Do Voters Really Care Who Gets What?: Economic Gro wth,
Economic Distribution, and Presiden tial Popularit y

This researt o®ersa newtheoretical perspective on economicvoting. There is alongstanding
debate on whether voters are: “sciotropic' voters , i.e., basing their vote on the state of the
national econony; or “pocketbook’ voters, i.e., basing their vote on the state of their own nances
(Kiewiet 1983, Kinder & Kiewiet 1979). We believe that this debate can be reducedto asking
what information voters useto form expectations about their own pocketbooks in the future. We
argue that self-interested and rational voters should not look to a crude measureof the national
econony as the best information of future economicbenet to expect from the incumbent. In
essencegrowth is not enoughinformation for any given voter's economicfuture. Instead, we argue
that voters should look for economicindicators that provide them with information about growth
and about how growth will be distributed. However, we demonstrate that voters fail to do this in
evaluating presidertial performance. We examine presidertial approval over time acrossdi®eren
demographicgroups of voters, and over di®eren measuresof economicperformanceusing a novel
measureof economicperformance: the averagewage of di®erert socioeconomicgroups.
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1 Intro duction

That the state of the econony hasan impact on elections, both congressionaland presidertial, has
been acceptedfolk-wisdom for sometime (Kramer 1971, Tufte 1978). However, the debate over
the medanism by which this happens has not beensettled. There is a large literature that has
followed on the work of Kiewiet (1983) and Kinder and Kiewiet (1979) which examineswhether
votersreact to the state of the national econony or to the state of their own pocketbook. That work
has more or lessreached a consensusconsistert with Kiewiet's nding that voters pay attention
to the national econony rather than their own pocketbook. There is also a large literature that
examineswhether voters are prospective or retrospective, with MacKuen, et-al (1992) providing

evidencefor a prospective point of view.

A much smaller literature exists that posits that voters view the econony through a group
perspective (Kinder, Adams & Gronke 1989, Kinder, Rosenstone& Hansen1983,Mutz & Mondak
1997). Rather than examining the state of their own pocketbook or the state of the national
econony, these authors posit that voters evaluate the economicperformance of di®erent groups {

blacks, women, union-members, etc { in making their political judgemerts.

In this paper we o®eran explicit theory of why voters would look at the econony to form
political judgemerts, and a theory about what aspects of the econony voters would look at. As
a prescription, or strategy, for voters, we think our theory is an advance. As a description of
voter behavior, we show that voters show suprisingly little interest in the distribution of economic
gains. The theory we proposehastestable empirical implications. The simplest theory of economic
voting was stated by Key (1966) who argued that rational voters would punish incumbents for
poor economic performance. The theory has ewlved in di®erert directions since then. There
is the aforemenioned sociotropic versus pocketbook debate. And there is the rational partisan
versusopportunistic voter strain (Alesina, Roubini & Cohen1997). But the coreissueof what the
objective function of the voter is has not been addressedvery clearly. While somehave tried to
arguethat the sociotropic versuspocketbook debate is about what or whom voters care about (self
or others), other scholars have interpreted it asa debateabout what information votersuse. A voter

could rationally care about his own pocketbook, but think that the state of the national econony
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is a better indicator of the incumbent's competence;and hencelook to the national econony rather
than his pocketbook when voting since the national econony will best reveal whether or not the

incumbent can provide future growth for the voter's pocketbook.

We start with the assumptionthat a voter is interestedin maximizing his or her own economic
well-being. We do not regard this as a corntroversial assumption. We believe voters will have other
interests. And those other interests could include an altruistic desirefor others to be well o®,or a
concernfor fairness! However, as a basic assumption, we think we are on solid ground believing
that people prefer an incumbent who increasestheir income or wealth over one who does not,
ceteris paribus. Given this assumption, all questions about what aspect of the econony voters
look at in making their political evaluations reduceto askingwhat economicmeasuresare the best
predictors of the voter's future income. We argue below that the best available measuresof this
will be measuresof how the econony performs for personsin economiccircumstancessimilar to the
voter's. Before proceedingto this discussion,we brie°y considerpast researt on economicvoting

that has consideredthe role of groups.

2 Previous Literature Considering Groups

It is of coursenot new to think about the role of groups in voting or in politics. Early work on
voting in fact consideredgroups to be of paramount importance. The information an individual
received was expected to be Ttered through groups;and the individual was expectedto interpret
the information from the perspective of the group (Campbell et al. 1960). Groups for the voter
in our view, as we will describe below, are merely a measuremen device, not a Tter. They allow
the voter to obsene a relevant measureof how the econony is performing. And, they allow the

researter to measurehow the econony is performing in a way that is relevant to the voter.

Two articles by Kinder and various co-authorswerethe rst piecesto explicitly try to incor-
porate the economicperformance of groupsinto a model of economicvoting (Kinder, Rosenstone
& Hansen1983,Kinder, Adams & Gronke 1989). They posit that voters may basetheir likelihood
of voting for the incumbent on how well di®erent groupsin the econony have done, and they test

the hypothesisthat a voter votes basedon how well groupsthat he or sheidenti es with or belongs
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to have done economically Utilizing data from the 1984 ANES and the preeceedingpilot study,
they are unable to nd that the economicstate of groups matter. Howewer, they have no actual
measureof the economicperformanceof any group. They rely on the respondent's perception of

how ead group has performed economically

Diana Mutz and Je®reyMondak (1997) utilize the 1984 South Bend survey to seeif voters
consider economicperceptions of their own group or other groups. While more explicitly looking
for e®ectsof group economicperformance,they essetially replicate the results of Kinder and his
colleagues.They do not nd that voters weight their perception of group economicperformancein
their vote-choice. But again, it is perception of group economicperformancethey are measuring.

They do not actually measureeconomicperformance.

