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Introduction: Give me a number



The general public, the media and especially politicians usually rely upon economists’ opinion when seeking for insightful and useful suggestions on how to cope with relevant social problems. They look for clear-cut answers and unanimity, often they obtain just conditional answers and very heterogeneous 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”. If President Johnson would have asked more than one economist, well, there is a good chance that the joke of the n economists with n + 1 opinions would have been materialized (even without one of them being Sir J.M. Keynes)1 and that the range of values on that very quantity would have been even larger: everybody knows it, economists systematically disagree. If this is the datum, two questions immediately follow: on what do they disagree about and how much? And, most importantly, is their disagreement systematically related to differences in some of their individual characteristics, to their view of the functioning of the economy, and to their political opinions? This paper is about the measurement and analysis of such disagreement considering a large sample of Italian economists. Obviously, this is not the first attempt to quantify and explain an evident phenomenon such as the disarray among economists. Kearl et al. (1979) were the first to measure and compare economists’ opinions. Their results suggested that the perception of little agreement among (US) economists on theory and economic policy was wrong. Frey et al. (1984) submitted a subset of the Kearl et al. (1979) questionnaire to economists from four European countries (Austria, France, Germany, and Switzerland) founding significant differences in the opinions between European and U.S. economists. Alson et al. (1992) conducted a large-scale survey of American economists in all fields asking a subset of the Kearl et al. (1979) questions. They concluded that the consensus among the 464 economists in their sample on questions about positive economics was considerable. The Alston et al. 1992) propositions have been then used in a number of surveys to facilitate comparisons among data sets.2 There are also some surveys directed to economists active in specific research fields. Whaples (1995) surveyed economic historians, Whaples (1996) labor economists and Fuchs (1996) health economists. The latter shows that, among 50 leading health economists, the little disagreement that did exist regarding positive questions seemed to play no role in explaining differences concerning opinion on policies. Fuchs et al. (1998) surveyed labor and public policy economists finding that economists belonging to the same field had disparate views about specific policy proposals and that the political variable turned out to be significant in explaining these differences. Also Caplan (2001) finds a high level of disagreement but his analysis shows that disagreement is not systematically related the economists’ characteristics. The general conclusion of this literature is that the level of disagreement among economists depends on what economists are called to express their opinion on: they generally agree on economic theory and disagree on economic policies. 1 The



original story has been reported by Paul Samuelson “If parliament were to ask six economists for an opinion, seven answers would



