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Abstract

Economic knowledge plays a central role in many theories of political behavior. But
empirical studies have found many citizens to be poorly informed about the official
state of the economy. Analyzing two waves of the Eurobarometer database, we re-
examine the distribution of public knowledge of three macroeconomic indicators in
two dozen European countries. Respondents with high income and education give
more accurate estimates than others, in line with previous studies. As we show, how-
ever, such differences in knowledge do not only reflect varying levels of information.
People’s estimates are also shaped by affective dynamics, in particular a more pes-
simistic outlook that leads to overestimation of official unemployment and inflation
(but not growth) figures. We find that emotive factors can bias inflation and unem-
ployment estimates of respondents who find themselves in a privileged economic
situation in a direction that incidentally also makes them more accurate, even though
respondents are not necessarily being better informed. In real-world politics, offi-
cial economic statistics thus do not function as a shared information backdrop that
could buttress the quality of public deliberation. Instead, knowledge of them is itself
driven by personal socio-economic circumstances.

Keywords Macroeconomic indicators - Economic knowledge - Public perceptions -
Growth - Inflation - Unemployment

Introduction

Citizens’ knowledge about national economic performance plays an important role

in many models of political behaviour. The economic voting literature has found
incumbents’ re-election chances to increase when the economy does well, and to
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shrink when it does not (Kramer 1971; Lewis-Beck and Stegmaier 2000; Healy
et al. 2017). Scholarship suggests that, for that reason, democratic leaders actively
use monetary and fiscal stimuli just before elections (Nordhaus 1975; Alesina and
Roubini 1992; Brender and Drazen 2008). Public debates and media narratives,
too, frequently take a strong connection between economic fortunes and the fate of
incumbent politicians as given.

At least implicitly, many of the underlying theories and cognitive models pre-
sume voters to be relatively well-informed about the state of the national economy.
Studies of public economic knowledge have come to quite different conclusions,
however: it is generally poor and unequally distributed, with economic knowledge
strongest among the affluent and highly-educated.

We re-visit and advance this literature through a systematic evaluation of the two
Eurobarometer waves that probed European citizens’ knowledge of official national
unemployment, inflation, and growth statistics in two dozen countries in 2007 and
2015.! Confirming earlier studies, many respondents’ estimates diverge substantially
from official figures, and they vary systematically with respondents’ socio-economic
status. The less educated and affluent respondents are, the further off estimates lie.
Respondents with high education and well-paying jobs—social groups to which we
refer as socio-economic “insiders”—tend to offer estimates closer to official head-
line indicators.

Previous studies have interpreted such patterns as evidence that insiders are better
informed about current affairs than outsiders. But that is not a foregone conclusion.
Economic views of those in society who find themselves in a privileged position
can be more in line with the official state of the economy not because they are more
knowledgeable or possess higher “cognitive ability” (Stimson 1975), but because
mainstream narratives about the economy track their life-experiences more closely
than those of more marginalized groups. A recent study has shown the reporting
of economic news to be ‘class-biased’ in the sense of being more sensitive to the
changing economic fortunes of the rich than those of the poor (Jacobs et al. 2021,
p. 1017): “the ‘economy’ [as represented in the news media] on which most voters
have been voting has, in an important sense, not been theirs.” Similar dynamics may
also shape public knowledge about official macroeconomic statistics.

As we show, most people overestimate inflation and unemployment figures, such
that those who offer atypically optimistic (i.e. low) estimates may be simply extrapo-
lating from their own more comfortable situation. Low estimates may be less a sign
of knowledge than of an optimistic guess. The economic knowledge of socio-eco-
nomic insiders may be colored by their societal position and experience—their affect,
in other words—as much as that of outsiders.

Our key contribution thus lies in further unravelling the patterns in people’s
biased economic knowledge. Theoretically, we distinguish informational drivers
(some people know better) from affective ones (answers are driven by optimism or
pessimism). Empirically, a specific feature of our data helps us tease the two apart:

! To our knowledge, these two waves are the only ones in which respondents were asked to estimate offi-
cial macroeconomic statistics, constraining our ability to extend our analyses beyond those two waves.
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for inflation and unemployment indicators, poor information and pessimism both
push estimates upwards, making the two hard to distinguish. But for growth figures,
low estimates point to pessimism. This allows us to discern different sources of mis-
estimation. For instance, someone who overestimates unemployment, inflation and
growth is likely to be poorly informed. In contrast, exaggerated estimates of unem-
ployment and inflation but not of growth suggest pessimism.

Leveraging these differences, we find that what people (think they) know about
the economy is not only driven by “better information” but also positive or negative
predispositions. Higher education levels and active engagement with current politi-
cal affairs are associated with better estimates. Financial security and a general trust
in statistics, however—characteristic of socio-economic insiders—correlate with
more optimistic estimates, not necessarily more accurate ones. The people whom we
find to be genuinely less informed are those who self-identify as politically far-left
or far-right, and those who do not frequently discuss politics. People on the political
fringes tend to make poor, but more or less random, guesses (a pattern that appears
to have strengthened over time). Those who rarely discuss politics give excessively
high numbers for everything: unemployment, inflation and growth.

These findings matter for how we understand the role of economic information
in politics: one could hope that statistics serve as intersubjectively shared yardsticks
against which different judgments of economic conditions can be evaluated. Statisti-
cal information could function as a corrective to affective judgments of the economy.

