WORKING PAPER

Government Popularity and the Economy

First Evidence from German Micro Data

by
Soren Enkelmann

University of Lineburg
Working Paper Series in Economics

No. 274

May 2013

www.leuphana.de/institute/ivwl/publikationen/working-papers.html

ISSN 1860 - 5508



JEL:

GOVERNMENT POPULARITY AND THE ECONOMY *

First Evidence from German Micro Data

(Revised version: February 14, 2013)

Soren Enkelmann
Leuphana University Liineburg’

Abstract
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show that a positive assessment of the economy significantly improves government popular-
ity while negative evaluations decrease satisfaction with the government. Voters take the
(current and expected) national and personal economic situation into account. We find no
evidence for a grievance asymmetry, i.e. voters punish the government for a bad economy but
also reward them in good times. Finally, we show that popularity functions are only very
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1 Introduction

Vote and popularity (VP) functions describe the relationship between public support for the
government and the economy. Understanding this relationship is not only of vital importance to
politicians and political scientists, but also to (political) economists as VP functions are essen-
tial building blocks in politico-economic models (e.g. Frey and Schneider, 1978a,b). Moreover,
political support functions can be used to approximate social welfare functions (Smyth et al.,
1991; Paldam, 2008) and to predict election outcomes (Sigelman, 1979). Micro-level studies help
to analyze individual voting behavior and assess issues like voter rationality which is a crucial

assumption in many theoretical models.

Table I Classification and seminal papers of vote and popularity functions

popularity function vote function
macro level Mueller (1970) Kramer (1971)
micro level Fiorina (1978)

The large body of literature in this area can be divided along two major lines: the level
of aggregation (macro vs micro) and the object of investigation (vote vs popularity). Table I

illustrates this classification.!

However, even after forty years of research our understanding of
VP functions is quite limited and “very little is cut and dried in the field” (Paldam, 1991). With
respect to vote functions, micro-level data has been used to dig deeper into the intricate rela-

tionship between voting (or vote intention) and the economy, but — to the best of our knowledge

— there is only one single study that explores popularity functions at the micro-level.?

1Vote and popularity functions have been estimated for many countries and time periods and it is virtually
impossible to discuss the extensive body of research in an article like this. Excellent overviews are given by Lewis-
Beck and Paldam (2000), Lewis-Beck and Stegmaier (2000, 2007) and Paldam (2008). Berlemann and Enkelmann
(2012) survey and discuss the large field of popularity functions for the United States.

?Hesli and Bashkirova (2001) study public support for Russian presidents between 1991 and 1999. However,
there is no such study for any Western country.



With respect to Germany, the literature on VP functions has majorily taken place at the
macro level (Frey and Garbers (1972), Kirchgéssner (1974), Kirchgéssner (1985, 1986), Kirchgéss-
ner (1991), Feld and Kirchgéssner (2000), Batool and Sieg (2009)). Most authors find a signifi-
cant effect of economic conditions on government popularity, but the relationship sometimes gets
“lost” (Kirchgéssner, 2009). There are also a number of German political scientists that estimate
vote functions at the micro level (e.g. Maier and Rattinger, 2004; Kellermann and Rattinger,
2006; Rattinger and Steinbrecher, 2011). Likewise, their findings about the impact of economic
conditions are mixed. While Maier and Rattinger conclude that the economy plays only a “minor
role”, Rattinger and Steinbrecher find the economy to be “an important factor”.?

In this study we estimate a micro-level popularity function for the case of Germany. Using

GGSS (ALLBUS) surveys for several years, we try to shed light on the following questions:

Q1: To what extent, if at all, does the economy affect government popularity? Given the
inconclusive results for popularity functions at the macro level, this question is not trivial.
However, we expect a good economy to have a positive effect on government popularity,

and vice versa.

Q2: Do voters react symmetrical to positive and negative economic situations? The idea that
voters punish governments for bad outcomes without rewarding them for positive achieve-
ments has entered the literature as the grievance asymmetry hypothesis going back to

Mueller (1970).

Q3: Are voters retrospective (backward-looking) or prospective (forward-looking) when it comes
to evaluating government performance? The bankers-peasants controversy is one of the
unsettled questions in the field (Paldam, 2008, p. 563) and has important implications for

the modeling of voters in politico-economic models.

31In a related study, Norpoth and Gschwend (2010) use government popularity to predict election outcomes in
Germany.



Q4: Are voters sociotropic or egotropic? The question whether the economic situation of the
nation or the personal economic situation plays a larger role is also not clear. It should be
expected that the rational voter is concerned with her own pocketbook, but most studies

find a large sociotropic component.*

Q5: Are popularity functions a reasonable proxy for vote functions? This is a crucial question
since for many researchers the vote is the “variable of ultimate interest” (Lewis-Beck and
Stegmaier, 2000, p. 188) as it most directly affects the political scene in modern democra-
cies. Due to the small number of elections, however, popularity functions are used to proxy
the vote function and make up the larger part of the literature. Today, vote and popu-
larity functions are often mentioned in one breath although there are several conceptional

differences which we will discuss in more detail below.

The remainder of the paper is structured as follows: Section 2 presents some theoretical
considerations. Section 3 desribes the data. Section 4 presents the empirical results and discusses

questions Q1 through Q5. Finally, Section 5 concludes.

2 Some Theoretical Considerations

To begin with, it must be noted that there is no unified and all-encompassing theory that explains
individual public support. There are three major theories of voting behavior: the sociological
model (Lazarsfeld et al., 1944), the psycho-social model (Campbell et al., 1960), and the rational
choice approach (Downs, 1957). The literature on economic voting, though primarily empirical
in nature, was heavily influenced by the latter.

Likewise, the theoretical foundation for our analysis can largely be found in the seminal contri-

bution of Downs (1957, ch. 3), whose work is based on ideas of Schumpeter (1942). The Downsian

ne

4 According to a survey by Paldam (2008), questions Q2 through Q4 represent unsettled (
issues in the field. In the German context, evidence is even less clear.

controversial"’)



“Basic Logic of Voting” assumes rational voters who maximize their expected stream of utility
E(U},,) from party i = A, B, respectively. As the expected party differential, E(U# ,)—E(UE,),
is unknown in period ¢, however, rational voters use information on the current performance to
get an idea about how the incumbent party will perform in the future. The voting decision of
rational voters, thus, depends on the current party differential, U2 — E(UF).5

Following this logic and assuming that voters hold the incumbent government responsible
for economic outcomes, public support should rise and fall with the stance of the economy. We
should, thus, find a relationship between government support and the economy (Q1). This basic
logic is known as the punishment-reward mechanism according to which the voter acts as a “god
of vengeance and of reward” (Key, 1964).

With respect to the question of retrospective or prospective voting behavior (Q3), the Down-
sian model also provides theoretical guidance. Although voters are assumed to be rational and
optimizing with respect to future streams of utility, it is the present performance on which vot-
ers base their evaluation of the incumbent. Downs (1957, p. 297), thus, derives the proposition
that the incumbent’s current performance plays a more important role to voters than expecta-
tions about the future. Although following a different reasoning, Key (1966) comes to the same
conclusion that the electorate “judges retrospectively” and acts “as an appraiser of past events,
past performance, and past actions.” We, therefore, expect that the present performance of the
incumbent government has a larger influence than expectations about the future.

The answer to question Q4 — egotropic or sociotrop? — seems to be straighforward in the
context of rational choice models of voting behavior. Rational voters are interested in maximiz-

ing their own utility and, hence, their support for the government should be purely egotropic.