come back - two, no doubt, from the volatile Mr. Keynes!” (Samuelson 1966, p. 1628). Ten years after the same story has been told modifying some characters, apart from the main one, and halving the number of economists involved: “Winston Churchill is supposed to have complained that whenever he asked Britain’s three leading economists for advice about economic policy, he received four different opinions - two from John Maynard Keynes” (Fuchs et al., 1998). Asymptotically, if the number of economists goes to infinity, the presence of John Maynard Keynes becomes irrelevant. 2 Ricketts and Shoesmith (1992) extended this line of inquiry with a survey of UK economists. A subset of Alston et al. (1992) questionnaire was also used by Becker, Walstad, and Watts (1994) to compare the views of economists, economic educators, teachers, and journalists and by Fuller et al. (1995) to evaluate the opinions of the delegates at the 1992 American political conventions. Recently Fuller and Geide-Stevenson (2003) updated a subset of Kearl et al. (1979) questionnaire.
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Here, two observations are in order. First, the empirical evidence of a consensus on positive economics is at variance with long standing well reported disagreements in the history of economic thought, and in the permanent strife between mainstream and heterodox approaches. Actually no survey has considered the school of thought (or more in general the methodological approach to research) of the respondents as a potentially important source of difference in economists’ opinion on both positive and normative issues. Second, it is clear that in case of normative questions individual characteristics play a larger role in shaping individual subjective probabilities on the realization of expected events related to economic policy. Knowledge of the economists’ characteristics and their values is therefore crucial to the analysis of their disagreement on normative issues. In our large scale survey, we ask Italian economists to express their opinion on why the Italian economy is not performing better than it does, and on the most effective policies to be implemented to induce a recovery from the current slowdown. The questionnaire used in the analysis differs from previous ones in two important aspects. The first one concerns the kind of questions asked. While most of previous surveys focused on positive economics, we have asked only normative questions. But our survey is also different from (the few) more policy oriented surveys. Indeed our set of ’should’ questions is not a (somehow always arbitrary and largely observation bias prone) list of issues on which to measure economists’ disagreement. In our case questions have been directly derived from the literature and the debate that has taken place in Italy on the causes of the national economic difficulties and the most effective policy proposals to ride them out. The second one concerns the group of economists included in the survey. While most of previous studies interviewed specialists on policies to be implemented in their own field, our questionnaire was directed to all Italian economists and it asked opinions on generic policy proposals. Two are the main objectives of the paper. First, to measure the disagreement both about causes and policy proposals among Italian academic economists. Second, to related differences in policy judgments to differences among the respondents’ individual characteristics, academic profile, methodological approach and research profile and political opinions. To the best of our knowledge, this is the first paper that analyses non-US economists’ opinions on economic policies measuring their disagreement and trying to relate it to respondent’s characteristics. We begin our analysis focusing on the causes of the difficulties of the Italian economy. We first measure the disagreement among economists about which of 40 proposed causes are the most important ones and then, using a cluster analysis, we identify five distinct groups of causes. Next we measure how much economists’ opinion differ on the usefulness and efficacy of each of the 18 policy proposals included in the questionnaire. We also use the same cluster analysis to identify groups of policy proposals which are judged in a similar way by Italian economists. Our results show that the disagreement among Italian economists is (on average) large on both causes and policy proposals. But we also find that individuals are not expressing radical polar opposing view. Moreover, Italian economists show a smaller disagreement concerning their judgments of the policy proposals rather than on the causes of the difficulties of the Italian economy. Then we describe the set of our control variables. In order to analyze their relationship with economists’ judgments, we use an ordered logit econometric model. It turns out that our regression specification turns out to be able to account for a significant portion of the variance in policy judgment across Italian economists and that some systematic relationship between some of our control variables and the respondent’s opinion about each policy proposal may be identified. For instance, while potentially relevant variables related to respondent’s individual characteristics (gender, age, working region, and academic position) are not clearly related to differences in opinions about policy proposals, individual opinions on the causes of the present economic conditions in Italy (but not the order of relevance of the
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causes) seems to show a systematic relationship with policy proposal judgment. Interestingly, it turns out that specific expertise on the issue under scrutiny has no effect. As expected, the field of research and the methodological orientation have quite an importance. Political/value opinions matter but which aspect of the political view of the respondent matter most seems to depend on the specific policy proposal under scrutiny. One novel contribution of our analysis is to show that what matters most in explaining the disagreement among economists depends on the level of consensus on the specific policy proposal. When the consensus is very high the level of respondents’ confidence in the efficiency properties of markets, which is a subjective economics-based evaluation, is strongly related to policy proposal judgment. Moving from high toward low consensus, what differentiates economists’ opinion seems to be their interpretation of the causes of the Italian economy difficulties and then, for policy proposals for which the consensus is lower, the methodological approach. Finally, when the consensus is very low what matters is the respondent’s political general view. The rest of the paper is structured as follows. Section 2 briefly describes the survey methodology and discusses the representativeness of our sample. Section 3 measures the disagreement among Italian economists concerning both causes and policy proposals, using both a traditional entropy index and a novel measure of consensus. Section 4 describes the variables in our dataset and the characteristics of the respondents. In Section 5, the same variables are regressed on the respondents’ opinions on different policy proposals. Robustness checks of our results are then presented in Section 5.2.1. Finally, Section 6 presents some concluding remarks and possible directions for future research.
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A survey of Italian economists’ opinions