But this is not what we observe in practice. People’s knowledge does not only fuel
socio-economic dynamics (and for example voting behavior) but is also driven by
them. Hence, economic knowledge is not objective information that people either do
or do not possess. Instead, what people think they know about the economy depends
on their personal economic circumstances and expectations for the future.

In what follows, we first lay out how economic knowledge matters to politics, and
what we know about it already. We then outline what we argue to be the two main
alternative approaches to economic knowledge, the informational and the affective
approaches. The subsequent sections detail our hypotheses, data, model, and results.

The relevance of economic knowledge for democratic politics

Scientific literature has elucidated the importance of citizens’ economic percep-
tions and views for democratic politics. Economic voting models connect economic
performance and election outcomes—even if scholars of economic voting disagree
whether voters assign more weight to past (retrospective) or expected future (pro-
spective) developments in their economic evaluation (Mackuen et al. 1992), and
whether they care more about their own personal well-being (egocentric) or that of
their in-groups (sociotropic) (Kinder and Kiewiet 1981; Healy et al. 2017).

In economics, literature on political business cycles focusing on the “supply side” of
economic policy has drawn similar conclusions. Given their ability to influence mone-
tary and fiscal policy, politicians can be expected to stimulate the economy before elec-
tions, hoping that short-term economic improvements will be mistaken for incumbents’
policy competence. Even though the empirical evidence is somewhat mixed (Drazen
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2000), the theoretical argument is broadly accepted. Pundits have for example blamed
Donald Trump’s failed re-election bid on the Covid-19 related economic slump (e.g.
Lowrey 2020) and insufficient economic stimulus before election day (e.g. Greenblatt
2020). Beyond election time, citizen assessments of economic performance can shape
public opinion on policy issues, including trade (Rho and Tomz 2017), offshoring
(Mansfield and Mutz 2013), migration (Mayda 2006), tax policy (Pampel et al. 2019)
or climate change (Huber et al. 2020).

Although it is rarely made explicit, citizens’ economic knowledge is a key link in the
causal chain that connects macroeconomic conditions (beyond personal ones) to politi-
cal outcomes. Much of the literature mentioned above presumes that economic condi-
tions matter because voters can discern and act on them.

Empirical research has raised doubts about such knowledge—both regarding eco-
nomics as commonly taught in schools and universities (Blendon et al. 1997; Shiller
1997; Blinder and Krueger 2004; Medrano and Braun 2012; Rho and Tomz 2017)
and macroeconomic statistics (Del Giovane et al. 2009; Fullone et al. 2008; Papacos-
tas 2008; Ansolabehere et al. 2013, 2014; Mohr et al. 2014; Vicente and L6pez 2017,
Runge and Hudson 2020). One Spanish survey found more than 80 percent of respond-
ents claiming “little or no knowledge” about the effects of raising or lifting trade bar-
riers (Medrano and Braun 2012). A British study found respondents to have some
understanding of economic concepts related to personal finances—such as inflation or
interest rates—but little grasp of abstract ones such as GDP (Runge and Hudson 2020).
While economists and policymakers commonly attach great weight to a single percent-
age point of inflation or growth more or less, citizen estimates are often five percentage
points or more off the official numbers (see our detailed descriptive statistics below.)

Given such findings, much economic voting scholarship has sidestepped public
knowledge of official macroeconomic statistics as explanatory variables because—with
such large errors—it is hard to link them to political behavior directly. Some have sug-
gested that voters can gauge economic trends even without cognizance of official fig-
ures (Popkin 1991; Sniderman et al. 1991; Kayser and Peress 2012). Others have turned
attention to media narratives (Soroka et al. 2015; Kayser and Peress 2020; Jacobs et al.
2021) or partisan cues (De Vries et al. 2017; Bisgaard and Slothuus 2018) instead of
the numbers feeding those narratives.

We take one step back. What people (think they) know about national economic per-
formance indeed differs from official estimates. But that does not make such knowledge
unimportant. Instead, we argue, it challenges us to understand better what shapes the
citizen perceptions that subsequently inform political dynamics. Rather than bypassing
this link in the causal chain, we want to tease it apart empirically. But before turning to
the empirical investigation, the following sections review previous findings about pub-
lic statistical knowledge and develop our theoretical conjectures about informational
versus affective drivers of it.

What drives differences in people’s economic knowledge?

A few studies have analyzed the drivers of public knowledge of macroeconomic
statistics. Ansolabehere et al. (2014) found that Americans with less education and
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those with ethnic and racial minority backgrounds on average report higher national
unemployment figures. Suggesting that people take cues from their immediate envi-
ronments, citizens of states with relatively high unemployment also report higher
national figures. A recent report by the UK’s Office for National Statistics con-
cludes that “survey respondents were more knowledgeable, confident, and interested
in economic statistics when they were male and older, from higher socioeconomic
groups and had higher education levels” (Runge and Hudson 2020). Earlier studies
from Germany (Mohr et al. 2014) and Italy (Fullone et al. 2008) had come to similar
conclusions. Pan-European studies also show significant cross-country differences
(Papacostas 2008; Vicente and Lopez 2017), some of which may be attributed to
socio-economic differences between countries (e.g. different average levels of edu-
cation) or national economic conditions.? Others have shown how news coverage
(Soroka et al. 2015; Kayser and Peress 2020; Jacobs et al. 2021) and partisan cues
(De Vries et al. 2017; Bisgaard and Slothuus 2018) shape citizen knowledge.* Stud-
ies that have examined economic knowledge and attitudes beyond macroeconomic
statistics have identified similar patterns (Walstad 1997; Burgoon and Hiscox 2004;
Guisinger 2016).