5 Among others, Downs’ theory has been further developed by Davis et al. (1970) and Kirchgéssner (1986). In
these models — and also in Downs (1957, ch. 8) — voters maximize utility by minimizing the distance between
their own position and the (estimated) party position in the politico-economic space. From these models, an
aggregate popularity function can be derived (see, e.g., Kirchgéssner, 1986; Neck and Karbuz, 1997). For our
purpose, however, this approach is less helpful since we focus on the voter’s evaluation of the economy as such,
i.e. our measure of performance is a valence issue and not a position issue Stokes (see 1963). Our argumentation,
thus, follows the basic ideas of Downs (1957, ch. 3).



However, the empirical results by Kinder and Kiewiet (1979, 1981), who show that U.S. voters
act rather sociotropically, suggest that this is not the whole story. In fact, Downs’ (1957, p. 37)
concept of voter rationality leaves room for a broader interpretation of voter rationality, noting
that it “is possible for a citizen to receive utility from events that are only remotely connected

to his own material income.”

The idea of receiving utility from sociotropic components is also
consistent with Downs’ argument that rational voters must be motivated by some sense of social
responsibility when it comes to the question of going to the ballot or not (Meehl, 1977). Nev-
ertheless, rational choice theories of economic voting are relatively quiet about the concept of
sociotropic voting.

The grievance asymmetry hypothesis (Q2) has been introduced to the popularity function
literature through the pioneering work of Mueller (1970, p. 23), who postulated that “[t|here is
punishment, but never reward.” Grievance asymmetries were further investigated by Bloom and
Price (1975) and Nannestad and Paldam (1997), who find that voters react more strongly to neg-
ative economic events than to positive events. Psychologists have confirmed this “negativity bias”
(Rozin and Royzman, 2001) in several experiments (Jordan, 1965). From a rational choice per-
spective, the grievance asymmetry simply reflects the fact that people are risk-averse (Nannestad
and Paldam, 1997). In other words, the voter’s marginal utility from a better economy decreases

as the economy improves. Consequently, we expect voters with a negative assessment of the

economy to react more strongly to the economy than voters with a positive assessment.

3 Data

In this paper, we estimate a micro-level popularity function for Germany. The underlying study
is based on the German General Social Survey (GGSS/ALLBUS), a biannual survey that was

started in 1980.5 With every wave a representative cross-section of the adult population, about

6 After the German reunification an additional, unscheduled survey was conducted in 1991.



3000 to 3500 respondents, has been interviewed.” We extract the following variables from the

data.

Government Popularity and Vote Intention In four waves (1991, 1992, 1998, and 2008)
the following question was asked: “How satisfied are you — on the whole — with the current
performance of the German government?” There are three negative answers (categories 0, 1, and
2) and three positive answers (categories 3, 4, and 5) to this question from which we construct a
dummy variable POP that equals one if the respondent expresses satisfaction with the current
government (popularity). The use of a dummy variable is intuitive and simplifies the presentation
of our results without affecting the findings. More importantly, building a dummy variable
allows a direct comparison with the estimated vote function, where the dependent variable is
dichotomous as well.®

Additionally, respondents were asked for their vote intention in a hypothetical upcoming
election: “If there was a federal election next Sunday, which party would you vote for with your
second vote?” From this information, we construct a dummy variable (VOTE) which is set to
one if the respondent intends to vote for a government party, and zero otherwise. We will use
this more direct measure of government support to compare vote and popularity functions in the
last part of the paper.

Table IT displays descriptive statistics for all four years. Some interesting points should be
stressed: (1) Government popularity varies considerably over time; (2) the vote intention is
relatively stable, at least within the same government coalition; (3) in most years, there are large

differences between both measures of government support. The latter point already indicates

"The study employs the cumulated GGSS/ALLBUS dataset “ALLBUS/GGSS 1980-2008, study number 4570”
(GESIS (2010)), which is also available in English language (study number 4572).

8 Alternatively, it is possible to create a dummy variable that is one if the respondent falls into the two or
four highest answer categories. However, the construction of our dummy variable is (linguistically) intuitive as
the three top answer categories include the word “satisfied” while the others include the word “dissatisfied” in
their answer. Additionally, we have run an ordered logit regression that supports our intuitive division. A good
economy increases the likelihood of choosing a positive category, and vice versa. As the results are qualitatively
identical, we decided to present the results for the dummy variable.



that government popularity and voting are two quite different things in Germany, a point which

will be discussed in more detail below.

Table II Satisfaction with the government and vote intention

year obs government satisfied vote for govt
1991 2,351  CDU/FDP 55.0% 36.4%
1992 2,588 CDU/FDP 41.0% 31.0%
1998 2,235  CDU/FDP 32.0% 31.0%
2008 2,658 CDU/SPD 50.7% 56.1%

all years 9,832 44.9% 39.1%

Sample includes only respondents for which information on satisfaction with the

government (popularity) and vote intention were available.

Economic Variables Our main interest lies in the effect of the economy on government pop-
ularity. Given the cross-section character of our dataset, an analysis of the impact of objective
economic indicators, such as the unemployment or inflation rate on government popularity is not
possible. However, we include four categorial variables that capture the individual subjective
assessment of the current/future national and the current/future personal economic situation.’
This allows us to answer the question of whether voters are forward-looking or not (Q3) and
whether it is the national or personal economy that matters more to voters (Q4). All economic
variables run from zero (very bad/considerably worse) to four (very good/considerably better).
Summary statistics (means) are given in Table I11.

For several reasons, subjective indicators have replaced the use of objective macroeconomic
variables in recent VP function estimations (see Bellucci and Lewis-Beck (2011, p. 195) and Lewis-
Beck and Stegmaier (2000, p. 186). First, in case of a panel or time-series study it is not clear

which objective indicator should be included to describe the economy. Usually, unemployment

9The questions read as follows:

Current national economy: “How would you generally rate the current economic situation in Germany?”
Future national economy: “What do you think will the economic situation in Germany will be like in one year?”
Current personal economy: “How would you generally rate your own current financial situation?”

Future personal economy: “What will your own financial situation be like in one year?”



Table III Subjective assessment of the national and personal economy

year current national future national current personal future personal

1991 2.68 2.50 2.38 2.24
1992 2.40 1.83 2.41 2.09
1998 1.79 1.84 2.31 2.00
2008 2.05 1.70 2.25 1.97
overall 2.22 1.95 2.34 2.07

and inflation have been used in macro-studies but other variables (e.g. growth, taxes, deficits)
could play a role as well. It could also be argued that some economic aspects are very hard
if not impossible to measure, such as legislative changes. Second, even if one would know the
most important variables, their relative importance to the electorate might change over time.
On the contrary, subjective measures imply an individual weighing scheme. Third, it can easily
be assumed that subjective assessments of the economy affect government popularity without
time lags. Fourth, and maybe most important, there is no single objective assessment of the
economy. One can try to measure unemployment rates or inflation rates, but apparantly the
subjective assessment of the national economy at a given point in time varies from very bad to
very good. This either reflects individual weights to different economic goals or different levels
of information.

However, since all variables measure some subjective assessment of the economic environment,
one could object that all variables capture more or less the same thing. This is not the case.
Spearman’s (p) and Kendall’s (7) rank correlations are fairly small. The highest correlation is
found between expectations about the personal and national economy (p = 0.40, 7 = 0.22) and
between the current personal and national economy (p = 0.30, 7 = 0.17).

