or combined cross-national surveys, and a range of additional control 

variables.  In other words, a variety of different models consistently showed similar results and 

the relationships maintained significance across numerous iterations of the models. 

Results 

The first set of results help determine the direction of the relationships between each economic 

indicator and satisfaction with democracy.  Figure 2 scatter plots use percentile versions of 

each economic indicator and display grey 99% confidence intervals areas along with black 

linear fitted lines.  These provide a visual guide to determine the direction of each economic 

indicator relationship.  Based on the plots in Figure 2, satisfaction with democracy scores tend 

to increase with government budget balances, gross national savings, balances of trade, trade 

volumes, GNI per capita, and GDP growth.  Satisfaction with democracy scores tend to 

decrease as total government debts, unemployment rates, inflation rates, and real interest rates 

increase.  These findings are in the expected directions, but scatter plots do not provide 

information about the significance or strength of relationships. 
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Figure 2: Scatter plots with linear fit lines and 99% confidence intervals.  Horizontal axes represent 

percentiles of each economic indicator.  Vertical axes represent country-survey scores for satisfaction 

with democracy. 

Pairwise correlations and linear regressions 

The next stage of enquiry uses bivariate analysis to determine the significance, availability, 

and explanatory strength of different economic indicators.  Table 2 displays pairwise 

correlations and linear regressions for economic indicators and satisfaction with democracy.  

The patterns of positive and negative coefficients confirm the directions of the relationships 

outlined in Figure 2.  Total government debt, unemployment rate, inflation rate, and real 

interest rate again show negative effects on satisfaction with democracy, while the other 

indicators show positive effects.  We can now see these relationships are statistically significant 

and how many observations match with the dependent variable, which will be important when 

constructing multivariate models to maximise included observations.  We can now start to 



analyse the relative explanatory strength of different economic indicators because all results 

were generated using percentile versions of these variables.  Based on coefficients and R-

squared values in Table 2, GNI per capita shows the strongest positive relationship and the 

unemployment rate shows the strongest negative relationship.  Gross national savings, 

government budget balance, and balance of trade show moderately strong and positive effects.  

Inflation rate, real interest rate, GDP growth, trade volume, and total government debt show 

weaker effects, but they are still highly significant.  These bivariate results do not account for 

other factors however, which is why the next step moves to multivariate analysis. 

Table 2: Pairwise correlations and linear regressions with satisfaction with democracy 

                
 Correlations Regressions 

 C P O C SE P R2 

        

Government Budget Balance 0.254 0.000 1,943 0.106 0.009 0.000 0.064 

Total Government Debt -0.116 0.000 1,030 -0.048 0.014 0.000 0.013 

Gross National Savings 0.278 0.000 2,078 0.117 0.009 0.000 0.077 

Balance of Trade 0.227 0.000 2,534 0.098 0.009 0.000 0.052 

Trade Volume 0.123 0.000 2,534 0.053 0.008 0.000 0.015 

Unemployment Rate -0.393 0.000 1,948 -0.163 0.009 0.000 0.154 

GNI per capita 0.352 0.000 2,234 0.134 0.010 0.000 0.093 

GDP Growth 0.139 0.000 2,552 0.060 0.009 0.000 0.019 

Inflation Rate -0.173 0.000 2,431 -0.075 0.009 0.000 0.029 

Gini Coefficient -0.194 0.000 1,109 -0.087 0.013 0.000 0.038 
        
Table includes two sets of bivariate results using country-survey satisfaction with democracy scores as 

the dependent variable. The first three columns show coefficients (C), significance p-values (P), and 

number of observations (O) for pairwise correlations. The last four columns show coefficients (C), 

robust standard errors (SE), significance p-values (P), and R-squared measures (R2) for linear 

regressions. 

Multilevel Models using Percentiles 

The third set of results analyses economic indicators in relation to as many others as possible 

using two models, A and B.  The models were constructed based on the availability of matching 

data to ensure at least 1000 observations per model.  Including all variables in one model 

reduced the number of country-survey observations and removed the variation necessary to test 

economic indicator effects on satisfaction with democracy.   