The informational versus affective approaches to economic knowledge

These findings suggest that economic insiders, or those with relative economic priv-
ilege, have superior economic knowledge. This “informational approach” holds that
some people know better, and that better knowledge is a function of personal traits
such as education, income, gender, occupational status, and so on. In this view, eco-
nomic assessments and hence political behavior are partly a function of how well-
informed people are (Hainmueller and Hiscox 2006), or the information sources citi-
zens consult strongly influencing their political behavior (Soroka et al. 2015). This
informational view also chimes with debates in the economic voting literature about
levels of voter “sophistication” and how (inferred) cognitive abilities can influence
their disposition to behave like egocentric or sociotropic voters (Carpini and Keeter
1996; Gomez and Wilson 2007),* or whether they are forward-looking (“bankers”)
or backward-looking (“peasants”) in their economic assessments (Mackuen et al.
1992).

The alternative view—what we call the affective approach—sees differences in
economic knowledge rooted in non-informational factors such as ideological pre-
disposition, observation bias and personal circumstances, rather than in cognitive

2 We consciously do not investigate cross-country differences, but we do control for them in our analy-
ses.

3 Our datasets omit information on media consumption or partisan attachments necessary to evaluate
such dynamics. But we include proxies on respondents’ interest in politics, their ideological self-place-
ment, as well as the latter’s distance from the incumbent government position.

4 Although the nature of these supposed implications remain debated. Whereas Gomez and Wilson
(2001) claim that “low sophisticates” are more likely to be influenced by (less difficult to evaluate) socio-
tropic economic concerns, Carpini and Keeter (1996) suggest that pocketbook voting should be more
common among less knowledgeable individuals.
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abilities. Such factors matter for economic judgments more generally. Ideological
orientation, for example, informs immigration attitudes more than presumed self-
interest (Hainmueller and Hiscox 2007). Wolfe and Mendelsohn (2005) come to
similar conclusions about Canadian trade attitudes, while Mansfield and Mutz
(2013) and Mutz and Lee (2020) find ideological orientation to dominate US citizen
views of trade policy and offshoring by American companies. Legge and Rainey
(2003) see German attitudes towards privatization shaped by basic ideological ori-
entation rather than by self-interested calculation.

The informational perspective differentiates people who have knowledge from
those who do not; the affective view draws the line along differing beliefs or assess-
ments. We bring these two perspectives to macroeconomic statistics: when we find
that economic insiders provide estimates relatively close to the official figures, does
that mean they know better, or that they guess as much as everyone else, but have
biases pointing in the right direction?

Hypotheses and observable implications

For our purposes, economic knowledge is whatever people (think they) know about
the state of the economy, expressed through macroeconomic indicators. We thus do
not assume that official figures about unemployment or inflation are objectively cor-
rect. Indicators’ underlying definitions are ambiguous enough to justify doubts about
their concept validity (Aragdo and Linsi 2022; Linsi and Miigge 2019; Miigge and
Linsi 2021; Miigge 2022). At the same time, the survey questions explicitly ask for
people’s familiarity with official numbers as reported in the media, such that they
become our yardstick for accuracy.

We take differences in people’s responses as indications of their familiarity with eco-
nomic information (if the distance between personal estimates and official figures is
large but not clearly biased in one direction) or of biased perceptions (if the difference
shows clear directional biases to systematically over- or underestimate official figures).

Our data contains estimates for economic growth, inflation, and unemployment.
The former differs from the latter in two important ways: first, inflation and unem-
ployment are intuitively more concrete than growth (Runge and Hudson 2020). They
are about life getting more expensive and people losing their jobs and hence easy to
relate to. People who observe large price changes, for example for fuel or groceries,
are likely to make quick inferences about overall inflation levels (Del Giovane et al.
2009; Moati 2011; Ansolabehere et al. 2013). Mutatis mutandis, the same applies
to unemployment figures. Economic growth, in contrast, is a much more abstract
concept. In an era of “great income stagnation”, when the gains of economic growth
have been highly concentrated (Tyson and Madgavkar 2016; Jacobs et al. 2021), the
link between growth and incomes has been weak at best.

Findings from focus group interviews in the United Kingdom support these
intuitions:

[Plarticipants reported they paid particular attention to the economy and cer-
tain economic indicators when it had big personal financial implications, such
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as getting a mortgage, or when downturns in the economy affected their job
prospects and finances. However, at the same time, participants admitted and
regretted that they lacked a detailed understanding of the economy. [...] GDP
was seen as economic jargon, contributing to the feeling that economics was
largely inaccessible to them. (Runge and Hudson 2020)

Extrapolations from personal circumstances may thus bias unemployment and
inflation estimates more than growth estimates.

Second, higher numbers generally indicate a worse economic situation in the
case of inflation and unemployment, but a better situation in the case of economic
growth. Whereas high growth rates are a reason for optimism, high levels of unem-
ployment indicate a bigger risk to lose one’s job, and high inflation implies that
goods will become more expensive.’

If the general public typically considers higher values as positive for growth, but
negative for unemployment and inflation, we can leverage these differences to study
to which extent personal experiences color subjective economic knowledge. They
allow us to test whether certain personal attributes are associated with more accurate
estimates because respondents are indeed better informed, or whether their estimates
are merely more optimistic, even if they guess as much as everybody else.