3 A Theory of Economic Voting

We have a theory about why people are economicvoters. They believe that they are choosing
among presiderts with di®erert economicpolicies. The economically basedreasonto prefer one
presidertial candidate over another is to believe that one candidate will produce di®eren economic
outcomesthan another candidate. Each candidate is presumedto have somelevel of competence
that will producea di®erert level of economicgrowth. However, aspolitics is about "who getswhat',
ead candidate is also presumedto be likely to distribute growth di®ererily. So a voter believes
that a presidert producesa level of growth, and a distribution of that growth among personsin the
econony. Growth can be distributed di®ererlly among personsbasedon their placein the income
distribution, their skill level, their region, their industry, or other factors. A combination of growth
and distribution determinesthe economicfuture of any individual. The voter infers the incumbert
presidert's type (i.e, the presidert's combination of competence and distributional impact) by
observing: a) the overall growth rate of the econony (the net changein total production); and b)
the changein income of personssharing the voter's relevant economiccharacteristics. Thus whereas
in the Kinder-etal and Mutz-Mondak formulation voters looked at groups out of a senseof sccial
justice or altruism, in our theory voters look at the economicperformance of di®ereri groups not

out of a senseof sccial justice or altruism { but out of self-interest. The voter assumesghe presidert
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will behave the sameway if electedfor another term. The voter's likelihood of approving of the
presidert increasesif the voter believesthat the presidert is likely to increasethe voter's income

in the next period.

Thusour votersarein somesensemore sophisticatedthan previously posited economicvoters:
our economicvoters are not naive enoughto believe that aggregateeconomicgrowth necessarily
implies that they themseleswill benet. And, they are sophisticated enoughto know that under
di®erert presiderts the pattern of distribution of economicgrowth may di®erin predictable ways.

We of courseneedto explain how they would make sudch predictions.

So while the group-perspective in the voting literature was replacedby a model of an indi-
vidualistic cost-benet calculator by Fiorina (1981) in Retrospective Voting in American National
Elections, the calculator has generally been assumedto follow a rather naive algorithim. To be
blunt, we argue that the calculator has beenassumedto calculate the wrong quantity. We think
that rational, utilit y maximizing voters could not be soignorant asto look at only a single measure
of economicgrowth and assumethat this is the best available indicator of how well the incumbert
is managing the econony in their interest. As we demonstrate below in the paper with a seriesof
simple graphs, the voter does not needa complex model of the United States macro-econony to
know that economicgrowth (the increasein the production of goods and services)could be quite
robust, but that the wagesof workers could be quite °at. And if all of one'sincome comesfrom
wages,then productivit y increasesand rising grossdomestic product are worthless if they are not

re°ected in those wages.

The above distinguishes us from other theories of economicvoting becausewe do not think
that voters simply prefer economicgrowth. And for the samereasonit distinguishesus from almost
all other past empirical work.2 Our researt is di®erert from previous work incorporating groups
becauseno previous work attempted to measurethe economic performance of di®eren groups,
rather they all relied on the voter's perception. More important is our interpretation of groups as
instruments for the voter to measurethe e®ectof economicperformanceon the voter. Wereit not
for the assortedidiosyncratic factors assaiated with a voter's personalchangein economicfortune,

there would be no reasonaccordingto our theory for the voter to look at the economicperformance
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of any group.

So we can summarize the ground we have covered thus far as follows. One, we think that
voters useinformation about the economicperformanceof groupsto identify the type of incumbent
in oxce and thus predict the impact of that incumbent on the voter's own economicfuture. Two,
we measuregroup economicperformance(using wagesof di®erer groups,income-shareof di®erert
groups, and meanincome of di®erert groups) and assumethat the voters are informed in someway
about group economicperformance. Three, we o®ertestable implications of the theory that voters
are not looking at the ertire econony, but rather the portion of the econony that best measures
how the econony is performing relative to their own interest and thus givesthem the best predictor

of the incumbent's type and whether or not they wish to choosea di®erert incumbert.

4 Notation and Measuremen t

In the usual model of economicvoting, the voters obsenesnational economicoutput in the current
and previous periods (Y; and Y;; 1). The voter usesthese 2 obsenations to infer, or update, the
competenceof the party in power, call it party 1 (cl): the growth rate they can deliver. Basedon
previous obsenations, the voter has a belief about the competenceof party 2 (¢?). If ¢t < ¢ then

the voter votes for party 2.

But if politics is about who gets what, then this is a view of a very non-political voter. The
distribution of Y; should comeinto play in the voting choice. Assumethat we have two groups of
“xed sizein society, the poor and the rich. The income of the j ™ group, in this casethe poor,
would be givenby Y; £ s, wheres; is the proportion of income going to the j t group. A Rawlsian
voter would be trying to maximize this product (Rawls 1971). And a poor voter trying to maximize

their own income would also be trying to maximize this product.®

Now assumeelectoral competition by two parties, one of the left (L) and one of the right
(R). Then ead party hasa level of competence: c- and cR, respectively. But ead party alsohasa
preferedvalue of s;: sj'- and sz. We treat s; asexogenous.Ilt may comefrom a party's somewhat

sticky reputation, or from the party's economicbaseof support. Economicvotersin groupj would
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vote basedon the valuesof c-, st, cR, and sz. By observingconsecutiwe valuesof Y, and observing

the products Y; £ s, the voter can infer all of thesevalues.

To repeat, we argue that self-interested and rational voters do not look to the national
econony asthe bestindicator of future economicbene't to expect from the incumbert. In essence,
growth is not enoughinformation for any given voter's economicfuture. Instead, we argue that
voters will look for economicindicators that provide them with information about growth and
about how growth will be distributed, about s;. Peoplecare not just about how big the economic
pieis (Y), but asin all politics, they care about what part of it they get (Y @s;j). And this should

a®ectvote choice and, more generally, evaluations of the incumbert.