Italy is an excellent case study in economists’ disagreement. Italian economists have traditionally been characterized by deep and persistent controversies on economic theory and policy3 and, given the intrinsic countercyclical character of the latter debate, the fact that in recent years the image of the Italian economy has been kind of opaque, did stimulate the discussions indeed. In fact, Italy has faced sluggish economic growth since the beginning of the new century, a rate much lower than the European average. While in 2000 the country 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 export shares followed a negative trend. In 2005, in deep political and institutional turmoil, Italy was labeled as ‘the real sick man of Europe’ in a report by The Economist. In the last two years the country exit the recession conditions of the previous years but the projections for 2008 still give the country below 1% growth rate and the international press is talking again of the Italian malaise.4 Along these same years, Italian economists’ disagreement about how to interpret the economic performance of the Italian economy has been pronounced and clearly visible. Economists were in disarray on the diagnosis - short time 3 As



far as theory is concerned, heterodox schools of thought have been largely influential in academia, and the discussion on the



limits and the shortcomings of mainstream economics has been lively and multi faceted. As far as economic policy, the discussion among economists has often trespassed the university’s walls. The most recent episode regards public debt management: in July 2005 more than two hundred economists signed a petition in favor of a program of fiscal discipline to be adopted by the Italian government (Il Sole 24 ore, July, 15, 2005). In the July of 2006 seventy economists responded with a proposal of consolidation of the government deficit-GDP ratio, emphasizing the social cost associated with a tight fiscal policy (http://www.appellodeglieconomisti.com). The letter sent by the second group of economist started with the following statement: “... On macroeconomic policy the academic world, far from being unanimous, is divided ...”. 4 The New York Times, December 13th 2007.
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recession vs. structural crisis - on how to interpret the evolution of the economy - economic decline vs. transformation - and, obviously, on the causes and on the economic policies and reforms to put forward.5 On April 2007, in a period when the Italian economic conditions were not at the forefront in the media nor in academia, it seemed the appropriate time to ask economists about their opinion on the causes of the difficulties of the Italian economy and the policy proposals able to solve them. So we sent an email to 1511 Italian economists, inviting them to fill in an on-line questionnaire about their opinion concerning the Italian current economic situation.6 The mailing list included members of the Italian Economic Association (SIE), the International Association of Italian Economists (AIDEI), participants to several economic conferences held in Italy between 2005 and 2006, and was completed with the information contained in the Minister of University and Research web site on Italian academics active in economic fields.7 In the e-mail message it was clearly stated that no specific knowledge was required to answer the questionnaire, that no individual statement would have been revealed, and that anonymity was guaranteed.



2.1



Representativeness of the sample



Most of previous surveys are stratified random sample experiments from national economist associations with the results usually interpreted as being representative of the opinion of the whole population of economists. We followed a different methodology: being the population of Italian economists of unknown dimensions, we planed to collect data from an unstratified random sample, to control ex-post for its representativeness and, in case, do some poststratification according to the needs of the analysis. 496 economists responded to the questionnaire, a reply rate of 33%.8 Since the focus of the present paper is on Italian domestic academic economists, we excluded from the sample economists working abroad and non academics. The final sample comprises 335 observations. We compared our sample characteristics with the data collected by the Minister of University and Research (MIUR) on Italian economist employed in Italian Universities. Figure 1 shows the data on the number of economists employed in each region for both the MIUR and our dataset.9 From visual inspection the main difference that emerges is that in our dataset larger regions are slightly over-represented while South ones (in particular Sicilia) are marginally under-represented. When we look at the academic position distribution,10 shown in figure 2, we have that the percentage of Assistant Professor in our dataset is half the percentage in the MIUR dataset while the number of Full Professors is 15% larger. As for gender, no difference seems to emerge (figure 3). 5 The



literature on the issue is quite vast. To a recent review of the literature see Di Maio (2007); for an overview of the debate see



Franzini and Giunta (2005). 6 The questionnaire has been accessible between May, 1th and June, 1th . Four remainders have been sent to whom did not respond to the questionnaire but did not declared her will to be excluded from the survey. 7 The MIUR classifies academic economists according to their specialization field into seven groups: Economics (Secs-P/01); Economic Policy (Secs-P/02); Public economics (Secs-P/03); History of Economic Thought (Secs-P/04); Econometrics (Secs-P/05); Applied Economics (Secs-P/06); Economic History (Secs-P/012). 8 Response rates among AEA members in recent surveys include 34% in Alston et al. (1992), 31% in Fuller and Geide-Stevenson (2003), 36% in Whaples and Heckelman (2005), and 27% in Klein and Stern (2005). Surveys of economists within subfields tend to yield higher response rates: for example, 51% of economists in the Economic History Association in Whaples (1995) and 41% of AEA labor economists in Whaples (1996). In Frey et al. (1984) the average return rate was 45%. 9 Italian regions are twenty: Piemonte, Valle d’Aosta, Liguria, Lombardia, Trentino Alto Adige, Veneto, Friuli Venezia Giulia, Emilia Romagna, Toscana, Umbria, Lazio, Marche, Abruzzo, Molise, Campania, Puglia, Basilicata, Calabria, Sardegna, Sicilia. There is no data associated to Basilicata. 10 In Italy, academics are classified according to the following ordered scale: Assistant Professor (in Italian, Ricercatore), Associate Professor (Professore Associato), and Full Professor. The latter class includes Professore Straordinario (indicated with an asterisk in figure 2) and Professore Ordinario, the latter being professors that have obtained a tenure position more than three years ago.
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Figure 1:



