ECONOMISTS’ VIEWS ABOUT THE ECONOMY.
EVIDENCE FROM A SURVEY OF ITALIAN ECONOMISTS

di Luca De Benedictis*, Michele Di Maio™*

1. Introduction: Give me a number

Laypeople, journalists and politicians usually rely on cconomists” opinion
on how 1o cope with relevant social problems. They look for clear-cut an-
swers and unanimity in proposals. They often ger conditional answers and
very heterogencous points of view, In this sense, the episode referred by
Manski (1995) is paradigmatic. To an economist, who was presenting his
forecast as a likely range of values for the quantity under discussion, the
President of the United States Lyndon B. Johnson is said to have replied:
«Ranges are for cattle, give me a number», Had President Johnson asked
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more than one economist, the joke of the # economists with # + 1 opinions
would have materialized (even without the direct responsibility of Sir J.M.
Keynes)'. Despite policy makers’ desire, economists disagree. If this is the da-
fum, two questions immediately follow: what do they disagree about and to
what extent? Most importantly, is their disagreement systematically relared to
differences in their individual characteristics, their views of the functioning
of the economy, or their political opinions and individual values?

This paper deals with the measurement and analysis of such disagree-
ment considering a representazive sample of Iralian economists. Using a new
survey, we ask economists their opinions on a set of propositions recently
emerged in the lralian economic literature on the possible causes of the dif-
ficulties of the Tralian economy and the policy proposals to foster the re-
covery. First, we measure how much economists disagree on cach of these
propositions. Second, for each policy proposal, we regress the respondent’s
opinion about the specific proposition on a set of variables describing her
individual characteristics, her expertise about the lialian economy, her school
of thought, research approach and field of research and a set of variables
capturing her political view and individual values. Finally, we highlight the
link between the level of consensus received by each policy proposal and the
statistical significance of this later set of covariates.

There have been few previous attempts to quantify the worldwide phe-
nomenon of the disagreement among economists. Kearl ef o/ (1979) were the
first to measure and compare economists’ opinions. Their results showed thar
the perception of widespread disagreement among US economists on theory
and economic policy was wrong. A subset of Kearl ef ol questionnaire was
used by Rickers and Shoesmith {1992) in 4 survey of UK economists and by
Frey et ¢f (1984} in a survey of economists [rom four European countrics
(Austria, France, Germany, and Switzerland}, Their results suggested the ex-
istence of significant differences in the opinions between Furopean, UK and
US econornists. The existence of small but significant dilferences between
American and Furopean economists have been confirmed by Mueller (1993)
and Aiginger ef ol (2001}, Alston e al {1992) conduct a large-scale survey
of US economists in all fields asking a subser of the Kearl ef ol questions.

! The original story has been reported by Paul Samuelson «If parliament were wo ask six
cconomists for an opinion, seven answers would come back ~ two, no doubt, {rom the volatile
Mr. Keynes!» (Samuelson 1966, p. 1628). Ten years alter the same story has been old, modi-
fying some characters and halving the number of economists involved: «Winston Churchill is
supposed o have complained thar whenever he asked Britain’s three leading econowmists for
advice about cconomic policy, he received four dilferent opinions — two from John Maynard
Keyness (Fuchs e of. 1998).
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They conclude that the consensus on questions about positive economics was
considerable among the 464 economists in their sample. The Alston ez 4/
propositions have been then used in a number of other studies, becoming
a sort of benchmark?. There are also some surveys directed to economists
active in specific research fields: economic historians (Whaples 1995), labor
economists (Whaples 1996), European and American industrial organization
economists (Aiginger e al. 2001} and health economists (Fuchs 1996). Fuchs
shows that, among 50 leading health economists, the disagreement regarding
positive questions seemed to play no role in explaining differences concern-
ing opinions on policies. Fuchs er al (1998) survey labor and public policy
economists active in top US departments. They find that academic econo-
mists belonging to the same field provide divergen: estimates of many impor-
tant economic parameters (e.g., elasticities of labor demand and labor sup-
ply), economists hold widely disparate views abour specific policy proposals
in their rescarch feld, and political opinions or individual values turned our
to be largely significant in explaining these differences. Caplan (2001), using
the results from the Survey of Americans and Economists on the Economy
(SAEE), shows that disagreement among economists is not related to their
individual characteristics, and that economists and laypeople systematically
disagree, but economists and highly educated laypeople disagree less (see
also Blendon e af 1997). Finally, Whaples (2006} shows that disagreement
among US economists about normative issues is characterized by high vari-
ance — much depending on the issue at stake, Summarizing the evidence, we
can say that the cconomists often disagree with the laymen. But economists
also disagree among themselves, in . US and in Europe, actually more on eco-
nomic policy rather than on economic theory or on parameter values®.

With this literature as a reference, our questionnaire differs from previ-
ous ones in four important aspects. The first one concerns the set of propo-
sitions we asked cconomisis 10 express their opinion on. Indeed we wanted

? For instance a subset of Alston et af questionnaire was used by Becker, Walstad, and
Watts (1994) to compare the views of economists, cconomic educators, teachers, and journa-
lists and by Fuller er ok (1995) 10 evaluate the opinions of the delegates at the 1992 American
p(_)lirica} conventions. Fuller and Geide-Stevenson (2003} updated a subser of Kear e o, que-
stionnaire.

> Ineerestingly, Frey, Humbert and Schneider (2010, p. 3213 ask 1o the members of the
Association of the German-Speaking Economists what they thought about the following state-
ment: «Economists agree on fundamental issuess. 15% of the sample «Generally agree», 42%
«whgree with provisionss, 42% «Generally disagrees, and 1% did not answer. A direct que-
stion receives a partiaily negative answer. Although, the level of agreement lncreases when the
analysis includes only scholars active in Universities or in research institutions. We thank an
anonymous referce for this reference.



t0 minimize the possible question-selection bias — induced by our apriori on
what should be the relevant questions to be asked ~ in choosing the propo-
sitions on which to measure economists’ disagreement. For this reason, the
propositions (both concerning the causes of the economic slowdown and the
policy proposals 1o be implemented) are the ones discussed in the recent sci-
enrific literature on the performance of the Iralian economy®.

The second element of difference is the group of economists included in
the survey and its representativeness. Most of previous studies interviewed
experts or collected the opinions of a loosely defined group of cconomists.
On the contrary, our sample is representative of the Italian academic popula-
tion of economists.

Third, we collected information on a much larger sumber of individual
characteristics with respect to previous surveys. Actuaily, this is an unavoid-
able necessity which follows from the fact that our focus is primarily on nor-
mative economics. In formal terms, the information-ser conditioning subjec-
sive probabilities abour the realization of expected events (the effect of eco-
nomic policies, as in our case, or the implications of a theoretical model) is
indeed larger for normative economics, with respect 1o positive economics.
In the latter case the issues of feasibility, political viability, budget constraint
and pure chance associated to policy implementation are not relevant. On
the contrary, the availability of a large number of variables describing the
characteristics of the respondents is crucial {even more in case of nermative
issues) in order to control for individual heterogencity in the information set
guiding the individual responses.

The last element of differentiation concerns the fact that some of the
control variables included in our questionnaire are indeed novel in this stud-
ies. To begin with, we included a question concerning the scheol of thought
of the respondent. The motivation is the following. The empirical evidence
of a relatively minor disagreement on positive economics is at variance with
the long-standing well-known disagreements in the history of economic
thought, and with the permanent strife between mainstream and heterodox
approaches which traditionally characterizes part of the debate, at least in
Europe, among economists (Frey and Eichenberger 1993). Yet no previous
survey considered the school of thought of the respondents as a potentially
important source of difference in cconomists’ opinions on both positive and
normative issues. This could indeed induce to a mis-identification of the
source of disagreement as well as to a mis-measurement of it. Te control for
the possible role of the school of thought in shaping the respondent’s opin-

4 See the Appendis on this point.

40

ions, we explicitly included a quesdon abeut the school of thought in our
survey, A second difference berween our survey and previous ones concerns
the way in which we capture the view of the respondent. In particular we
use several variables, ranging [rom an indicator of pro-marker orientation to
an ordered level of optimism, to capture the complex social and political a
priori of the respondent, and to highlight how these different dimensions are
related to her opinion on a specific policy proposal. Third, we use respon-
dent’s opinion on the causes of the difficulties of the Iralian economy as con-
trols for her opinion on the efficacy of the policy proposals. IDCl{_ldng alt
this additonal information on the respondent’s characteristics in our analysis
we are able to measure in a more precise way the relationship between then;
and the differences in opinions across economists.

'I'WE} are the main objectives of this paper. The first one is to measure the
level of agreement among Iralian academic economists both on the causes of
Tralian economic situation and on sets of policy proposais thar have been ad-
vocated in the literature in the last twenty years. Second, to relate the differ-
ences in economic policy judgments o differences among the respondents’
individeal characteristics, academic profile, school of thought, as well as po-
litical opinions and individual values. Even if the study of economists’ dis-
agreement is vet rich of important contributions, this paper makes a step fur-
ther from measuring their disagreement to relating economists’ opinions on
economic policies to respondents’ characteristics.

_‘\}G’e begin our analysis focusing on the causes of the difficulties of the
Italian economy. First, we measure the disagreement among economists
abput a group of 40 proposed causes. Next we measure how much econo-
mists” opinions differ on the usefulness and efficacy of each of the 18 policy
proposals included in the questionnaire. Qur resuits show that the disagree-
ment among Tralian economists is (on average) large on both causes andmpob
icy proposals. But we also report that individuals are not expressing radical
pol:«n‘ views. Moreover, Italian economists show less disagreement co;cemino
thc-‘z%r judgments of the policy proposals than they do about the causes of {hz
difficulties of the Iralian economy. ’

In the second part of the paper, we fock for the determinants of this dis-
agreement. We begin describing the set of our covariates. In order to analyze
tifaeir relation with economists’ opinions, we use an ordered probit emnome&—
ric :p_pdei. Our multivariate regression specification is able o account for a
§1gmhcam portion of the variance in economic policy judgment across Ttai-
ian csziaon}ists, and we identify some systematic relationship between a sub-
set of our control variables and the respondents’ opinions about each policy
proposal. For instance, while potentially relevant variables such as sender
age, the region of work, and academic position are not systematically t:‘ciatcci
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to differences in opinions about policy proposals, individual opinigns oz}‘the
causes of the present economic conditions in Iraly show a systematic reiatagg-
ship with policy proposal judgments. Interestingly, it trns out that specific
expertise on the issue under scrutiny has no effect.._lAs cxpected, the schgoi
of thought has an overall importance bur its sigmh_cance s not systematic,
indicating a high degree of heterogeneity ameng Itgkan £COnOoMists. POh{{Cé.ll
opinions and individual values do matter. But which aspect of the mulridi-
mensional social and political view of the respondent matzers the most seems
to vary according to the specific policy proposal un_der exam and in particu-
lar with the level of consensus expressed on it by [talian economists. When
consensus is low, the various constituting elements of the political view and
individual values prove to be significantly correlated with the difterent views
of economists. When the level of consensus is high, the unique element of
the composite pofitical view of the respondents that emerges as a discrin‘lij
nant in terms of economists’ opinions is the individual conlidence in the effi-
ciency properties of the Market (compared with the State}. In this case, Whﬂt
discriminates among economists’ views about the economy is the subjective
evaluation of how the economy should be organized to distribute resources
and to promote growth and well-being. _ .

Before proceeding, a clarification on the notation used in the paper is
necessary 1o avoid confusion between the various elements ol analysis. We
define as Propositions the questions in our survey on which to measure
the fevel of consensus as well as the ourcomes predicted in the regressions.
Propositions are divided into two subsets: the tirst includes «the causes of
the Italian economic slowdowns (henceforth indicated as Causes), the second
including «the policy proposals to be implemented 10 overcome the current
economic difficulties» (indicated as policy proposals), The content of each
Proposition will be in italics, while all information derived from the ques;ion-
naire that will be used as a covariate in the regression will be in CAPITAL
LETTERS.

The rest of the paper is structured as follows. Section 2 briefly describes
the survey methodology and discusses the representativeress of our sample.
Section 3 measures the disagreement among ltalian economists concern-
ing both causes and policy proposals, using a traditional entropy index and
a novel measure of consénsus. Section 4 describes the characteristics of the
economists in our sample. In Section 3, we regress respondents’ opinions
concerning the 18 policy proposals on a large set of variables describing re-
spondent’s characteristics. Robustness checks of our resuits are presented in
Section 3.4. Section ¢ concludes.