Then how should the econony predict voters' vote-choices? And, in the absenceof observing
vote-choices (which are rare events), how should the econony predict voters' assessmeis of the
performance of the president? To answer this question, we considerwhether and how individuals
that are situated at di®erert placesin the econony respond to di®erert aspects of the econony.
If voters care about the distribution of economic gains (losses), then di®ereri groups of voters
should respond di®ererily, and respond to di®erert aspects of the econony as indicators of how

the presidert is handling the econony in the voter's interest.

There are many ways for individuals to seethemselessituated in the national econony or
equivalerntly, many ways to de ne the setthat j is indexing. Voters might perceiwe their selfinterest
by looking at the condition of citizens at similar placesin the incomedistribution (poor versusrich),
with similar skills (eligible for similar kinds of and similar paying jobs), in similar occupations or
industries, or in the same state or region. We assumethat voters assesgheir economic future
by looking at how others in these groups are doing. If they are doing well, then the voter's best
information is that the presidert is managingthe econony to distribute growth to the voter's group
and ultimately to bene t the voter; Y as; for the incumbert presidert is larger than the anticipated
Y as; of the opposition party candidate. Voters may perceivethat indicators of their selfinterest lie
in the economicwell being of any or somecombination of thesegroups. In this paper, we consider

income distribution and skill and education levels.
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5 Empirical Implications

Voters looking for information about how the presiden is managing the econony in their self
interest need economicinformation. And if voters assesgsheir economicself interest by looking at
the conditions of peoplein their income bracket, the most obvious way to assessour theory is by
looking at the e®ectsof increasedafter-tax income and wealth going to a citizen's income group.
We argue that poor people measuretheir economicperformancebasedmore on income than rich
peopledo: rich peoplemeasuretheir economicperformancebasednot only on income, but alsoon
the accunulation of wealth. In accourting terms, these can be di®erern. If the value of a stock
appreciates, there may be no increasein income - but the amount of one's wealth has increased.
Since poor personsin the United States have almost no wealth, we expect them to be much less
sensitive to aggregate economic measureswhich include wealth than are rich people. Similarly,
sincerich peopleview incomeasonly part of their economichealth, they should be lesssensitive to
measuresof income than they are to measuresof wealth, or at least lesssensitive relative to poor

people.

If the relevant economicinformation is the performanceof others with similar skills, or work-
ing in similar occupationsor the sameindustry, or who livein the samestate or region, then changes
in their group's income or unemployment level may bestindicate the presidert's distributional type
and predict a self-interestedvote. Citizens in jobs experiencingincreasesn wagesare likely to infer
that the presidert managesthe econony in their selfinterest, for example. The job may be assai-
ated with skills (which allow individuals to move acrossoccupationsand industries), with a speci ¢
occupation (which may exist in multiple industries), or with an industry. In ead case, group
wagescompared to aggregateeconomicindicators such as gross domestic product provide them
with information on the share of the economicspoils directed to them. Similarly, unemploymert
rates by industry or region may be relevant for assessinghe presidert's distributional type. When
a state experienceslow levels of unemployment, for example, voters may infer that the presidert
is managing the econony in their interest, i.e., that their future prospects for gainful employment

are very rosy.

Whatever the group, however individuals are situated in the econony, economicindicators
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that provide information to voters about a presidert's distributional typewill either a®ectmenmbers
of di®erent groupsin di®eren ways, asin the rst caseabove, or they will be group speci ¢, asin
the secondcase. This meansthat models of electionsand of aggregateapproval, which necessarily
limit e®ectgo the national econony, cantell only part of the story. Further, they o®erno evidence
for or against our hypotheses.In essencethe heterogeneiy of the e®ectsof the econony on voters
preferenceds assumedaway (or at leastignored) in models of aggregatepresidertial approval. This
is not a problem if we are interestedin estimating averagee®ectsf the econony on approval, but if
we are interested, aswe are, in understanding the mecdanism relating the econony to voter choices,

it provides an incomplete and misleading picture.

5.1 Design

If aggregateanalysesprovide no information about the proportion of economic successgoing to
a group what can we do? We o®erthree ways that we might test the hypothesis that citizens
base their evaluation of the presidert on the distribution of economicspoils and their resulting
inferenceasto the distributional type of the incumbent presidert. First, at the aggregatelevel, we
can sefarately model the presidertial vote shareor approval ratings of each group as a function of
national economicindicators, including measuresof income and wealth.* These models look like
typical models of aggregatevotes or approval, but by separately estimating them on j subgroups
of the electorate, we allow for the self-interested heterogeneiy in responsivenessto the econony

that our theory predicts. The form of the approval model is given by:

Ajt= ot 1At 2 Xet 2y
where:

2 Aj. is the approval rating of the j th group at time t.

2 Xy is a setof national economicmeasuresvhosee®ectanay be measuredin changesor levels.

This design allows us to assessheterogeneiy and self-interest by comparing the e®ectsof

the sameeconomicindicators acrossdi®ereri groups and by comparing the overall 't of the model
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acrossgroups. If the 't is better in somegroups, or if the e®ectof X is di®erent acrossthe |
subgroups,there is support for the hypothesisthat di®eren voters look at di®erern aspects of the
econony. For instance, if poor voters have strong political reactions to changesin wages,while
rich voters have strong reactionsto changesin the stock market, then we will know that voters are
capable of being more sophisticated than to simply look at an arbitrary scalar measureof macro
economicperformanceindependert of their own economiccircumstances. The data requiremerts
for this designare the least burdensomeof the three approadeswe consider. In particular, while
survey marginals of approval or vote choice by group are required, only widely available macro

economicmeasuresare needed.

The seconddesign strategy is a pooled time seriescross sectional design, where the cross
section is the group and group speci ¢ economic measures,here group wages, are added to the

model above.
Ajt = ot 1 Aji1t 2 Xit+ 3 VAP ES 2j;t

where:

2 Aj. is the approval rating of the j th group at time t.
2 Xy is a setof national economicmeasuresvhosee®ectanay be measuredin changesor levels.

