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Abstract 

 

The aim of this paper is to examine the relationship between electoral support and the 

economy over the period 2004 to 2013, paying particular attention to the impact of the 

economic strategy pursued by the Coalition government in Britain since the general election 

in May 2010.  This involves modelling the relationship between voting intentions, 

perceptions of economic performance, inflation and unemployment using an aggregate time 

series analysis.  The evidence shows that when Labour was in office, support for the party 

was strongly influenced by the state of the economy, as was support for the Conservatives.  

However, since the Coalition came to power, the relationship between the economy and 

political support has changed, with neither the Conservatives nor the Liberal Democrats 

gaining from a fairly rapid growth in economic optimism which has taken place since early 

2013.   The paper explains this change in terms of a widespread perception among the public 

that none of the major parties can effectively manage Britain’s economic problems.  It is also 

the case that optimism about the national economy has not significantly percolated down to 

the level of the individual voter.   So individuals may be more optimistic about the future of 

the national economy but they are still being badly affected by the recession.   

[Keywords:  Economic Voting; Austerity Policies; Time Series Analysis] 
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‘The Economic and Electoral Consequences  

of Austerity Policies in Britain’ 

Introduction  

 

 The 2010 general election in Britain resulted in a hung parliament and after five days 

of intense negotiations, Britain’s first formal coalition government since the Second World 

War was formed on May 11th 2010.  The Conservative-Liberal Democrat duo was an unlikely 

match, composed of two parties with historically different ideologies, policy goals and bases 

of support.  The agreement between the Coalition parties provided a roadmap for their 

partnership and it constructed a narrative which argued that Britain needed a strong, stable 

and prudent government to deal with what had become a protracted economic crisis.   

This was a popular message at the time.  The June 2010 British Election Study 

Continuous Monitoring Survey1 revealed that 41% of respondents thought that the 

Conservatives were the best party for handling the economy, and a further 11% said that the 

Liberal Democrats could do the best job.  In sharp contrast, only 23% thought that Labour 

was best on the economy.  Labour was clearly paying a heavy price for being in power during 

the financial meltdown and subsequent recession.  The political-economic context thus did 

much to validate the terms of the Coalition Agreement and the new government it produced. 

The aim of this paper is to examine the relationship between voting intentions, 

perceptions of economic performance, inflation and unemployment using an aggregate time 

series analysis over the period 2004 to 2013, paying particular attention to the effects of the 

economic strategy pursued by the Coalition government in Britain since May 2010.  The 

Coalition parties will be judged on their economic record at the next general election, and so 

the impact of the economy on political support will be a key factor in explaining the outcome 

of that election.   
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The Coalition government started with a mandate to address the debt crisis and 

economic recession and it prosecuted the task with vigour.  Immediately after the general 

election there was a great deal of support for the proposed austerity programme, with 

widespread agreement among elites and public alike about what should be done (Whiteley et 

al. 2013).  However, it is now more than three years since the Coalition came to power and it 

has become increasingly possible to assess the longer term political impact of these policies. 

The paper begins by briefly reviewing the literature on economic voting before 

examining trends in the British economy over nearly a ten year period from 2004 to 2013.  

This is followed by section which specifies and tests models of the relationship between 

voting intentions and the economy using monthly data for the Labour government from 2004 

to 2010.  This exercise is designed to establish benchmark models of the relationships which 

can subsequently be compared with equivalent models for the Coalition government.  The 

analysis is based on the valence model of electoral choice, which has been extensively 

developed by the authors in recent publications (Clarke et al. 2004, 2009; Whiteley et al. 

2013).  In a subsequent section these models are estimated for the period of the Coalition 

government from May 2010 to November 2013.  This is done after reviewing the Coalition 

agreement and the government’s economic plans which explains the background to the 

austerity policies.   

The findings suggest that the long recession and prolonged austerity in Britain appears 

to have changed the relationship between the economy and political support compared with 

the Labour years.   Electoral support for the Labour government was strongly influenced by 

the state of the economy, which also directly fed through to support for the Conservatives.  In 

the event, the effects of the economy on voting support have greatly weakened for the 

Conservatives and Liberal Democrats since 2010.  This means that these parties are not 

receiving any credit for a marked increase in economic optimism which has occurred since 
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early 2013.  The explanation for these changes relates to shifts in public attitudes to the 

effectiveness of government in managing the economy, and also because prosperity has not 

yet reached the level of the average voter.  In a final section the implications of these findings 

for the 2015 election are discussed.          

The Relationship between the Economy and Voting 

There has been a long tradition of modelling the relationship between the economy 

and voting behaviour, which goes back more than forty years in Britain (Goodhart and 

Bhansali, 1970).  In a review of this literature Naanestad and Paldam (1994) described 

models of the economy and voting as “VP functions”, with some researchers use voting data 

and others polling data on party popularity and vote intentions to estimate effects.  In a more 

recent review Lewis-Beck and Stegmaier (2007) pointed out that more than 400 papers had 

been published on this topic up to that point covering a wide variety of countries and 

elections.   

VP functions are based on aggregate data using variables such as the average vote 

intentions for the parties, and measures of economic optimism/pessimism each month, 

quarter or year.  This approach has the advantage of estimating dynamic effects and it tends 

to average out the noise associated with individual level models of the vote.  On the other 

hand economic voting models using individual cross-sectional or panel data can include 

many more variables, so the models are more comprehensively specified (Butler and Stokes, 

1969; Clarke et al. 2004, 2009; Whiteley, 2013).   This is because aggregate analyses are 

subject to significant data limitations, both in terms of the number of observations and also 

the availability of variables measured over time.   