2. Lialiarn economisis in survey

Italy is definitely a proper test-bed for economists’ disagreement. Italian
economists have traditionally been characterized by deep and persistent con-
troversies on cconomic theory and policy’. Since the debate among econo-
mists has also an intrinsic countercyclical character, the facr that in recent
years the image of the Iralian economy has been kind of opaque contributed
to stimulating the discussion even more. In fact, lraly has faced sluggish eco-
nomic growth since the beginning of the new century, growing at 2 much
lower rate than the rest of the European Union. While in 2000 the coun-
try was still close to the 3% EU growth rate, in the subsequent years the
growth rate never reached 2%. Also per capita income, productivity and ex-
poit shares followed a negative trend. In 2005, in deep political and institu-
tional turmoil, Traly was labeled as «the real sick man of Europes in a repot
by The Economist®. In the same years — way before the international finan-
cial crises of 2008 —, Italian economists’ disagreement about how 1o Interpret
the economic performance of the Italian economy has been pronounced and
clearly visible. Economists were in disarray on the diagnosis — short time re-
cession vs. structural crisis — on how to interpret the evolution of the econ-
omy - economic decline vs. transformation — and, obviously, on the causes
and on the economic policies and reforms to put forward’,

On May 2007%, we sent 1o 1,511 Iralian economists an email, inviting to
fill in an on-line questionnaire abour their opinions concerning the Iralian

* As far as theory is concerned, heterodox scheols of thought have been largely influen-

tal in Italian academia, and the discussion on the limits and the shortcomings of mainstream
ccontomics has been lively and mudtd facered. As far as cconomic policy, the discussion among
economists has often trespassed the university’s walls. For instance, in July 2005 more than two
hundred cconomisis signed a petition in favor of a program of fiscal discipline 1o be adopted
by the [talian government (1 Sole 24 ore, Tuly 15%, 2005). In the Tuly of 2006 sevenry ccono-
mists responded with 2 proposal of consolidation of the government deficit-GDP ratio, empha-
sizing the social cost associated with a tghe fiscal policy {hatp:/ Avveaappelodeglicconomisti.
com). The letter sent by the second group of cconomist started with the following staterment:
«... On macrecconomic policy the acadenic world, far from being unanimous, is divided.,.».

& May 9% 20035 (htpe/Awww.econemist.com/displayStary.cimPstory_id=3987219),

" The Iralian licerature on the issue is quite vast. For an overview of the debate see Fran-
zint and Giunta (2008),

¥ The questionnaire — pre-tested with several colleagues — has been aceessible between
May, 1% and June, [ We chose that period with the objective to minimize the influence that
the national political debate may have on respondents’ answers, That period seemed the most
appropriate choice because the Ttalian economic conditions were neither on the front pages of
newspapers not at the core of the national academic debate. Four remainders have been sent
to the cconomist thar did not respond to the questionnaire bur did not declared her or his

will to be excluded from the survey.



current economic situation. The mailing list included members of the Italian
Economic Association (SIE), the International Association of Iralian Econo-
mists (AIDEID), participants to several economic conferences held in Lialy be-
rween 2003 and 2006, and was completed with the information contained in
the Minister of University and Research {(MIUR) web site on [talian academ-
ics active in economic flelds®. In the email message, we clearly stated that no
specific knowledge was required to answer the questionnaire, that no individ-
ual statement would have been revealed, and that anonymity was guaranteed.
The choice of a web questionnaire is not particularly distortive {Hudson et
al. 2004} and there is no particular reasen to believe that the sell-selection of
respondents is refated to the way they respond to the questionnaire,

2.1. Representativeness of the sample

Four hundred and ninety-six economists responded. A reply rate of
33%10. Since the focus of the present paper is on ltalian domestic academic
economists, we excluded from the sampie economists working abroad, Post-
doc and non academics. The final sample comprises 333 observations. Com-
paring our sample with the population of Italian economists employed in
ftalian Universities collected by the MIURY we find thar as for regional dis-
tribution larger regions are slightly over-represented while Southern ones (in
pariicular Sicilia) are marginally under-represented. Concerning the academic
positien distriburion, the percentage of Assistant Professor in our dataser is
half the percentage in the MIUR dataset, the one of Full Professor is 13%

7 For informations {in Italian) on the SIE: hitpy/Avww.sicunivpm.it/. For informations {in
Iralian) on the AIDEI (with a short English surnmary): htipi//weawaidelit/, The MIUR classi-
fies academic cconomists according to their specialization field into seven groups: Economics
{Secs-P/0L); Economic Policy (Secs-P/02); Public economics (Secs-P/03) History of Lconomic
Thought (Secs-B/04); Econometrics (Secs-P/05); Applied Economics (Secs-P/06); Economic Hi-
story (Secs-P/012). See the MIUR web page for details: htrpy/Avew.miuriv/UserFies/113. hun.

¥ in comparison, the response rate of AEA members i previous surveys are: 34% in
Alston et ol (1992), 31% in Fuller and Geide-Stevenson (2003). 36% in Whaples and He-
ckelman (20035), 27% in Klein and Stern (2006a) and 0% Whaples {20061, Usually surveys
of cconomists within subficlds tend to yield higher response raies: for example 41% of AEA
labor economists in Whaples (1996).

' Most of previous surveys are stratified random sample experiments from national eco-
nomist associations with the results usually interpreted as befng represemtative of the opinion
of the whole population of economists. We followed a different methodology: being the po-
pulation of Tialian economists of unknown dimensions, we planned to collect data from an
unstraticd random sample and to control ex-post for its representativencss and, in case, do
some post-stratification according to the needs of the analysis.
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larger while there is no difference concerning the percentage of Assistant
Professor. As for gender, no difference emerges'2

A set of stavistical two tail z-tests on proportions indicated that a post-
sample stratification was necessary to re-weight observations belonging o
tour Tralian regions (Piemonte, Marche, Puglia and Sicilia) and to balance as-
sistant and full professors according 1o the proportions of the population. We
calculate weights according to the reciprocal of the probability of inclusion of
each individual {Groves ef /. 2004), characterized by the three strata that we
observe in the population: gender, academic position and region of work®. In
the following, we use the unweighted sample when we compute the deserip-
tive statistics for the variables in the questionnaire, measure the disagreement
among economists and carry our a cluster analysis, while in the regression
analysis — where inference is at stake ~ we use the weighted sample.

3. The disagreement among ltalian economists: On what and how much?

In the survey we asked Italian economists to express their opinicn on 38
Propositions, 40 about the causes of the Iralian economic slowdown (Causes)
and 18 abour Policy proposals to overcome the current economic difficul-
ties in Ttaly {Policy proposals}. In order to minimize the bias in the list of
Causes and Policy proposals due to our priors, the Propositions we asked
respondents to express their opinion on were directly extracted from the lic-
crature on the Jtalian economy™. Thus Causes and Policy proposals were not

¥ See Appendix B for statistical tests and Figures comparing our dataset and the MIUR
dataset on respondents’ regional distribution, academic position and gender.

? The procedure of post-stratification weighting is the following. Given the identity #
Py Ny, wehere s is the number of individuals in the susvey sample, N is the number of in-
dividuals io the total population (MIUR), and 7=1,2, /=1, .. 4 and f = 1, ..., 19 stand for

gender, academic position, and region of work. The corrective weight g of the generic stratum
ik is simply the reciprocal of the probability of inclusion. In case of empry cells (N, >0 and
7y = G we impured them using & nearest neighbor procedure. Since gender seemed to be the
less distorted dimension of the sample, when necessary (16 cases our of 333) we imputed /=1
for /=2 and vice versa.

W included in our list of Causes and Palicy proposals each cause and Policy proposal
named at least once in one of the contributions surveyed in the companion paper Di Maio
{2007} {in Lralian). The lateer is an exhaustive survey of the contributions on the performance
of che ltaliar economy published in the last 15 years, The survey includes 35 contriburions, 16
books and 45 papers, by 66 economisis. See the Appendix A for the details on the metho’do-
logy t:mgloycd to select the contributions from which Causes and Policy proposals have been
extracred.



selected according o our interpretation of the stylized facts but according to
what in the literature bas been defined as a Cause or as a Policy proposal.

3.1. Causes

For each of the 40 possible Causes the respondent expressed her agree-
ment on the fact that the content of thar Proposition was an important cause
of the current difficulties of the Italian economy. We adopted a Likert scale
with four ordered options, coded as follows: strongly disagree = 1; partially
disagree = 2; partially agree = 3; strongly agree = 4. Respondents had also the
option «No opigions. Given the bounds of the Likert scale used, the neu-
tral mark v in the center of the range is ¥ = 2.5. For each specilic Cause, re-
ported in Table I, we indicate the number of respendents (#) excludiag unit
non-responses and «no opinion», the mean response value (x4}, the relative
entropy index (ref Entropy) and the Consensus measure (Cousernsus).

Table | ranks the 40 Causes according to their mean response value g.
The higher the value of 4 for Cause the more economists agree on that spe-
cific Cause is responsible of the difficulties of the ltalian economy. Causes
are thus ranked from the one judged {on average) to be the major respon-
sible of the current economic situation to the one considered the less im-
portant. To correctly evaluate this ranking, we also considered how, for each
Cause, respondent’s judgments are dispersed along the ordered Likert scale.
For this reason, Table 1 also shows the relative entropy score, rel Entropy'™:
i rakes a maximum value (relEntropv =1} when the economists’ responses
are equi-distributed along the Likert scale, and reach irs minimum value
{rel Eutropy = 0) when all responses are fully concentrated in one category
of the Likert scale. The relative entropy index has been largely used to syn-

¥ Relative entropy is defined as the ratio berween the level of entropy associated to the
actual distribution of opinions across the possible answers to a specific guestion and the ma-
ximum theoretical level of entropy for thar question (given the number of possible answers),
where entropy is defined as

Entropy = z_p og,(1/p}

and the maximum eniropy occurs when the probability of the events is equi-proportional (i.e.
where opintons are equally distributed across the possible answers), Relative entropy (ref Exn-
tropy) ranges from 0 o 1. While the index is usually inrerprered (Kearl et ¢/ 1979; Frey ef of
1984; Alstonr er of 1992; Fuller and Geide-Stevenson 2003} as a direct measure or disagree-
ment, here we more properly use it us a measure of the dispersion of respondents’ opinions:
the higher the index the more dispersed the opinions.
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Tak. L. Ceusers: Ramked according to the mean respanse (i)

Runk . Cause i I rel Entropy  Consensus
i Lotw quality of immaterial infrastruciure’ 334 373 0.45 0.78
z Inefficiency of the Public Admznistration 332 3.50 0.66 0.65
3 Lneffict fency of the burcancracy 331 3.47 0.68 (.63
E] Lot inarket competitivr: and high entry barriers 334 339 0.70 0.66
5 Owaintity and quality of Difrastructures 332 331 .70 0.68
6 Qunership structure of ltalian firms 328 3.29 075 (.64
7 The Mezzogiorno® problem (high crune} 330 3.24 076 0.65
8 The Mezzogiorno® problem (poor wifrastructures) 330 3.22 079 G.62
9 Low rate of fapestment i [T 326 315 0.76 .67
10 Low attraction of FDI 326 ERS .83 0.60
11 Liwted demand of buran capital 326 3.402 0.86 .60
12 Linuted adoption of new techi, due 1o small firms size 330 3.02 0.87 0.60
13 Trade specialization i fabor-datensive goods 331 3.02 0.84 0.64
14 Eixcessive protection of large domestic fisms 327 3.01 0.88 0.59
15 Limited internationalization due to smatl firmy size 329 301 0.84 0.63
16 Limited innovation due to small firmy’ size 330 298 0.90 0.36
17 Low firm propensity fo imteruationelization” 330 297 0.82 0.67
18 Role of the fanuly in firns's management 327 296 0.89 0.58
19 Low rivk propensity of entrepreneurs 373 2.95 059 0.37
20 Persistence of the North-South econonic divide 329 2,90 0.87 0.61
21 Burvaucratsc mzpecf;};-femx {0 private SEliepreRcurship 332 2.88 0.92 0.35
22 High -’c‘f'cf()f the public debt 334 2.85 0,92 (.54
23 Low qualicy of exported goods 332 257 0.88 0.59
24 Higher international competition 331 274 0.90 0.37
25 Lirzited credit concession due to small fns’ size 328 2.68 0.83 0.62
26 Povr functioning of the credit market 330 2.635 0.81 0.63
27 Labor urion behaviour 328 2.38 0.96 0.4%
28 Limured supply of buman capital 325 2.48 0.91 0.34
29 Comtractrosary policies to reduce public debt 323 246 0.50 0.35
30 D (J<rei,'1.'5."f dynamics 329 2.45 0.97 0.46
31 Diop i p,c:‘mf ity due o lubor market roforses 319 2.22 0.91 0.56
32 Low lebor market Plexibilioy 330 2.13 0.92 0.35
33 Privary cowiﬂod{g price d"l AT 323 2.12 .90 .57
34 Wage compressici cffcu of wconceriazionen’ 321 2.02 0.36 .63
35 BCE monetary policy 326 2.02 0.91 1.54
36 Luropean Commission cconowic policy 324 1.94 0.89 0.54
37 Bumpiug and anfuir international conpetition 329 1.89 0.84 .61
38 fwternanomal political conditions 322 1.89 0.85 (.59
39 Adoption of the Eure 331 144 (.63 0.63
W lnoreasing wnnber of migrant workers 330 1.33 0.52 0.73
Mean 272 0.82 0.60
Median 2.89 (.86 0.60
Standard deviation 7,=057 o,=011 g, =006