2 Zj. is a set of group speci ¢ measuresof the econony, sudh as group wages, whose e®ects

may be measuredin changesor levels.

Note that in cortrast to the rst researt strategy, the s are not subscripted by group.
Howevwer, other than the desirefor somelevel of parsimony, » in the model above, the coexcient
of national economicmeasures,could be allowed to vary acrossgroups and as we described above,

we have theoretical reasonsto think it would.

Here the theoretical linkage betweenthe group's share of the economicpie and our measure
of the group's distributional spoils is more direct. In the rst strategy, we assumethe national

measuresprovide di®erert information to di®erert voters about their group's shareof the economic
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pie, and test whether the relevanceof national measuresvariesby group in predictable ways. In this
design, the measuremen is exactly the distributional spoils (Zj;1). Each group's approval ratings
(or vote shares)are a function of economicindicators that vary by group and over time. We can
thus assesghe self interest hypothesis by noting the e®ectof these group speci ¢ measures. The
data requiremerts to estimate this model are much harder to satisfy than for the rst speci cation.
Here we needto nd economicmeasuresspeci ¢ to identi able groups. This restricts our ability

to estimate this model to a shorter time period than the rst model.

The nal designstrategy is to model individual approval as a function of either: a) group
speci ¢ economicindicators or; b) interactions involving group identi ers and national economic
conditions. Thus the economicmeasureswhosee®ectswe expect to vary acrossgroups, enter the
individual level model in much the sameway asin the aggregatelevel models. We include mea-
suresof the national econony interacted with the group-speci ¢ characteristics of ead individual
respondert. For instance, we can allow the e®ectof real disposableincometo be unique for individ-
uals who are wealthy (in a particular group j) by including an interaction term for real disposable
income with wealth.®> And we include the appropriate group-level economicmeasureson the right
hand side for ead respondert. For example, we include the mean changesin wagesof personsin

the respondert's cohort and education level.

Aiji= o+ Wix + o Xe8ljx +  3Zj + 2y
where:

2 Aj; + is the approval of the i respondert at time t, who is a member of group j .

2 W, is a set of variables measuringpolitically relevant characteristics of the i individual.

2 Xy is a setof national economicmeasuresvhosee®ectanay be measuredin changesor levels.
2 1j+ is anindicator of an individual's group, j .

2 Zj. is a set of group speci ¢ measuresof the econony whose e®ectsmay be measuredin

changesor levels and is matched to ead individual i accordingto his or her group, j .
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Becausewagesand other group speci ¢ economicmeasuresvary both over time and by group,
we can assessself interest and heterogeneiy by assessinghe signi cance of 3, the coe+cient of
the group-speci ¢ economicmeasures.In addition, the inclusion of interaction e®ectsbetweenag-
gregateeconomicmeasuresand the respondert's group membership allows us to test for di®ereriial

responsesto the samemeasuresand thus also provides information on the validity of our theory.

This strategy requirespooling individual survey data over time, to ensurevariation in national
economicindicators. This limits the analysesto groups and economicindicators easily identi ed
in individual level survey data. But it o®ersthree advantagesover the macro level strategy. First,
it allows us to take advantage of the wealth of information available and relevant to individual
political evaluations. Second,it allows us to directly model vote choice, even with survey data on

few presidertial elections. Third, it allows us to directly assessndividual level behavior.

In the analysesbelow, we follow the aggregatelevel strategies and model approval. We

describe the data in the next section, then presert our ndings.

6 The Data

6.1 Presiden tial appro val data.

Presidertial approval data come from two sourcesand are used in three ways. First, we use
published Gallup survey marginals of presidertial approval broken down by income. Published
survey marginals provide approval data for 3 income groups { low, middle, and high { from the
“rst quarter of 1965through the fourth quarter of 1996 (Ragsdale1998). The low income category
designatesresponderts whoseincome fell at or below the poverty line; medium income category
responderts gave incomesaround the national mean income; the high income category includes
responderts giving the highest income brackets given by Gallup. These approval time seriesare
usedto test our theory using the rst modeling strategy { using aggregatelevel time seriesanalysis

and national economicmeasures.

Second,we construct education subgrouptime seriesby aggregatingCBS/NYT and (a subset

of) Gallup survey data. Education serwesthe dual function of approximating income groups and
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also represetting skill level.® These approval time seriesare paired with group wagesand usedto

test our theory using the secondmodeling strategy.

6.2 National Economic Measures: The X;

We look at changesin income and wealth separatelyto seeif di®eren typesof voters will respond to
ead di®erertly. Peoplelower in the incomedistribution will be more dependert on income, people
higher in the income distribution are those more likely to have wealth and thus be a®ectedmore
by changesin aggregatewealth. Aggregate measuresof these two variables are readily available.
Increasesin real disposable income are just that: only measuresof income (Hibbs 1987). But
changesin grossdomestic product (GDP, per capita) are more likely to pick up changesin wealth.
We presert real disposableincome and real GDP per capita in Figures 1 and 2.” The two measures
are strongly correlated in levels, but only weakly correlated in changes(they enter our modelsin

changes),for changesy2= :511from 1965through 1996.

[Figures 1 and 2]

So, if we model the approval ratings of poor peopleas a function of changesin GDP we do
not expect asgood a t as when we model the approval ratings of poor people as a function of
changesin real disposable per capita income. Howewver, when we do the samefor rich people we
expect to get the better t when modeling their approval ratings as a function of changein GDP

than asa function of changein disposableincome.

In addition to these measuresof national economic performance, the e®ectsof in°ation
and unemployment appear to be robust predictors of the standing of the presidert in the public
arena: increasesin in°ation and in unemployment drive down approval ratings, while decreases
similarly boost a presidert's popularity (MacKuen, Erikson & Stimson 1989, MacKuen, Erikson
& Stimson 1992, Beck 1991)8 We include these aggregate measuresof economic performance?
Speci cally, we include the current rate of in°ation and current changein the unemployment rate.
This treatment is fairly standard, although someanalysts have looked alternativ ely at changesin

in°ation and levels of unemployment or deviations from expected in°ation or the natural rate of



De Boef and Nagler; Midwest 2005 13

unemploymernt.