Our empirical analysis uses two Eurobarometer (EB) waves, with respondent-
level information that we use to proxy key explanatory variables. Vicente and Lopez
(2017) have analyzed differences in economic knowledge using one of the EB waves
(2015) that we analyze as well. Although many of our variables coincide with theirs,
their analysis is less theory-driven and more focused on cross-country differences,
uses a different specification, and does not include the earlier EB wave (which we
leverage to compare pre-Eurozone crisis to post-crisis levels of public economic
knowledge, cf. hypothesis 5 below). For us, their results are inspiration for hypoth-
eses about our own data rather than established facts about patterns within it.

Learning and socialization

Scholarship indicates a strong positive connection between education levels and the
accuracy of economic and political knowledge (Blendon et al. 1997; Walstad 1997;
Caplan 2002b, 2002a, 2011; Walstad and Rebeck 2002; Mohr et al. 2014). Most of
it takes the informational perspective: the quality of subjective economic knowledge
is seen as a function of people’s information levels, building on the level of obtained

5 Whereas very low, negative rates of inflation (deflation) can equally be a concern for economists, such
considerations seem less prominent among the general public. The same focus group interviews from
the UK referred to above, for instance, found that people in general have a clear preference for low infla-
tion: “The general theme was that people thought it was best for businesses and for the economy as a
whole when prices stay the same or rise slightly, while they said it was best for individuals and their
families when prices fall or stay the same. [...] When asked about the impact of falling prices (the term
‘deflation’ was rarely used by participants), the main response was that this never happened” (Runge and
Hudson, 2020). These findings confirm the results of Shiller’s (1997) study, in which respondents saw no
upside whatsoever to inflation, a view in contrast to that of expert economists, who appreciate for exam-
ple moderate inflation’s positive effects on household debt.
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formal education. Long education trajectories may influence new consumption pat-
terns; exposure to economics training may promote accurate recollection of quan-
titative economic information. To the extent that this intuition is correct, we might
expect highly educated people to answer questions about all three indicators more
accurately than those with less education.

But there is also an affective dynamic through which education levels may influ-
ence the accuracy of respondents’ estimates: more educated people may offer more
sanguine estimates than less educated ones because of their typically more favora-
ble socio-economic positions and prospects (Jacobs et al. 2021). If so, we would
expect the accuracy of personal estimates to correlate with education levels, but in
a slightly different pattern: higher education should correlate with lower, less pes-
simistic (and hence more accurate) estimates for unemployment and inflation, but
higher estimates for economic growth.

H1a (informational): the higher people’s education levels, the more accurate their
estimates for all three indicators because they are better informed about current
affairs.

H1b (affective): Higher education levels correlate with less pessimistic, lower (more
accurate) estimates for unemployment and inflation, but higher estimates for growth
because they extrapolate from their own, more comfortable, position.

In addition, and potentially covarying with education, individuals may have
developed an interest in political and economic topics, supporting economic news
consumption (Sniderman et al. 1991; Carpini and Keeter 1996) and hence more
accurate estimates.

This mechanism is not obvious. A strong investment in politics could also aug-
ment affective predispositions, such that the pessimism/optimism dynamics would
be amplified through ‘echo chamber’ effects (Matteo et al. 2021). Strong political
interests might thus also let people’s economic knowledge diverge. But the resulting
patterns would differ:

H2a (informational): people who actively participate in political discussions and
indicate interest in economic issues offer more accurate estimates of all three indica-
tors because they are better informed about current affairs.

H2b (affective): people who actively participate in political discussions and indicate
interest in economic issues are more exposed to narratives that tend to exaggerate
economic trends and may therefore offer less accurate estimates.

Finally, the relationship between learning and socialization and the accuracy of
economic knowledge may also be mediated by political ideology and individuals’
trust in government institutions. Traditionally, ideological biases have mainly been
conceptualized in terms of partisanship (Ansolabehere et al. 2013; De Vries et al.
2017): supporters of political incumbents would put a gloss on present economic
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conditions and outlook for the future; opponents would do the opposite. More
recently, we see an emergent division between relatively centrist citizens on the one
hand, and politically more extreme ones (both left and right) on the other. The lat-
ter can be seen as part of an anti-establishment group in the population, marked by
higher disregard for and lack of trust in democratic institutions and the kinds of poli-
cies implemented through them (Hopkin 2020).

In addition to their support of incumbent governments, people’s experiences of
economic conditions may thus be systematically colored by the degree to which they
find themselves in the political mainstream versus the fringes. But it is conceiva-
ble that the causal arrow runs in the other direction: those who perceive economic
conditions to be dismal might find themselves driven towards anti-establishment
opinions. For our purposes, the direction of the causal arrow is less important than
the fact that anti-establishment positions and particularly negative economic assess-
ments may be two sides of the same coin, with economic perceptions simultane-
ously fueling and reflecting the ideologically colored predisposition of citizens.

At the same time, people outside the political mainstream may not believe that
economic figures have much purchase and therefore ignore them more readily, so
that when queried about them, volunteer estimates that are further from official fig-
ures (Runge and Hudson 2020; Jacobs et al. 2021). To investigate this establish-
ment/anti-establishment dimension, we consider individuals’ political ideological
self-placement, its distance to the incumbent government’s ideological positioning,
and the relative trust citizens have in national economic statistics.

The key difference between informational and affective conceptions lies in how
these biases play out as citizens on the political extremes may be exposed to dis-
courses which paint a particularly dismal picture of economic conditions.

H3a (informational): people closer to centrist political positions as well as those
having greater trust in government statistics will offer more accurate estimates for
all three indicators because they are better informed about current affairs, and/or are
less exposed to more extreme claims about the economy made by politicians and
commentators on the political fringes.