Note: * hremgtervial mfam.ut,-m’ refers 1o the formal and informal rules and social norms regulacing the
interactions between cconemic agenis: ¢.g. the efficiency of e judicial system (e, rule of law, enforcement
of contract), the effective functioning of Pubhc Authorities {(Antitrest). [ is also related o the formation of
soctal capial, * Mezzogiorno is the term used w0 refer w Southern Ttalian regions; on regional ceonomic dis-
parity between the Mezzogiorno and the rest of Ttaly see Zumagni (1993) fora historical perspective, Bertola
and Iching ( (1995} for a European comparative perspeetive and Sinn and Westermann 2001} for a com-
parison with Easwern Germany. ¢ Regardless of fiems” size in terms of employment or outpat. ¥ Concertazivsne:
The «Policy of Economic Agrcement» (Politica della Concerrazione Economica), started in 1992, is a wage
serting model characterized by the co-decision and cooperative agreement on salary rates between Trade
Unions, employers” vepresentative and the Government. This employment sirategy s shaped the «Nadonal La-
bor Agreement {Accordo per i Lavore) signed in September 1996, The main aim of the Agreement was to
lower unemployment in Iraly acting on its structural causes. See Carobeo and Mazzota (1999} on the issue.
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thetically describe the level of agreement among respondents (Kearl er 4l
1979; Frey ef af. 1984; Fuchs er af 1998). Since our response scale is or-
dered, not only the percentage of response each category receives but also
the shape of the distribution is important. Indeed, both relative frequencies
of answers and the distance between different categories convey important
information on the degree of agreement among economists. We have, then,
calculated 2 consensus index (Comsensus), proposed by Wierman and Tastle
(2005}, which is particularly appropriate when opinions are expressed using
an ordinal scale’®. This measure, differently from relative enwopy, takes into
consideration the ordinal narure of the Likert scale. The index takes a maxi-
mum value (Corsensus = 1) when responses are all concentrated in one cat-
egory of the Likerr scale, and reach its minimum value (Consensus = 0) when
responses are equally distributed at the extrere categories of the Likest scale
{i.e. strongly disagree and strongly agreel. To know if a specific Proposition
received a high level of consensus in positive terms (agreement) or negative
rerms (disagreement), the value of the index have to be read in conjunction
with the mean value. For instance, consider the Cause with the highest rank
Uow quality of émmaterial infrastructures) and the one with the lowest rank
{the tncreasing number of immigrant workers) reported in Table 1. In both
cases the high value of the consensus index indicates that there is a swong
consensus among economists: but while for the former the consensus is on
the fact that the one included in the Propesition is an important cause of the
economic slowdown {the mean response is very high) in the larter the con-
sensus is on its little relevance {the mean is very low).

Several aspects of the ranking reported in Table 1 are worth discuss-
ing. First, the mean and median values of 4 indicate that there is an average
agreement on the Causes and that the distribution of economists” opinioas
is skewed to the right. Yet the standard deviation of g {g,=1037) shows a
relevant dispersion in the average opinion across Causes. The average value
of the relative entropy index indicates a high level of dispersion among re-
spondents’ opinions on each specific Cause. Yer the relasively high consen-
sus index suggests that if economists express a different opinion on specific

i The Consensus index is defined as:

§Xi—y%)

Consensus = 14 2. p, 'Iog7(l - -

sl . (1',\-
where X Is represented as the Likerr scale, p i the probability of the frequency associared
with each X, 4 is the width of X, X is the particolar Likert atrfbute =1, 2, 3, 4 {and 3) in
our case), and v is the neutral mark of the Likert scale (v = 2.5 (and 3} in our case). The Con-
sensus index, using the unit interval of 0 to { as the set of all pessible values of dispersion,
conveys an inmediate sense of sharing views. The closer to | the greater the conscnsus.

Causes' they do it on the level of agreement {strong vs. partial} rather than
on polar positions (agree vs. disagree), as it is revealed by the standard devia-
tion of the Consensus index (o, = 0.06)

Second, there is almost unanimous agreement among lialian economists
on the fact that the main causes of the difficultics of the Ttalian economy
are the low quality of immaierial infrastructure (1 =3.73) and an z’fieﬁ'cz'eiz}f
Public Administration (1 =350}, Also the insufficient physical infrastructure
(i =331}, the low level of domestic marber competition (i =3.39), the eco-
nowic and soctal situation in the Mezzogiorno (1t = 3.20) and the small (aver-
age) size of dormestic firms {4 = 3.02) rank high among the Causes.

Third, it is interesting to examine this ranking with reference to the re-
cent public and academic debate on the Iralian economy. In particular, while
the trade specialization in labor-intensive goods has been often cited in the lit-
crature as one of the main causes of the cconomy slowdown, the profession
seems o be less convinced of the validity of this proposition. At the same
time, in contrast with some recent analysis pur forward by the Bank of Iraly
(Bank of Traly 2007; OECD 2067) and the evidence on the Ttalian bacloward-
ness in the evaluation of the educational system contained in the PISA (Proj-
ect for International Students Assessment) Report, Iralian cconomists seem
to consider the low demand of human capital 2 much more relevant Cause
(0 =3.02) than the Jow supply of buman capital (u = 2.48). Finally, Tralian
cconomists clearly show not to share the somehow popular laymen opinion
{often purt forward also by the media) that dumping from LDCs, the introduc-
tion of the Euro or larger immigration flows are the main Causes of the pres-
ent difficulties of the [ralian economy: their mean response is always below
LY. This confirms Caplan (2002) findings.

In order to determine which of the 40 different Causes are evaluared in «
similar way by lealian economists, we run a clustering procedure (described
in Appendix B). The analysis identifies five different CLUSTERS, This al-
lows us to extract some interesting additional information from respondents’
answers. In particular it indicates which causes are, according to Iralian econ-
omists, interrelated and thus which of them plays a similar role in explaining
.the_weakness of the Italian economy. We will explicitly take this into account;
I the regression analysis we perform below.

LY g . 3 T R o 3 Tt
. En terms of the parameter &, of the consensus index, opinions are concentrared in con-
uguous classes on the 4, dimension.
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3.2. Policy proposals

As in the case of Causes, respondents express their opinion using the
same four ordered options Likert scale. Table 2 ranks the 18 Policy propos-
als according to the mean response value. For each Policy proposals, the
number of respondents (#), the mean value (1), the relative eatropy index
(rel.Eniropy) and the consensus measure (Consensus) are also shown.

The mean response values indicate that Italian economists largely
agree on the need and on the efficacy of: dfncreasing bureaucracy efficiency
(1 = 3.73), funding public, private and acadeniic vesearch (from p1 =357 1o
U =3.48); increasing imvestments i1 physical infrastructures (¢ =3.49). On
the contrary, they consider least useful policies: 1o reduce labor wnion power
(12 = 2.41); to make more Hexible the labor marker (= 2.40); to proceed with
move privatizations (1=249); to create and strengiben firm-tervitory [nk
7 22:69). As far as international trade, lralian cconomists seem to prefer a
change in specialization related 1o the up-grading in the quality ladder more
than an explicit policy of industrial targeting.

The values of the relative entrepy index indicates that the dispersion of
economists’ apinions is larger on topics such the need to reduce labor union
power; making the labor market more flexible; increase firm-tervitory link; pro-
ceed with more privatization; increase public imvestment in strategic sectors.
Furthermore the values of the consensus measure show that economists” view
is the least homogeneous when judging the usefulness of: increasing firm-ter
ritory (ink, proceeding with more privatization, reducing precarious jobs and
creating small and medinm firm consortia. All these propositions receiving
both a low consensus (below the average} and are low ranked in terms of
mean response.

It is worth noticing that Policy propesals refared to labor marker reform
(zncrease the flexibility of the labor muarket and reduce labor union power)
mark the lowest mean value of the ranking in Table 2, around g = 2.40. They
also receive a very low consensus (around 0.48}, and a very high relative en-
tropy score (0.97). The overall economists’ disarray on the usefulness and ef-
ficacy of the Pelicy proposals belonging to this subset is at its maximum.

Regarding the Policy proposals that have o do with the virtues of mar-
ket forces, liberalization receives a good deal of approval (1 = 3.14), an aver-
age level of consensus but opinions among cconomists are quite dispersed
{the relative entropy is 0.83). On the contrary, privatization, the process of
transferring the ownership of business from the public sector to the private
sector, receives much less approval (2 =2.49) and s characterized by more
dispersed and less consensual opiniens.

50

Tas. 2. Policy proposals: Ranked according o the mean response score (1)

Rank Policy proposals it u rel Erntvapy  Consensus
1 Inerease bureaucracy (PA) efficiency 331 3.73 0.46 077
2 Funding public research 331 3.57 0.62 0.06
3 {ncrease investmrents o1 physical tifrastruciures 328 3.49 .56 0.67
4 Frndiey private veseavch 330 3.48 0.67 0.63
b Fuiding acedeniic research 333 347 0.68 (.63
6 Increase firms” investozent i T 325 338 (.69 (.66
7 Induce hutevnationalization activety domestic firms 321 331 .72 0.65
8 Induce firns’ size growth 323 3.28 0.74 .65
9 Improve guality of exported soods 32 327 0.76 .63
10 Proceed with more liberalization 330 3.4 (.83 .60
1! Change trade specialization 321 3.10 0.81 .63
12 Create swiall and medinm firms conesortia 318 307 0.8] 0.66
13 Licrodse public frvestment iy siralegle sectors 330 2.98 0.93 0.49
14 Reduce precarious jobs 327 2.86 0.90 057
13 Create and serengthen [irm-territory link 309 2.69 0.93 0.56
16 Proceed with more privatization 331 2.49 0.93 0.32
17 Reduce labor union power 324 241 0.97 0.47
18 lncrease the flexibility of the labor market 332 2.40 0.9% .49
Mean 3.12 0.78 0.61
Median 323 0.79 .64
Standard deviarion g,=041 g,=014 o, =008

The Policy propesals directly linked to the views associated to the posi-
tive role of Marshallian industrial districts in the evolution of the Iralian eco-
nomic system (Pyke e/ al. 1990), proposing the creation of small and medium
Jirims consortia and the creation and strengtbening of firms-territory links re-
ceive an approval below average and an average consensus not far from the
median, but 7% of the Iralian cconomists did not express any opinion on
this last issue.

To summarize, the results in Table 2 show that respondents agrec on the
usefulness and efficacy of the proposed Policy proposals more than they did
with the Causes since the mean response is below 2.5 in only three cases,
With respect to Causes, Policy proposals also show a lower median Entropy
index and a higher median Consensus index. Yer, Policy proposals opinions
are quite dispersed (0= 0.41) and the level of agreement is low (the median
relative entropy is 0.79) even if the difference in opinions is on near alterna.
tives {the median Consensus is 0.64).