The estimation of VP functions has been dominated by the valence model, although 

this is often not explicitly stated and key variables are commonly omitted from the analyses.  

The term valence was introduced in a seminal paper by Donald Stokes (1963, see also Stokes 
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1992).  Within a broadly defined rational choice framework, the valence politics model 

competes with the spatial model as a rival explanation of electoral choice and party 

competition.  As part of his insightful critique of spatial models of party competition, Stokes 

argued that voters rely heavily on their evaluations of rival parties’ perceived capacities to 

deliver policy outcomes in issue areas over which there is broad consensus about what 

government should do.  The ideal type valence issue is the economy.  Since virtually 

everyone wants vigorous, sustainable economic growth coupled with low rates of 

unemployment and inflation, they will support a party or a coalition which they think are 

most likely to deliver these policies.   Persistent public concern with such valence issues 

means that they typically dominate the political agenda in Britain and other mature 

democracies (Clarke et al. 2004; 2009; Whiteley et al. 2013). Such issues are important in 

emerging democracies as well (Ho et al., 2013).  Although the mix of valence issues varies 

over time, their continuing overall salience works to focus political debate on 'who can do the 

job' rather than on 'what the job should be.'   

There are three key variables that drive voting behaviour in the valence model.  These 

are: evaluations of party performance on valence issues; partisanship; and public evaluations 

of political leaders (Clarke et al. 2004).  Valence issues such as the economy and the quality 

of public services are at the core of the model.  A strong performance in delivering a 

prosperous economy, high quality public services and security from crime and terrorist 

attacks will produce electoral rewards for incumbent parties, whereas a weak performance 

runs substantial electoral risks.   

Leader images and partisan attachments act primarily as heuristic devices in this 

analysis.  In contexts where voters have few incentives to invest time and effort in learning 

the details of politics and policy-making and recognise their limitations in gathering and 

processing relevant information, they will use cognitive and affective shortcuts to make 
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decisions (Popkin, 1991; Sniderman, Brody and Tetlock, 1991; Lupia and McCubbins, 1998; 

Lupia, McCubbins and Popkin, 2000).  These relate to evaluations of the competence of 

leaders and also the past track record of a party which is captured by the levels of partisan 

support it receives.  In this interpretation partisanship represents a running tally of 

retrospective evaluations of party performance with more distant performances being 

discounted in comparison with a more recent ones (see Fiorina, 1981).    

The spatial model of party competition, initially developed by Duncan Black (1958) 

and Anthony Downs (1957), is the main rival to the valence model.  In spatial theories there 

are widespread disagreements among the public and political parties about policy goals.  For 

example, Labour differs from the Conservatives over the issues of taxation and public 

spending, and the parties take radically different positions on Britain’s relationships with the 

European Union.  UKIP is the most eurosceptic and the Liberal Democrats the most 

europhile of the four leading parties.  Spatial models assume that individuals will support the 

party which is closest to their own views on these divisive issues.   

The spatial model can apply to the economy if the parties are perceived by the public 

as having different issue priorities (Budge and Farlie, 1983; Kiewiet, 1983).   For example, if 

unemployment is a high priority for the voters and they think that Labour is more likely to 

control it than the Conservatives, then they may very well vote Labour when the party is in 

power and unemployment is rising on the grounds that joblessness would be worse under the 

Conservatives.  Thus perceptions of different issue priorities can modify the valence model.  

However, overall a wealth of individual level evidence in Britain and elsewhere shows that 

the spatial model plays a secondary role to the valence model when it comes to understanding 

electoral choice (Clarke et al. 2004; 2009; Clarke, Kornberg and Scotto, 2009). 
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Time series models of valence politics have to be parsimonious because of the data 

limitations referred to earlier, but a good specification should include partisanship, leadership 

evaluations and indicators of the objective and subjective economies.  The objective economy 

refers to variables such as inflation and unemployment, and the subjective economy to public 

evaluations of the economy.  One issue which has preoccupied many researchers is that of 

endogeneity, that is, concerns that voting intentions drive subjective economic evaluations 

rather than the other way round (see for example Wlezian, Franklin and Twiggs, 1997; 

Anderson et al. 2004; Evans and Andersen, 2006).   If this happens, then individuals will look 

more favourably on the economy if their preferred party is in power, and this produces 

‘reverse causation’ which can lead to misleading estimates in models of vote intentions 

(Greene, 2003).  One simple device which helps to deal with this problem is to model current 

vote intentions using past or lagged measures of economic evaluations.  Since current voting 

intentions cannot influence past economic evaluations we use lagged values of the subjective 

predictors to estimate effects2. 

Trends in the UK Political Economy Over Time 

Figure 1 charts the behaviour of the ‘objective’ economy measured in terms of the 

growth in Gross Domestic Product from the second quarter of 1997, when Labour came into 

office, until the third quarter of 2013.  It shows the tremendous impact of the ‘Great 

Recession’ which started in late 2007 on living standards, but also that the worst of this 

recession was over by the time of the General Election in May 2010.  After that election 

growth declined again and while a double-dip recession did not occur, in the sense of 

negative growth, it was not until 2013 that economic prosperity clearly started to revive.  At 

the time of writing growth is positive but it is anaemic by historical standards. 