Results in Table 3 analyse the effects of percentile versions of the independent economic 

indicator variables using two-level random-intercept models and robust standard errors.  The 

variables maintain conventional levels of significance after controlling for the other included 

variables, although balance of trade almost reaches a p-value of .100 and its relationship has 

reversed directions to become negative.  Other variables all maintain the same relationship 

directions as displayed in Figure 2 scatter plots and bivariate analysis in Table 2.  Once again 

total government debt, inflation rate, real interest rate, and unemployment rate show negative 

effects on public satisfaction with democracy.  Based on coefficient sizes, GNI per capita and 

unemployment rate still maintain strong relationships, but now the relationships for total 

government debt and GDP growth have increased in strength after controlling for the other 

included factors.  Changes in the relative explanatory strength of some indicators and a reversal 



of direction for balance of trade suggest a need for further analysis.  The results in Table 2 are 

also not exceptionally helpful or specific enough for guiding public policy, so we need forms 

of analysis that measure the effects of different values of each economic indicator. 

Table 3: Satisfaction with democracy using percentile variables 

        Model 1A Model 2A 
 C SE P C SE P 

       
Total Government Debt -0.105 0.023 0.000    

Balance of Trade -0.032 0.020 0.097    

GDP Growth 0.097 0.016 0.000    

GNI per capita 0.182 0.026 0.000    

Inflation Rate -0.027 0.014 0.046    

Trade Volume    0.057 0.024 0.016 

Real Interest Rate    -0.034 0.014 0.019 

Unemployment Rate    -0.077 0.018 0.000 

Gross National Savings    0.036 0.019 0.057 

Government Budget Balance    0.054 0.017 0.001 
       

Country-Surveys 1,010   1,444   

Countries 67   83   

Wald Chi2 168.6   155.5   

Degrees of Freedom 5   5   

Log pseudolikelihood -3386.8   -4945.7   

              
Random-intercept models with robust standard errors.  Columns show multilevel regression coefficients 

(C), robust standard errors (SE), and significance p-values (P). Dependent variable: country-survey 

satisfaction with democracy scores.  Economic indicators in percentiles.   

Centred on Percentile Bar Charts 

The fourth set of results graph the strength and significance of effects on satisfaction with 

democracy. Several different techniques were used to gain a better understanding of the 

selected economic indicators, with Figure 3 showing results from the most insightful 

approach.1  Each figure visually summarises ninety bivariate multilevel regressions using 

different values of the independent economic indicator variables.  The variables used in these 

regressions were created by combining 11 percentiles centred around each percentile.  In other 

words, the bars at each percentile point along the horizontal axes represent a regression using 

that percentile combined with the five percentiles above and below that point.  Figures omit 

bars for the first and last five regressions because they include five or less percentiles and are 

less reliable. The darker the bar the more significant the relationship at that point.  Results in 

Figure 3 were used to help understand how economic indicators affect satisfaction with 

democracy at different levels of those indicators.  The figures use percentiles so it was 

necessary to check back with the original variables to find the original values that explain these 

                                                 

1 See Appendix 2 for other analysis methods 



results in more meaningful terms.  The following explanations of the results use original 

variable values corresponding to percentiles displayed in Figure 3.   

Government budget balance has weakly negative effects below about -2.5%.  Annual deficits 

greater than about 2.5% tend to have negative effects on public satisfaction with democracy 

and deficits over about 7.5% of GDP produce increasingly stronger negative effects.  The 

effects are positive and significant when government budget balances are -1.5% or higher, and 

there is a stronger positive effect with budget surpluses of about 0.5% or greater.  The larger 

the budget surplus, the more significant and stronger the positive effects on satisfaction with 

democracy.  Total government debt is positively associated with democratic satisfaction when 

below about 33% of GDP and starts to produce negative effects over about 66% of GDP.  The 

strongest negative effects occur when total government debt is above about 80% to 100% of 

GDP.  Gross national savings shows mostly insignificant effects below about 21% of GDP, but 

the effects are positive and increasingly significant above about 22% of GDP, with the 

strongest positive effects occurring above about 31% of GDP.   