The results abour ranking Causes and Policy proposals presented so far
suggest that there is a great deal of disagreement among economists, con-
firming some of the previous evidence (Fuchs et af. 1998). Yer, the opinicns
of Iralian economists are not polarized at the extremes of the Likert scale,
Having this first result in mind, we now move to our second question: are
these differences systematically related to a set of covariates including indi-
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vidual characteristics, individual specific informarion about the Italian econ-
omy, individual interpretation of the causes af the ltalian economic difficul-
ties, individual reseacch field and school of thought, and political opinions
and individual values?

4. Covarigtes

The information on the respondents’ personal characteristics obrained
from the survey is summarized in Tables 3, 4, 5 and 6.

Table 3 presenss summary seatistics about GENDER, AGE, REGION
OF BIRTH and REGION OF WORK of the respondents. The latter two
variables have been included to take into account the ltalian high degree of
territorial heterogeneity in terms of per-capita income, macroeconomic con-
ditions and institutional, social and cultural environment, In our sample, 3/4
of the respondents are male. As for AGE, more than 60% of the respon-
dents belongs to the two central groups of the distribution, ic. 41-50 and
51-60 years old. While the younger group (18-30) is very small (only 5 cb-
servations) it is interesting to note a significant number of over 70 respon-
dents (10 observations}, indicating that the choice of an on-line quession-
naire did not exclude the elder generation from the sample. Regions have
been grouped into four macro-regions: Noreh West, North Fasz, Center and
South and Islands'. Concerning the REGION OF BIRTH, the larger part
of respondents was born in the North West and in the Center with the other
three macro-regions showing similar numbers. As for the REGION OF
WORK, on the contrary, we see that 36% of the respondents are employed
in Universities located in the Center of ltaly and 31% i the North West,
reflecting the effect of large cities and rotal population on the dimension and
number of Universities.

The questionnaire also asked questions concerning the respondents’ AC-
ADEMIC POSITION; SCHOOL OF THOUGHT {the school of thoughs
she declares to belong to); research FIELD (according to the Journal of Eco-
nomic Literature (JEL) classification); and the type of RESEARCH she per
forms {(empirical/theoretical). Table 4 reperts the academic profile character
istics of our sample.

# The grouping of ltallan regions in the five macro-regions is the following: North West
Piemonte, Valle d'Aosta, Liguria, Lombardia): Novth Fast {Trentine Alto Adige, Veneto,
Frivdi Venezia Giulia, Emilia Romagna); Center (Toscana, Umbria, Lazio, Marche, Abruzzo,
Molise); South and Islands (Canapania, Puglia, Basiticara. Calabria, Sardegna, Sicilial.
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Taw. 3. Individual characterssites of the semple

GENDER  # % AGE # Y REGION #0h REGION 4 N7

5

OF BIRTH OF WORK
Male 235 6 1830 5 1 North West 106 32 North Wesi 103 31
Female 81 24 3140 52 16 North East 70 21 North East 62 9
4150 107 32 Center 87 26 Center 119 36
$1-60 98 2% South and 68 20 South and 51 14
Islands Islands
6170 63 19 Abroad 4 i
e i 3
Tota! 335 100 335 100 335 W00 335 100

As for the ACADEMIC POSITION, more than half of the respondents
is a Full Professor while Assistant Professors are less than half she number of
Associate Prolessors.

It is well known that one of the aspects that traditionally has made Euro-
pean and American economists different is the importance the profession has
given to the individual belonging 10 a specific SCHOOL OF THOUGHT
(Frey ef al. 1984; Frey and Eichenberger 1993; Aiginger ¢f 4/ 2001). In par
ticular, in the Italian economic profession heterodox approaches have been
historically very influent. Things seem to have changed, at least partally. Al-
most 1/3 of the economists in our sample defines himsell Eclectic. Other
two larger groups are Neodlassical/Mainsivean: economists {18%) and No spe-
etfic method (17%), where the larter group includes economists that declared
not to refer to any specific school of thought, If we sum this latter group
and the Eclectic the result is that almost half of the sample is not categorized
in any of the waditional schools of thought. Among these, after Neoclassical/
Mainstrean, the larger are Post-Keynesian (11%) and Neo/Keynesian (7%).
Even if much less relevant in percentage terms, our sample also features
Marxist/Sraffian, Evolutionist, Institutionalist and Bebavioralist economists.

As for the FIELD of research {as categorized by JEL codes), ir results
that all fields are represented in our sample, even if the variance is very
high. The largest group, with 17% of the respondents declaring it to be
their primary field, is Macroeconomic and monetary economics. The other
large groups are Industrial organization (129%), Economic development and
growth (11%), International economics {10%), Public cconomics {99%,) and
Microeconomics {(9%).

# Ln addition 1o self-classification, we have atiributed 1o the Edlecric category the respon-
dents (18 observations) that indicated three or more schools of though.
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Tan, 4. Academic prefile of the semple

Variable # Y
ACADEMIC POSITION
Assistant 4 52
Associate 100 z(?
Full Protessor 194 38
Total 333 160
SCHOOL OF THOUGHT ) X
Edectic 93 253
Institutionalist/Nee-Institutionalist Zi !
Keynesian/Neo-Keynesian ?{ 3
Keynesian/Post-Keynesian 36 11
Marxist/Sraltian/Neo-Marxist i3 4
MNeoclassical/Mainstream 59 18
Austrian/Neo-Ausirian E 0
Evolutionist 17 3
Regolationist 3 H
Behavioralist 5 1
[ do not refer to any specific school of thought 56 17
Total 333 104
FIELD
JELT - Schools of Economic Thought and Methodelogy 20 5
JELZ - Mathematical and Quantitative Methods 22 3
JEL3 - Microcconomics 37 9
JEL4 - Macrocconomics and Monetary Economics 71 17
JELS - Internadional Ceonomics 44 10
JELS — Financial Feonomics i3 3
JEL7 - Public Economics 37 9
JELS ~ Health, Education, and Welfare [ t
JELY - Labor and Demographic Economics 25 6
JELIO - Law and Leonomics 8 2
JEL1Y - Industrial Qrganizasion 52 12
JELI2 - Business Admin. and Business Econ.; Marketing; Account. 4 1
JEL13 - Economic Histery 10 2
JELI4 - Eeenomic Development, Tech. Change, and Growth 48 i3
JELLS - Lconomic Systems 3 1
JEL1G ~ Agricul. and Nuawral Rescurce Econ; Env, and Ecol. Econ. 10 2
JELTT - Urban, Rural, and Regional Economics 14 3
Toual a2 100
RESEARCH
Empirical 21 [
101 30
& 107 32
70 21
Theoretical 36 11
Total 335 100

Note: * Some respondents dectared more than one primary field.

Concerning the type of RESEARCH thart respondents perform (more em-
pirically or theoretically oriented), it results that they are almost symmetrically
distributed around the «half and half» option with a slightly fatter left ail,

>4

Tan. 5. Knowledge of the laliwnr econonte sitwation

ITALIAN ECONOMY Is the Ltalian economy oue of vour reseerch inferests?
primary  sccouclary 1o 1ot
freq 16 48 271 333
Yo 3 14 81 160
EXPERTISE Have you readtwritten/taken part in the debate on the current
CEORGINC SHuation s laly?
neo marginally often constantly  na 1ot
freq. 5 95 171 57 7 335
Yo 1 28 31 i8 2 100

In addition to questions abour the academic profile, the questionnaire
asked two questions aiming at measuring the expertise of, as well as the in-
terest of the respondents in, the Italian cconomy as a research topic, These
questions are reported, with their answers, in Table 5. While the number
of respondents whom would consider the analysis of the ITALIAN ECON-
OMY one of their research interests is not large (19%), more than 70% of
them declare to be informed about the current Italian cconomic situation
and/or having raken acrively part in the public debate on the issue (i.c. wric-
ing op-eds, partecipating actively in seminars or conferences or in public dis-
cussions). We call this self-declaration EXPERTISE.

Previous contributions have shown thar the political view of the respon-
dent is an important source of variation with respect to her judgment aboutr
policy prescriptions (Fuchs ¢f ¢/ 1998; Klein and Stern 2006a and 2007). In-
stead of focusing exclusively on political ideology, we asked economists to
self-portrait on four dimensions that broadly refer to economic and political
opinions, individual values and optimism. Since all these quesLions were sen-
sitive, answeting to them was optional. The first question asked the EESPON-
dent to declare which type of allocative mechanism she would prefer, using
a five-points scale having «the States and «the Markers at the extremes. The
higher the value of the variable MARKET the larger the role thar should be
played by the Market instead of the State in regulating the economic activ-
ity. The second question, also measured on a five-poiats ardered scale, asked
how much the government should intervene to favor social mobilicy. Thus
the variable SOCIAL MOBILITY measures the respendents’ opinion about
whether or not the Market is able to guaraniee equality of OpPOITUNity across
generations: the higher the value of the variable SOCIAL MOBILITY the
more the intervention of the government is considered as necessary, The
third question asked respondents to self-report political position along a five-
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Tas. 6. Political opuions, indivedual valies and optimim

MARKET Which allocative mechanism should be giver nore importance
[ OrgaARIIINg CCORGIIIC GOty ?

State - Market na 10t

freq. 3 24 133 Li0 32 31 335

Yo 1 7 H) 33 10 9 100
H=33

SOCIAL MOBILITY How nich should the Government be concerned with favoring social mobility?

a livde - a loz na ot
freq. 2 L3 33 iis 118 32 335
Yo i 4 16 i4 33 1G 100
=41
RIGLT Considering the carrent ltalian Parlianient parey conposition,
where wonld you position yourself?
lef 3 right na ot
freq. Gl 163 44 13 3 47 335
Y% 18 49 13 4 2 14 100
p=21
OPTIMISM Do yoir constder yoarself e
pessimist — optimist na ot
freq. 15 62 129 73 23 33 335
Yo 4 19 38 22 7 10 100
=31

Noter The Likert scale includes five options: we coded them from 1 10 3, with the neutral mark
equal to 3.7 At the moment of the survey in the ltalian Parliament were present a large number of parties
with an abmost perfect equilibrium berween Lelt and Right

points scale having left and right at the extremes. We deliberately avoided
giving any definition of the two terms. The higher the value of the variable
RIGHT the more right-wing is the respondent’s political erientation. Finally,
we also asked the respondent’s to express her attitude with respect ro life de-
claring her degree of optimism on a five-points scale: the higher the value of
QPFIMISM the more the respondent is optimist,

The four questions and the distribution of answers are reported in Ta-
ble 6. Considering that the neurral mark is equal to ¥ = 3, Iralian economists
seem 1o largely prefer the MARKET (with respect to the State) as allocative
mechanism {2z = 3.5} bur at the same time they strongly agree on the need
of government intervention for favoring SOCIAL MOBILITY {ux=4.1).
Moreover, the values of RIGHT {1 = 2.1 and Cowusensus) indicate thar Iralian
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Tas. 7. Political opinions, individual volues and optimisin = Spearman correlation

MARKET SOCIAL RIGHT OPTIMISM
MOBILITY
MARKET 1
§ 304
SOCIAL MOBILITY 0,108 I
i 295 303
RIGHT .404 -0.092 i
# 282 284 288
OPTIMISM 0.145 wE -0.033 0119 e 1
# 295 293 283 302

Note: * Means significant at 20%: %% means significant at 5%. # vefers to the number of observations.

economists are largely center-left oriented®. In terms of OPTIMISM, they
are normally distributed around the neutral mark. Yer the relevant dispersion
around the mean is 2 suggestive evidence of how economists themselves are
far from the idealtype of the fully rational decision maker that ignores irrel-
evant elements in her decision process. Disregarding this aspect of the indi-
vidual personality would influence the estimare of the role played by political
opinions and individual values on Policy proposals.

Spearman rank correlations among these variables are shown in Table 7.
Not surprisingly the more RIGHT-wing oriented is the respondent, the more
she prefers the MARKET, instcad of the State, as an allocative mechanism.
Note, however, that the coefficient is lower that one may expect?!. Support-
Ing government intervention to favor SOCIAL MOBILITY is negatively,
but not significantly, correlated with being RIGH T wing oriented and, a bit
surprisingly, positively with being pro-MARKET. These results confirm the
multifaceted nature of the political opinions and individual values of Iralian
economists. [nterestingly, being OPTIMISTIC is significantly positively (even
if weakly) correlated with a preference for the MARKET as an allocative
mechanism and with being RIGHT-wing, while it is negatively (even if not

T

* Tarereszingly, also the large majority of US economists declare to be Democratic {Klein
and Stern 2006b).