-- Figure 1 about here -- 
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Figure 2 shows the rates of inflation and unemployment using monthly data over the 

period from April 2004 to November 20133.  Once again the sharp rise in unemployment and 

the rather dramatic decline in inflation which began in early 2008, highlights the severity of 

the recession, which in the event was the worst since the 1930s (see Tett, 2009; Reinhart and 

Rogoff, 2009; Krugman, 2012).  As the Figure shows, inflation revived as growth returned 

and reached pre-recession levels by the time of the general election of 2010.  The same 

cannot be said about unemployment, however, which remained stubbornly high and did not 

show signs of recovering until 2013.  In fact the unemployment rate was given a further boost 

in 2011 by the austerity policies.  In terms of two traditional yardsticks for measuring a 

government's economic performance—unemployment and inflation—the Coalition's record 

up to the mid-term was, to use David Cameron's term, 'disappointing'.   

-- Figure 2 about here-- 

Turning to the subjective economy, Figure 3 tracks public evaluations of the 

performance of the economy measured by perceptions that the national economy worsened 

over the previous year.  The data come from the Essex Continuous Monitoring Survey.   This 

particular measure has been frequently used as an indicator of the subjective economy in a 

number of different countries (Lewis-Beck, Nadeau and Foucault, 2013)4.  The figure shows 

that a rather rapid increase in pessimism occurred after the run on the Northern Rock Bank 

which took place in September 20075.  However, by the start of 2010 economic pessimism 

had regained its pre-crisis levels and as the general election approached, optimism about the 

economy increased and the change of government gave it an additional boost.  Subsequently 

pessimism returned after the Coalition austerity strategy was announced and started to be 

implemented.   Clearly the public were reacting to the gloomy rhetoric about the need for cuts 

which became central to the Coalition’s message, and also to the worsening economic climate 

in relation to growth and unemployment described in Figures 1 and 2.  However, one of the 
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most striking features of the chart is the rapid decline in economic pessimism after the start of 

2013, suggesting that the public increasingly believe that the recession is over.   

--Figure 3 about here-- 

There is a debate in literature about the use of objective and subjective measures of 

economic performance.  It became clear in the early modelling that the subjective economy is 

a better predictor of voting intentions than the objective economy (Lewis-Beck, 1988; 

Paldam, 1991; Alesina and Rosenthal, 1995; Duch and Stevenson, 2008).  However, the 

argument that subjective measures are endogenous, a point made earlier, has led some 

researchers to avoid using them altogether and to rely solely on objective measures (Van der 

Brug, Van der Eijk and Franklin, 2007: 26).   Figure 4 shows the relationship between the 

two types of indicators, which brings together the variables in Figures 1 and 26.   It is clear 

from that figure that the Northern Rock Bank run in September 2007 triggered widespread 

economic pessimism and inflation and unemployment responded several months later.  This 

is consistent with macro-economic models in which changes in future expectations, that is, 

subjective economic variables, occur prior to changes in the objective economy (see Fair, 

2004).    

-- Figure 4 about here – 

The relationship between voting intentions for Labour and the Conservatives, together 

with the economic pessimism measures appears in Figure 5 and it is clear that they are 

closely related.  Again after the Northern Rock bank run signalled the start of the recession, 

economic pessimism started to grow and the Conservatives quickly eclipsed Labour as the 

leading party in vote intentions.  Once again in late 2010 when economic pessimism started 

to increase following the introduction of the Coalition’s austerity strategy Labour fairly 

rapidly regained its number one position in voting intentions.  However, there is a clear 

exception to this pattern which is apparent in 2013.  Economic pessimism declined rather 
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rapidly from the start of 2013, but this had little impact on voting intentions for the two major 

parties.  The gap between Labour and the Conservatives narrowed a bit compared with 2012 

but not by much, and Labour remains ahead of the Conservatives, a position they have 

enjoyed since 2010.  Clearly, Figure 5 suggests that something has changed in the 

relationship between the economy and political support.  It the next section we start to 

investigate what this could be by modelling the relationships. 

-- Figure 5 about here – 

Modelling Political Support During the Labour Government, 2004-2010. 

The models of the economy and party support utilise relatively parsimonious specifications, 

predicting vote intentions from changes in unemployment, inflation and lagged perceptions 

that the economy has worsened in the previous year.  In addition, lagged affective evaluations 

of the party leaders and party identification are both included as part of the valence model, 

primarily to act as control variables7.  The results of the analyses appear in Table 1 for the 

three major parties from April 2004 to May 2010.   

 In the case of the Labour model, both evaluations of Tony Blair and his successor, 

Gordon Brown, had a highly significant impact on voting intentions with a rise in positive 

evaluations of the leader of one point in a given month increasing Labour vote intentions by 

just over 5 points in the subsequent month.  There is no evidence, however, that this 

relationship differed between Tony Blair and Gordon Brown’s periods of office, as the 

control for the Blair premiership shows8.  In addition, an increase in Labour partisanship of 

one percent raised voting intentions by about a third of a percent a month later.  In contrast an 

increase of one per cent in economic pessimism reduced the subsequent Labour vote by 0.07 

per cent, so the subjective economy was clearly influential during these years.  The objective 

economy was important too, with rising inflation and unemployment reducing the Labour 
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vote, although the unemployment effect was not statistically significant at the usual levels.  

The Labour model explained 77 per cent of the variance and shows no evidence of statistical 

problems associated with autocorrelated residuals or heteroscedasticity9 and so provides a 

reasonably good benchmark to measure of the impact of the economy on political support.   

