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INFLUENCE OF ECONOMIC CHANGES ON THE LEVEL
OF POLITICAL CONFIDENCE (COMPARATIVE ANALYSIS
OF THE CZECH REPUBLIC AND GERMANY)

Zhovnovata V. A.

Currently, more and more scholars focus on studying social
consequences of economic growth. Moreover, the economic inequality
is being studied as a sociological concept.

Purpose. The aim of this paper is to discover the relation between
economic development and political confidence. For doing so, the
author uses the income inequality as a link between mentioned
concepts. The paper introduces the view that the influence of economic
development on the political confidence as a result of fluctuations in the
income inequality rate.

This paper is a comparative analysis of the Czech Republic and
Germany, since they are countries with similar historical background
and significantly diverse current position on the scale of economic and
social development.

Methodology of this work is based on comparative and statistical
methods of analysis (using SPSS).

Results. The study proves the working hypotheses that the economic
growth leads to the increase of the inequality scope, and thereby
influences the decrease of political trust. This study shows the difference
between the perception of inequality in the Czech Republic and Germany
that is expressed by the less loyal attitude to inequality by the Germans.
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BJIUSHUE 9KOHOMMUYECKHUX
VU3MEHEHUWI HA YPOBEHb ITIOJUTHYECKOI'O
JIOBEPUSI (CPABHUTEJIbHBIN AHAJIU3
YEIICKOM PECIYBJIMKU U TEPMAHUMN)

Koenoeamasn B.A.

B Hacmosawee spema ece Oonvuie yueHvix (OKYCUpyiomcs Ha us-
VUEeHUU COYUATbHBIX NOCIe0CmEull dKOHOMUYeckoeo pocma. M kpome
MO0, IKOHOMUUECKOE HEPABEHCIBO U3YUAEMC sl KAK 0COObIL COYUON0-
2UYecKull Konyenm.

Lenv. Lenvto Oaunoll pabomoel sAeNAemcs BbIAGIEHUE B3AUMOCEA3U
MeHCOY IKOHOMUYECKUM PA38UmMuemM U yposHeM NOTUMULECKO20 O08EPU.
s smom asmop ucnonv3yem HepaseHcmseo 6 00X00ax 6 Kauecmee Cé:a3y-
1oue20 36eHa Medxicoy YnomsaHymoimu nousmuamu. Cmamos (oxycupyem-
€5l HA 8bIABTIEHUU BTIUAHUSA IKOHOMUYECKO20 PA3GUMUSL HA YPOBEHb NOJIUMU-
yeCcKo20 008epust 8 pe3yibimame Koaedanuil ypoeHsl HEPABEHCMBA 00X0008.

Januas paboma aenaemcs cpaguumenvHuim anaiuzom Yexuu u l'ep-
Manuu, KaK Cmpamn co CXOHCUM UCTMOPUYECKUM QOHOM U 8 MOdice 8pe-
M5 3HAUUMENbHO PASHAWUMUCS COBPEMEHHBIMU NOZUYUAMU 1O YDPOBHIO
9IKOHOMUUECKO20 U COYUAILHO20 PA3EUMUL.

Memodonoeust 2moii pabomsl OCHOBAHA HA CPAGHUTNETLHBIX U CIA-
Mmucmu4eckux memooax anaiusa (¢ ucnonvzosanuem SPSS).

Pesynomamol. Hccneoosanue ooxasvisaem pabouue 2unomeswvl o
MOM, YMO IKOHOMUUECKULL POCH NPUBOOUN K VBEIUUeHUI0 00beMd He-
pasencmea, u makum 00pazom Gausem Ha CHUNCEHUe YPOGHSL NOTUmuye-
CK020 006epusl. IMo UcCcredosane NOKA3LIBAeN PA3HUYY MeHCOY 80C-
npusmuem HepaseHcmea 6 Yexuu u ' epmanuu, Komopoe vlpasxicaemcs
8 MeHee JI0SIbHOM OMHOULeHUU HeMEeYKO20 HACeNeHUsl K HEPABEeHCNE).