Balance of trade demonstrates weak effects overall, but there are significant positive effects 

when imports exceed exports by about 10% or more.  Negative effects start becoming evident 

when imports exceed exports by less than 8.8% of GDP.  Trade volume produces negative 

effects when below about 46% of GDP or above about 67% of GDP.  The findings suggest 

trade volumes produce positive effects when between about 48% and 54% of GDP.   

Inflation rate produces positive effects between about 1.7% and 2.7%, with significant and 

stronger negative effects occurring above about 11.4%.  On the low end, there are not as many 

observations to make reliable predictions, but deflation or very low inflation rates appear to 

produce the negative effects.  Real interest rate produces positive effects below about 3% and 

start to produce increasingly negative effects above about 5.6%, with the strongest and most 

significant negative effects occurring above about 13.2%. 

Unemployment rate effects are increasingly positive and significant below about 5.5% and 

increasingly negative and significant above about 11.3%.  GNI per capita produces negative 

effects below about $2900 and increasingly positive and significant effects above about 

$33,000, with the strongest and most significant positive effects occurring above about 

$39,000.  GDP growth produces the strongest negative effects when growth is -0.7% or lower, 

but there are some weakly significant negative effects when growth is below about 1.9%.  GDP 

growth produces significant positive effects above about 3.6%, with the strongest and most 

significant positive effects occurring above about 6.7%.  

Findings from the two sets of percentile bar charts provide valuable guidance for public policy 

decisions, but we must return to multivariate models to confirm the uncovered ranges maintain 

significance after controlling for other economic factors. 
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Figure 3: Multilevel bivariate regression coefficients using variables combining five percentiles above 

and five percentiles below each point. Positive or negative coefficients indicate the effect of this range 

of values on satisfaction with democracy scores.  Darker bars represent higher levels of significance, 

with the lightest shade indicating a lack of significance. 

Multilevel Models using Boolean Range Indicators 

Two concluding sets of results use Boolean indicators representing the value ranges found to 

have the most positive and negative effects on satisfaction with democracy scores.  The value 

ranges are based on analysing Figure 4 results and additional methods displayed in Appendix 

2.  The models in Table 4 test the most positive ranges, while the models in Table 5 test the 

most negative ranges.  Looking first at the positive effects, government debt below 30% of 

GDP, imports at least 10% of GDP higher than exports, GDP growth above 4.2% annually, 

GNI per capita above $30,000 annually, inflation between 1.8 and 2.8%, trade volumes over 

87% of GDP, real interest rates below 3.5% annually, unemployment rates below 5.5% of the 



workforce, gross national savings above 23.3%, and government budget deficits lower than 

1.6% GDP are show positive effects satisfaction with democracy.  Table 4 provides some 

guidance on economic indicator ranges to be aiming for to increase satisfaction with 

democracy, but it is not as specific about which value ranges to avoid. 

Table 4: Ranges with strongest positive effects on satisfaction with democracy  
       

 Model 1B Model 2B 
 C SE P C SE P 
       

Debt < 30% 2.555 1.184 0.031    

Balance of Trade < -10% 4.404 1.413 0.002    

GDP Growth > 4.2% 3.563 1.017 0.000    

GNI per capita > $33,000 3.981 0.930 0.000    

Inflation 1.8% to 2.8% 1.322 0.567 0.020    

Trade Volume > 87%    2.485 1.390 0.074 

Interest < 3.5%    2.291 0.650 0.000 

Unemployment < 5.5%    3.011 0.668 0.000 

National Savings > 23.3%    2.458 0.752 0.001 

Budget Balance > -1.6%    3.376 0.679 0.000 
       

Country-Surveys 1,010   1,444   

Countries 67   83   

Wald Chi2 80.6   140.4   

Degrees of Freedom 5   5   

Log pseudolikelihood -3450.3   -4983.2   

              
Two-level random-intercept models and robust standard errors using satisfaction with democracy scores 

as the dependent variable and Boolean variables for economic indicator ranges as independent 

variables.  Columns show multilevel regression coefficients (C), robust standard errors (SE), and 

significance p-values (P). 