B The low rank-corelation coefficient is confirmed by the low {0.075) weighted Kappa
coetficient between MARKET and RIGHT, indicating that the agreement berween the wo
mcasures is low. Cohen’s Kappa coefficient (4} is a statistical measure of inter-rarcr reliability.
[t is gencrally thought 1o be a more robust measure than simple percent agreement caleulation
since it takes into account the agreement occurring by chance. Cohen’s Kuppa measures the
agreement berween two raters who each dlassifies N items into € mutually exclusive catego-
rics. If the raters are in complete agreement then &= 1. If there i no agreement among the
raters fother than what would be expected by chance) then £ < 0.
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significantly) correlated with supporting government intervention to favor
SOCIAL MOBILITY.

To conclude, it is worth noticing that the correlation berween our more
politically-related measure of the political view (RIGHT) and the rwo more
economically related measures (SOCIAL MOBILITY and MARKET) is
rather Jow. This suggests that our three variables are able to capture differ-
ent aspects of a possibly complex political identity of our respondents. This
is the reason for which they will be simultaneously considered, together with
OPTIMISM, in the following regressions.

SN

Analyzing differences acrosy econcomasts’ Policy proposals views

A

AL Policy proposals regressions

In this section we relate respondent’s opinion on each of the 18 Policy
proposals 1o a set of covariates. The outcome in each regression is the re-
spondent’s answer — expressed on the four-poings ordered Likert scale — to
the question «do you agree that this is an useful and effective Policy proposal
to make the economy to recover?s The set of covariates includes the ones
presenied in section 4 and some additional ones. Two of them are derived
from the analysis of the Causes, The first & the multinomial factor variable
CLUSTER. Following the cluster analysis of Causes presenied in Section 3.1,
we identify for each respondent the cluster which includes the set of Causes
she considers more important, We thus end up having five clusters-relared
groups of respondents. This implies that in our regressions {in which we are
explaining differences in opinions concerning Policy proposals) we are also
controlling for the fact thar economists may have a similar view on which
are the causes of the difficulties of the Tralian economy. The second addi-
tional covariate is MAIN CAUSE. This variable indicates which is, according
to the respondent, the most relevant macro-cause (among the five reported
in the questionnaire} of the ditficulties of the Iralian economy. The macro-
causes were: 1) International trade and the European economic policy; 2)
firms’ characteristics; 3) structural characteristics; 4) labor market; 5) govern-
ment and public administration. To see why this may be important, consider
for example an individual believing that the main cause of the difficulties of
the Italian economy is the way the labor market is regulated. We expect that
she would be more in favor of an intervention in the labor marker instead
of being in favor of, for instance, creating and strengthen firm-territory link.
On the other hand, Policy proposals may not go hand in hand with the anal-
vsis of Causes: even if one considers a specific MAIN CAUSE as the most
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imporiant, she may express a preference toward a different line of policy
intervention because she considers it more feasible, easier to implement, or
more effective in the short run. The last three additional covariates include a
binomial indicator of individual domestic regional migration (MOBILITY),
that takes the value 1 when the REGION OF BIRTH and the REGION OF
WORK do not coincide, and zero otherwise, and two multinomial indexes of
individual anxiety. The variable WORRY reports how much the economist
declared to be worried about the actual economic conditions in Fraly while
AWORRY indicates how her worries have changed with respect o the past
five years.

To summarize, our empirical specification assumes that the difference in
opinion across Italian economists concerning the usefulness and efficacy of a
Policy proposal depends upon differences in:

1. individual characteristics (GENDER, AGE, REGION OF BIRTH,
REGION OF WORK, MOBILITY, ACADEMIC POSITION):

2. individual specific information about the Iralian economy (ITALIAN
ECONOMY and EXPERTISE)

3. individual opinion on which are the Causes and how much serious are
the current economic difficulties (CLUSTER, WORRY and AWORRY};

4. the school of thought and type of research (SCHOOL OF
THOUGHT, RESEARCH);

5. indlividual political opinions, values and degree of optimism (MAR-
KET, SOCIAL MOBILITY, RIGHT, OPTIMISM).

Most of previous contributions did not control for all these possible as-
pects that could influence economists’ opinions. Yet the richness of our
dataser allows us to simultancously consider the just described five possible
sources of divergence across respondents. Before moving to the regression,
we must devote some attention to the important issue concerning the sta-
tus of the political/values variables (REGHT, MARKET, SOCIAL MOBIL-
ITY) with respect 1o the SCHOOL OF THOUGHT. While it may be rea-
sonable to assume that they are not strictly correlated, one may also think
that economists may have different political opinions {and even different
individual values) just because these reflect differences in judgments about
the consequences that flow from them? Following this line of reasoning,
the opinion concerning which is the best allocazive mechanism {as measured
by MARKET) or how much should government intervene to favor SOCIAL

# For instance, consider the case in which the respondent’s political view is measured
through her preferences concerning income redistribution. Tt is casy 1o see that the judgments
about the effects of a redistributive policy on political harmony, crime, and family stability
could casily influence preferences about her opinion on income redistribarion.
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MOBILITY may well be determined by the respondent’s personal views
on how the economy works, with the latter, in turn, strongly depending on
her school of thought®. Thus, to be confident in the choice of considering
separately these two sources of variance in economists’ opinions, we verified
that political/value variables were not a simple reflection of the SCHOOL
OF THOUGHT. While the ¥* test rejected the null hypothesis that these
measures were independent (p < 0.03), the Cohen’s Kappa test did show
that there was no agreement, controlling for randomness, between these
measures™. These results suggest that our social and political and individual
values variables convoy additional and different information with respect
to SCHOOL OF THOUGHT. Finally, we also found that the economists’
opinion on Policy proposals are mere correlated with the respondents’ politi-

cal views rather than with their SCHOOL OF THOUGHT?.

5.2. Regressions resulls

Our objective is ro determine, for each of the 18 Policy proposals,
whether the respondent’s opinion is significantly carrelated with the covari-
ates previously described. The multinomial outcome representing the respon-
dent’s opinion is ordered and the distance between four caregories unspeci-
fied. Assuming that errors are normally distributed, we run a weighted or-
dered probir regression for each Policy proposal, using the weights defined
in Section 2.1. The results are summarized in Table 7, where we report the
value of coefficients and their robust level of significance as well as some ad-
ditional information on regression statistics. Policy proposals are ordered ac-
cording to their consensus index (as calculated in Table 2) which is reported
in the last line of Table 7. The covariates are insiead grouped according to
the five blocks of explanations described in Section 5.1. From top to bot-
tom: individual characteristics; individual specific information on the issue;
opinion on the Causes and the level of worry; schoo! of thought; and politi-
cal opinions, individual values and optimism. Finally, the information on the

2 Nore that this is much less a concern in the case of the varizble RIGHT. Indeed, the
lateer encompasses 4 much ample set of issues, which goes beyond the economic domain.

M The Kappa coefficient berween SCHOOL OF THOUGHT and both MARKET and
RIGEHT is negative. Berween SCHOOL OF THOUGHT and SOCIAL MOBILITY 1s 0.011.

B These results follow from the compurtation of Kappa coefficient berween: £} the three
political variables and the respondent’s Policy proposals opirions; 2) SCHOOL OF THOU-
GHT and the Policy proposals opinions. lnterestingly, our results mimic the ones by Fuchs et
al (1998).
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FIELD of research as well as on MAIN CAUSE are used as a set of dum-
mies o control for individual heterogeneity.

We begin considering the individual characteristics of the respondents in-
cluded in the first block of explanations, AGE turns out ro be significanly
related to Policy proposals in five cases. The significance of GENDER is
also sparse. Women are significantly more in favor of an active role of the
Stare ar the regional and national level In face they support the creation and
strengthening of firm-tervitory link, SME consoriia and the public investment
in strategic sectors. Furthermore, women are considerably more likely to con-
sider the increase in Public Administration efficiency as a useful measure to
make the economy to recover: the value of the coefficient reveals that, for
women, the increase in the odds of being in a higher category of the mul-
tinomial outcome {e.g. moving from «partially agree» to «strongly agree»)
increases substantially (1.001), This is a signal of the asymmertric GENDER
cost of the inefficiency of the public sector, at large. The poor functioning
of the public administration, in terms of time delay in the provision of ser-
vices or in the quality of public schooling and health care are often paid by
women in terms of working time reduction or limiting their ability ro seize
individual goals. Completely on the opposite side, men are more support-
ive of marker solutions such as increasing liberalization and reducing wnion-
labor power. The geographical dimension of individual characteristics, the
REGION OF BIRTH, the REGION OF WORK, and MOBILITY has no
widespread significant effect in the regressions®. As for ACADEMIC PO-
SITION, in rwelve out of eighteen Policy proposals the coefficient is not
signiticandly different from zero. A general conclusion comes our from the
analysis of the role played by individual characteristics: heterogencity prevails
and income does not matter. While the first is self-evident, the second issue
deserves some further clarification. All individual characteristics — AGE, RE-
GION OF WORK, MOBILITY (if this imply commuting or the cost of dis-
placement), ACADEMIC POSITION - are somehow related to income and

* There are three exceptions, which are worth discussing, Economists born in the North-

East of Iraly ave more favorable to Policy proposals associated to the Marshallian districts li-
terature, which are the ones more regionally characterized (42 our of 146 of the ltalian in-
dustrial distices idenzified by the ltalian National Statistical Institute (ISTAT) are in regions
in North-East of laly). Differently, respondents born in the South of [taly are more likely
to agree that increasing the lavestment in physical infrastructures may solve the problems of
the lralian economy. This is not surprising ar all, given the historical infrastructural deficit of
the Mezzogiorno, Economists that did not move from their REGION OF BIRTH (MOBI-
LITY = 01 call fov higher Public Administrativn efficiency. Obstacles to «woting with their feets
imply the need for berter focal public goods and better local government.
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individual expenditure capacity, in absolute and relative terms”. We would
have expected that personal income conditions would have beep reflected
on how individuals interpret the general state of the economy: in a broad
sense individual living conditions are the lenses through which one sees the
overall conditions of the economy. But, while this soun_ds reasonable, our
evidence suggests that personal income has a minimal effect on ;conomxs\ts’
Policy proposals judgments. This is in accordance with the findings of Ca-
plan {2001). o

The second block of explanations regards the role of specific informa-
tion. ITALIAN ECONOMY, as a primary research FIELD or as a second-
ary one, as well as EXPERTISE are seldom signifi_cant. As far as economists’
individual opinions on usefulness and efficacy of specific Policy proposals,
being an expert or not makes little difference. -

The third block considers the respondent’s view on the Causes of the dif-
ficulties of the Italian economy and how much she is worried about the eco-
notic sitvation. Only for three Policy proposals — meore liberalization, !.'72'1[)/()1)6‘
the guality of exports, and create firm territory link — the 'vz}nabie CLUSH.:R
is not significant. In all other cases, the respondent’s opinion on ti?c Policy
proposal is significantly related to her interpretation of the Causes of the ltal-
ian economic slowdown. Furthermore, it results that economists thar are more
worried abour the current situation {WORRY) are mere likely to agree on the
efficacy of four Policy proposals: the need of proceeding with more liberaliza-
tion, of changing the pattern of specialization, funding private rescarch and ol
ncreasing bureaucracy (PA) efficiency. Interestingly, these are acnually the pro-
posals on which the debate has insisted more in the last decade. _ '

The school of thought and the type of research are considered in th,e
fourth block of explanations. The role of the SCHOOL OF THOUGHY
furns out to be quite pervasive. Having Eclectic as the reference category®,
this covariate results to be statistically significant in all but two cases, vet in
a very heterogencous manner across Policy proposals. Institutionalises tend
to favor specific public interventions and they are more likely to agree on
increasing investments in physical infrastructures, supporting public researr_:/%,
change trade specializetion, create and strengihen firm-tervitory link and in-

¥ Note that in Italy, all scholars working in public Universities receive the same ‘saiary
that depends on AGE and ACADEMIC POSITION regardless the geographical ]o_c;.m.on o.['
the Universiry. Since lraly is characterized by strong regional disparities in the cost of living, it
follows that ACADEMIC POSITION is capturing the elfect of differences o real income.