H3b (affective): people closer to centrist political positions as well as those having
greater trust in government statistics will offer less pessimistic, lower (and more
accurate) estimates for unemployment and inflation, but higher ones for growth
because they extrapolate from their own, more comfortable position.

Salience and exposure

The second cluster of explanatory variables relate to the salience of economic statis-
tics in public debate and the direct exposure of individuals to the economic develop-
ments these indicators seek to capture.

A rational choice view of information acquisition emphasizes that gathering infor-
mation is costly, and people will expend effort to acquire information when it has a
direct bearing on their personal situation (Sniderman et al. 1991; Feddersen and
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Sandroni 2006). By this logic, people in precarious positions would pay closer atten-
tion to reporting about specific economic developments and would be more up to date
than those who can afford to pay less attention. In other words, financial and economic
distress might improve estimates. We would expect such an effect in particular for
unemployment figures, which relate most immediately to people’s personal situations.

At the same time, the affective perspective suggests that economic hardship may
increase anxieties and encourage people to extrapolate from their own situation to
society as a whole. Scholars have shown that blanket economic judgments about
whether things are going well or not are often influenced by people’s personal expe-
riences and expectations. Judgments of one’s personal situation and of the general
situation bleed into each other, either because people make inferences about national
economic conditions from the case they know best (their own) or because their emo-
tions (pessimism, frustration, anxiety) color their general perceptions.

It is not self-evident that we would find a similar link between personal circum-
stances and actual economic knowledge, as opposed to economic judgments. Conso-
nant with a more rationalist view of information acquisition and cognition, people
may be able to separate their personal situation from knowledge about general con-
ditions, knowing that things in general are going well even if they aren’t for them-
selves personally. Two alternative hypotheses follow:

H4a (informational): individuals with greater exposure to the risk of unemployment
or inflation offer more accurate estimates of the respective figures because they are
better informed about economic trends that directly affect them.

H4b (affective): individuals with greater exposure to the risk of unemployment or
inflation offer more pessimistic, less accurate estimates of the respective figures
because the estimates they give are colored by their anxieties.

Finally, salience may also matter in a different way. The cost of acquiring knowledge
about economic statistics is partly a function of their prominence in public debate (Pop-
kin 1991; Sniderman et al. 1991; Feddersen and Sandroni 2006). If they make news-
paper headlines, they are relatively “cheap” to pick up. If one needs to dig in specialist
sources to find them, they are more expensive. Does easy-to-acquire information, as the
informational perspective expects, improve the accuracy of people’s estimates?

To test the effect of this form of salience, we compare the pre- and post-crisis EB
waves. Europeans’ concerns about the state of their economies skyrocketed in the
aftermath of the 2008 financial crash. For six consecutive years (2007-2013), Euro-
peans perceived unemployment, the national economy and rising prices as the three
most relevant issues in their countries (Eurobarometer 67 and 80). News coverage
clearly increased as well; with a 16 percent increase in unemployment from 2006 to
2014 in some EU countries (Eurostat 2018), it is not surprising that Europeans cen-
tered their attention on these macroeconomic indicators.

From an informational perspective, we would expect that, averaged across
Europe, the growing importance of economic issues would increase citizens’
attention to economic information and hence improve their subjective economic
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knowledge. From an affective perspective, we would expect that the greater sali-
ence of these indicators in public debate would reinforce negative perceptions.
Our final pair of hypotheses follows:

H5a (informational): ceteris paribus, people’s knowledge of all three indicators is
more accurate in the aftermath of the economic crisis than before it due to their
greater salience in the media and public debates.

H5b (affective): people’s knowledge of all three indicators is more pessimistic and
less accurate in the aftermath of the economic crisis than before it because estimates
are primarily colored by gloom.

Data

To test these hypotheses, we analyze data from the (only) two waves of the Euroba-
rometer survey that included questions about citizens’ knowledge of economic indi-
cators: EB67.2 conducted in 2007 and EB83.3 conducted in 2015. In both waves,
randomly selected samples of roughly 1,000 respondents each from two dozen Euro-
pean countries were probed about their knowledge of three macroeconomic statis-
tics: the national unemployment, inflation and growth rates. Details about sample
sizes and the countries surveyed can be found in Appendix Table A2.
Questions were phrased in the following way:

“What was the official unemployment rate, the percentage of active people
who do not have a job, in (OUR COUNTRY) in 20147 I can tell you that the
exact figure is between 0% and 30%” (Question QF4 in EB83.3 question-
naire), etc.

In total, the two surveys yielded more than 56,000 possible personal estimates
of national unemployment and inflation rates across two dozen countries at two
points in time, and slightly more than 43,000 estimates of the growth rate (omit-
ted from some country samples in the EB survey).

We analyze this information in two ways: to investigate the drivers of the (in-)
accuracy of respondents’ estimates, i.e. how close they are to the official figures
(independently of whether they are over- or under-estimates), we calculate the abso-
Iute value of the distance between personal estimates and the official figures.® A
value of 0 represents a perfectly accurate estimate; the higher the value, the further
removed respondents’ estimates are from the actual figures. To gauge the direction
in which covariates tend to bias knowledge of economic statistics, we rely on the net

6 We treat the statistics published by Eurostat for 2006 and 2014 as the ‘official’ figures. For countries in
the sample for which Eurostat does not publish figures (Turkey, Macedonia, Montenegro, Serbia, Alba-
nia, Croatia and Turkish Cyprus), we use statistics published in the World Banks’ World Development

Indicators database.