Figure 2:



REGION of WORK - Comparison between our sample and the MIUR population



ACADEMIC POSITION - Comparison between our sample and the MIUR population.



Note: The category of Full Professor is divided in Professore Straordinario (indicated with an asterisk in figure 2) and Professore Ordinario. Where the last class includes professors that have obtained a tenure position more than three years ago.



A set of formal statistical two tail z-tests on proportions indicated that a post-sample stratification was necessary to re-weight Piemonte, Marche, Puglia and Sicilia, and to balance assistant and full professors according to the proportions of the population.11 We calculate (Groves et al., 2004) weights according to the reciprocal of the probability of inclusion of each individual, characterized by the three dimensions that we can observe in the population: gender, academic position and region of work.12 In the following, we use the unweighted sample when we compute the descriptive statistics for the variables in the questionnaire, we measure the disagreement among economists and we perform the 11 The



result of the test on gender indicates that, at the 99% confidence level the proportions between 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 professors and of 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 out 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 tail test), and Sicilia (z-value of 2.06). 12 The procedure of post-stratification weighting is the following. Given the identity n ijk pijk = Nijk , where n is the number of individuals in the survey sample, N is the number of individuals in the total population (MIUR), and i = 1, 2, j = 1, . . . , 4 and k = 1, . . . , 19 stand for Gender, Academic Position, and Region of work. The corrective weight p of the generic stratum ijk is simply the reciprocal of the probability of inclusion. In case of empty cells (Nijk > 0 and nijk = 0), we imputed them using a nearest neighbor procedure. Since gender seemed to be the less distorted dimension of the sample, when necessary (16 cases out of 335) we imputed i = 1 for i = 2 and vice versa.
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Figure 3:



GENDER - Comparison between our sample and the MIUR population



cluster analysis, while we use the weighted sample in the regression analysis, where inference is at stake.
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On what and how much do Italian economists disagree



The structure of our questionnaire differs from the one generally used to inquire economists’ opinion about positive economics under two main aspects. First, we asked Italian economists their opinion not only about policy proposals but also about the causes of the current difficulties. Second, instead of using the standard set of questions inspired by Alston et al. 1992, the 40 causes and 18 policy proposals we asked respondents to express their opinion on were directly derived from the literature on the Italian economy.13 This makes our survey substantially different from previous ones since we do not ask extremely specific questions to field specialists (Fuchs, 1996) nor to express a judgment on more generic, but still largely focused on the US economy, policy proposals (Fuchs et al. 1999, Caplan, 2001). On the contrary, the statistical measures we employ to describe the disagreement across economists are standard in the literature: the mean response value and the relative entropy index. In addition, we also calculate a new consensus measure, not yet used in economics, which has been specifically constructed for ordered scale response questionnaire (Wierman and Tastle, 2005).



3.1



Causes



From the literature on the performance of the Italian economy, it is possible to identify five macro-categories of causes of why the economy is not doing better than it does. These are: 1) International Trade and European Economic Policy [Trade]; 2) Firms’ characteristics [Firm]; 3) Structural Characteristics [Struc]; 4) Labour Market [Labour ]; 5) Government and Public Administration [Gov ]. For each of this category, a number of specific causes have been considered in the literature and these are reported, grouped according to their macro-category, in table 2 in the next section.14 The complete list contains 40 specific causes. 13 We



selected each cause and policy proposal if it has been named at least once in one of the contributions surveyed in the companion