Knrwoueswle cnosa: sxonomuueckoe pazeumue; nOIUMuUYeckKoe 0oge-
pue; HepaseHcmao 00x0008, Yexus,; I'epmanus.
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Introduction

Many sociologists try to discover the nature of social consequenc-
es of economic growth. Many of them are confident that inequality is
one of them, and it is either normatively bad or affects society and its
members overall negatively (Jencks, 2002; Ringen, 2006). A newly
developed Spirit Level theory states that even if the economic devel-
opment might reduce the income inequality, it is no longer associated
with improvements of societal quality of life. Krzysztof Zagorski et al.
(2014) concluded that national-level income inequality does not reduce
individual’s subjective financial quality of life.

There are sociologists, who are confident about a strong relation
between economic development and inequality. Particularly, they see
the economic development as a major factor in reducing inequality and
affecting the well-being through reductions in corruption, enhancement
of the rule of law, government effectiveness, political stability, and de-
mocracy etc. (Inglehart & Welzel, 2005; Rothstein & Holmberg, 2011;
Welzel & Inglehart, 2010). In their opinion, successful economic de-
velopment leads to decreasing the income inequality. That is the reason
that this paper focusses on the level of income inequality as an indicator
of economic changes. Another trend of studies explores further on the
influence of inequality in sociological frame. Wilkinson and Pickett are
sure that income inequality leads to the spreading of social ills, in par-
ticular, low social and political trust (2009; 2010).

When mentioning the political trust, political scientists repeatedly
bring up the question about the emersion of a crisis of political confi-
dence among western publics (Denters, Gabriel, & Torcal, 2007). Max
Kaase, in his article (1999) states that political trust has a significant
meaning for democracy. He analyzed political and interpersonal trust
as notable parts of stable democratic development.

In this study, the author focusses on the Czech Republic and Ger-
many as countries with similar historical background. Following indi-
cators of economic development are examined: Gross National Income
(GNI) per capita and Gross Domestic Product (GDP) per capita. For
exploring the social impact of economic development, the author uses
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income inequality (GINI index) and public opinion on political trust.
Data for this study were taken from the World Bank and European So-
cial Survey (ESS).

The working hypotheses relates to partial correlation between eco-
nomic development, income inequality and political confidence. The
author assumes, that higher rate of economic growth might lead to in-
creased political confidence, only if the income inequality is also re-
duced. Thus, independent variables of the study are indicators of eco-
nomic development, and dependent variables are, firstly, income in-
equality and secondly, the political confidence.

Economic changes in the Czech Republic and Germany

The Czech Republic as a former communist country went through
a lengthy transformation to a capitalist and a democratic country. From
the very beginning, (in 1989) right after the collapse of communism,
the economy of the Czech Republic was not developing according to
the capitalist principles. The reason for it was in the distrust towards
western “free-market” system. As a consequence of it, a utopian “third
way”’ was being sought and promoted, which is characterized by realiz-
ing the 1960s idea of convergence of the economic systems of socialism
and capitalism (Klaus, 2006).

This led to the fact that the Czech Republic was among those coun-
tries, which started to develop as capitalist countries later, not right after
“decommunization”. As a result of this, the process of reforming was
necessarily fast and led to the fast growth of GDP. Later, the effect was
amplified by accession to the EU and large capital inflows as a result
(Balcerowicz, Rzonca, Kalina, & Laszek, 2013).

At present, the Czech Republic is one of the most industrialized
countries in Eastern Europe (2nd place). GDP per capita is $19,502 (ac-
cording 2015 US$), which in 2014 represents 53% of the EU average
(fig.1). For comparison, in the beginning of the independent Czech Re-
public, GDP amounted to be 3% of the EU. In 2016 the Czech Republic
is one of the most economically developed countries in Eastern Europe
(Czech Republic, 2016).
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Germany, like the Czech Republic, also went through transformation
in 1990, when two parts (Federal Republic of Germany and German
Democratic Republic) where reunited into a one single state of Ger-
many. Since that time, Germany has become a major economic force,
to play a leading role in the region. In the 1990s the growth rate was
not high, by 1995 it was 1.5% (Germany, 2016). This is slightly higher
than the European average of that time. After a global slowdown in
2000, German government adopted and implemented a reforms pack-
age, which was later called “Agenda 2010”. The aim of this reforms
package was to reconstruct the overly expensive social security system,
to increase labor market flexibility and to consolidate public finances.
Additionally, the government conducted tax changes to stimulate the
economy and to increase investments. Currently, Germany is a good
example of structural reforms that strengthen systemic forces and, as
a result, the growth of the economy (Balcerowicz, Rzonca, Kalina, &
Laszek, 2013).