Moreover, the sample is not biased by respondents with an overly optimistic or pessimistic
answer pattern. Our sample includes very few cases that answer extremely positive (2 cases) or

negative (16 cases) for all economic items.



Table IV Popularity function

all years 1991 1992 1998 2008
avg predicted probability 0.452 0.599 0.393 0.301 0.521
national economy (present) 0.118*** 0.093*** 0.082*** 0.110*** 0.111***
national economy (future) 0.087*** 0.064*** 0.105*** 0.038** 0.095***
personal economy (present) 0.083*** 0.090*** 0.101%** 0.071*** 0.087***
personal economy (future) 0.057*** 0.066™"* 0.023 0.071*** 0.053""*
controls yes yes yes yes yes
observations 8,310 1,928 2,152 1,959 2,271
McFadden’s pseudo R? 0.133 0.156 0.142 0.128 0.099
% predicted correctly 0.684 0.702 0.702 0.714 0.656

Results from logistic regression. Independent variable: POP. *** ** * indicate statistical signif-
icance at the 1%, 5%, 10% level, robust standard errors. All coefficients represent marginal effects

(in percentage points) with all other covariates held at their mean.

4 Results

To analyze the effect of the assessment of the economy on the respondent’s probability to ex-
press satisfaction with the government, we employ logistic regression techniques.!® The binary
left-hand variable POP equals one if the respondent expresses satisfaction with the current gov-
ernment. The subjective economic variables are categorial, ranging from 0 (very bad) to 4 (very
good). In a first step, we include them as quasi-continuous variables (Table IV) and then as
categorial dummies (Table V).!! Additionally, we always include a set of socio-demographic
characteristics (age, age squared, gender, East/West dummy, year dummies and education) as
control variables. We also control for the vote of the last election by including a dummy variable
that equals one if the respondent has voted for one of the current government parties in the

previous election. We do so to account for persistent party alignments in the population.

10This approach is in line with The estimation of OLS or ordered logit models with the categorial popular-
ity variable as the dependent variable as well as linear probability models with the dichotomous variable as a
dependent variable leave the qualitative results unaffected.

11We also estimated a model in which the categorial economic variables were recoded to variables with three
outcomes (good, neutral, bad). The results are virtually identical to the ones presented in the text.

10



Popularity and the Economy First of all, the results from the logit model displayed in Tables
IV and V clearly indicate that the subjective assessment of the economy plays a significant role in
the voters’ evaluation of the government.'? In Table IV all coefficients are statistically significant
and show the expected sign, i.e. a better assessment of the national or personal economy increases
government popularity. Moreover, the coefficients are economically sizeable. A look at the first
column in Table IV shows that the marginal effect of an increase in the assessment of the
national economy, for example, is about 12 percentage points. Given the expected probability
of supporting the government of 45 percent, the respective relative marginal effect is about 25
percent. Marginal effects for the other economic variables are somewhat smaller but still sizable.
The marginal effect of an increase in all four economic variables is approximately 35 percentage
points. Moreoever, the results seem to be quite stable over all years in our sample.'3

A very similar picture emerges if we include the economic variables as dummy variables (leav-
ing out the neutral answer as the reference category).'* On average, a positive assessment of
the economy increases the probability of expressing satisfaction with the government. However,
the effects vary slightly between years and do not reach statistical significance in some cases.
Negative expectations about the personal economy, for example, tend to decrease government
popularity but we only find a significant effect in 1998 and 2008. Likewise, in 1991 the gov-
ernment is not punished for bad prospects about the future economy. In some cases, statistical
insignificance might simply be due to a small number of observations in the respective category,

e.g. in the case of very good expectations about the personal economy.

12Results for all variables including the control variables can be found in Tables IX and X in the Appendix.

13Regarding the goodness-of-fit, the model performs quite well. We present the most common McFadden’s R?
which is, however, severely downward biased. According to McFadden (1979, p. 307), a value above 0.20 already
indicates an excellent fit. The share of correct predictions is an alternative and more intuitive measure. Assuming
that a respondent is satisfied with the government if the predicted probability is above 50%, we are able to predict
about 70% of all answers correctly.

14 The coefficients in Table V describe the effect (in percentage points) of a change from neutral to the respective
category. For example, changing from a neutral position to very bad regarding the current national economy
decreases the probability of expressing approval by 19 percentage points.

11



Table V Popularity function with categorial variables

all years 1991 1992 1998 2008
avg predicted probability 0.401 0.400 0.321 0.344 0.531
very bad —0.192*** —0.307" —0.071 —0.189*** —0.205**
bad —0.123*** —0.001 —0.086* —0.103*** —0.159***
national economy (present) — — — — —
good 0.115%** 0.142*** 0.112%** 0.131*** 0.087***
very good 0.126™** 0.170*** 0.046 0.280** 0.152
considerably worse —0.215""* —0.028 —0.250""" —0.116 —0.258""*
somewhat worse —0.078*** —0.050 —0.084*** —0.077** —0.089***
national economy (future) — — — — —
somewhat better 0.067*** 0.066** 0.072** 0.005 0.076**
considerably better 0.176™** 0.170*** 0.237** —0.249*" —
very bad —0.160""* —0.224""* —0.146* —0.077 —0.113
bad —0.108*** —0.096** —0.134*** —0.149*** —0.063
personal economy (present) — — — — —
good 0.085*** 0.107*** 0.091*** 0.042 0.104***
very good 0.107*** 0.082 0.162** 0.139 0.093
considerably worse —0.128** —0.122 —0.085 —0.153 —0.159
somewhat worse —0.061*** —0.035 0.021 —0.084** —0.105***
personal economy (future) — — — — —
somewhat better 0.063*** 0.098*** 0.072** 0.054 —0.003
considerably better 0.061 0.053 —0.011 0.254** 0.030
controls yes yes yes yes yes
observations 8,310 1,928 2,152 1,959 2,269
McFadden’s pseudo R? 0.144 0.162 0.152 0.135 0.104
% predicted correctly 0.687 0.708 0.712 0.719 0.658
Results from logistic regression. Independent variable: POP. *** ** * indicate statistical significance at the 1%, 5%,

10% level, robust standard errors. All coefficients represent the effect (in percentage points) of a shift from the neutral
to the respective category with all subjective economic variables held at their neutral value and all other covariates held
at their mean. In 2008, two observations were dropped due to perfect prediction with the highest positive category of the

future national economy variable.

12



In one case, however, we find a large significant effect with an unexpected sign. In 1998,
respondents who are very optimistic about the future are less likely to approve the way the
current government is handling things. However, it should be noted that 1998 was an election
year and the negative coefficient on the future national economy expresses good expectations
that are connected with the changed future government. In other words, voters expect a better
future because they are unhappy with the government and expect a party change during the
next election.

In general, the presented findings indicate that economic perceptions play an important role
in the voters’ evaluation of the government, confirming our hypothesis regarding question Q1.
The effect, however, is somewhat volatile over time which reflects the instability problem that
exists in the macro-level popularity literature. Obviously, from time to time other (non-economic)

factors dominate the political agenda.