6.3 Group Specic Economic Measures: The Z;;

In this analysiswe consideronly onedirect measureof distributional e®ects:group wages(Z; in the
model speci cation). Wagesare a basicindicator of economicperformance. And wagesvary across
groups of voters, and at the individual level wagesare the most readily available pieceof economic
information at voters' disposal. We also know that wagesof workersin the samelevel of education
move together.1® Further, there is a consensusghat the return to education has increasedin the
econony; (or, that the wagesof the poorly educatedhave fallen relative to the wagesof the more
highly educated (Mishel, Bernstein & Sdmitt 1999)). This suggeststhe importance of education

as a measureof human capital.

Using the Current Population Survey's Outgoing Rotation Groups, we construct a mean-
wage-path for ead of our 4 education groups over time. The CPS is a monthly survey of approx-
imately 50,000householdsead month. Each householdis surveyed for four consecutive months,
then dropped from the survey for eight months, then resurveyed for four consecutive months. In
the outgoing rotation month for eah household, the respondert is asked a battery of questions
about wages,hours-worked, and earnings. Thus eady month approximately 50,000/4 responderts
are asked about wages. Using the Outgoing Rotation Tes, we compute the mean of wagesfor
ead group for ead quarter from 1979thru 200011 For instance, we look at the mean wagesin
ead quarter of responderts with a high-school level of education.*? 13 We are looking at wagesof

individuals to form the averagewage of the education group, not of households.

Figure 3 shows the performance of wagesover the time period we are studying. While real
wageswere almost °at over the ertire period, the disparity in wagesbetweendi®erernt groupsshowns
signi cant variation. The real wagesof people without a college degreeactually fell during this
time period. Even workers with high school degreessaw their wagesdrop by approximately 12%
in this period.

[Figure 3 Here]

We usethe wage paths as direct measuresof the realized economicgains of responderts in
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ead group, sofor the j group, wagesrepresen Y asj. They provide the amount of wages{ the
economicspoils { groupsof citizens receive under a particular administration. In turn, they provide
information about the presidert's distributional typeand allow usto test our hypotheses.The group
wagesener the aggregatemodelsastime seriesthat are matched with the approval ratings of ead
education group. They also enter the individual level model. The wage value assaiated with an
individual is determined by the respondert's group membership. In both casesthe signi cance of
group wagesprovides a direct test of our hypothesisthat voters assesghe presidert's managemen

of the econony in terms of their selfinterest.

6.4 Events, Administrations, and Technical Issues

To accourt for other variation in approval we add an everts seriesto the aggregatemodel.'* In
addition, we allow for mean levels of approval to di®erby administration and include \honeymoon"

cortrols for the rst quarter of eadh administration.

Anytime approval is modeled, the analyst must consider how to contend with changesin
administrations. We needto avoid the problem that economicconditions during oneadministration
\leaking" into approval of the subsequeh administration. We would not want a new presidert to
be blamed for economicevents of the last quarters of the previous administration. There are two
potential ways to deal with this problem. First, we could simply omit quarters in which righthand

side variables are laggedto previous administrations.

An alternativ e to dropping the rst four quarters is available. We could re-specify the model
such that approval starts with someinitial condition in the rst quarter of ead administration,
and then responderts update basedon the economicperformance of relevant economicquarters.

Sudh a model would have the following generalform:
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Aix = ® + oAp;1
+ 11(9==1)
+ 21 (¢ Xiyt; 1)(@== 2)
+ 31 (¢ Xig; 1)(9== 3) + “32 (¢ Xiy; 2)(q== 3)
+ a1 (¢ Xig; 1)(9== 4) + a2 (¢ Xig; 2)(q== 4) + 43 (¢ Xiy; 3)(q== 4)
+ 751 (¢ Xig; 1)(9== 5) + 52 (¢ Xix; 2)(q== 5) + 53 (¢ Xiy; 3)(q== 5)

+ 54 (¢ Xiy; 4)(q== 5)

+ 2y

Becauseour economicmeasuresvary over the groups, this model would be identi ed. However, we

proceedwith the simpler alternativ e of dropping the rst four quarters of eac administration. 1°

We present some descriptive data before proceeding. Tables 1 gives the mean quarterly
proportional change of ead of the aggregateeconomicindicators. Table 2 givesthe correlations
betweenead pair of the quarterly proportional change of the aggregateeconomicindicators. Ta-
ble 1 con rms the commonwisdom that wageswere virtually °at over this period: the mean of the
proportional quarterly changein aggregatewagesis .0016. In other words, on averageead quarter
wagesrose only 2/100 of 1%. Unemployment drops over this period: though obviously this is in
part becausethe initial time-period (1979:Q1)is during recession.And while wageswere virtually
°at, real GDP per capita and real disposableper capita income shaoved averagegains of almost 2%
ead over the period.

[Table 1 Here]

Table 2 shaws that wagesare obviously measuring something di®erert than our other eco-
nomic measures.Changesin aggregatewagesare fairly highly correlated with in°ation (Y= -.36);
but are not correlated at all with changesin unemployment, and even only weakly correlated with
changesin real disposableper capita income (¥2= .16).