For more precise economic analysis of the Czech Republic and Ger-
many, it is necessary to examine economic indicators.

GDP per capita is gross domestic product divided by midyear popu-
lation. GDP is the sum of gross value added by all resident producers in
the economy plus any product taxes minus any subsidies not included
in the value of the products. It is calculated without making deductions
for depreciation of fabricated assets or for depletion and degradation of
natural resources (GDP per capita (current USS), 2016).

The 2014 value for GDP per capita (current US$) in Czech Republic
was $19,502. Over the past 23 years, the value for this indicator has
fluctuated between $2,867 in 1991 and $22,649 in 2008. Since early
1990s, the GDP has grown almost 8 times.

GNI per capita (Atlas method) is expressed in national currencies,
converted into US dollars according to the World Bank methodology
“Atlas”. The technique is based on the average exchange rate over the
past three years in order to equalize the effect of temporary fluctuations
in the exchange rate (The World Bank, GNI per capita, Atlas method
(current USS$), 2016).
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Figure 1. GDP Growth (annual %)

Figure 2 graphs the GNI per capita according to the World Bank for
the Czech Republic and Germany. Even though this data leads to the
idea of stabile development of examined countries (Germany, 2016;
Czech Republic, 2016), the third figure contradict this opinion by show-
ing the growth of GNI per capita in percentages over years.
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Figure 2. GNI per capita, Atlas method (annual)
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It can be observed in the above graph that the paths of development
are quite synchronized. Strong economic connections within European
countries explain it. As a supportive evidence for the Balcerowicz et al.
analysis results (2013), in 2005, only the Czech Republic had a growth
spurt, while the German and European indexes decreased. The year be-
fore Hungary, Cyprus, Latvia, Lithuania, Malta, Poland, Slovakia, Slo-
venia, the Czech Republic and Estonia became EU members. This led
to the rapid economic rise of the Czech Republic. The big decrease in
economic growth in 2009 reflects to the world financial crisis in 2008
that influenced Europe a year later.

Income inequality in the Czech Republic and Germany

Gini index is the most common index for measuring the income
inequality. It measures the extent to which the distribution of income
among individuals or households within an economy deviates from a
perfectly equal distribution. A Lorenz curve plots the cumulative distri-
bution of income — the percentage of income going to a given percent-
age of the population, when the latter is ranked according to income
levels. The Gini index measures the area between the Lorenz curve and
a hypothetical line of absolute equality, expressed as a percentage of the
maximum area under the line. Thus, a Gini index of 0 represents perfect
equality, while an index of 100 implies perfect inequality (The World
Bank, 2016). The other measure of income inequality, commonly used
in the EU as an indicator, is the ratio of the income share of the richest
80% of the population to the share of the poorest 20% (the S80/S20
ratio) (European Comission, 2012).

GINI Index
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Figure 4. Gini index (1988-2012)
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The Czech Republic is one of the most equal countries in the EU and
has much higher position in the rank than Germany: the 4™ place accord-
ing to Gini index ranking, and the 1* according to S80/S20 ratio. Germa-
ny holds 12" and 14" places respectively (European Comission, 2012).

According to the European commission study (2012) the level of
GDP per capita and income inequality are positively correlated. Thus,
with the growth of GDP per capita, income inequality also rises.

In both countries the growth of income inequality leads to the lack
of trust in domestic political institutions'. In Germany, the level of sat-
isfaction with economy and government is influenced by fluctuations of
income inequality.

It is interesting to note that in the Czech Republic, the growth of
income inequality affects the richest group of society, by reducing the
amount of people who live comfortably on present income. In contrast,
the growth of income inequality in Germany affects the lower class of
society by reducing the amount of people whose lives are very difficult
on present income (European Social Survey Round 1-7 Data).