Grievance Asymmetry Our second assumption was that negative economic outcomes are
punished while good ones are not rewarded. Regarding our findings in Table V, we must reject
this hypothesis. First, we do find reward to positive assessments of the economy. Second,
the response to negative and positive assessments of the current or future economy is fairly
symmetrical. Over all years, the absolute effect of a positive assessment is very close to the effect
of a negative assessment, although there are some years in which the effect between positive
and negative assessments differs. Nevertheless, the difference between the effect of positive
and negative assessments of the economy is not statistically different from zero, i.e. there is no

evidence of a grievance asymmetry among voters.!®

15Comparing the effect of a bad/very bad assessment of the present national economy versus a good/very good
economy, we find weak statistical evidence for a grievance asymmetry. In a model in which all economic variables
are recoded to three-category variables, we find an asymmetry with respect to the present and future national
economy in the full sample. The effect of a bad assessment is significantly larger than the corresponding effect of
a positive assessment.

13



Retrospective versus Prospective Behavior The issue of retrospective or prospective be-
havior (Q3) touches upon the question of voter rationality. In their macro-level study using
the Index of Consumer Sentiments, MacKuen et al. (1992) find that voters “respond with the
sophistication of the banker”, taking only their expectations about the future economy into ac-
count. Other models assume voters as “peasants” who take the current or past economy into
consideration.

Our results suggest that voters are both backward- and forward-looking. Although the current
national and personal economy has (in most cases) a larger effect than a change in expectations,
economic prospects can significantly affect a government’s standing in the poll. Based on the
first column in Table V, assume that a voter’s expectations about the national and personal
future change by one point. Compared to the reference group, the probability of approving the
government would increase by roughly 13 percentage points from approximately 40 to 53 percent.

All in all, we find that German voters are both retro- and prospective.

Sociotropic versus Egotropic Behavior The rational voter model assumes that voters max-
imize their own utility and reward or punish governments respectively (“What have you done for
me lately?”). In this sense, we should expect that only assessments of the personal economy play
a role in evaluating the government. A seminal study by Kinder and Kiewiet (1979), however,
finds that U.S. voters mainly vote sociotropic since the government is not held responsible for
their personal situation.

Our findings suggest that this U.S. result cannot be carried over to the German case. Re-
spondents react both to the national and personal economic situation and both perspectives are
equally important. This finding is in line with other studies that estimate vote functions for
Sweden, Denmark, and the United Kingdom (see Paldam, 2008, p. 543, and citations therein)

who also find that voters are socio- and egotropic.

14



Popularity versus Vote Functions Finally, we want to discuss question Q5: How well do
popularity functions proxy vote functions? For some researchers there are no differences between
both concepts!'®, but a direct comparison has not been performed yet, neither on the micro- nor
the macro-level.!” Yet, vote and popularity functions are usually mentioned in one breath (e.g.
Paldam, 2008) despite a number of obvious conceptual differences (see Nannestad and Paldam,
1994).

Of course, both votes and opinion polls are ways to express public opinion, which then serves
as a signal to the political process and very likely affects political/economic outcomes. However,
only the vote is “the real thing” (Nannestad and Paldam, 1994) as polls have no direct implications
in the political process. Moreover, actual voting is influenced by election campaigns and voters
will probably have more information about the party platforms prior to elections.'®

There is, however, one major difference between government popularity and voting that has
not been discussed in the literature. With respect to popularity, respondents can choose to
approve or not. Disapproval with the government, however, does not necessarily imply that
respondents vote against that government. The dissatisfaction might be connected to specific
politicians (not parties) that will not run for the next election. Analogously, respondents who
express satisfaction with the government can still vote against the government parties if they
believe the alternative to be even better. This might, for example, be the case when other
political issues are expected to play a role in the future that are better handled by another party.
Thus, the difference between vote and popularity functions is a matter of (political) alternatives.
Regarding popularity functions, respondents can either choose “yes” or “no”, but when it comes

to voting they can vote for the government, the opposition, or not at all.

16Paldam (1991, p. 9), for example, states that “[t|he two functions are so alike that I shall speak of VP-
functions.”

170On the micro-level no popularity function estimates exist. On the the macro-level results are hardly compa-
rable since elections are comparatively rare events that allow only simple statistics while popularity functions are
sometimes based on more than 50 years of monthly data.

180n the other hand, it should be noted that most vote functions rely on answers regarding vote intention. In
this case, the last two points are very weak.

15



Table VI Satisfaction with the government and vote intention

vote intention
government party no government party

satisfied with the government 2,095 (62%) 1,307 (38%)
not satisfied with the government 1,085 (28%) 2,823 (72%)

Figures in parentheses indicate row percentages.

Some descriptive statistics underline the point (Table VI). In our sample, about 38 percent of
all respondents who are satisfied with the government do not intend to vote for the government
parties. Likewise, 28 percent of all those who are not satisfied with the current government still
plan to cast a vote for the government.

To see to what extent popularity functions can be used to approximate the relationship be-
tween the voting decision and the subjective assessment of the economy, we present an estimated
vote function in Table VII. The dependent variable for the vote function (VOTE) is a dummy
variable indicating the respondent’s vote intention for the current government at the time of the
interview. It is set to one if the respondent intends to vote for one of the incumbent govern-
ment parties, and zero otherwise. For comparison, we present a popularity function for the same
sample.

Almost all economic variables in the vote function show the expected sign, i.e. a better
assessment of the economy increases the probability of voting for one of the government parties,
and wvice versa. In that sense, vote and popularity functions are very similar. However, the
absolute size of the coefficients is much smaller in the vote function. A bad national economy,
for example, reduces the probability of expressing satisfaction with the government by 13 points
while it reduces the re-election probability by only 5 points. In terms of statistical significance we
see that the estimated effect of economic variables is generally less significant in the vote function.

Expectations about the personal economy have no significant effect in the vote function.
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Table VII Vote and popularity function

vote popularity
avg predicted probability 0.275 0.395
very bad —0.037 —0.179***
bad —0.051** —0.131***
national economy (present) — —
good 0.075*** 0.118***
very good 0.056 0.132***
considerably worse —0.123*** —0.205***
somewhat worse —0.027 —0.079***
national economy (future) — —
somewhat better 0.041** 0.069***
considerably better 0.125** 0.178***
very bad —0.083" —0.154"*"
bad —0.029 —0.099***
personal economy (present) — —
good 0.082*** 0.095***
very good 0.079* 0.108***
considerably worse 0.061 —0.136""
somewhat worse —0.034 —0.067"**
personal economy (future) — —
somewhat better 0.000 0.060™**
considerably better —0.058 0.061
controls yes yes
observations 7,310 7,310
pseudo R? 0.466 0.154
% predicted correctly 0.855 0.693

Hkokk Kk K

Results from logistic regression. Independent variable: VOTE, POP. ,

indicate statistical significance at the 1%, 5%, 10% level, robust standard errors.

All coefficients represent the effect (in percentage points) of a shift from the neutral

to the respective category with all subjective economic variables held at their

neutral value and all other covariates held at their mean.
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However, in relation to the average predicted probability the coeffcients of vote and popu-
larity function are much closer, especially with respect to positive assessments of the economy.
Relatively, a positive assessment of the current or future government increases the probability
of re-election/expressing satisfaction by about the same amount. The relative effect of a good

personal financial situation is even stronger in the vote function. A good personal economy



increases the probability of re-election by 30 percent compared to 24 percent in the popularity
function. The negative relative effect of economic variables on the vote, however, is generally
much smaller. A bad national economy decreases the re-election probability by only 18 percent
compared to 33 percent in the popularity function.