 The Conservative model, by contrast, showed that there was no evidence to suggest 

that changes in partisanship or leader evaluations stimulated the vote.  This may partly be due 

to the fact, which is evident in Figure 5, that Conservative electoral success was dominated 

by economic evaluations, with growing pessimism having a very large effect on the 

Conservative vote.  An increase in economic pessimism of one percent served to increase the 

Conservative vote by 0.18 per cent a month later, or three times the magnitude of the Labour 

effect.  The implication is that Conservative fortunes were very much influenced by the 

arrival of the recession.  Alongside this, inflation had a positive impact on the Conservative 

vote, although unemployment did not.  The latter may, in part, be explained by the issue 

priority effect discussed earlier with Labour being seen as the party which ‘owns’ the issue of 

unemployment.  The Conservative model explained about two-thirds of the variance in voting 

intentions, which is marginally less than the Labour model. 

 Liberal Democrat electoral support was very much influenced by evaluations of the 

leader and also by Liberal Democrat partisanship during this period.  An increase of one 

percent in leader evaluations subsequently increased the Liberal Democrat vote by just short 

of 2.5 per cent.  Partisanship had a more modest effect, but it was larger than in the Labour 

model.  Intriguingly, Liberal Democrat support was reduced by rising economic pessimism, 

in the same way as Labour.  This is undoubtedly due to the fact that the Conservatives were 

the beneficiaries of rising economic pessimism during the Labour years because the Liberal 

Democrats were not regarded as a viable party of government at that time.  Overall the 
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Liberal Democrat model explains much less variance than the equivalent models for the 

Conservatives and Labour. 

-- Table 1 about here – 

 One problem with both the Conservative and Liberal Democrat models is that there is 

evidence of autocorrelation in the model residuals, which renders the test statistics unreliable 

(Greene, 2003).   Accordingly, both models are re-estimated using Feasible Generalised Least 

Squares, which corrects this problem, and the results appear in Table 2.  These show that the 

interpretation of the Conservative model is essentially the same as in Table 1 with economic 

pessimism and inflation both boosting the Conservative vote.  However, in the case of the 

Liberal Democrat model, no reliable effects are detected by the procedure.  This means that 

we cannot be sure that the economy had any effect on the Liberal Democrat vote during this 

period.  

Overall, the estimates suggest that the economy had an important influence on support 

for the party of government and the main party of opposition during the Labour era.  In the 

next section we examine the same relationships for the period of the Coalition government, 

after examining the background to the austerity strategy which it embarked on after the 

general election. 

The Coalition Agreement and the Economic Strategy 

 The Coalition Agreement negotiated between the Conservatives and Liberal 

Democrats was rather similar to a party election manifesto, and set out 31 different policy 

objectives relating to issues such as banking reforms, national security, foreign affairs and the 

NHS (see The Coalition: Our Programme for Government, 2010).   Key priorities were set 

out in a foreword, co-authored by David Cameron and Nick Clegg.  This stated:  

‘We are also agreed that the most urgent task facing this coalition is to tackle our 

record debts, because without sound finances, none of our ambitions will be 

deliverable’ (The Coalition Programme for Government, 2010: 7). 
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In terms of the individual party manifestoes published before the election the 

Conservatives and Liberal Democrats were at the opposite ends of the spectrum on the issue 

of budget cuts.  The Conservatives wanted big reductions implemented over a relatively short 

period of time (Conservative Party, 2010), whereas the Liberal Democrats wanted smaller 

cuts phased in over a longer period (Liberal Democrats, 2010).  It was noteworthy that the 

Coalition Agreement stated that: 

‘We will significantly accelerate the reduction in the structural deficit over the course 

of a Parliament, with the main burden of deficit reduction borne by reducing spending 

rather than increasing taxes’. (The Coalition Programme for Government, 2010: 15). 

 

Clearly, Conservative priorities had prevailed in the negotiations on this key aspect of 

the agreement.  However, in other respects the Liberal Democrats did well in getting many of 

their policy priorities written into the agreement (see Quinn, Bara and Bartle, 2011).  Both 

parties secured some of their policy priorities, even if the core issue of budget cuts favoured 

the Conservatives.   

 One of the first changes made by the new Coalition Government was to establish a 

new Office of Budgetary Responsibility (OBR) charged with publishing data on government 

spending, monitoring fiscal targets and providing short- and medium-term economic 

forecasts.  Setting up the OBR was a response to the criticism that the Treasury had been 

repeatedly over-optimistic in its forecasts of growth and spending under the previous 

government.  Chancellors of the Exchequer have an incentive to massage the figures and 

according to the OBR this had gradually weakened the credibility of Treasury forecasts over 

time (Office of Budgetary Responsibility, 2012).  The OBR was the organizational aspect of 

a plan to gain credibility in financial markets by specifying substantial cuts while at the same 

time ensuring that they were monitored by an independent agency.   

Initially, the Coalition Agreement specified cuts of £6 billion to non-frontline services 

in the financial year 2010-11, while at the same time announcing an emergency budget aimed 
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at further reducing the deficit.  This budget planned spending cuts of £32 billion per year by 

2014-15 and a spending review was announced later in the year to work out the details.  In 

addition, an £11 billion reduction in welfare spending and a two-year freeze in public sector 

pay were announced.  On the taxation side, the budget sought to raise an additional £8 billion 

in revenue by increasing the value-added tax from 17.5% to 20% and by increasing the 

standard and higher rates of Insurance Premium Tax to 6% and 28%, respectively, from 

January 2011 (HM Treasury, 2010).   Other measures included a bank levy forecast to raise 

£1.2 billion in 2011-12 and £2.3 billion in 2012-13, and an increase in the capital gains tax 

for the highest earners (Office of Budgetary Responsibility, 2012).   