662 L. Linsi et al.

difference between personal estimates and official rates. In this case, positive values
indicate over-estimates, and negative values under-estimates.’

The state of economic perceptions: descriptive analysis

Vicente and Lopez (2017) have analyzed the second wave of the Eurobarometer
(EB 83.3) in a study for the Journal of Official Statistics. They place heavy empha-
sis on describing the data and on differences in estimate accuracy across countries.
Although these differences are interesting in their own right, they are less relevant to
our endeavor, which emphasizes the theoretical relationships discussed above.

Table 1 provides an overview of the broad distribution of responses (the size of
country-samples is summarized in Appendix Table A2). It shows, for each indicator and
wave, the total number of responses and non-responses (‘don’t knows’) as well as the
proportion of the former that are roughly correct (less than 2 [1] percentage point off the
actual figure).®

First off, we see that knowledge about official economic statistics among citi-
zens is remarkably low: about half of the respondents in the 2007 survey did not
provide any estimate when probed, indicating that they ‘don’t know’ the unemploy-
ment, inflation or growth rate. Those who did respond often provided estimates far
removed from the official figures: only 1 in 5 respondents in 2007 offered numbers
less than two percentage points removed from the actual figure, while only 1 in 10
were correct within one percentage point.

Respondents’ willingness to provide an estimate was much higher in the post-cri-
sis survey of 2015, in which the proportion of ‘don’t knows’ fell to between 20 and
30 percent. At the same time, the share of roughly correct answers did not clearly
improve from 2007 to 2015. (Note that the phrasing of questions about knowledge
of indicators was the same in the two waves, so that this notable difference in non-
responses must be driven primarily by the increase in salience of economic news,
not the design of the survey. A point we discuss further below.)

To illustrate the deviance of personal estimates from the official figures, Fig. 1
plots the distribution of the variable capturing the net difference between the esti-
mates given by respondents and the official rates. The histograms show that the esti-
mates of many respondents lie rather far from the official figures.

The plots also suggest that citizens see their economies more pessimistically than offi-
cial figures indicate: 75 to 85 percent of respondents think that the rate of unemployment
and inflation are higher than indicated in official statistics, while the ratio is lower for
economic growth, where about half of respondents underestimate official growth rates.

Because absolute values of official statistics are relatively small, respondents are
likely to over- rather than underestimate inflation, growth (and to a lesser extent) unem-
ployment, inviting overly optimistic estimates for growth and overly pessimistic ones for

7 Given the large number of ‘don’t know’ responses, we additionally generate a dummy variable which
indicates whether a respondent offered any estimate at all. These results are included in Appendix
Table 7.

8 That is: if the actual official unemployment rate was 5.0 percent, any estimate lying within 3.0 [4.0]
and 7.0 [6.0] percent is classified as ‘correct’.
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Fig. 1 Distribution of respondents’ estimates vs. actual official figures

inflation and unemployment. A priori, these dynamics affect all respondents, however,
and our central aim is to understand better why they affect some more than others.

Methods

To assess our hypotheses, we next run a series of hierarchical multi-level regression
models in which we test, for each of the three indicators (unemployment, inflation
and growth), the strength and robustness of the correlation of individual respond-
ent characteristics with the absolute and net distance between personal estimates
and official figures. In our main specifications, we employ random intercepts at the
country and NUTS2-region level.’

Our central question is to what degree subjective economic knowledge is driven
by informational versus affective dynamics. In line with the hypotheses presented
above, we consider a range of variables to capture possible alternative dimen-
sions of this distinction. Before we present the results, we briefly summarize these

measures. 10

° In robustness checks, we evaluate the consistency of our main results in country fixed-effect models
(cf. Appendix Table 8).

10 The degree of correlation among independent variables is generally low, the highest being 0.23
(between occupational status and education). See correlation matrix in Appendix Table 6.
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The education variable is categorical and indicates at what age respondents com-
pleted their full-time education (less than 15 years old; 16—17 years old; 18-20 years
old; 21-24 years old; older than 25 years).

We use two variables to capture personal economic situation: respondents’
answers to the question “How would you judge the current financial situation of
your household?” (very good; rather good; rather bad; very bad) and their occu-
pation (the survey slots these into eight categories: self-employed, manager, other
white-collar worker, manual worker, house person, unemployed, retired, student).
We further include five variables that proxy for respondents’ political ideology and
interest in political and economic issues. To gauge whether people find themselves
more or less in the political (centrist) mainstream or self-identify with more radi-
cal, anti-establishment political ideas, we use a categorical variable derived from
respondents’ self-placement on a scale ranging from 1 (very left) to 10 (very right),
which we compress into five categories (far left [1,2]; center-left [3,4]; center [5,
6]; center-right [7,8]; far right [9, 10]). To separately evaluate the role of incumbent
government support, we further create a variable measuring the distance of respond-
ents’ self-placement from ParlGov’s (Doring and Manow 2021) classification of the
relevant incumbent government’s ideological position on the same ten-point scale.

We measure relative trust in political institutions, and statistics in particular, with the
following question: “Personally, how much trust do you have in the official statistics in
[OUR COUNTRY], for example the statistics on unemployment, inflation or economic
growth? Would you say that you tend to trust these official statistics or tend not to trust
them?” (answers coded as a dummy: tend to trust; tend not to trust). We derive people’s
engagement with political discussion from their answer to the question: “When you get
together with friends and relatives, would you say you discuss frequently, occasionally or
never about national political matters?”” Respondents were offered three possible answers
(never; occasionally; frequently). Finally, we proxy the importance respondents attach
to economic issues with a variable that counts the number of economic issues respond-
ents mention among “the two most important issues facing [OUR COUNTRY] at the
moment” (the values thus range between 0 and 2)."!