Table 5 shows results for Boolean variables representing economic indicator values with the 

strongest negative effects on satisfaction with democracy scores.  It shows strong negative 

effects on satisfaction with democracy scores when government debt is above 81% of GDP, 

balance trade above -8.8% of GDP, annual GDP growth is negative, GNI per capita is below 

$9,300 international dollars using PPP rates, the annual inflation rate is above 11.4%, trade 

comprises less than 46.3% of GDP, the real interest rate is over 5.6%, unemployment is over 

12% of the workforce, gross national savings is below 20%, and the budget deficit is greater 

than 7.5% of GDP. 



Table 5: Ranges with strongest negative effects on satisfaction with democracy         
 

Model 1C Model 2C 
 

C SE P C SE P 
       

Debt > 81%  -6.137 1.432 0.000 

   

Balance of Trade > -8.8% -2.934 1.107 0.008 

   

GDP Growth < 0.0% -4.347 1.479 0.003 

   

GNI per capita < $23,100 -3.231 0.861 0.000 

   

Inflation > 11.4% -4.350 1.461 0.003 

   

Trade Volume < 46.3% 
   

-2.965 0.792 0.000 

Interest > 5.6% 
   

-2.602 0.614 0.000 

Unemployment > 12% 
   

-3.653 0.844 0.000 

National Savings < 20% 
   

-1.924 0.748 0.010 

Budget Balance < -7.5% 
   

-3.349 1.110 0.003 
       

Country-Surveys 1,010 
  

1,444 
  

Countries 67 
  

83 
  

Wald Chi2 87.2 
  

146.9 
  

Degrees of Freedom 5 
  

5 
  

Log pseudolikelihood -3436.5 
  

-4982.9 
  

       

Discussion 

The aim of this study was to uncover value ranges of economic indicators with the strongest 

significant effects on public satisfaction with democracy.  Assuming that higher levels of 

satisfaction with democracy are desirable, Table 6 provides a summary of the value ranges 

found to have the strongest positive and negative effects.  Values outside the provided ranges 

generally have much weaker or insignificant effects.  These findings have implications for the 

management of government finances, economic performance, monetary policy, and 

international trade.  Monitoring economic indicators to keep them from having negative effects 

on satisfaction with democracy could improve the economic wellbeing of citizens, and help 

incumbents stay in office.  A substantial literature on economic voting demonstrates the 

importance factors such as unemployment, inflation, and economic growth for electoral 

choices (Lewis-Beck & Stegmaier, 2000, 2013). 



Table 6: Summary of strongest positive and negative effects on public satisfaction with democracy 

    
 Positive Effects Negative Effects 

   
Government Budget Balance (% of GDP) Above -1.6% Below -7.5% 

Total Government Debt (% of GDP) Below 30% Above 81% 

Gross National Savings (% of GDP) Above 23.3% Below 20% 

Balance of Trade (% of GDP) Below -10% Above -8.8% 

Trade Volume (% of GDP) Above 87% Below 46.3% 

Unemployment Rate (% of workforce) Below 5.5% Above 12% 

GNI per capita (International $, PPP) Above $33,000 Below $9,300 

GDP Growth (Annual %) Above 4.2% Below 0.0% 

Inflation Rate (Annual %) 1.8% to 2.8% Above 11.4% 

Real Interest Rate (Annual %) Below 3.5% Above 5.6% 

   

Findings for government finances imply that satisfaction with democracy scores tend to be 

higher when national debts are sustainable, government budgets are balanced, and the economy 

as a whole is saving more than spending.  High government debt or budget deficits restrict 

policy options and make the country more vulnerable to changes in international economic 

conditions.  Such circumstances effectively remove some control from national governments, 

which could be reflected in lower public satisfaction with the way democracy works 

(Armingeon & Guthmann, 2014; Remmer, 2012). Sustainable debt and deficit levels the 

government has more options for countering economic downturns and financial crises so 

citizens are unlikely to endure austerity measures.  Results from this study suggest that 

incumbent governments would improve their chances of re-election if they keep total debts 

low, balance their budgets, and save more than they spend. This does not necessarily mean 

people lose support for democracy during troubles times, since support can rise in times of 

economic crisis when satisfaction is falling (Cordero & Simón, 2016; Graham & Sukhtankar, 

2004).  Falling levels of satisfaction could reflect discontent regarding deteriorating economic 

conditions rather than democracy as a system of government (Linde & Ekman, 2003).  