% We grouped Behavioralist with Eclectic, Austrian with Mainstream and chulntionist‘
with Post/Keynesian due to the small number of observations for each of these schools of

thought.
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crease public investment in straiegic sectors. Post-Keynesians share with Insti-
tutionalists a positive view on increasing investments in physical infrastructures
and supporting public research and they also agree on creating SME consortia
and reducing precarions jobs. The probability of supporting public research is
also increased in case of Neo-Keynesian economists, completing the group of
SCHOOL OF THOUGHTs backing that Policy proposal. Neo-Keynesians
are, at the same time, sympathetic toward the support the internationaliza-
tion activity of domestic firms and, not very surprisingly, they also agree 1o
proceeding with more privatization, a position shared with Neo-classical and
Mainstream economists. The point of view of Marxists and Syaffians is sub-
stantially different from the rest of the sample. They have sirong preferences
about eight our of the eighteen Policy proposals: they are more likely 1o dis-
agree with the need and usefulness of increasing the Hexibility of the labor
markel™, proceeding with more liberalization (in opposition with Mainstream
cconomists), and funding academic research (populated by Mainstream econo-
tists). Marxists are also less supportive of firms’ investment in ICT, possi-
bly assuming that technology is labor-saving and, in perfect consonance with
duality theory, of a change in irade specialization, probably having in mind
a Stolper-Samuelson type of effect, since Ttaly is largely specialized in labor-
intensive goods. On the other hand, Marxists are positive on creating SME
consortia and reducing precarious jobs, The Neo-classical and Mainstream par-
adigm is based on the classical triad Internationalization-Privatization-Liber-
alization, 1o which it has to be added a significant approval of the reduction
of labor union power and a favorable attitude toward tncreasing the flexibil-
ity of the labor market, Evolutionary economists are quite similar to Eclec-
tics. They only differ for a more favorable astitude roward the promotion of
cooberative solutions among firms (creating SME consortia) and technology
adoption (firmy’ investiment in ICT). Finally, cconomists thar do not refer 1o
any specific school of thought (the «no method» in Table 7) are also quite
different from the rest of the sample. T hey have strong preferences about
eight out of the ecighteen Policy proposals but, since by definition they did
not indicate any specific theoretical reference we will not make any attempt
to interpret theic preferences. What came as a bit of surprise is the finding
that doing empirical or theoretical RESEARCH does not seem to be relevant
in accounting for differences in economists’ opinions, but for two Policy pro-
posals: theorists back the increase in the Hexibility of the lebor marker (which

# At the same time the coefficient of reduciing labor anion power is nat significantly dific-
rent from zevo, indicating a newtral stance on the issue. This implicidly indicates thar Marxists
considers the behavior of trade wnions as irrelevant o change of the working conditions in
the labor market.
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Tas. 8 Policy proposals — Weighted Ordered Probit Regressions « Ranked on Consensus

Policy proposals A infrastructures public Icr firms' private  internationalization  firms’ sive trade
efficiency research  nwestmrents  consortia research growth  specialization
AGE 0.20% 0.362 0.125 0127 026477 +0.153 (.299%% 0.095 0.2397"
GENDER! ~1.001%7% 0.067 -0.291 -0.294 =0 778 <0069 0345 0.251 -0.011
REGION OF BIRTIP North East 0213 ~0.283 0.455 0.222 05847 0.026 0.157 -0.015 0.446
Center 0.028 -0.2060 0.218 0600 .10 ~-0.390 0.128 0.303 0.369
South/Eslands 0.130 -0.389" -0.007 0.292 0.397 -(.135 -0.030 (1394 0572
REGION OF WORK: North East 0.137 0.008 -0.028 -0.021 ~{1.038 0.4307 0.093 0.160 -0.606%*
Center 0.090 0.145 Q.300 -0.289 ~.230 0.638%% —£.341 ~{3.401 ~-0.409
South/Islands 0.592 0.320 0.157 0.124 0.098 Q317 0.382 -0.614 % 0151
MOBILITY ~0447% 0.156 -0.077 ~0.046 0475 -0.189 -0.144 -0.240 ~04637
ACADEMIC POSITION ~0.175 02025 R34 L0250% 0163 ~.133 -0.010 -0.155"
ITALIAN ECONOMY sccondary research feld  ~0.165 -0.292 (1319 ~0.380 -0.339 ~{.183 0.390 0.078
primary research field ~0.233 0.021 -1.006%" 0.281 0.309 (.046 03512 (478
EXPLERTISE 0.034 0,152 ~.040 0.227% ~0.028 0.213% 0.335 #* 0.059
CLUSTER CLUSTERZ 0.208 I L N TR -0.348 —0.482 0.069 0177
CLUSTER3 ~0.217 ~0.788%%  ~(.863% 05967 ~0.687%F ~0.459 0.256
CLUSTERA 1.025%% -0.535 ~{3.497 -0.246 ~0.347 ~1.363 #0550
CLUSTERS (1130 07927 0402 ~0.431 -0.334 -0.251 LO76R*
WORRY 0.169%" -0.013 051 -0.034 -0.001 01057 0.088 04597+
AWORRY 0.004 0.010 -0.086 ~0.076 ~0.067 -0.100 Q.007 -0.621 =015
RESEARCH 0.062 0.082 0.095 0.091 -0.039 0.093 =17 Q065 0.042
SCHOOL OF THOUGHTY last/Neo Institutionalist — 0.029 0.706% 0.308 0.535 -0.122 (1334 0.027 Q7 igs
Neo-Keynesian ~0.143 Q.01 0.409 0417 0374 08047 0.104 -0.222
Post-KeynRegulationist 0416 13745 0.694% 0.122 0.730 0.368 3459 0112 ~0.03%
Marxist/Srailian (.245 0.017 0.296 ~ 134507 Q987%% 113454 (092 ~{).609 0987
MNeochs./Mainstream 0319 0.111 0414 0.066 0.118 -0.070 0.503% ~0.089 -0.031
Evolutionary -(.326 -1, 340 0.089 0.732% 0.697 0740 0.422 0.385 —0.630
No specific schoo ~0.122 ~0.114 0110 0.108 0.781 0.118 Q768" 0.327 0,390
MARKET 05447 ~(.281% ~0.289% ~{1.545% 0117 0.013 014 ~-0.191 4.009
SOCIAL MOBILITY 0.02¢ 0.016 ~0.002 (1145 ~0.024 0.020 0.1607 0.086 42077
RIGHT 0.192 0.009 049 0033 ~(.121 0.123 ~0.037 -0.157 0071
OPTIMISM o -0.110 -0.012 ~0.118 0.143 0L.066 ~0.04% 0.362 7%%  —0.137
MA‘IN CAUSL dummics yes yes yus yes yes yes yo§ yes
FIELD (JiL dummies yos yes yus ves yes ves ¥es ves
Prab = 1 0.000 4400 0.000 0.000 0.000 0.000 0.000 0.000
Pseudo R? 0.244 0.196 0.521 0.215 0166 0171 0.226 0.245
#‘ 262 263 263 238 253 263 259 254
Consensus 0770 0.670 0.660 0.660 0.660 0.650 0650 0.650 0.630
Napes #5555 % mean significant at the 1%, 3%, 10% respectively with robust standard errors. The average percentage of corrected predicted probabilities over

the 18 Policy proposals is 68%. Adopting, as a rule of thumb, that a Jolerarce of 0.1 or Jess is a cause of concern, it turns ot that in our case there is no indication
of multicollinearity. The link specification test is furgely passed at the 10% level, indicating that relevant variablels) have not been omitted and that the link fanctien
is correctly specitied, by all Policy propesals but sncrease public investment in strategic sectors. Notes on variables: © Gesder = 1 1 respondent is male and 0 otherwise.
# The reference category is Norh West. < The reference eatcgory is North West, # The reference category is: Italian econonry s not one of my research interoxts. © The
reference category is CLUSTERI. 7 The reference caregory is Fefectic.




Tav. 9. Policy proposals - Weighted Ordered Probir Regressions — Ranked on Consensus

Policy proposals academic  guality  liberalization precarions firm-territory privatization  strategic flexibility  labor union
rescarch  of exports loile SeCtors
AGE 0.102 0447750 012] 0.037 0117 -0,(32 -0.022 ~(.108
GENDER® -{.157 -0.149 0.6997%F  _{).148 0.001 0.147 05427
REGION OF BIRTH? North East 0.523% 0.206 ~(.268 (1108 7 0.063 0.275 0.096
Center 0.519 0.500 -0.459 0.264 (.549° ~0.016 0457 0.448
Seuth/lslands 0.280 ~0,104 0.240 0.444% 0.428 0.051 (.633%* (587 ~0.074
REGION OF WORRS Narth East 0.381 -0.079 0923 -0.080 -0.064 05717 -0.030 -0.145 001§
Center 0.119 {1,434 0.164 07355 0,199 0,310 0.078 -0.413 (.007
South/1slands 0.160 0.138 0.426 0571 0,466 0.002 -0.489 -0.397 0.242
MOBILITY -0.024 ~0.036 -0.373% -0.230 0.227 -0.194 ~0.260 -0.308 -(.238
ACADEMIC POSITION =0.379%% .0.3417%% 0,062 -0.113 ~L.077 ~0.032 0.011 ~{1.088 0.024
ITALIAN ECONOMY+ sccondary research field  -0.456% 0.221 -0.326 -0.090 0.007 —0.234 0.205 -0.025 -0.262
primary research field -0.796* 0.059 0.351 0859  -0.042 0.061 -0.363 ~0.897°%  -0.130
EXPLERTISE 0.129 0.012 0.267 %% 0.211 0.035 0.036 -0.032 0.015 -0.082
CLUSTER* CLUSTER2 R 0.00% 0.422 (689 0.062 07317 ~0.431 0.456 0056
CLUSTER3 L0073 ~0.214 -0.082 ~0.155 ~Q79GTEE L0 TI8FE _1 0025
CLUSTER4 ~{.281 -0.245 0.190 -0.149 -0.128 0.7677 (1475
CLUSTERS 0.177 -0.382 0168 -0.224 -0.128 e e
WORRY ~0.062 s -0.051 0.098 —0.021
AWORRY 0.083 0167 0027 0.085
RESTEARCH —-0.126 -0.037 -0.166% ~0.010
SCHOOL OF THOUGHTY  Inst./Neo Institutionalist 0.017 0.439 0.603%
Neo-Keynesian (1468 03747 0,321
Post-Keyn /Regulationist 0.459 . 0455 0,532
Marxist/Sraifiar 0.373 -0.023 -0.493 0.489
Neaclas./Mainstream 0.388 —0.15% 0.657%% 0452
Evolutionary 0.230 -0.432 0.004 -0.451 0.256
No specific school 0.009 0.813%% 0.613 0.481* 0324
MARKET ~0.281%% 0127 -0.581 0,828 05297 02697 0.201
SOCIAL MOBILITY 0.130 0.212% -{(),143 -0.037 0050 0,064 -0.024
RIGHT ~0.2727F 0,100 {0.372% G116 ~0.334%5% (647 0aig#ms
QPTIMISM ’ . o009 0.086 {.09! 0.039 0.042 0.023 L2139 L0271
MAIN CAUSE dummies yes yes yes yo§ yes yes yes yes
FIELD _(‘II:,L) dummies yes yes yes yes yes yes yes yes
Prob = ¥ , 0.000 {.000 0.000 0.000 0.000 0.000 0,000 0.000
}?seu(lo R 0.242 0.168 0,330 0.244 0.181 0.246 0.313 0.272
#\ 264 233 202 260 246 262 2G4 261
Consensus 0.630 0.630 0.600 1.570 0560 0.490 0.490 0470
Notes: ™™, % mean signiflicam at the 1%, 5%, 10% respectively with robust standard ervars. The average percentage of corrected predicted probabilities over

the 18 Policy proposals is 68%. Adopting, as a rule of thumb, that a rolerance of 0.1 or less is a cause of concern, it turns out that in our case there is no indication
of multicoliinearity. The link specification test is largely passed at the 10% level, indicating that relevant variable(s) have not bees omitted and that the link function i
correctly specilied, by all Policy proposals but number 10. Notes on variables: ¥ Gender = 1 if respondent is male and 0 otherwise. * The reference category is North
West. © The reference category is Nonth Wess. ¢ The reference category is: Italien economy is not one of my research interests, © The reference category is CLUSTERL.
£ The reference category is Ecfectic. ’



in theory is a good thing), while empiricists dislike the proposal of proceeding
with more privatization (the effects of which are hard to measure).