The emergency budget report summarized the plans in the following terms:  

‘The budget and the plans the Government inherited represent a total consolidation of  

£113 billion per year by 2014-15 and £128 billion per year by 2015-16, of which £99 

billion per year comes from spending reductions and £29 billion per year from net tax 

increases.  By 2015-16 77 per cent of the total consolidation will be delivered through 

spending reductions’ (H.M Treasury, 2010: 2). 

 

Drawing on forecasts from the OBR the Coalition Government claimed that public-

sector borrowing would decline to 1.1% of gross domestic product by 2015-16, the structural 

deficit would be eliminated by 2014-15 and a surplus of 0.8% of GDP would emerge by 

2015-16.  Finally, the new Government argued that public-sector net debt would peak at 70% 

of GDP in 2013-14 before declining to 67% of GDP in 2015-16 (HM Treasury, 2010: 2).  

This was a very ambitious plan which aimed to deal with the deficit within the lifetime of a 

Parliament.  In the event the OBR Economic and Fiscal Outlook, published three years later 

in March 2013 radically revised these optimistic projections suggesting that public sector 

borrowing in 2015-16 would be 5.5% of GDP not just over 1%, and the structural deficit 

would not be eliminated by the time of the next election after all (Office of Budgetary 

Responsibility, 2013). 
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The economics of the plan are essentially pre-Keynesian in the sense that they 

prioritize a balanced budget over everything else, arguing that this is an essential precondition 

for economic recovery.  Governments in the late 1920s and early 1930s had taken the same 

approach and Keynes famously had strongly disagreed with them.  His key contribution to 

macroeconomic policy-making was to stress the importance of supporting consumption 

spending during a recession (Keynes, 1936, 245-254;  Skidelsky, 2010, 174-178).  He argued 

that there was no automatic mechanism for increasing spending in this situation so that full 

employment would eventually be reached.  In contrast, the pre-Keynesian or classical theory 

held that a reduction of interest rates would achieve increased spending by discouraging 

savings, while at the same time promoting investment since entrepreneurs could borrow at 

very cheap rates.  In the classical analysis, the interest rate, or the price of borrowing, was the 

mechanism that brought savings and investment into equilibrium (Blaug, 1985).   

For Keynes no such mechanism existed, since in his view even if interest rates were 

reduced to zero this would not necessarily stimulate investment if businessmen were 

uncertain of demand for their products.  Similarly, savers would not necessarily be persuaded 

to run down their savings and spend more even if they were getting no returns at all, again 

because of uncertainty about the future.  This is why he advocated government intervention 

in the economy to raise consumption by increasing public expenditure, and eventually restore 

full employment.  

In light of this discussion we examine the political support models during the period 

of the Coalition government to determine what happened to the political economy of electoral 

support over this period.  

Modelling Political Support During the Coalition Government, 2010 to 2013  

The political support models estimated for the Coalition government from May 2010 to 

November 2013 appear in Table 3 using the same specification as the models in Table 1.  In 
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the case of the Labour voting intentions, party leadership had a highly significant impact on 

support with an effect similar to that found during the Labour government.  The major change 

in comparison with the earlier estimates is that economic pessimism now stimulates support 

for Labour rather than reduces it, which is exactly what one would expect after the party went 

into opposition.  This is consistent with a ‘reward-punishment’ model in which incumbents 

are punished for a bad performance and opposition parties are rewarded (see Key, 1968).   

 The Labour model is a poor fit and fails the heteroscedasticity test, which implies that 

the model residuals are subject to considerable volatility making the test statistics 

unreliable10.  This issue can be addressed by estimating an Autoregressive Conditional 

Heteroscedasticity (ARCH) version of the model, an approach developed originally to 

analyse volatile financial time series (Engle, 1982; Enders, 2009).  The results of this exercise 

appear in the second column.  This revised model shows that both the subjective and 

objective economic measures influence Labour vote intentions, with economic pessimism 

and rising inflation boosting support while rising unemployment reduces it.  The latter effect 

implies that voters are still blaming Labour for unemployment some years after it lost office.  

However, this finding should be interpreted with caution, since statistical problems in the 

Labour model can be attributed in part to its parsimonious specification.  When we expand 

the number of predictors in the model below, this helps to solve that particular problem.   

-- Table 3 about here -- 

 The earlier Conservative model showed that the party gained votes from economic 

pessimism and Labour lost them during its years in office.  It is readily apparent from Table 3 

that economic pessimism has no effect on Conservative vote intentions during the Coalition 

years, which gives statistical support to the trends observed in Figure 5.  Clearly, the 

relationship between the subjective economy and voting intentions no longer works in the 

same way as it did earlier for the main party of government.  Similarly, there are no 
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statistically significant relationships between the objective economic variables and 

Conservative vote intentions, although the signs of the effects are negative as expected.  The 

Conservative model has no statistical problems, which suggests that the political economy of 

electoral support has changed since 2010.  

 The Liberal Democrat model in Table 3 is rather similar to that of the Conservatives, 

in that party leadership evaluations and partisanship both influence Liberal Democrat vote 

intentions, while at the same time there is no evidence that the subjective or objective 

economy do so.  The goodness of fit of the Liberal Democrat model is significantly higher 

than for the Conservatives and Labour, in part because vote intentions for the party have 

remained relatively stable since 2010.   

 What could explain these findings?  One possible explanation, put forward by the 

Labour leader Ed Miliband, is that most people in Britain have experienced a fall in their 

living standards as the cost of living has outpaced the growth in incomes over the last few 

years.  They are aware that the national economy is improving, as Figure 3 demonstrates, but 

this improvement does not appear to apply to them.  Accordingly, the Coalition parties do not 

receive any benefits from growing economic optimism at the national level, because it does 

not trickle down to the average person.    