[Table 2 Here]
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7 Findings

7.1 Aggregate Level Results

We begin presening our ndings with the aggregatelevel time seriesanalysis of presidertial ap-
proval, where the level of aggregationis over ead of the three income groups: low, middle, and
high. Table 4 reports results from models of presidertial approval estimated separately by income
group (coezxcient estimates for events, administration dummies, and honeymoon e®ectsare not
preseried in the table though they are included in the model). The estimates are quite similar
acrossthe three income groups. Lagged approval has the samee®ectin all three income groups,
suggestingthat the autoregressiw nature of approval is the samefor eat group. In°ation hasthe
predicted negative a®ectin ead income group. The magnitude of the e®ectis quite large, almost
double that reported by MacKuen, Erikson, and Stimson (1992) and is highest among the lowest
income responderts. Changesin unemployment also behave as predicted. Consistert with Hibbs
(1982), changesin unemployment matter most for low income responderts. For middle and high
income responderts, the magnitude of the coexcient drops.

[Tables 4 and 5 Here]

Of particular interest for assessingur theory are the estimates of e®ectsof real disposable
per capita income (RDIPC) and gross domestic product per capita (GDPPC) to the 't of the
model acrossthe three setsof results. Here the story is lesssatisfying. The model ts equally and
relatively poorly for all incomegroups. The R? and meansquarederror are unimpressive, but more
disturbing for our theory, or any theory of economicvoting, the e®ectsof real disposableincome
and grossdomestic product are not signi cant in any of these models. However, obviously with
four highly correlated measuresof the macro econony on the right-hand side of the model and only
108 obsenations the estimates are prone to be sensitive to choice of model speci cation. Table 5
shows that the estimatesof the e®ectsof changesin real disposableper capita income and changes

in GDP per capita changewhen unemployment and in°ation are not included in the model.

This nding is robust to changesin the lag speci cation of all of the economicmeasuresand

to changesin the measuresincluded in the model.
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But while we think di®erert aggregate measuresof the entire econony { Unemploymert,
In°ation, Disposableincome, and GDP { will have varying levels of importance to di®erert voters,
they are still measuresof the entire econony. A stronger test of the theory would be to have
measuresof the economicperformance of particular groups. That is available to us via quarterly
data on wages, aggregatedby education-cohort, from 1979to 1999. Thus next we consider the
pooled times seriesmodels of approval by education cohorts. Here we are able to actually directly
measureone aspect of the economicperformanceof a group of voters, and thus model the political
opinions of these voters as functions of the group's economicperformance{ rather than modeling
them asmeasuresof the overall macro-econony. Table 6 reports results. Here our focusis the e®ect
of group wagesand the interaction terms. The dependen variable hereis the aggregatepresidenial
approval level of personsin an education group. The four groups are stacked. Approval is modeled
as a function of: the changein the level of real wagesgoing to the group; changein aggregate
wages;changesin aggegate real disposableincome and real per-capita GDP; as well as in°ation
and changesin unemployment. Events, administration dummies, and honeymoon a®ectsare also
allowed for. We also allow the e®ectsof group wages,aggregatewages,real disposableper capita
income, and real GDP per capita to vary acrosseducation groups. None of the wagevariables are
signi cant in this speci cation. In fact, virtually none of the economicindicators are signi cant in
this speci cation.

[Table 6 Here]

7.2 Subjectiv e Evaluations of the Economy

While our focusin this paper has beenon presidertial approval, we o®era taste of how our theory
appliesto economicevaluations. Again we askwhat aspect of the econony is important for forming
evaluations, this time with respect to voters' views of current businessconditions and consumer
con dence. Sincesomuch of the literature shawing that the econony hasa large impact on elections
really showvsthat economicperceptionshave alargeimpact on elections, it is extremely important to
determine how peopleform their economicevaluations. We attempt to model economicevaluations
exactly as we model approval. If wagesact aswe expect on presidertial approval, the mecanism

could be by acting on responderts' perceptions of the econony. We have data from the \Surv ey
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of ConsumerAttitudes and Behavior" (Economic Behavior Project, Survey Researth Center) on a
quarterly basisfor January 1978through Decenber 199316 If voters basetheir opinion of current
businessconditions on sector-sgeci ¢ factors, rather than the national econony, this would further
suggestthat sector-sgeci ¢ conditions are used in determining their vote. Thus we attempt to
predict the consumer con dence level of di®erert groups of workers based on: 1) the national

econony, and 2) the economic-sectorrelevant to the workers.

If consumercon denceof the demographicgroup is predicted by Y ss; , the actual performance
of the economicreferencegroup, then we can infer at a minimum that the group members know
the performance of their economicreferencegroup. The methodology employed here is identical
to the methodology usedto estimate presidertial approval: we are simply substituting economic
perceptions for presidenial approval. However, there is now no reasonto worry about ‘leakage'

from one presidertial administration to the next.

We utilize two di®erert measuresof responderts' perceptions of the econony: both their
personal retrospective economic evaluations, and their national retrospective evaluations (their
evaluations of businessconditions). We seein Table 7 that while the measuresof the econony we
useto predict presidertial approval predict retrospective businessevaluations, they do not predict
personal evaluations.

[Table 7 Here]

8 Conclusion and Future Research

We have o®ereda newtheory of economicvoting that assumeghat votersbehavein a self-interested
manner, and allows them to combine an evaluation of the incumbents' competene in managingthe
econony with an evaluation of the incumbents' distributional tendencies. This o®ersan important
advanceover theorieswhich seekto treat voters asconcernedwith economicgrowth at the aggregate
level, yet indi®erert asto whom the growth bene ts. It istempting to treat voters asstockholdersin
economicmodels of voting. But stockholders have essetially homogeneougpreferences:maximize
the stock price. Among the set of voters there is wide variation in the distribution of economic

bene ts basedon any conceiwable macro-economicscenario. We should not expect a one-size- ts-all
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model of economicvoting to explain voter behavior.

Howewer, we have not found that voters behave according to the theory. Thus we are left
with the paradax that voters seemto put large weight on economic performance: though it is
neither clear that the incumbent desenescredit (nor blame) for aggregateeconomicperformance,

nor that aggregateeconomicgains will bene t individual voters.
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Notes

1. We hope to evertually test someof these alternativ e beliefs.

2. The major exception is Hibbs (1982), in which he examined the marginal substitution rates
for unemployment and in°ation of di®erent occupation groups. That work is very much in
the spirit of our researd, the key distinction is that we attempt to measurethe economic
fortunes of di®erert groupsrather than taking a strict Phillips-Curv e basedview of the macro
econony.