Moreover, vote intention is heavily influenced by party identification. Those who voted for
government parties in the last election have a 67 percentage points (!) higher probability of
electing one of the government parties. This is almost equal to the effect of changing all economic
variables from worst to best. Party identification also strongly influences satisfaction with the
government but the effect is much smaller (26 points). Therefore, the role of party identification
is another major difference between vote and popularity functions. The difference might be even

stronger if we consider true votes compared to vote intention.!?

5 Summary and Conclusion

Elections and opinion polls are two channels by which the electorate sends signals to policymakers.
During the last 40 years both channels have been analyzed extensively, mostly at the macro level.
The relationship between voting behavior and the economy has also been studied using individual
data. However, results for vote and popularity functions are fairly unstable and many questions
in the literature remain unsolved or at least controversial (Paldam, 2008). In the context of
popularity functions at the micro-level, these questions have not been discussed.

This paper is one of the first attempts to investigate popularity functions at the micro level.
Doing so does not only provide a better understanding of popularity functions but also allows
a direct comparison of vote and popularity functions which was not possible before. The use of

popularity ratings as a proxy for election results, however, crucially hinges on the assumption

19We also estimated vote functions for each single year (see Table XI in the Appendix). Economic variables
are often not statistically significant and the coefficients are small in size. In all cases, vote intention is mainly
explained by past voting behavior which is highly significant in all years.
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that vote and popularity functions are similar concepts. Moreover, comparatively few studies

investigate vote and popularity functions for Germany and we provide further empirical evidence.

Main results:

Q1 We can confirm the responsibility hypothesis, i.e. the economy has a strong influence
on the popularity of the government.

Q2 There is no evidence for a grievance asymmetry. Voters punish the government for a
bad economy, but also reward them for a good economy.

Q3 Respondents behavior is both retrospective and prospective. In many cases, retro-
spective items have a stronger effect on government popularity.

Q4 Respondents are both sociotropic and egotropic. Both perspectives are equally im-
portant in size.

Q5 Popularity functions are imperfect proxies for vote functions. Both government popu-
larity and the vote are affected by the economy, but the effect is weaker for popularity
functions. The vote is strongly influenced by party identification.

Table VIII Summary of results

The results of our study can be summarized as follows: (1) The popularity of the German
government depends strongly on the voters’ assessment of the economy. We can, thus, confirm
the responsibility hypothesis. (2) More precisely, voters punish the government if the perceived
economic situation is bad, but they also reward governments for a good economy. There is no
evidence of a grievance asymmetry. (3) Moreover, we find that German voters take current eco-
nomic conditions as well as expectations about the future into consideration when they evaluate
the government. They are neither pure “peasants” nor “bankers” in the sense of MacKuen et al.
(1992). (4) It is also shown that voters not only react to their personal economic situation, but
also to the general economic situation of the country. This implies that voters hold the govern-
ment responsible for the national, but also their individual economic situation. (5) Finally, vote
and popularity functions were compared at the micro-level, finding that popularity functions
are only imperfect proxies for vote functions. Economic variables play an important role in the
evaluation of the government, but when it comes to voting German voters are mainly driven by

party identification. Table VIII summarizes our results regarding our five research questions.
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What conclusions can we draw from these results?

First, the economy matters for the voters’ assessment of the government. More precisely,
it is the subjective assessment of the economy which affects the evaluation of the government.
This is also true for expectations about the future. Consequently, governments can improve their
standings in the polls by convincing the electorate of a bright economic future without necessarily
improving current conditions. In that sense, it seems that Downs’ rational voter can be fooled.
The extent to which politicians can influence subjective assessments or expectations, however,
depends on many factors, e.g. the politicians’ persuasiveness or the voters’ economic education.
Moreover, these results highlight the role of the media in the politico-economic process, as the
media has a major influence on how the true economic situation is translated into a subjective
assessment by the individual voter. Finally, our results show that the influence of the economy
on government popularity is very stable over time. The instability at the macro-level might stem
from the fact that only few specific variables (unemployment, inflation) enter the popularity
function.

Second, German voters hold the government responsible for the personal economic situation,
which is in stark contrast to findings for American voters who mainly blame themselves for
personal misfortunes (Kinder and Kiewiet, 1979). These findings clearly reflect the role of the
state in both societies (Esping-Andersen, 1990). This does not mean, however, that views about
the role of the state have to be equally distributed among voters (see, e.g., Alesina and Fuchs-
Schiindeln, 2007). Which groups of voters (e.g. left- or right-winged) punish the government for
a bad personal economy is an interesting question for future research.

Third, popularity functions are imperfect substitutes for the analysis of vote functions.
Though the results are qualitatively similar, the quantitative effect of economic issues differs con-
siderably. In particular, using popularity functions as a proxy for vote functions might severely

overstate the role of the economy in elections. In other words, the economy affects government
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popularity but voting depends mainly on party identification, which is very stable over time. A
decline in party identification, however, might increase the role of the economy in future elections.

This study is one of the first investigations of popularity functions at the micro-level. The
analysis of individual data might help to understand the mechanisms behind government support
as well as the aggregate relationship between government popularity and the economy which has
regulary been shown to be unstable. Nevertheless, further comparisons of vote and popularity
functions are necessary to confirm the use of popularity data as a useful proxy for vote functions.

Therefore, further research for other countries and different datasets would be desirable.

Acknowledgments

I would like to thank Michael Berlemann, Markus Leibrecht, Christian Pfeifer and two anonymous

reviewers for their helpful comments.

References

Alesina, A. and Fuchs-Schiindeln, N. (2007), ‘Good-Bye Lenin (Or Not?): The Effect of Com-

munism on People’s Preferences’, The American Economic Review 97(4), 1507-1528.

Batool, I. and Sieg, G. (2009), ‘Bread and the Attrition of Power: Economic Events and German

Election Results’, Public Choice 141, 151-165.

Bellucci, P. and Lewis-Beck, M. S. (2011), ‘A Stable Popularity Function? Cross-National Anal-

ysis’, Furopean Journal of Political Research 50, 190-211.

Berlemann, M. and Enkelmann, S. (2012), The Economic Determinants of U.S. Presidential

Approval: A Survey.

21



Bloom, H. S. and Price, H. D. (1975), ‘Voter Response to Short-Run Economic Conditions:
The Asymmetric Effect of Prosperity and Recession’, The American Political Science Review

69(4), 1240-1254.

Campbell, A., Converse, P. E., Miller, W. E. and Stokes, D. E. (1960), The American Voter,

Wiley, New York.

Davis, O. A., Hinich, M. J. and Ordeshook, P. C. (1970), ‘An Expository Development of a
Mathematical Model of the Electoral Process’, American Political Science Review 64(2), 426

448.

Downs, A. (1957), An Economic Theory of Democracy, Harper & Row, New York.

Esping-Andersen, G. (1990), The Three Worlds of Welfare Capitalism, Polity Press, Cambridge.

Feld, L. P. and Kirchgéssner, G. (2000), ‘Official and Hidden Unemployment and the Popularity
of the Government: An Econometric Analysis for the Kohl Government’, Electoral Studies

19, 333-347.

Fiorina, M. P. (1978), ‘Economic Retrospective Voting in American National Elections: A Micro-

Analysis’, American Journal of Political Science 22(2), 426-443.

Frey, B. S. and Garbers, H. (1972), ‘Der Einfluss wirtschaftlicher Variablen auf die Popularitét

von Regierungen: Eine empirische Analyse’, Journal of Economics and Statistics 186, 281-295.

Frey, B. S. and Schneider, F. G. (1978a), ‘A Politico-Economic Model of the United Kingdom’,

The Economic Journal 88, 243-253.