A question in the surveys asking about personal experiences of the recession gives 

support to this hypothesis.  Respondents were asked: ‘Have you personally been affected by 

the financial crisis that is affecting world markets?’  Figure 6 shows the percentage of 

respondents who said that they had been affected ‘a great deal’ or ‘somewhat’ by the crisis.  

The series can be compared with the economic pessimism measure introduced earlier.  It is 

clear from the figure that by 2013 there was a considerable mismatch between pessimism 

about the national economy and perceptions that the individual has been affected by the 

crisis.  The former had declined a lot over time, whereas the latter had changed hardly at all.  
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-- Figure 6 about here – 

  Another possible explanation for the lack of a relationship between the economy and 

political support for the Coalition parties is that the public are becoming jaundiced about 

whether any party can solve Britain’s economic problems, following five years of recession.  

This hypothesis can be tested using the following question in the monthly surveys: ‘With 

Britain in economic difficulties, which party do you think could handle the problem best – the 

Conservative Party, the Labour Party or the Liberal Democrats?’  In responding, individuals 

could choose an option which stated that no party was best at solving the problem.  Figure 7 

shows trends in these perceptions, together with the percentage of respondents who stated 

that they did not know which party was best.   It is evident that in the months immediately 

following the general election, there was a rapid increase in public scepticism about the 

ability of any of the major parties to solve the problem.  Undoubtedly, this scepticism was 

fuelled by the gloomy messages emanating from the Coalition government about the need for 

austerity.  This belief continued to grow over time, albeit at a slower rate than earlier.  It 

reached a high point in July 2013 with some 43 per cent of respondents opting for ‘no party’ 

or for ‘don’t know’, despite the fact that economic optimism had been rising rapidly since the 

start of the year.  Clearly, if many people believe that the economy is getting better, but at the 

same time think that no party can manage it effectively, they are unlikely to reward the major 

parties with their votes.  

-- Table 4 about here – 

  Table 4 re-estimates the models in Table 3 with the two new variables added as 

predictors of voting intentions.  In the case of Labour, both variables have a significant 

positive impact on the vote, with respondents personally affected by the crisis or thinking that 

no party can solve it, being more likely to vote Labour.  Moreover there are no statistical 

problems with the new specification.  It is interesting that economic pessimism is no longer a 
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significant predictor of Labour voting intentions in the revised model in Table 4.  This 

suggests that Labour support is not driven by national economic evaluations, but rather by the 

economic circumstances of individual voters and disillusionment with the mainstream parties.  

The former effect supports the cost of living crisis narrative used by Labour, with those 

affected not responding to the growing economic optimism at the national level by rewarding 

the Coalition parties.  The latter, however, appears paradoxical since respondents could have 

chosen Labour as the best party for managing the economy, and yet there is no increase in the 

percentage of respondents opting for the party11.   

The most plausible explanation for the finding that Labour benefits from 

disillusionment with the mainstream parties is that three years after the election the public 

were much less likely to blame the party for the economic crisis than they were in 2010.  

There is support for this conjecture in the responses to a question which asked individuals to 

assign blame for the crisis.  In October 2010 some 34 per cent of respondents blamed Gordon 

Brown for the economic crisis, but by October 2013 this was down to 26 per cent.   In other 

words many individuals who thought that no party could solve the crisis are nonetheless 

choosing Labour as the default option, even though they do not have much faith in its 

abilities.  The party is the ‘least worst’ option as far as these voters are concerned.  This 

interpretation is reinforced by the results of the Conservative and Liberal Democrat 

modelling in Table 4.  It is apparent that the perception of no party being able to solve the 

economic crisis weakens support for both of these parties.  The question asks about all three 

parties, but it appears that disillusioned voters direct their concerns at the incumbents when it 

comes to changing their vote.   

-- Figure 8 about here -- 
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This latter point raises the question of support for parties other than the big three.  

Clearly, if respondents think that none of the major parties can solve the economic crisis they 

may be tempted to opt for a party which is outside the mainstream.  This perception 

undoubtedly played a role in explaining the outright victory of the Scottish Nationalists in 

elections to the Edinburgh Parliament in 2011.  But it might also play a role in explaining the 

rise in support for the United Kingdom Independence Party which is charted in Figure 8 and 

compared with the Liberal Democrat support.  The chart shows that UKIP first overtook the 

Liberal Democrats in voting intentions in January 2012, but it was not until early 2013 that it 

established a clear lead over that party in the polls.  It is interesting to repeat the modelling 

exercise for UKIP, and this is done in Table 5 which contains all of the predictors for the 

models in Table 4, and in addition a measure of trends in approval of British membership of 

the European Union to act as a control12.    

-- Table 5 about here – 

 The OLS estimates of UKIP voting intentions appear in Table 5, and because the 

model fails the heteroscedasticity test an ARCH version is estimated and this appears in the 

second column.  Two robust findings emerge from this exercise, the first being that David 

Cameron is clearly a recruiting sergeant for UKIP voters, since the party gains support when 

his popularity declines.  The second is that UKIP support is clearly driven by perceptions that 

none of the major parties can manage the economic crisis.  This suggests that UKIP is no 

longer a single issue party attracting only eurosceptic voters, but now attracts support from 

voters discontented with the economic performance of the Coalition as well (Clarke et al. 