Political trust and confidence
in the Czech Republic and Germany

There are lot of definitions of what political trust is. Kennet Newton
defines trust as “the belief that others will not deliberately or knowingly
do us harm, if they can avoid it, and will look after our interests, if this
is possible” (2007). Zmerli, Newton, Montéro (2006) suggest to apply
the word “trust” for attitudes towards individuals, and “confidence” —to
institutions. As Newton (1999, p. 179) writes: “while social trust be-
longs to the private sphere and is a feature of personal relations [...],
confidence belongs to the public, political sphere and is built upon sec-
ond-hand sources, particularly the mass media”.

The relation between the confidence in parliament and democracy was
also on the spotlight for many years. It was defined that democracies are
more likely to last, if citizens have positive opinions about government,

'R =-0,78, Sig=0,00 for Gini index vs “Complete trust in the parliament” in the
Czech Republic.
R =0,76, Sig=0,00 for Gini index andg‘éNo trust at all in the parliament” in Germany.
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because they are less likely to push for radical changes in the system. Po-
litical trust is often put on the same stage with political confidence, which
refers to citizens’ attitude towards the core institutions and key actors of
the political regime (Lipset and Schneider; Gamson; Hart).

For longitudinal empirical study of political trust, Fuchs et al. (1995)
have scrutinized the indicator that satisfies both the requirements of
comparability across nations and longitudinality. This indicator was
measured by asking respondents a question about their degree of satis-
faction with political institutions and democracy.

European Social Survey (ESS) includes 7 rounds (data were collect-
ed each two years from 2002). For this study the author focusses on the
following questions from ESS surveys:

e Trust in: (a) country’s parliament, (b) politicians, (c) political

parties, (d) European Parliament;

e How satisfied with: (a) present state of economy in country, (b)
the way democracy works in country, (¢) the national govern-
ment and (d) life as a whole;

e Feeling about household’s income nowadays.

The author assumes that the level of trust and the satisfaction level
should be separately studied. The level of political trust refers to the
willingness to delegate authority to the parliament for leading the coun-
try. And the level of satisfaction in turn relates to the evaluation of re-
sults of the parliament’s work.

According to the ESS surveys, the Czech Republic is a country with
critically low level of political trust (fig. 5-8). Reduction of the “total dis-
trust” level is observed after 2012 (hereinafter: European Social Survey
Round 1-7 Data, 2002; 2004; 2006; 2008; 2010; 2012; 2014). As Klaus
(2006) writes, the Czechs still distrust in western path of development, be-
cause of the historical background. But a stable positive trend is seen within
2002 and 2014. Thus, the author assumes, that with a gradual incorporation
to the global trade market and increasing strength of domestic economy, the
level of political distrust within Czech population is reducing.

Politicians and political parties do not have as high level of public
trust as the national government does. It is a good sign of how de-
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mocracy works, because only a limited group of politicians is elect-
ed to the Parliament. Thus, the difference between levels of trust in
government and politicians reflect that the worthiest politicians are
elected. Another reason for this is a high level of satisfaction with the
governmental work (fig. 11). The level of satisfaction with the state
of economy and democracy (fig. 9-10) supports this assumption and
grows since 2010.

The European Parliament has the highest level of trust (18,9% in
2014), even though it has a high distrust level (41,7%). Trust in the
European Parliament is connected with the level of satisfaction with
democracy?, and political trust — with the level of satisfaction with the
government and economy.

Results of analysis of the ESS data (fig.12) show that the majority of
Czech respondents perceive a high level of satisfaction with the life as
a whole — 57,6% in 2014. Fluctuations of the political trust level do not
influence directly the level of satisfaction with life, thus, the satisfaction
with life relates to social factors, but not to economic or political. For
more precise answer about the nature of factors that increase the level
of satisfaction with life, further research is needed.

But what certainly influences the level of political trust is unem-
ployment rate (fig. 13). The strong correlation proves that changes in
the unemployment rate reduce the level of satisfaction with life and
the feeling about the household’s income (fig. 14). The connection is
very clear: the higher the unemployment rate — the worse the subjective
perception of household’s income® and lower the level of satisfaction
with life*.