3. Wenote that it is not necessarilytrue that an altruistic voter would try to maximize the value of
Y:. If one makesthe assumption of diminishing marginal return to income, then maximizing
Y; is not the altruistic choice.

4. These might be called the “sub-aggregate'level. But we usethe term “aggregate'level to dis-
tinguish from the individual level, not to indicate that the level of aggregationis the ertire
electorate.

5. The national economicmeasuresmay also enter in directly, without the interaction.

6. Both CBS/NYT and Gallup survey Americans regularly asking: \In general,do you approve of
the way (the incumbent) is handling the job of presidert?" We aggregatedanswersto this
question over quarters using Stimson's ((1991)) algorithm to aggregatesurvey data across
polling organizations. The algorithm builds dimensional "factor scores” for ead survey
houseand usesthem to estimate a single (latent)time seriesof presidertial approval for eath
of our 4 groups. The algorithm thus allows us to useinformation from both surveys. This
is particularly important given that Gallup adds large numbers of casesto the quarterly
obsenations, but is not available at the necessarylevel of disaggregationfor the full time
period. In contrast, CBS/NYT survey data is available over the full period of analysis, but
with much smaller samples. SeeStimson, Public Opinion in America: Moods, Cycles, and
Swings Westview Press: 1991, particularly Appendix 1.

7. Data on Disposable Personal Income Per Capita, is from The US Department of Commerce,
BEA (http://www. bea.dac.gov/b ea/dn/nipa web/AlIT ables.asp), table 2.1: Personal In-
come and its Disposition. Real Gross Domestic Product is also from The U.S. Department
of Commerce,BEA (http://www.stls.frb.org/fred/data/gdp/gdp c1). Both are presered in
1996 chained dollars and are seasonallyadjusted.

8. In an e®ortto clarify this nding, we replicated Bed's ((1991)) standard model of presidertial
approval, using his data, for a period closeto the one we are analyzing: 1979-1999. In
particular, we estimated presidertial approval asa function of laggedin®ation rates, changes
in unemployment, lagged presidertial approval, a seriesof administration e®ects(allowing
for meandi®erencesand honeymoons), and an everts series. We were able to replicate Bek's
results for the full time period coveredby his analysis, 1953-88,a period over which in°ation
and unemployment both in°uenced presidertial approval. However, upon re-estimating this
model from 1979-1988again using Bed's data, in°ation did not signi cantly a®ectapproval.

9. Hibbs (1982) arguesthat these have di®erert distributional e®ectsas well, but we assumethat
their e®ectsare homogeneousacrossvoters.
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10. The relationship is not likely to be asstrong asfor education asit is for workerswithin the same
occupation. Workersin the sameoccupation are more likely to be substitutes for oneanother
then are workerswith the samelevel of education. Education is onemeasureof human capital.
But the level of human capital is going to determine which of many occupations a worker is
capable of having. Contingent on level of education, the choice of occupation will still have
a large impact on the wage.

11. Using median wage has some theoretical advantages over mean wage: it removes the impact
of outliers, and removes sometopcoding problems with the data. Howewer, the mean and
median wage are highly correlated over time.

12. The Outgoing Rotation Tes are not available prior to 1979.

13. This may be a problem: we are not necessarilycorrectly handling life-cycle e®ects. Over this
period the wagesof this group will most likely declinejust becausethey are on the wrong side
of the life-cycle curve. But we do not want to suggestthat they will punish the incumbent
for this.

14. We include a minimal seriesof events in our modelsto pick up the e®ectsof crisis and \rally"
evernts. These are based on MacKuen, Erikson, and Stimson (1992) include: the Iranian
hostagecrisis (1979:4=2, 1980:1=1, 1980:2=-1); the assassinationattempt on Presidert Rea-
gan (1981:1=+1); the invasion of Granada (1983:4=+1); the Iran-Contra scandal (1986:4=-
1); and the Gulf War (1990:4=1, 1991:1=2).

15. This should not actually changethe estimateswe obtain: we are simply choosingnot to try and
estimate the form of approval for the rst four quarters.

16. This data is available for more recernt periods, however we have not nished coding it to get
measurescorresponding to our education-cohorts.
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Table 1. Descriptiv e Statistics of Economic Measures { 1979:Q1-1999:Q4

rm
Standard

Mean Deviation

¢ Aggregate Wages 0.0016573 0.0433018

¢ Unemplo yment -0.0214286 0.3087641

¢ Real Per Capita
Gross Domestic Pro duct 0.0192066 0.0219971

¢ Real Disp osable
Per Capita Income 0.0173585 0.0176798

In°ation 4.507317 3.435541

Changes should be quarterly proportional changes annualized.
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Table 2: Correlations Between Economic Measures { 1979:Q2 - 1999:Q4

Changein Changein Changein Changein
Unemployment Real Disp Real GDP Real
Income Per Per Capita In°ation  Aggregate
Capita Wages
Changein Unemployment 1
Changein Real Per Capita Disp Income -0.481 1
Changein Real Per Capita GDP -0.7366 0.6051 1
In°ation 0.274 -0.143 -0.2195 1
Changein Real Aggregate Wages 0.0212 0.1109 0.129 -0.3589 1