2014). 
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Conclusions:  Party Support in an Age of Austerity 

 Such is the magnitude of the political damage produced by the financial and economic 

crisis that the relationship between economic performance and voting intentions captured by 

VP functions has changed since the Coalition government took office in 2010.  In the Labour 

years both subjective and objective economic variables influenced support for the incumbent 

party.  At the same time the main opposition party, the Conservatives, did well out of the 

crisis which hit the British economy in late 2007.  But this has now changed with little or no 

evidence to support the proposition that the Conservatives and Liberal Democrats are 

benefitting electorally from growing optimism about the national economy which has 

emerged in 2013.    

Two factors appear to account for this change: firstly the number of voters who feel 

affected by the recession has hardly changed at a time when there is a significant growth in 

economic optimism about the national economy.  Individuals may be aware that the economy 

is recovering from recession, but they have yet to feel the benefits themselves.  The second is 

the growing perception that no major party can solve Britain’s economic problems.  This 

perception reduces support for both the Conservatives and Liberal Democrats, although 

Labour appears to have escaped the logical consequences of it.  The fact that Labour was last 

in power more than three years ago means that the previously potent argument that the party 

was responsible for the economic crisis is a wasting asset for the Coalition.  Another 

beneficiary of this perception is UKIP, and this undoubtedly plays a role in explaining why 

the party has replaced the Liberal Democrats as the third party of British politics in terms of 

vote intentions in 2013.   

 With regard to the prospects for the 2015 general election, the Coalition government 

is now almost entirely reliant on the return of economic optimism being translated into a ‘feel 

good’ factor at the level of the individual voter. It will not be able to take credit for economic 
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recovery until real incomes start rising again for the average citizen.  Part of the Coalition 

strategy for the election will be to try and convince voters that Labour was responsible for the 

recession, but as we have seen the force of this argument is weakening over time.  Moreover, 

UKIP is more of a threat to the Conservatives than it is to the other major parties (Clarke et 

al. 2014).  UKIP has become a magnet for discontent, a role traditionally played by the 

Liberal Democrats until they entered government in 2010.  Clearly, the run-up to the 2015 

election promises to be a very interesting time in British politics.   
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Endnotes 

 
1 See http://bes2009-10.org. 

 
2  This is not a costless exercise since if a variable such as partisanship influences vote 

intentions fairly rapidly, then utilising partisanship lagged one month might significantly 

weaken the estimates of the impact. The objective economic variables do not need to be 

lagged, since there is no evidence to suggest that voting intentions in a given month will 

directly influence inflation and unemployment. 

 
3  The time frame is imposed by the subjective variables collected as part of the Essex 

Continuous Monitoring Survey.  This study was initiated in April 2004 as part of the British 

Election Study (BES).  The 2005 and 2010 BES surveys were conducted by Paul Whiteley, 

Harold D. Clarke, David Sanders and Marianne C. Stewart with financial support from the 

Economic and Social Research Council (RES-304253001; RES-552250001).  These studies 

have continued since the BES finished in December 2012. 

 
4 The question used to measure this is: 'How do you think the general economic situation in 

this country has developed over the last 12 months?'  Responses are: 'got a lot better'; 'got a 

little better'; 'stayed the same'; 'got a little worse'; 'got a lot worse'.   
 
5 The correlation between perceptions that the economy was better and that it was worse was 

-0.92 over this period, so optimism is the mirror image of pessimism.  

 
6 The economic pessimism measure has been rescaled by dividing it by 10, to facilitate 

comparisons with the objective measures.  

 
7 Partisanship is measured with the question: ‘Generally speaking, do you think of yourself as 

Conservative, Labour, Liberal Democrat or what?’  The aggregate measure is the percentage 

of respondents who choose one of the parties in the monthly surveys.  The leadership 

evaluation measure is provided by the following question: ‘Using the 0 to 10 scale, where 10 

means strongly like, and 0 means strongly dislike, how do you feel about {name of leader}?’ 

The aggregate measure is the average scores on this scale for each of the leaders in the 

monthly surveys.  

8 When Blair was Prime Minister this variable scored one, and zero thereafter.  

 
9 These are investigated using Durbin’s test of autocorrelated residuals and an ARCH test for 

heteroscedasticity (see Becketti, 2013). 

 
10 OLS regression assumes that the residual variance is constant over time and the 

heteroscadasticity test examines if this is the case (see Kennedy, 2003: 133-139) for an 

exposition of this problem. 

 
11 In November 2010 28 per cent of respondents opted for Labour in response to this question 

and by November 2013 it was 27 per cent.  

 

http://bes2009-10.org/
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12 The surveys did not carry a measure of leadership evaluations for Nigel Farage, the UKIP 

leader, and so leadership evaluations of David Cameron are used instead.   
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Figure 1 Growth of Gross Domestic Product 1997 to 2013 in Britain 

 

Source: Office of National Statistics 
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Figure 2 Unemployment and Inflation April 2004 to November 2013 

 

Source: Office of National Statistics
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Figure 3 Economic Pessimism, April 2004 to November 2013 

Source: Essex Continuous Monitoring Survey
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Figure 4 The Relationship between the Objective and Subjective Economies 

 April 2004 to November 2013 

Source: Essex Continuous Monitoring Survey 
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Figure 5 The Relationship between Voting Intentions and Economic Pessimism, 

April 2004 to November 2013 

 

Source: Essex Continuous Monitoring Survey 
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Figure 6 Trends in National Economic Pessimism and Perceptions of Being Personally 

Affected by the Economic Crisis, May 2010 to November 2013 

 

 

Source: Essex Continuous Monitoring Survey 
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Figure 7 Perceptions that No Party Can Solve the Economic Crisis, 