We want to determine if these variables play a role in explaining the dif-
ferences in the Italian economists’ opinions on the usefulness and efficacy of
cach of the 18 Policy proposals when we control for all the other personal
characteristics. The first result is thar SOCIAL MOBILITY plays a second-
ary role. It is significant {and positive) only in three cases. The reason is the
low variance of individual opinion on this guestion {see Table 6): almost
95% of the respondents are neutral or in favor of it.

Ex-ante the expectations on the sign of OPTIMISM are ambiguous. In-
deed, according to the basic principles of psychology and behavioral eco-
nomics, an optimistic individual may assume two opposite attitudes toward
economic Policy proposals at large. On one side, if the economist is optimis-
tic she may be less in favor of intervening in the economy: ceferds paribus,

an optimist would be more likely to believe that the economic problems are -

going 1o resolve themselves. On the other, a high OPTIMISM may lead to
overestimate the probability of success of the policy to be implemented, fa-
voring a positive stance over any Policy proposal. In our empirical analysis
we found no evidence of an overall positive nor negative effect. In fact, OP-
TIMISM is positively correlated with individual approval of some (not all)
Policy proposals: proceeding with more privatization, inducing the growth of
firmes” size and supporting their infernationalization activity. On the contrary,
OPTIMISM make economists less in agreement with increasing the flexibility
of the labor market and reducing the power of the labor unions as policies
useful to make the economy to recover. This result is interesting i read in
conjunction with the results reported in Table 7. Indeed, while the uncondi-
tional correlation coefficient between OPTIMISM and RIGHT is positive, it
turns out that in the multivariate regressions the two variables have opposite
sign. This indicates that controlling for OPTIMISM is important 1o have a
correct measure of the role of the policy variables in economists’ views.
Finally, let’s focus on the role of the respondents’ political opinicns as mea-
sured by RIGHT and MARKET. The regression results show that RIGHT
is significant only in some of the Policy proposals. It is positvely correlated
with agreeing more on the need of increasing labor mavket flexibility, reduc-
ing union labor power and strengthening the firm-territory link while it is neg-
atively correfated with being more in favor of increasing public investment in
strategic sectors, funding public and scademic research. Instead being pro-market
as measured by MARKET has a significant effect in many Policy proposals.
MARKET is positively associated with proceeding with more privatization and
{thevalization, as well as increasing the flexibility in the labor market, all mar-
ket-based Policy proposals. MARKET is alse positively correlated with increas-
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ing the efficiency of the (Public Administration) bureaucracy, which clearly is a
fundamental condition for the market to operate smoothly. It is also negatively
correlated with strengthen the firm-territory link, support firms' investment in
ICT, dncrease investment in physical infrastructures, public investments sérategic
sectors, reducing the number of precarious jobs and funding academic research. It
Is important to note that the simultancous use of RIGHT and MARKET is ac-
tually appropriate 10 capture the complexity of the respondents’ political view.
As an example, while being pro-marker induces an economist to oppose both
the use of public investment in strategic sectors and need of strengthening of the
Jirm-territory link, being right-wing makes her to oppose the former bur not
the latter Policy proposal, as a strategy to help the €CONnomY Lo recover.

5.3. Consensus index and regressions results

Results from the regressions suggest a relation between the significance of
covariates related to political opinions, individual values as well as optimism
and the consensus expressed by economists on the same Policy proposals. A
clear pattern appears: when consensus is low MARKET, RIGHT, and OPTI-
MISM show a significant conditional correlation with the different views of
economists; at intermediate levels of consensus, the relation becomes less sys-
tematic and some other elements (the shared view of the Causes of the pl;e-
nomenon under scrutiny, e.g. CLUSTER) are thoroughly more important in
differentiating economists’ views on Policy proposals; {inally, when the level
of consensus is high only MARKET remains significant and what discrimi-
nates among economists’ views about the economy is the subjective evalua-
tion of how the economy should work.

To check if this suggestive evidence exrends to Causes, we collecr the si-
gnificance level of the covariates MARKET, SOCIAL MOBILITY, RIGHT
OPTIMISM after running an ordered logit regression of the responcicnts’ opi-’
nion on the same set of control variables used in Table 7. Next, for each of
these four covariate, we compare the absolute value of the significance level,
2 — where M stands for MARKET, or SOCIAL MOBILITY, or RIGHT
or OPTIMISM - with the level of consensus obtained by each of the j= 1’
~» 38 Propositions, using a non-parametric procedure that do not pre-imposé
any specific functional relation between Iz and the level of consensus.

The four baseline equations {each one for each covariate of interest. M:
MARKET, SOCIAL MOBILITY, RIGHT, OPTIMISM) take the form:

(1) |24 = Seonsensus ) + &,
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- : : 2
where &, are zero mean random variables with variance 0I and

fleonsensus) = Bl lconsensus) is a smooth function. In particular, we use
a cubic thin plate penalized spline with a smoothing parameter estimated by
restricted maximum likelihood (REML), as in Ruppert, Wand and Carroll
{2003}.

To control for the possible confounding effect on the relation between |z}
and consensus of: (1} the level of 1 associated to each Proposition {to take into
account the possible influence on z}' played by the approval obtained by the
Proposition); (2} the sign of the estimated coefficient of the relevant variable
M in the 58 ordered probit regressions (to control for a difference between
a positive effect and a negative one on the level of significance of the coef-
ficienty; (3} and the possible clustering effect on 7 due to the fact that some
Propositions pertain to the same MAIN CAUSE, we augmented the baseline
equatiens in the following way:

(2) M= feomsensus )+ 1t + signofM , + MAINCAUSE , + ¢,

where £ € {0,4] is a continuous variable, signofM | & [0,1] is a dummy vari-
able, and MAINCAUSE; is an multinomial vartable that rakes values berween
1 and 6 (five MAIN CAUSE plus a residual group including Policy propos-
als). All confounders enter the regressions linearly™

Figure 1 contains the four semiparametric fitted lines visualizing the esti-
mated marginal effect of consensus on [z [, controlling for the linear effect
of the other variables included in equation 2. The spikes along the horizontal
axis refer to the position of the observations in term of consensus. They are
concenrrated at mrermediate levels. The gray area in each panel refers to the
corresponding standard errors bands.

The panel in Figure 1 indicates that MARKET is significantiy related to
economists’ views on the Propositions ali over the entire spectrum of consen-
sus, and that the relation is sort of S-shaped, indicating an increasing role of
MARKET at low levels of consensus, followed by a sudden drop and a sub-
sequent rise at high levels of consensus. Such nonlinear relation would have
been obscured imposing linearity. The panel in Figure 1 confirms the absence
of evidence of a clear pattern between SOCIAL MOBILITY and the level of
consensus {the estimated value of 123 ] indicates that SOCIAL MOBILITY
is not significantly different from zero). The third panel, Figure 1, shows a
sharp pattern. RIGHT appears 1o be significant in correspondence of the left

* We also saturated the model including all possible interactions, but the Anova test in-
dicated that the more parsimonious model has to be preferred.
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FiG. 1. Marginal effect of consensus.

edge of consensus space. Observation characterized by a significant value of
12| are concentrated on the left side of the panel and the lincar fit indicates
a more pronounced negative correlation between the significance of RIGHT
and the level of consensus. Similarly, the fourth pancl, Figure 1, indicates
that OPTIMISM is significant only at low levels of consensus and thar a less
pronounced linear pattern exists between the two variables.

In synthesis, our previous evidence is confirmed and reinforced: the
political view, the degree of optimism and pro-marker orientation are rele-
vant in the case of Propositions characterized by a low consensus. On the
contrary, only the level of pro-market orientation is relevant in the case of
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>ropositions characterized by a high consensus. This suggests that the dif-
‘erences on how the economy should be organized (Market vs State) is the
nost profound source of differentiation among economists. While politics or
sptimism loose significance along the consensus space, what remains relevant
n distinguishing between economists’ views is the back-bone issue of eco-
somic theory: how much the allocation of resources in the economy should
se left 1o the forces of free Market or to the regulation of the State.

5.4. Robustness checks

5.4.1. Additional Policy proposals

As described in Section 2, the list of the 18 Policy proposals in the ques-
donnaire includes the policies that scholars writing on the ltalian economy
have been proposing during the last 15 years. But, obviously, the literature
may do not match perfectly economists’ views or exhaust the large variety of
policies economists may think about. Thus, we allowed the respondent to add
up to three Policy proposals to the list provided in the questionnaire. Sixty-
six economists included at least one additional Policy proposal. The full list of
additional Policy proposals is reported in Table 9 in Appendix A. There are
two things to note. First, the list contains a large variety of Policy proposals
which range from extremely narrow and specific o exotic and vague. Second,
it (indirectly) tells us something on Italian economists’ opinions about two im-
portant issues: the taxation level and public debt management. As for the first,
it results that very few respondents consider a reduction of the current fevel of
taxation a strategy for making the economy to recover. This is quite interest-
ing since the reduction in the taxation rate has been one of the main topic in
the political discourse in the last decade. Similarly, very few economists indi-
care reducing the current high public debr as an effective and useful policy to
increase the economy’s growth rate. These two facts confirm that economists’
views may diverge in a relevant way with respect 1o both the laymen and the
media (on the positive effect of lower taxation) and the economic/political na-
tional and sovra-national institutions {on high public debt as one of the main
obstacles to growth). An opposite interpretation is as well possible: economists
are not mentoning fiscal policy and debt management because they consider
them so obviously necessary that is even not worth mentioning them.

There are some interesting systematic differences between respondents
that added at least one additional proposals and the ones who did nor’’. Re-

' We run & probit regression of the usual st of control variabies on the variable AD-

§uits {not reported) show that Mainstream economists and economists work-
ing in the North East and in the Center seem to be particularly satisfied with
the set of Policy proposals provided in the questionnaire and that respon-
c.ients having the Italian economy main field of rescarch are significancly less
hl_{giy to add a Policy proposals to the list. On the contrary Leftists are sig-
nificantly more likely 1o add a Policy proposals to the 18 already listed.

5.4.2. Time dedicated to answering

As a robustness check, we considered the time dedicated to answering.
\Wc ;?erformed two experiments. In the first we run the 18 regressions re-
stricting the sample to respondents that completed the questionnaire in less
than 40 minute and dedicated to it at least 10 minutes?, In this case, we
are excluding respondents who dedicated roo little time ro (il the quest)ion-
naire or an excessively long time. No significant differences are found with
respect to the full sample results. In the second experiment, we investigated
whether there are systematic differences across respondents that are related
to the time they dedicate 10 answering the questionnaire. This may be an im-
portant issue, because the latter may be related to the quality of the answers
1’espc?ndelits give, Thus we have considered both the WhC}ICJSﬁmpEG and the
restricted one and we have regressed the usual set of control variables on
the time dedicated to answering the questionnaire. In both cases, we cannot
refect the null hypothesis (10% level) that the whole regression is: not signifi-
cant, meaning that difference in time dedicated 1o answering is not 1'elatead to
some specific characteristic of the respondent.

6. Conclusions and further rescarch

In this paper, using responses from a novel survey, we have documented
how much Tralian cconomists’ opinions differ on the causes of the difficultics
of the Ttalian economy and on which are the most useful Policy proposals
o maife thc—:' economy to recover. In addition we have described how differ
ences in opinions are related ro differences in individual characteristics, the
academic profile or the political and personal values of the respondent. :

DITIONAL PROPOSALS taking value 1 if '

aking value 1 if the responder added at least Policy :
o AL PR ast ane Policy proposal
7 [hese boundaries were sclecred being respectively half and the double of our estimared
time needed 1o complere the questionnaire,
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Our analysis provides several results, Here we summarize the most im-
portant ones. The disagreement among [talian economists is on average
large, but economists do not express polar views. Moreover, ltalian econo-
mists show a lower level of disagreement on Policy proposals than on the
causes of the actual economic conditions in Iraly. Furthermore, in regress-
ing the respondents’ opinions on a large set of covariates, we found that
cach Policy proposal is characterized by quite a degree of specificity. Yet
it is possible to identify a systematic relation between some of the control
variables and the overall respondents’ opinions. In particular we find that
the latter is strongly correlated with the economist’s political view and her
individual values even after controlling for a number of possible confound-
ers, among which most importantly the respondent’s school of thought and
her field of research.