Table 3: Correlations Between Economic Measures { 1965:Q1 - 1996:Q4

dunemp drdpci drgdppc inf drgdppc L1 drdpci L1 dunemplLl inf L1
dunemp 1.0000
drdpci -0.3474 1.0000
drgdppc -0.6771 0.5106 1.0000
inf 0.2729 0.2255 -0.2374 1.0000
drgdppc L1 0.5079 0.1380 0.2937 -0.1400 1.0000
drdpci L1  0.3182 -0.0218 0.2767 -0.0912 0.5100 1.0000
dunempLl 0.6340 -0.1093 -0.3936 0.0919 -0.6762 -0.3472 1.0000

inf L1 0.4501 -0.2261 -0.3706 0.8279 -0.2297 -0.2303 0.2738 1.0000
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Table 4: Mo dels of (Gallup)

Time Period: 1965 - 1996, Quarterly

Low Income

Estimated Std
Coexcient Error

Middle Income

Estimated Std
Coezxcient Error

Presiden tial Appro val Time Series by Income Level

High Income

Estimated Std
Coezxcien t Error

Constan t 14.47 3.93 13.22 3.55 12.82 3.73
Appro valy; 1 g71 .062 .765 .059 745 .067
¢ Unemplo yment; -5.44 2.18 -3.07 2.28 -1.86 2.52
In°ation -. 715 273 -.581 .289 -.542 316
¢ RDI-PC -.279 175 -.089 .184 114 .200
¢ RGDP-PC ; -.081 210 -.001 221 -.089 243
R? 7576 7523 7753
RMSE 5.76 6.06 6.65
N 108 108 108

Administration dummieswere included in the regressionsbut are not reported.

26
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Table 5: Mo dels of (Gallup) Presiden tial Appro val Time Series by Income Level

Time Period: 1965 - 1996, Quarterly
Low Income Middle Income High Income

Estimated Std Estimated Std Estimated Std
Coezxcient Error Coexcient Error Coexcient Error

Constan t

Appro valy; 1

¢ Unemplo yment; {
In°ation

¢ RDI-PC ;

¢ RGDP-PC

R2
RMSE
N

10.80 3.91 12.82 3.99 5.38 5.61
0.76 0.06 76 .06 77 .09
{ { { { {

{ { { { { {
-3.19 15.87 10.27 16.33 -8.98 27.56
37 15 25 15 28 .30
7317 7391 7974
6.15 6.68 6.80
108 108 108

Administration dummieswere included in the regressionsbut are not reported.
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Table 6: Pooled Time SeriesModel of Presidertial Approval, 1979-1999

Variable Coezcien t

(Std. Err.)

Lagged Approval 0.886
(0.051)

Low-Education -0.006
(0.005)

High-Education -0.002
(0.005)

Low Education ¢Group Wages 0.034
(0.103)

Middle Education ¢Group Wages -0.047
(0.080)

High Education ¢Group Wages 0.036
(0.146)

Low Education ¢Aggregate Wages 0.021
(0.170)

Middle Education ¢Aggregate Wages -0.070
(0.138)

High Education ¢Aggregate Wages -0.175
(0.160)

Low Education ¢Real Disp Per Cap Income 0.101
(0.258)

Middle Education ¢Real Disp Per Cap Income -0.045
(0.255)

High Education ¢Real Disp Per Cap Income 0.027
(0.253)

Low Education ¢GDP-PC 0.331
(0.339)

Middle Education ¢GDP-PC 0.358
(0.340)

High Education ¢GDP-PC 0.293
(0.342)

inf -0.002

(0.003)
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Time Period: 1979 - 1999

Variable Coexcien t
(Std. Err.)
Unemp(t) - Unemp(t-1) (quarterly change) 0.014
(0.031)
evens 0.051
(0.015)
rwr 0.033
(0.038)
ghwb 0.018
(0.041)
wijc 0.042
(0.042)
rwr2 0.200
(0.059)
ghwb?2 0.025
(0.053)
wjc2 -0.187
(0.052)
Intercept 0.028
(0.049)

Number of Obsenations 320

R2 .83

29
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Table 7: Mo del of Economic Perceptions : 1980 - 1996

Business Retrosp ective Personal Retrosp ectiv e

Economic Evaluations Economic Evaluations

Estimated Std Estimated Std

Coexcien t Error Coexcien t Error
Constan t 20.9 6.33 2.70 2.66
Appro valg; 1 0.73 0.04 0.94° 0.02
¢Group Wages, ; 40.85" 22.72 -2.07 13.58
¢Group Wages;; , 59.56' 27.24 -12.93 16.19
¢Group Wages;; 3 13.77 27.37 9.61 16.19
¢Group Wages;; 4 -5.25 23.97 -13.2 14.66
¢Agg Wages; ; 4.95 199.48 64.73 73.78
¢Agg Wages; , -8.47 199.29 80.63 73.97
¢Agg Wages; 3 -71.72 198.8 14.55 73.78
CAgg Wages;, 4 -416.3% 189.42 -31.24 70.24
¢Real Disp osable
Personal Income ¢; 1 0.61 0.49 0.09 0.18
¢Real Disp osable
Personal Income ; 2 0.6 0.52 0.46" 0.19
¢Real Disp osable
Personal Income ¢; 3 1.1 0.48 0.25 0.17
¢Real Disp osable
Personal Income t; 4 1.7r 0.53 0.32 0.19
In°ation ;1 -2.99° 0.98 -0.3 0.36
In°ation ¢; 2 2.00°° 1.07 0.44 0.39
In°ation +; 3 -0.53 1.04 0.03 0.38
In°ation ; 4 -0.25 0.95 -0.19 0.35
¢Unemplo ymenty, ; -23.4 6.35 -4.01°° 2.27
¢Unemplo yment,, , -0.16 8.27 1.44 3.01
¢Unemplo yment,, 3 5.17 8.48 0.21 3.11
¢Unemplo yment,, 4 21.01° 7.37 5.58 2.73
Events -2.98 3.93 0.15 1.44
N 880 880
R2 .83 .87

Dependen Variables comefrom the Survey of ConsumerAttitudes and Behavior. The unit
of analysisis the education-cohort.
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Figure 4: Annual Mean HouseholdIncome by Income Quintile
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