The findings for international trade indicators suggest that too little trade is bad for democratic 

satisfaction and being a wealthy net importing nation tends to be associated with greater 

satisfaction.  This suggests that countries that export more than they import experience negative 

effects of public satisfaction with democracy.  A possible explanation is that net-exporting 

countries are more exposed to international influences and global economic effects that are 

beyond the control of national governments.  Exporting countries could have less control over 

the factors affecting their national economic health and performance, which could be reflected 

in lower democratic satisfaction levels.  It could also be that countries importing more goods 

have cheaper consumer prices, which could increase public satisfaction levels. 

Regarding monetary policy, findings show that low interest rates and minimal inflation produce 

the strongest positive effects. Unlike other variables examined in this study, inflation has a 

range above and below which tend to be associated with negative effects.  This is probably 

because deflation (negative inflation) means prices are falling, which incentivises consumers 

to postpone spending, decreasing demand, leading to further deflation, and potentially a 

recession and higher unemployment.  In other words, very low or negative inflation values are 

associated with a poor economic conditions.  Deflation also increases the real interest rate, 

which increases the cost of borrowing money, which means people with outstanding loans may 

have less disposable income.  At the other end, very high levels of inflation generally mean 

things are getting more expensive at a faster pace than wage growth, translating into declining 

standards of living.  Inflation and the real interest rates thus act as proxies for the overall health 



and direction of the national economy, which in turn affects public satisfaction with 

democracy. 

The implications of this study are that public satisfaction with democracy is strongly affected 

by economic performance.  GNI per capita and unemployment have the most explanatory 

power of all variables included in this study.  GNI per capita displays the strongest and most 

significant positive effects when about $33,000 or more, giving wealthy countries a boost in 

public satisfaction with democracy from their generally higher standards of living.  Previous 

studies have suggested that citizens may be more likely to support economic integration within 

the European Union when GDP per capita is higher (Allam & Goerres, 2011).  There is not 

much of an independent negative effect for having GNI per capita until it gets lower than about 

$9,300, but the negative effects may be even stronger at levels lower than about $3,700.  These 

values align with previous research showing comparably low levels to be associated with 

democratic regime failure (Przeworski & Limongi, 1993). Countries around this lower income 

range are likely to have considerably lower standards of living and often fragile democratic 

traditions.   

GDP growth and the unemployment rate have relatively consistent linear relationships with 

democratic satisfaction scores.  This means incremental increases in the employment rate and 

GPD growth tend to be associated with significant positive effects at all levels of these 

independent variables.  The strongest jump in satisfaction levels occur when moving from 

negative to positive GDP growth, with marginal increases having less and less positive effect 

as growth levels increase.  Keeping unemployment below about 5.5% of the workforce also 

appears to be where the biggest positive effects occur.  In general, the findings indicate that 

positive GDP growth and close to natural unemployment rates produce are associated with 

higher levels of democratic satisfaction.     

In summary, this study attempted to define the ranges of key economic indicators that affect 

satisfaction with democracy both positively and negatively. Knowing which economic 

indicators positively or negatively affect satisfaction with democracy is useful, but knowing 

the levels at which those effects are significant and strongest is perhaps more useful.  The 

findings of this study should be useful for politicians, public policy makers, and anyone 

interested in the links between the economy and political support.  Future research projects will 

hopefully refine or confirm the ranges using different methods and sources of data.  Additional 

research projects could also expand the analysis to additional dependent variables such as trust 

in government or examine the effects of other key economic indicators.  This kind of cross-

survey cross-national research is not without its challenges.  The biggest potential problem is 

perhaps that the different survey sources use different sampling and survey methods.  This 

erodes the reliability of findings and introduces potentially systematic biases.  The diversity of 

county-survey cases provides enough variation to minimise these effects, but it would be 

helpful if the different ongoing cross-national surveys efforts could coordinate their activities 

more closely to make data more reliably comparable.  There exists a tremendous opportunity 

for answering numerous questions simply because of a lack of appropriate evidence.  For many 

of these questions, the evidence is there but it is based on different collection methods and 

unnecessarily complicated to access. 
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