Two are the main contributions of our paper, First, to the best of our
knowledge, this is the first derailed analysis of non-US economists™ opin-
ions on economic policies and of the sources of their disagreement. Sec-
ond, while our analvsis is based on a specific country sample, we illustrate
a novel methodological result which may be relevant for other surveys on
economists’ opinions. [ndeed, we contribute to the literature on the sources
of disagreement among economists showing that the aspect of the complex
social, political and individual view of the respondent which matters most
in explaining differences across economists’ opinions is related to the de-
gree of consensus among economists on the policy irself. When the dis-
agreement is high, differences in economists’ opinions are related to the in-
dividual’s political view, individual values and degree of optimism. On the
contrary, when the disagreement is low, the political view and the degree
of optimism loose significance. What remains relevant in distinguishing
between economists’ views is how much the allocation of resources in the
cconomy should be left to the forces of the free market or to the regulation
of the State. Difference in opinions on how the economic system should be
organized emerges as the most profound source of difterentiation among
CCONOMIsts.

Appendix A

Criteria employed to select the bibliograpby from which Causes and Policy pro-
posals have been identified

The bibliography contains contributions {papers, books, working papers
in institutional collections) published in the last 20 years (i.e. starting from
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1988). We did not discriminate nor for the language used nor for the nation-
ality of the author(s), -

For the bibliographic search of papers, books and working papers the
foliowing sources were used: ECONLIT, JSTOR, ELSEVIER, BLACKWELL,
IDEAS, SSRN, ESSPER (LIUC). For the Web search, the following search
engines were used: GOOGLE and GOOGLE SCHOLAR.

In both cases we considered all the contributions {(jtems) resulding from
the selection of the following keywords (keywords were searched bt:)th n
[ralian and English):

- economia italiana (Iralian economy)

— decline italiane (Italian decline/slowdown)

- declino economico italiano {Iralian economic decline/slowdown)

— anomalia italiana (Iralian anomaly)

~ specializzazione internazionale [talia (international specialization Italy)

— anomalia specializzazione [talia (anomaly specialization lraly)

— dinamica produttivith Italia (dynamic productivity Iraly)

— rallentamento produttivita ltalia {slowdown productivity raly)

= dinamica crescita Italia (growth dynamics Iraly) ’

- rallentamento crescita ltalia {(growth slowdown Italy)

- questione dimensionale fralia (dimensional issuc Ttaly)

— politica sviluppo Iralia (growth policy Iraly)
pelitica economica Iralia (economic policy Traly)
politica industriale ltalia (industrial policy Italy)

For cach author included in the bibliography, and for all the authors
cited in the reference list of any of the contributions in the bibliography, we
considered the whole scientific production of the fast 20 years. '?hc ol;jec—
tive was to check for the presence of other contributions analyzing the per-
formance of the Italian economy or the Tralian economic slowdo;n which
could have been not included in the main search. }

Appendix B

[he questionnaire can be downloaded from rthe web page hitp://sites.
google.com/site/micdimaio/surveyofitalianeconomists.

Cluster Analysis of the Causes

| In th%s scg.uon we show the dendrogram resulting from the use of an ag-
¥ Sratirre " " - H : .
glomerative hierarchical clustering procedure with the «completes linkage
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method®. The dendrogram, presented in Figure 2, visualizes the five differ-
ent groups of Causes identified by the cluster analysis.

From top to bottom of the dendrogram, CLUSTERI is comprised by
four Causes: the BCE monetary policy, the economic policy choices of the
European Commission, together with the negative cffects (reduced pro-
ductivity) of the labor market reform, and the wage compression effects
of the «Policy of Fconomic Agreement» (Politica della Concertazione
Economica)*. The Propositions that define the cluster receive an average
mean response score of g = 2.1, quite below the neutral mark of 2.5, and
an average consensus index of 1.8 which does indicate a limited consen-
sus. CLUSTER? is composed of six Causes: the adoption of the Euro; the
increase in the number of immigrants; the low flexibility of the labor market,
in terms of downward wage rigidity and firing costs; the dumping strategy
of foreign competitors; the increase in commodity prices, including energy;
and the international political instability. The common element of all the
causes included in CLUSTER2 is that of having been often indicated by
the media as a responsible of the difficulties of the Italian economy. It is
a mix of structural and sheort run causes, and all but one concern inter-
national events impacting the domestic economy, suggesting the idea that
external factors should be blamed for the actual situation. It is the cluster
that receives the lowest approval, with an average mean response score of
# =194 and an average consensus index of 0.62. All the Causes included
in the cluster ranl at the bottom level of Table 1, and the large majority of
Iralian economists agree on stating that these cannot be numbered among
the main causes of the poor economic performance of the lialian economy
and that they represent political scapegoats in government propaganda.
CLUSTER3? is the most numerous cluster; it groups haif of the possible

3 Given a set of N items o be clustered a N x N distance {or similarity) matrix has 1o be
compured. To do this, the basic process of hierarchical clustering starts by assigning cach item
to a cluster. Then the closest (most similar) pair of clusters is merged into a single cluster.
In the next step, distances {similaritics) between the new cluster and each of the old clustess
are compured. This procedure is repeated until all liems are clustered into a single cluser of
size N. In complete-linkage clustering, the distance between one cluster and another cluster
is equal to the greatest distance from any member of one cluster to any member of the other
cluster. This kind of hicrarchical clustering is called agglomerative because it merges clusters
iteratively.

# The «Concertaziones is a wage setiing model characterized by the co-decision and co-
operative agreement on salary rates between Trade Unions. employers’ representaiive and the
Governmment, with the aim of jointly establishing the future level of wages and employment
{Caroleo and Mazzota 1999). Started in 1992, «Concertaziones shaped the July Agreement
of 1993 and the «National Labor Agreements (Accordo per il Lavoro) signed in Seprember
1996.
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Causes included in the questionnaire. Each one marks a relatively high
mean score, with the average g being around 3. All Causes in the cluster
receive a high consensus, with an average index of 0.63. This cluster can be
fairly said to be the portrayal of the conventional wisdom on the causes of
the weaknesses of the Italian economy. CLUSTER4 is made of four Causes:
the guality of immaterial infrastructure and the low level of competition and
the existence of entry barriers, the difficulties of credit market access associ-
ated (o the small firms’ size and the policies adopted to reduce public debt. It
is a very mixed cluster. The first two Causes received a very high u score:
3.73 and 3.39, while the other two Causes scored 2.68 and 2.46, respec-
tively, somehow about the neutral mark. The guality of immaterial infra-
structure shows a very low relative entropy (0.43), and the highest consen-
sus among the forty causes examined, whereas the inefficiency associated o
the low level of competition obtains a quite high g2 = 3.39, and a good con-
sensus, but a very high entropy index (0.70) showing a remarkable level of
dispersion in the economists’ opinions. The characteristics of the other two
Causes are very different. Both are low ranked by Italian economists and
the relative entropy score is high, showing again the absence of a uniform
judgment by the respondents. In addition, in the case of policies adopted to
reduce public debt, the proposition receives a large amount of missing an-
swers, and the consensus index is almost one standard deviation, o, below
the mean. In the case of the difficulties of credit market access assoctated to
the small firms’ size, Facts are less pronounced but point in the same direc-
tion. Thus similarity between these two Causes and the previous two is not
in positive terms but in negative ones: individuals that partially or strongly
agreed with the two latter Causes, at least partially disagreed with the for-
mer ones. Finally, CLUSTERS includes all the labor market issues plus the
effect of the Italian public debt. All Causes receive a # score above the
neutral mark but below 3, and a consensus a little below average. Each
economist is allocated to the CLUSTER more similar to her own opinion.
This classification is used in the regression presented in section 5.2.

Appendix B (continue)
Additional Policy proposals
Table 10 enumerates the additional Policy proposals expressed by the re-

spondents. Each economist interviewed was allowed to add three personal
Pelicy proposals at most.
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Tan, 10, Addinona! Policy proposals

Policy proposal

number of proponents

reform the education and University system
favoring meritacracy

enforcing rules of law

reduce the cost of the political sysiem

enlarge the Welfare State

support the demoygraphic growth

impreve the quality of the political system

supporT sart-up/young entrepreneurship

provide incentives to increase human capital investments
implement selective industrial policies

reform the legal system

reduce inequality

increase firm-University cooperation

reduce the taxation level

sepport tourism and environment

reduce labor union power in the public sector
incentives for increasing firms’ human capital demand
increase mvestment in the Mezzoggiorno

improve {privaze) finms governance

improve policy coordination at the European level
monitor and reduce the cost of administative decentralization
introdnce fiscal federatism

increase public spending

sustain domestic demand

reduce public spending {government expenditure}
reform the pension system

increase the fight sgainst tax evasion

BCLE implementing an expansive monetary policy
adopt support policies for SME

privatize warer supply

increase imnmgration

reduce immigration

casc firms credit access

improve rransparency o credit and capital markets
provide fiscal incentives for firms in depressed areas
case firing

intensify ecoromic relations with LDCs countries
reduce trade protection

12
10

N
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Note: Number of respondents that have added {ac feast) one proposal: 66.
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Appendix B (continue)

Comparison between our sample and the MIUR population by gender, region
of work and academic position

The result of the x*-test on gender indicates that, at the 99% confidence
level, the. proportions berween males and females in the survey sample was
equal to the proportion in the MIUR population, with a z-value of 0.828. As
far as academic position, the proportion of Assistant and Full Professors in
the sample was not equal to the one of the population, respectively with a
z-value of 6.38 and 5.25. The regional distribution of academics is not equal
to the one of the population in only four cases our of nineteen. These are:
Marche (z-value of 2.24), Piemonte (z-value of 1.69, for the one tail test),
Puglia (z-value of 1.67, for the one rail test), and Sicilia (z-value of 2.06).
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Fici. 4. REGION OF WORK - Comparison between owr sample and the MIUR populazton. fralian re-
glons are twenty: Piemonte, Valle d'Aosta, Liguria, Lombardiy, Treatine Alto Adige, Vencto, Friu-
I Venezia Giulia, Emilia Ronsagna, Toscana, Umbiiz, Lazio, Marche, Abruzze, Molise, Campanta,
Pughia, Basilicara, Calabria, Sardegna, Sicilia. There is po dara associated o Basilicata,

A
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Fii. 5. ACADEMIC POSITION - Comparison between gur sample and the MIUR population.
Note: In laly, academic positions are: Assistant Professor (in Iralian, Ricercarore), Associate Profes-
sor (Professore Associato), and Full Professor. Full Professor includes Professore Straordinario (indicared

with an asterisk in Figure 3) and Professore Ordinarie, where the latter zie the professoes with a tenuve
pusition since at least three vears.
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Abstract: This paper is about cconomists and their opiniens on economic policies. Using a repre-
sentative sample of ltalian cconomists as & case study, we show that disagreement is large on both the
causes of the ceonomic difficulties in Traly and the economic policies to be implemented for a TECOVETY.
Searching for the sources of this disagrecrent, we regress individual opinions concerning economic Policy
proposals on a large ser of covarfates: (1) the respondent’s socio-demographic chavacteristics; (2) her level
of expertise and research interest in the Iralian cconomy; (37 her judgment on which are the causes of the
cconcinic difficalties of Iraly; (4) the research ficld and school of thought of the vespondent; and (5) her
political opiniens. pro-market orientation and degree of optimism. While the first two groups of covari-
ates are not systematically correlated with individual opinions on cconomic Policy proposals, the last three
ate indeed. In particular, the political view, the degree of pro-market orientation and the level of aptinusm
are all relevant in explaining differences in cconemists’ opinions on ecavomic Poliey proposals character-
tred by low consensus among cconomists. On the contrary, for Policy proposals showing high consensus,
the political view and the degree of oprimism loose significance and the ultdmaie variable associated to the
disagreement among economists is their level of pro-market orientation. The different opinion on which
mechanism (Marker vs Stare} should organize the economic system turns out to be the most profound
source of differentiation ameng economises.

Keywords: Ttalian economists, Ialian cconomy, cconomic decline, consensus analysis, survey analysis.
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