Frey, B. S. and Schneider, F. G. (1978b), ‘An Empirical Study of Politico-Economic Interaction

in the United States’, The Review of Economics and Statistics 60(2), 174-183.

GESIS (2010), ‘ALLBUS Kumulation 1980-2008’, Cologne and Germany.

22



Hesli, V. L. and Bashkirova, E. (2001), ‘The Impact of Time and Economic Circumstances on
Popular Evaluations of Russia’s President’, International Political Science Review 22(4), 379

398.

Jordan, N. (1965), ‘The Asymmetry of Liking and Disliking: A Phenomenon Meriting Further

Reflection and Research’, The Public Opinion Quarterly 29(2), 315-322.

Kellermann, C. and Rattinger, H. (2006), ‘Economic Conditions, Unemployment and Perceived

Government Accountability’, German Politics 15(4), 460-480.
Key, V. O. (1964), Politics, Parties and Pressure Groups, 5th edn, Crowell, New York.

Key, V. O. (1966), The Responsible Electorate: Rationality in Presidential Voting, 1936—1960,

Belknap Press, Cambridge.

Kinder, D. R. and Kiewiet, D. R. (1979), ‘Economic Discontent and Political Behavior: The
Role of Personal Grievances and Collective Economic Judgements in Congressional Voting’,

American Journal of Political Science 23(3), 495-527.

Kinder, D. R. and Kiewiet, D. R. (1981), ‘Sociotropic Politics: The American Case’, British

Journal of Political Science 11(2), 129-161.

Kirchgissner, G. (1974), ‘Okonometrische Untersuchungen des Einflusses der Wirtschaftslage auf

die Popularitét der Parteien’, Swiss Journal of Econometrics and Statistics 110(3), 409-445.

Kirchgéssner, G. (1985), ‘Causality Testing of the Popularity Function: An Empirical Investiga-

tion for the Federal Republic of Germany, 1971-1982’, Public Choice 45(2), 155-173.

Kirchgissner, G. (1986), ‘Economic Conditions and the Popularity of West German Parties:

A Survey’, Furopean Journal of Political Research 14, 421-439.

23



Kirchgéssner, G. (1991), ‘On the Relation Between Voting Intention and the Perception of the
General Economic Situation: An Empirical Analysis for the Federal Republic of Germany,

1972-1986°, European Journal of Political Economy 7, 497-526.

Kirchgéssner, G. (2009), ‘The Lost Popularity Function: Are Unemployment and Inflation no

longer Relevant for the Behaviour of German Voters?’.

Kramer, G. H. (1971), ‘Short-Term Fluctuations in U.S. Voting Behavior, 1896-1964’, The

American Political Science Review 65(1), 131-143.

Lazarsfeld, P. F., Berelson, B. and Gaudet, H. (1944), The People’s Choice: How the Voter

Makes Up His Mind in a Presidential Campaign, Duelle Sloan and Pearce, New York.

Lewis-Beck, M. S. and Paldam, M. (2000), ‘Economic Voting: An Introduction’; Electoral Studies

19, 113-121.

Lewis-Beck, M. S. and Stegmaier, M. (2000), ‘Economic Determinants of Electoral Outcomes’,

Annual Review of Political Science 3(2), 183-219.

Lewis-Beck, M. S. and Stegmaier, M. (2007), Economic Models of Voting, in R. J. Dalton and
H.-D. Klingemann, eds, ‘Oxford Handbook of Political Behavior’, Oxford University Press,

Oxford and New York, pp. 518-537.

MacKuen, M. B., Erikson, R. S. and Stimson, J. A. (1992), ‘Peasants or Bankers? The American

Electorate and the U.S. Economy’, The American Political Science Review 86(3), 597—611.

Maier, J. and Rattinger, H. (2004), ‘Economic Conditions and Voting Behaviour in German

Federal Elections, 1994-2002’, German Politics 13(2), 201-217.

24



McFadden, D. L. (1979), Quantitative Methods for Analysing Travel Behaviour of Individuals:
Some Recent Developments, in D. A. Hensher and P. R. Stopher, eds, ‘Behavioural Travel

Modelling’, Croom Helm, London, pp. 279-318.

Meehl, P. E. (1977), ‘The Selfish Voter Paradox and the Thrown-Away Vote Argument’, Amer-

ican Political Science Review 71(1), 11-30.

Mueller, J. E. (1970), ‘Presidential Popularity from Truman to Johnson’, The American Political

Science Review 64(1), 18-34.

Nannestad, P. and Paldam, M. (1994), ‘The VP-function: A survey of the literature on vote and

popularity functions after 25 years’, Public Choice 79, 213-245.

Nannestad, P. and Paldam, M. (1997), ‘The Grievance Asymmetry Revisited: A Micro Study of

Economic Voting in Denmark, 1986-92’, European Journal of Political Economy 13, 81-99.

Neck, R. and Karbuz, S. (1997), ‘Econometric Estimations of Popularity Functions: A Case

Study for Austria’, Public Choice 91, 57-88.

Norpoth, H. and Gschwend, T. (2010), ‘The Chancellor Model: Forecasting German Elections’,

International Journal of Forecasting 26, 42—-53.

Paldam, M. (1991), How Robust is the Vote Function? A Study of Seventeen Nations over Four
Decades, in H. Norpoth, M. S. Lewis-Beck and J.-D. Lafay, eds, ‘Economics and Politics’,

University of Michigan Press, Ann Arbor, pp. 9-32.

Paldam, M. (2008), Vote and Popularity Functions, in C. K. Rowley and F. G. Schneider, eds,

‘Readings in Public Choice and Constitutional Political Economy’, Springer, pp. 533-550.

Rattinger, H. and Steinbrecher, M. (2011), ‘Economic Voting in Times of Economic Crisis’,

German Politics 20(1), 128-145.

25



Rozin, P. and Royzman, E. B. (2001), ‘Negativity Bias, Negativity Dominance, and Contagion’,

Personality and Social Psychology Review 5(4), 296-320.

Schumpeter, J. A. (1942), Capitalism, Socialism and Democracy, Harper & Brothers, New York.

Sigelman, L. (1979), ‘Presidential Popularity and Presidential Elections’, The Public Opinion

Quarterly 43(4), 532-534.

Smyth, D. J., Taylor, S. K. and Dua, P. (1991), ‘Structural Change in the United States’ Social

Preference Function, 1953-88’, Applied Economics 23, 763-768.

Stokes, D. E. (1963), ‘Spatial Models of Party Competition’, American Political Science Review

57(2), 368-377.