2R =0.89, Sig=0.00 for “How satisfied with present state of economy in country” vs
“Trust in country’s parliament”.

R = 0.94, Sig=0.00 for “How satisfied with the national government” vs “Trust in
country’s parliament”.

R =0.77, Sig=0.00 for “How satisfied with the way democracy works in country” vs
“Trust in European Parliament”.

3 R=0.85, Sig=0.00 for Unemployment rate vs feeling “Difficult on present in-
come”, R=-0.81, Sig=0.00 for Unemployment rate vs feeling “Living comfortably on
present income”.

4 R=-0.82, Sig=0.00 for Unemployment rate vs “Extremely satisfied with life”.

— 100 —



WWwWw.ej.soc-journal.ru
© CoBpeMeHHBIE HCCIEOBAHUS COIUATBHBIX TPOOJIeM (ATIEKTPOHHBIN HAYYHBIN KypHAa),
Modern Research of Social Problems, Ne 9(65), 2016

Trust in parliament (the Czech Republic)

60,0 @
50,0 /’ \
40,0 — \_./.

% of population
w
o
o

20,0 —0
10,0 &
0,0
2002 2004 2008 2010 2012 2014
—®— No trust atall —@®—Neutral —@®=—Complete trust
Figure 5. Trust in Parliament 20022014 (the Czech Republic)
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Figure 7. Trust in political parties 2002-2014 (the Czech Republic)
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Figure 9. Level of satisfaction with present state of economy in country 2002-2014
(the Czech Republic)
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Figure 10. Level of satisfaction with the way democracy works in country 2002-2014
(the Czech Republic)
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Figure 11. Level of satisfaction with the national government 2002-2014
(the Czech Republic)
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Figure 12. Level of satisfaction with life as a whole 20022014 (the Czech Republic)
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Unemployment rate 1991-2014 in the Czech Republic
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Figure 13. Unemployment rate in the Czech Republic (1991-2014)
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Figure 14. Feeling about household’s income 2002-2014 (the Czech Republic)

Despite having a historical background similar to the Czech Repub-
lic, the German population presents much higher overall political trust
(fig. 15-18). For instance, the highest level of trust is placed upon the
Parliament (30,1% in 2014). This is a consequence of a rapid recovery
and a subsequent development of domestic economy. At the same time,
crises in economically weaker member-countries of the EU lead to eco-
nomic consequences for Germany, because of its leading position in
the European Union. This reflects the repetitive changes of the level of
public trust in the European Parliament among the Germans (fig. 18).

The level of satisfaction with the present state of economy (fig. 19)
differs from corresponding results of the Czech Republic. Here the
majority shares the positive opinion. The amount of satisfied respon-
dents steadily grows from 2008 (17,2% in 2008 and 52,5% in 2014)
on account of decreasing “dissatisfied” part of population (from 41,8%
in 2008 to 12,7% in 2014). The highest level of dissatisfaction by the
economy, as well as by the government (fig. 20) was in 2002. It relates
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to the economic crisis in Germany in early 2000s, and the package of
reforms applied to reverse the economic downfall (“Agenda 2010”),
indirectly influenced the fast growth of the level of political confidence
after 2005.

The absolute majority (76,4% in 2014) of the Germans are satisfied
with the life as a whole (fig. 22), which is 20% higher than in the Czech
Republic. As in the case with the Czech Republic, fluctuations of the
level of the overall political trust do not influence the level of satisfac-
tion with life directly.

The unemployment rate (fig. 23) plays one of the key roles in influ-
encing the public opinion. According to results of correlation, the raise
of the unemployment rate leads to the growth of (1) the political distrust
in domestic institutions’; (2) the level of dissatisfaction with economy®.
The growth of the unemployment rate also directly influences the feel-
ing about the household’s income (fig. 24)’.

As in the Czech Republic, the level of satisfaction is influenced more
by social factors, rather than political factors. Even the unemployment
rate sometimes is presented as a social consequence of economic system.

Trust in parliament (Germany)
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Figure 15. Trust in Parliament 20022014 (Germany)

> R=-0.85, Sig=0.00 for Unemployment rate vs Complete trust in the (1) German
parliament and (2) politicians.