To tease apart subjective economic knowledge from general economic assess-
ments, we include the responses to a question about relative economic optimism:
“What are your expectations for the next twelve months: will the next twelve months
be better, worse, or the same when it comes to the economic situation in [OUR
COUNTRY]?” (better; same; worse).

To capture the effects of salience, we use a dummy for the EB wave to see whether
the financial and economic crisis, which heightened the salience of economic issues
across Europe, indeed had the effect of improving subjective economic knowledge.

In all models, we also control for respondents’ age (the linear function as well as the
square term) and gender. At the country-level, we control for official rates of inflation,
growth or unemployment (from Eurostat) as well as GDP per capita (logged). Descrip-
tive statistics and a correlation matrix are provided in Appendix Tables 4, 5, 6.

"' The issues we counted as ‘economic’ are: economic situation; rising prices; taxation; unemployment;
government debt; pensions. The remaining ones, which we did not count as economic, are: terrorism,
housing, immigration, health and social security, the education system, the environment, other, none.
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Results and interpretation

Our main results are presented in Table 2. For each indicator, it shows the strength
of the various variables as predictors of the (in)accuracy of subjective economic
knowledge (Models 1, 3 and 5) as well as the direction in which they bias personal
estimates (Models 2, 4 and 6). In the ‘inaccuracy’ models, the dependent variable
captures the absolute distance between personal estimates and the official figures;
in the ‘direction’ models, the net difference. Positive coefficients in the ‘inaccuracy’
models thus indicate that the respective covariates are associated with personal esti-
mates that are further removed from the official figures; negative coefficients indi-
cate ‘better’ estimates. In the ‘direction’ models, positive signs indicate higher, and
negative signs lower, estimates, independent of their (in)accuracy.

To facilitate the interpretation of these multidimensional results, we also run the
model with binary transformations of the categorical variables and plot the coeffi-
cients of some key variables graphically in Fig. 2.

In addition, Appendix Table 7 shows the importance of the same explanatory var-
iables as predictors of ‘don’t know’ responses.

Overall, the results show how both informational and affective dynamics color what
people (think they) know about national economic performance. Table 3 offers a sys-
tematic overview of the findings in light of the hypotheses developed in the previous
paragraphs.

In line with our informational hypotheses, more educated respondents (who are also
notably more likely to reply, cf. Appendix Table 7) offer more accurate, lower estimates of
unemployment, inflation and growth. Based on the binarized estimates plotted in Fig. 2,
estimates of highly educated individuals are about 0.5 percentage points closer (lower)
to official rates for all three indicators. Similarly, respondents who discuss political mat-
ters frequently are significantly more likely to reply (cf. appendix Table 7) and offer more
accurate, lower estimates across all three indicators. The same is true for respondents who
self-identify with more centrist political-ideological positions who also tend to give more
accurate, lower estimates of unemployment, inflation and growth than respondents on the
political fringes. In particular, respondents who place themselves on the far right offer
significantly less accurate numbers for all three indicators (including growth). The same
applies for respondents further removed from the incumbent government in ideological
terms, who tend to offer less accurate estimates that overestimate unemployment while
the directional bias is less systematic for inflation and growth rates. This provides at least
some evidence that people closer to the political mainstream and those who are socialized
into “finding politics interesting’ are somewhat more informed about official macroeco-
nomic statistics’ representation of the state of the economy.

Other variables indicate the importance of affective dynamics. Respondents who indi-
cate being in a better financial situation and those who express trust in statistics also offer
lower, more accurate estimates of inflation and unemployment. But the picture is different
for growth where the same groups of people tend to indicate higher, but not clearly more
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Table3 Summary of results a: informational  b: affective

HI  Education v

Financial situation v

Economic outlook v
H2  Interest in politics v

Interest in economy v
H3  Political ideology v

Trust in statistics v
H4  Exposure to economic risks v
H5  Salience in public debates v

accurate, estimates. This implies that relatively richer respondents and those who are more
at ease with the political establishment are more optimistic about the state of the economy
and, all else equal, offer more sanguine estimates of economic growth than materially
more deprived respondents—a pattern that conforms with the intuition that emotive factors
can bias inflation and unemployment estimates in a direction that incidentally also makes
them more accurate, even though respondents are not necessarily being better informed.

The other two measures of respondents’ general assessments of the economy in the
survey—the importance they attach to economic issues and their expectation about its
future course—also tap into this. While correlations are smaller in substantive terms, we
find that respondents who attach greater importance to economic issues offer less rather
than more accurate estimates, which are consistently more pessimistic (higher for unem-
ployment and inflation; lower for growth). The general pattern is that “caring” about the
economy translates into exaggerated (pessimistic) estimates, not more accurate knowl-
edge. Respondents who give more somber predictions about the expected future offer
higher, less accurate estimates of present levels of unemployment and inflation—but not
growth. Of course these relationships can go in two directions: people may offer overly
gloomy estimates because of their general economic pessimism or they may be pessimis-
tic because they have bleak (but inaccurate) economic statistics in their minds. The direc-
tion of the causal arrow is less important to us, however, than the observation that the two
go hand in hand.