May 2010 to November 2013 

 Source: Essex Continuous Monitoring Survey 
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Figure 8 Liberal Democrat and UKIP vote intentions, May 2010 to November 2013 

 

Source: Essex Continuous Monitoring Survey 
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Table 1 The Relationship between the Economy and Voting Intentions for Labour, the 

Conservatives and Liberal Democrats, April 2004 to May 2010 (N=73) 

 

 

Predictors 

Labour Voting Conservative 

Voting 

Liberal 

Democrat Voting  

Party Leader Affect (lagged)    5.25*** -0.03     2.41*** 

   Partisanship (lagged)   0.32* 0.04 0.43* 

Economy Worse (lagged)     -0.07**      0.18***      -0.05*** 

Change in Unemployment -3.35 0.26 0.31 

Inflation (change in Retail 

Price Index) 

    -2.46***    1.32** -0.01 

Tony Blair’s Premiership -0.11 ___ ___ 

Durbin’s Residual 

Autocorrelation Test 

0.10   4.68** 6.93** 

Heteroscedasticity Test 1.04 0.20 0.22 

        Adjusted R-Square  0.77 0.67           0.36 

    

(p<0.10 = *; p<0.05=**; p<0.01=***) 
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Table 2 Feasible Generalised Least Squares Estimates of Conservative and Liberal 

Democrat Vote Intentions, April 2004 to May 2010 (N=73) 

 

Predictors 

Conservative Voting Liberal Democrat Voting  

Party Leader Affect (lagged) -0.19 0.78 

Partisanship (lagged) -0.06 -0.21 

Economy Worse (lagged)       0.17*** -0.04 

Change in Unemployment 2.76 0.50 

Inflation (change in Retail 

Price Index) 

  0.97* 0.65 

Autocorrelation Coefficient 

of Model Residuals 

                  0.31**                     0.66** 

        Adjusted R-Square                   0.51                     0.21 

   

(p<0.10 = *; p<0.05=**; p<0.01=***) 
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Table 3 The Relationship between the Economy and Voting Intentions for Labour, the 

Conservatives and Liberal Democrats, May 2010 to November 2013 (N=43) 

 

Predictors 

Labour 

Voting 

Labour 

Voting(&) 

Conservative 

Voting 

Liberal 

Democrat 

Voting  

Party Leader Affect 

(lagged) 

      5.09****    8.66***    7.98***     2.16*** 

Partisanship (lagged) -0.12        -0.01 -0.55**      0.65*** 

Economy Worse    

(lagged) 

   0.09**    0.08*** 0.02 -0.01 

Change in 

Unemployment 

-0.80 -7.12*** -4.90 1.16 

Inflation (Change in 

Retail Prices Index) 

1.79  3.33*** -0.51 -0.56 

Durbin’s Residual 

Autocorrelation Test 

0.64 ___ 0.01 0.38 

Heteroscedasticity Test   9.42** ___ 0.91 2.65 

ARCH Coefficient 

(lagged) 

          1.52*   

Adjusted R-Square  0.16 ___ 0.52 0.69 

Wald Chi-Square  79.3***   

(& Autoregressive Conditional Heteroscedasticity Estimates) 

 (p<0.10 = *; p<0.05=**; p<0.01=***) 
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Table 4 Enhanced Models of the Relationship between the Economy and Vote 

Intentions for Labour, the Conservatives and Liberal Democrats, May 2010 to 

November 2013 (N=43) 

 

Predictors 

Labour Voting 

 

Conservative 

Voting 

Liberal Democrat 

Voting  

Party Leader Affect 

(lagged) 

      5.11****    5.38***    0.76 

Partisanship (lagged)            -0.21          -0.45**               0.48*** 

Economy Worse    (lagged)  0.03            0.01 -0.02 

Change in Unemployment 2.13          -4.75 -0.34 

Inflation (Change in Retail 

Prices Index) 

1.77          -0.62 -0.49 

No Party is Best at 

Handling the Economy 

    0.15***  -0.20***      -0.20*** 

Respondent Affected by the 

Recession 

  0.32**          0.07 0.02 

Durbin’s Residual 

Autocorrelation Test 

           0.05         0.09              0.38 

Heteroscedasticity Test            0.49         0.01              0.27 

    Adjusted R-Square           0.35         0.59 0.73 

(p<0.10 = *; p<0.05=**; p<0.01=***) 
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Table 5  The Relationship between the Economy and Vote Intentions for UKIP, 

May 2010 to November 2013 (N=43) 

 

Predictors 

UKIP Voting 

 

UKIP Voting (&) 

David Cameron Leader 

Affect (lagged) 

      -3.62***       -3.64*** 

UKIP Partisanship (lagged)                       0.50*                     0.11  

Economy Worse    (lagged) -0.03   -0.09  

Change in Unemployment -0.30 0.65 

Inflation (Change in Retail 

Prices Index) 

-0.01 0.18 

No Party is Best at 

Handling the Economy 

    0.21***      0.26*** 

Respondent Badly Affected 

by the Recession 

  -0.36**  -0.13 

Disapprove of UK 

Membership of the EU 

                   -0.04  

 

-0.13 

Durbin’s Residual 

Autocorrelation Test 

                   0.32                    _____ 

Heteroscedasticity Test                    2.82*                   _____ 

ARCH Coefficient (lagged)                   _____                    0.74* 

       Adjusted R-Square                    0.71                  _____ 

      Wald Chi-Square                    169.1*** 

(& Autoregressive Conditional Heteroscedasticity Estimates) 

(p<0.10 = *; p<0.05=**; p<0.01=***) 
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