R=-0.81, Sig=0.00 for Unemployment rate vs feeling “Living comfortably on pres-
ent income”.

R=-0.82, Sig=0.00 for Unemployment rate vs “Extremely satisfied with life”.

¢R =-0.87, Sig=0.00 for Unemployment rate vs “Extremely satisfied with economy”.

"R=-0.91, Sig=0.00 for Unemployment rate vs feeling “Living comfortably on pres-
ent income”.

— 104 —



WWwWw.ej.soc-journal.ru
© CoBpeMeHHBIE HCCIEOBAHUS COIUATBHBIX TPOOJIeM (ATIEKTPOHHBIN HAYYHBIN KypHAa),
Modern Research of Social Problems, Ne 9(65), 2016

Trust in politicians (Germany)

70,0
g 60,0
2 50,0
_g_ 40,0
g 300 -
% 20,0
R 10,0 -
0,0
2002 2004 2006 2008 2010 2012 2014
—®— No trust at all —®—Neutral —®—Complete trust
Figure 16. Trust in politicians 2002-2014 (Germany)
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Figure 17. Trust in political parties 2002-2014 (Germany)
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Figure 18. Trust in European Parliament 2002-2014 (Germany)
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Figure 19. Satisfaction level with present state of economy in country 2002-2014
(Germany)

— 105 —



Www.ej.soc-journal.ru
© CoBpeMeHHBIE HCCIEIOBAHUS COIUATBHEIX TIPOOIeM (SNMEKTPOHHBINA HAYYHBIN KypHAI),
Modern Research of Social Problems, Ne 9(65), 2016

How satisfied with the national government (Germany)

70,0
60,0
50,0
40,0
30,0
20,0
10,0
0,0

% of population

o

2002 2004 2006 2008 2010 2012 2014

—@— Extremely dissatisfied —@— Neutral —@— Extremely satisfied

Figure 20. Satisfaction level with the national government 2002-2014 (Germany)
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Figure 21. Satisfaction level with democracy 2002-2014 (Germany)
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Figure 22. Satisfaction level with life as a whole 20022014 (Germany)
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Figure 23. The unemployment rate in Germany (1991-2014)
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Feeling about household's income nowadays (Germany)
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Figure 24. Feeling about household’s income 2002-2014 (Germany)

Conclusions

By this research the author explored consequences of economic
changes in the Czech Republic and Germany. Fluctuations of GDP and
GNI growth lead to respective changes in the income inequality. The
more the country develops — the higher the Gini index gets.

With the cutback of the economic activity in the country raises the
unemployment rate. On the grounds of the strong influence of the un-
employment rate (UR) on the public opinion, the author considers it
(UR) as a social consequence of economic changes.

For a stable development of any country, a high political confidence
is needed. The level of complete trust in the parliament in observed
countries is on a low level (16,3% in Czech Republic and 30,1% in Ger-
many). The majority in both countries shares neutral position on that
question. The level of satisfaction with the government in the Czech
Republic (19,4%) is higher than the level of trust in the Czech Parlia-
ment. But in Germany the same satisfaction level (26,9%) is slightly
lower than the level of trust in the national Parliament.

The income inequality is higher in Germany (the Czech Republic holds
the 4™ or the 1* place, depending on the methodology of calculating the
index, thus this is the one of the fairest countries in the EU). The rise of
Gini index leads to decrease the level of the political trust and levels of
satisfaction with government and economy. In Germany the connection is
stronger and the public distrust spreads rapidly with the rise of inequality. It
explains that in Germany, people are more concerned about the inequality
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(72,9% agreed that the government should reduce the income inequality).
Furthermore, the inequality in Germany affects the lowest class of society,
and cumulative dissatisfaction might lead to the growth of protest activity.

This study proves the working hypotheses that economic growth
leads to increased political confidence, in case of reduced income in-
equality. The economic growth has a positive correlation with the
income inequality. The rise of the inequality is negatively correlated
with the political trust. The unemployment rate rises with the economic
downturn and thus, affects the level of satisfaction with life through
changes in feeling about household’s income. Thereby, for stable de-
velopment, government should reduce the income inequality, which is
a consequence of the economic growth.
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