A Detailed Results

26



Table IX Popularity function

avg predicted probability
national economy (present)
national economy (future)
personal economy (present)

personal economy (future)

male

East dummy
age

age (squared)
education

voted for govt

observations
McFadden’s pseudo R?
% predicted correctly

all years 1991 1992 1998 2008
0.452 0.599 0.393 0.301 0.521
0.118%** 0.093*** 0.082*** 0.110*** 0.111%**
0.087*** 0.064*** 0.105*** 0.038** 0.095***
0.083*** 0.090*** 0.101%** 0.071%** 0.087**
0.057*** 0.066*** 0.023 0.071%** 0.053***

—0.042***  —0.025 —0.065***  —0.035 —0.034

—0.021 0.022 —0.019 0.028 —0.130"**

—0.003 —0.007 —0.001 —0.002 —0.013***
0.000*** 0.000** 0.000 0.000 0.000***

—0.008 —0.032***  —0.017 —0.024** 0.008
0.264%** 0.306™** 0.280%** 0.231%** 0.130%**
8,310 1,928 2,152 1,959 2,271
0.133 0.156 0.142 0.128 0.099
0.684 0.702 0.702 0.714 0.656

Results from logistic regression. Independent variable: POP.

s

sokk Kok

indicate statistical sig-

nificance at the 1%, 5%, 10% level, robust standard errors. Coefficients represent marginal effects

(in percentage points) with all other covariates held at their mean. education measures different

levels of education; Fast is a dummy indicating respondents in East Germany; voted for govt is a

dummy variable set to one if respondent voted for a current government party in the last election.
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Table X Popularity function with categorial variables

all years 1991 1992 1998 2008
avg predicted probability 0.401 0.400 0.321 0.344 0.531
very bad —0.192*** —0.307" —0.071 —0.189*** —0.205**
bad —0.123*** —0.001 —0.086* —0.103*** —0.159***
national economy (present) — — — — —
good 0.115%** 0.142*** 0.112%** 0.131*** 0.087***
very good 0.126*** 0.170*** 0.046 0.280"* 0.152
considerably worse —0.215*** —0.028 —0.250*** —0.116 —0.258***
somewhat worse —0.078"** —0.050 —0.084*** —0.077** —0.089***
national economy (future) — — — — —
somewhat better 0.067*** 0.066** 0.072** 0.005 0.076™*
considerably better 0.176*** 0.170*** 0.237%* —0.249** —
very bad —0.160""" —0.224""* —0.146" —0.077 —0.113
bad —0.108*** —0.096** —0.134*** —0.149*** —0.063
personal economy (present) — — — — —
good 0.085*** 0.107*** 0.091%** 0.042 0.104***
very good 0.107*** 0.082 0.162** 0.139 0.093
considerably worse —0.128*" —0.122 —0.085 —0.153 —0.159
somewhat worse —0.061*** —0.035 0.021 —0.084"" —0.105***
personal economy (future) — — — — —
somewhat better 0.063*** 0.098*** 0.072** 0.054 —0.003
considerably better 0.061 0.053 —0.011 0.254™* 0.030
year 1991
year 1992 —0.103***
year 1998 —0.130***
year 2008 —0.000
male —0.041"** —0.027 —0.062*** —0.028 —0.028
East dummy —0.025* 0.022 —0.019 0.023 —0.123"**
age —0.003 —0.008 —0.002 —0.001 —0.013***
age (squared) 0.000*** 0.000** 0.000 0.000 0.000***
education (low)
education 0.007 0.009 0.130 —0.096 0.089
education —0.024 —0.038 0.112 —0.087 0.059
education —0.017 —0.073 0.189 —0.087 0.040
education (high) —0.033 —0.081 0.065 —0.150*" 0.103
voted for govt 0.242%** 0.309*** 0.262%** 0.248*** 0.133***
observations 8,310 1,928 2,152 1,959 2,269
McFadden’s pseudo R? 0.144 0.162 0.152 0.135 0.104
% predicted correctly 0.687 0.708 0.712 0.719 0.658

Results from logistic regression. Independent variable: POP.

s indicate statistical significance at the 1%, 5%,

10% level, robust standard errors. All coefficients represent the effect (in percentage points) of a shift from the neutral

to the respective category with all subjective economic variables held at their neutral value and all other covariates held

at their mean. In 2008, two observations were dropped due to perfect prediction with the highest positive category of the

future national economy variable.
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Table XI Vote function, single years

1991 1992 1998 2008
avg predicted probability 0.212 0.150 0.140 0.613
very bad —0.048 —0.068 —0.088** 0.070
bad —0.016 —0.043 —0.060"** —0.039
national economy (present) — — — —
good 0.061** 0.089*** 0.036 0.053
very good 0.044 0.085 0.128 —0.143
considerably worse —0.121 —0.079* 0.012 —0.268""*
somewhat worse —0.052 0.001 0.007 —0.074**
national economy (future) — — — —
somewhat better 0.011 0.054* 0.041 0.057
considerably better 0.041 0.243* 0.150
very bad —0.112 0.016 0.138 —0.186"
bad —0.024 —0.021 —0.006 —0.046
personal economy (present) — — — —
good 0.107*** 0.060** 0.084*** 0.046
very good 0.162** 0.082 0.079 —0.055
considerably worse 0.043 —0.090 —0.060 0.180
somewhat worse —0.059 0.001 —0.024 —0.033
personal economy (future) — — — —
somewhat better 0.037 —0.015 —0.023 —0.005
considerably better 0.025 —0.059 —0.071 —0.212*
voted for govt 0.617*** 0.577*** 0.703*** 0.737***
controls yes yes yes yes
observations 1,723 1,828 1,704 2,055
pseudo R? 0.451 0.463 0.566 0.376
% predicted correctly 0.856 0.863 0.889 0.841
Results from logistic regression. Independent variable: VOTE. *** ** * indicate statistical significance

at the 1%, 5%, 10% level, robust standard errors. All coefficients represent the effect (in percentage points)

of a shift from the neutral to the respective category with all subjective economic variables held at their

neutral value and all other covariates held at their mean.

29



Working Paper Series in Economics

(recent issues)

No.273:

No.272:

No.271:

No.270:

No0.269:

No0.268:

No0.267:

No0.266:

No0.265:

No.264:

No0.263:

No0.262:

No.261:

No0.260:

No.259:

No.258:

No.257:

No.256:

No.255:

Michael Berlemann, Soeren Enkelmann, and Torben Kuhlenkasper: Unraveling the
Relationship between Presidential Approval and the Economy — A Multi-Dimensional
Semi-Parametric Approach, May 2013

Michael Berlemann and Séren Enkelmann: The Economic Determinants of U.S.
Presidential Approval — A Survey, May 2013

Soeren Enkelmann: Obama and the Macroeconomy Estimating Social Preferences
Between Unemployment and Inflation, May 2013

Anja Kdbrich Ledn: Does Cultural Heritage affect Employment decisions — Empirical
Evidence for Second Generation Immigrants in Germany, April 2013

Anja Kébrich Ledn and Christian Pfeifer: Religious Activity, Risk Taking Preferences,
and Financial Bahavior, April 2013

Anja Kdbrich Ledn: Religion and Economic Outcomes — Household Savings Bahavior in
the USA, April 2013

John P. Weche Geliibcke and Isabella Wedl: Environmental Protection of Foreign Firms
in Germany: Does the country of origin matter?, April 2013

Joachim Wagner: The Role of extensive margins of exports in The Great Export
Recovery in Germany, 2009/2010, March 2013

John-Oliver Engler and Stefan Baumgéartner: Model choice and size distribution: a
Bayequentist approach, February 2013

Chiara Franco and John P. Weche Gellibcke: The death of German firms: What role for
foreign direct investment?, February 2013

Joachim Wagner: Are low-productive exporters marginal exporters? Evidence from
Germany, February 2013 [published in Economics Bulletin 33 (2013), 1, 467-481]

Sanne Hiller, Philipp J. H. Schréder, and Allan Sgrensen: Export market exit and firm
survival: theory and first evidence, January 2013

Institut fir Volkswirtschaftslehre: Forschungsbericht 2012, Januar 2013

Alexander Vogel and Joachim Wagner: The Impact of R&D Activities on Exports of
German Business Services Enterprises : First Evidence from a continuous treatment
approach, December 2012