The results regarding our hypotheses about salience and exposure also indicate the
importance of affective dynamics. Overall, we find that individuals more exposed to the
risks of unemployment and inflation are not better informed about the respective statistics.
The unemployed and people in presumably less secure professions (e.g. manual workers
and the self-employed) give higher, less (not more) accurate estimates of unemployment
and inflation levels (as well as growth rates). People particularly exposed to inflation, for
example pensioners and respondents taking care of the household and groceries, also give
much higher, less accurate estimates of its level. This clearly goes against the informa-
tional hypotheses. People at greater risk of unemployment or inflation do not pay closer
attention to relevant statistics. Instead, their estimates reflect greater levels of anxiety and
the cues they take from their immediate environment. In other words, personal distress
colors subjective economic knowledge negatively.
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Last but not least, the growing salience of economic news in public debates in the
aftermath of the financial crisis has led to a notable increase in the proportion of peo-
ple who do offer an estimate when probed (cf. Appendix Table 7; also Table 1). It has
not, however, led to better knowledge. On the contrary, the accuracy of people’s estimates
decreased in the post-crisis Eurobarometer wave, and quite significantly so in substantive
terms. The accuracy of post-crisis estimates is clearly lower. Controlling for the level of
actual rates, respondents tend to still overestimate unemployment and inflation substan-
tially more in the 2015 survey than in the previous wave. In the case of growth respond-
ents give lower estimates, which also tend to be less accurate, but only marginally so. In
either case, these results quite clearly reject the informational hypothesis that greater sali-
ence leads to more accuracy.

Robustness checks

To probe the robustness of these results, Appendix Table 8 re-estimates the results from
Table 2 in a model with country fixed-effects instead of random intercepts. The results
are nearly identical. Taking into account the sharp decrease in ‘don’t know’ responses
from the first to the second wave (shown in Table 1), we also compare the results of
the 2007 survey and the 2015 survey separately in Appendix Tables 9 and 10. Encour-
agingly, the results are very similar in substantive terms, indicating that the increase in
responses after the crisis does not drive our findings about the general dynamics at play.
One interesting difference concerns the result about ideological distance from the incum-
bent government whose estimates appear to be clearly less accurate and more system-
atically biased in the more recent 2015 wave than in the pre-crisis survey, in line with
observations about political polarization and growing misinformation on the political
fringes (‘echo chamber’ effects) in recent years (Matteo et al. 2021). Otherwise the pat-
terns in either of the waves alone are largely identical to the pooled results.

Conclusion

What shapes what people know about the economy? How do they relate to official eco-
nomic statistics? To what degree can such data count as a shared informational back-
ground to public deliberations and the formation of individual economic assessments and
preferences?

On the whole, our findings are not encouraging. In the samples of the two large-scale
Eurobarometer waves we have examined, less than a third of respondents across Europe
offer an estimate of the unemployment, inflation or growth rate that lies within two per-
centage points of the actual official figure. In that sense, public quantitative economic
knowledge is wanting. Furthermore, we have found that (the lack of) such knowledge is
not randomly distributed. All else equal, socio-economic insiders—such as highly edu-
cated, financially comfortable and politically centrist males—are most likely to be aware
of official macroeconomic statistics. The further we move away from this privileged sub-
group, the worse estimates become.
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Why is that so? Our analysis suggests that it is due to a confluence of informational
and affective dynamics. On the one hand, higher levels of education and an active interest
in political affairs are associated with better (generally lower) estimates across the three
indicators. But such informational dynamics face limitations in explaining the distribution
of the (lack of) public economic knowledge on their own. For instance, we find little evi-
dence for the idea that the accuracy of people’s information is a function of how relevant
particular knowledge might be to them. There is relatively little evidence, for example,
that people in socio-economic positions or employment categories for whom particular
information might be especially useful also report it more accurately. Personal economic
and political gloom strongly affects what people think they know about the economy—
not just general assessments, but actual numbers they are willing to attach to economic
conditions. For labor markets, general pessimism about the future translates into higher
unemployment estimates here and now. Personal economic distress equally lets people
report much higher unemployment and inflation rates than is true for people with fewer
economic worries. At least in part, the higher accuracy of economic insiders’ estimates is
rooted in their positive economic outlook—their optimism—rather than better knowledge
per se. Across the board, we find a clear tendency, in other words, to extrapolate from
one’s personal situation.

Political gloom, too, colors subjective economic knowledge. People placing them-
selves at the political extremes, and hence dissatisfied with the status quo, offer much less
accurate estimates across the board than others, suggesting that they tune out of official
information channels about economic conditions. The evidence suggests, even if less
strongly so, that this results in a pessimistic bias: people at the political extremes think
they know economic conditions to be worse. The same holds for citizens who distrust
statistics more generally. Here too we find a strong correlation with more pessimistic eco-
nomic estimates.

These findings upend models of economic opinion formation that theorize economic
information as an exogenous input. At first sight, this does not augur well for delibera-
tive democracy, which thrives on the availability of intersubjectively shared common
ground—the facts everyone can agree on. (During the past years, American politics has
offered a worrying illustration of what happens when that common ground crumbles.)
At the same time, our analysis does not assume that official figures offer accurate or even
universally useful assessments of economic conditions. They differ enough across socio-
economic classes, regions and individuals to justify doubts about just how meaningful
“national economic conditions” are for citizens (cf. Jacobs et al. 2021). In that view, it
may be understandable after all that people are less invested in such information than
common imageries would expect. Either way, our findings underline that statistics are far
from the objective economic yardsticks that their champions all too often still hold them
to be.

Appendix

See Tables 4, 5, 6,7, 8,9, and 10.
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