Christian Pfeifer: Base Salaries, Bonus Payments, and Work Absence among Managers
in a German Company, December 2012

Daniel Fackler, Claus Schnabel, and Joachim Wagner: Lingering illness or sudden
death? Pre-exit employment developments in German establishments, December 2012

Horst Raff and Joachim Wagner: Productivity and the Product Scope of Multi-product
Firms: A Test of Feenstra-Ma, December 2012 [published in: Economics Bulletin, 33
(2013), 1, 415-419]

Christian Pfeifer and Joachim Wagner: Is innovative firm behavior correlated with age
and gender composition of the workforce? Evidence from a new type of data for German
enterprises, December 2012

Maximilian Benner: Cluster Policy as a Development Strategy. Case Studies from the
Middle East and North Africa, December 2012



No.254: Joachim Wagner und John P. Weche Geliibcke: Firmendatenbasiertes Benchmarking
der Industrie und des Dienstleistungssektors in Niedersachsen — Methodisches Konzept
und Anwendungen (Projektbericht), Dezember 2012

No0.253: Joachim Wagner: The Great Export Recovery in German Manufacturing Industries,
2009/2010, November 2012

No0.252: Joachim Wagner: Daten des IAB-Betriebspanels und Firmenpaneldaten aus
Erhebungen der Amtlichen Statistik — substitutive oder komplementare Inputs fir die
Empirische Wirtschaftsforschung?, Oktober 2012

No.251: Joachim Wagner: Credit constraints and exports: Evidence for German manufacturing
enterprises, October 2012

No0.250:  Joachim Wagner: Productivity and the extensive margins of trade in German
manufacturing firms: Evidence from a non-parametric test, September 2012 [published
in: Economics Bulletin 32 (2012), 4, 3061-3070]

No.249: John P. Weche Geliibcke: Foreign and Domestic Takeovers in Germany: First
Comparative Evidence on the Post-acquisition Target Performance using new Data,
September 2012

No0.248: Roland Olbrich, Martin Quaas, and Stefan Baumgartner: Characterizing commercial
cattle farms in Namibia: risk, management and sustainability, August 2012

No.247: Alexander Vogel and Joachim Wagner: Exports, R&D and Productivity in German
Business Services Firms: A test of the Bustos-model, August 2012 [published in
Empirical Economics Letters 12 (2013), 1]

No0.246: Alexander Vogel and Joachim Wagner: Innovations and Exports of German Business
Services Enterprises: First evidence from a new type of firm data, August 2012

No0.245: Stephan Humpert: Somewhere over the Rainbow: Sexual Orientation Discrimination in
Germany, July 2012

No.244: Joachim Wagner: Exports, R&D and Productivity: A test of the Bustos-model with
German enterprise data, June 2012 [published in: Economics Bulletin, 32 (2012), 3,
1942-1948]

No0.243: Joachim Wagner: Trading many goods with many countries: Exporters and importers
from German manufacturing industries, June 2012 [published in: Jahrbuch fir
Wirtschaftswissenschaften/Review of Economics, 63 (2012), 2, 170-186]

No.242: Joachim Wagner: German multiple-product, multiple-destination exporters: Bernard-
Redding-Schott under test, June 2012 [published in: Economics Bulletin, 32 (2012), 2,
1708-1714]

No.241: Joachim Fiinfgelt and Stefan Baumgartner: Regulation of morally responsible agents
with motivation crowding, June 2012

No.240: John P. Weche Gelubcke: Foreign and Domestic Takeovers: Cherry-picking and
Lemon-grabbing, April 2012

No0.239: Markus Leibrecht and Aleksandra Riedl: Modelling FDI based on a spatially augmented
gravity model: Evidence for Central and Eastern European Countries, April 2012

No.238: Norbert Olah, Thomas Huth und Dirk L6hr: Monetarismus mit Liquiditatspramie Von
Friedmans optimaler Inflationsrate zur optimalen Liquiditat, April 2012

No0.237:  Markus Leibrecht and Johann Scharler: Government Size and Business Cycle Volatility;
How Important Are Credit Contraints?, April 2012



No.236:

No.235:

No.234:

No0.233:

No.232:

No.231:

No0.230:

No.229:

No.228:

No.227:

No0.226:

No.225:

No.224:

No.223:

No.222:

No.221:

No.220:

No0.219:

Frank Schmielewski and Thomas Wein: Are private banks the better banks? An insight
into the principal-agent structure and risk-taking behavior of German banks, April 2012

Stephan Humpert: Age and Gender Differences in Job Opportunities, March 2012

Joachim Finfgelt and Stefan Baumgartner: A utilitarian notion of responsibility for
sustainability, March 2012

Joachim Wagner: The Microstructure of the Great Export Collapse in German
Manufacturing Industries, 2008/2009, February 2012 [published in: Economics - The
Open-Access, Open-Assessment E-Journal, Vol. 7, 2013-5]

Christian Pfeifer and Joachim Wagner: Age and gender composition of the workforce,
productivity and profits: Evidence from a new type of data for German enterprises,
February 2012

Daniel Fackler, Claus Schnabel, and Joachim Wagner: Establishment exits in Germany:
the role of size and age, February 2012

Institut fir Volkswirtschaftslehre: Forschungsbericht 2011, January 2012

Frank Schmielewski: Leveraging and risk taking within the German banking system:
Evidence from the financial crisis in 2007 and 2008, January 2012

Daniel Schmidt and Frank Schmielewski: Consumer reaction on tumbling funds —
Evidence from retail fund outflows during the financial crisis 2007/2008, January 2012

Joachim Wagner: New Methods for the Analysis of Links between International Firm
Activities and Firm Performance: A Practitioner’'s Guide, January 2012

Alexander Vogel and Joachim Wagner: The Quality of the KombiFiD-Sample of
Business Services Enterprises: Evidence from a Replication Study, January 2012
[published in: Schmollers Jahrbuch/Journal of Applied Social Science Studies 132
(2012), 3, 379-392]

Stefanie Glotzbach: Environmental justice in agricultural systems. An evaluation of
success factors and barriers by the example of the Philippine farmer network MASIPAG,
January 2012

Joachim Wagner: Average wage, qualification of the workforce and export performance
in German enterprises: Evidence from KombiFiD data, January 2012 [published in:
Journal for Labour Market Research, 45 (2012), 2, 161-170]

Maria Olivares and Heike Wetzel: Competing in the Higher Education Market: Empirical
Evidence for Economies of Scale and Scope in German Higher Education Institutions,
December 2011

Maximilian Benner: How export-led growth can lead to take-off, December 2011

Joachim Wagner and John P. Weche Geliibcke: Foreign Ownership and Firm Survival:
First evidence for enterprises in Germany, December 2011 [published in: International
Economics/Economie Internationale, 132(2012), 4, 117-139 ]

Martin F. Quaas, Daan van Soest, and Stefan Baumgartner: Complementarity,
impatience, and the resilience of natural-resource-dependent economies, November
2011

Joachim Wagner: The German Manufacturing Sector is a Granular Economy, November
2011 [published in: Applied Economics Letters, 19(2012), 17, 1663-1665]

(see www.leuphana.de/institute/ivwl/publikationen/working-papers.html for a complete list)



Leuphana Universitat Lineburg
Institut fur Volkswirtschaftslehre
Postfach 2440
D-21314 Luneburg
Tel.: ++49 4131 677 2321

email: brodt@leuphana.de

www.leuphana.de/institute/ivwl/publikationen/working-papers.html