paper Di Maio (2007) [in Italian]. The latter presents an exhaustive survey of the contributions published in the last decade on the performance of the Italian economy. The complete list includes 55 contributions, 10 books and 45 papers, by 66 economists. 14 For instance, the macro-category Trade includes, among other causes, the Italian trade specialization ’anomaly’ (exporting similar goods to those being produced in emerging countries), the low level of inward FDI (Basile et al., 2005) and the higher international
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Ranking macro-causes First of all we asked Italian economists to rank the five macro-causes of the country’s current economic situation. Table 1 reports the macro-causes from the most to the less important. The results show that, according to Italian economists, the main macro-cause is the Government and the Public Administration. The Labour Market and International trade and European Economic Policy closely follow as responsible for the slowdown while elements related to Structural or Firms characteristics seems to be judged of being of less relevance. Table 1: Which is the most important macro-cause of the present economic condition in Italy? Ranking



Macro-cause



1 2 3 4 5



Gov Labour Trade Struc Firm



frequency



%



Government and public administration. Labour market International trade and European economic policy Structural characteristics Firms’ characteristics



81 78 71 56 49



24 23 21 17 15



Total



335



100



What seems more evident from table 1 is that the first two macro-causes obtain a little bit less that 25% of the preferences, and the last two macro-causes a little bit more than 15%. The intermediate position, Trade, is chosen by a little bit more than 20% of the respondents. No single macro-cause obtains a large majority of preferences or is widely rejected by the interviewees. It is difficult to draw any general conclusion from this evidence: every single option receives a substantial amount of preferences and the distribution of frequencies is closed to uniform. Ranking specific causes We now examine Italian economists’ judgment of 40 different possible causes of the Italian economy slowdown. This will allow us to separate their opinion on the relative importance of the five macro-causes with respect to the evaluation of the role played by each specific cause in determining the current Italian economy situation. For each cause x (reported in table 11 in the Appendix), the respondent expresses her agreement on the fact that x has been an important cause of the current difficulties of the Italian economy using 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, for each cause, the option ’No opinion’. For each specific cause in table 2, we indicate the number of respondents (#) excluding unit non-responses and ’no opinion’, its macro-category (Macro-cause), the mean response value (µ), the relative entropy index (rel.Entropy) and the Consensus measure (Consensus). Tables 2 ranks the 40 specific causes according to their mean response value µ. Given the recoded ordered scale we employed, the neutral mark in the center of the range is 2.5, and the higher the value of µ for cause x the more economists agree that x is a cause of the difficulties of the Italian economy. The causes are thus ranked from the one judged (on average) to be the major cause of the current economic situation to the one considered (relatively) the less important. To correctly evaluate this ranking, we should also considered how, for each cause, respondent’s judgments are dispersed along the ordered Likert scale. For this reason, table 2 also shows the relative entropy score, rel.Entropy.15 The index takes a maximum value (rel.Entropy = 1) when the individual responses are equidistributed, and reach its minimum value (rel.Entropy=0) when all responses are fully concentrated in one category of the Likert scale. The relative entropy index has been largely used to synthetically describe the level of agreement in competition (de Nardis and Pensa, 2004). Instead, the Labour macro-category considers as possible specific causes, among others, the reduction of productivity as an unintended effect of the labour market reform (Saltari and Travaglini, 2006) or the low human capital supply (Faini and Sapir, 2005). 15 In the application of information theory to psychology, entropy is a measure of perception. Relative entropy is defined as the ratio
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respondents’ answers (Kearl et al. 1979, Frey et al. 1984; Fuchs et al. 1998). Here we will consider a relative entropy score higher than 0.80 to indicate that opinions are highly dispersed.16 Since our response scale is ordered, 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 the different categories convey important information on the degree of agreement among economists. We have, then, calculated a Consensus index (Consensus), recently proposed by Wierman and Tastle (2005), which is particularly appropriate when opinions are expressed using an ordinal scale.17 This measure, differently from relative entropy, takes into consideration the ordinal nature of the Likert scale. The index takes a maximum value (Consensus = 1) when responses are all concentrated in one category of the Likert scale, and reach its minimum value (Consensus=0) when responses are equally distribute at the extreme categories of the Likert scale. To know if a specific proposition received a high level of consensus in positive terms (agreement) or negative terms (disagreement), the value of the index have to be read in conjunction with the mean value. For instance, consider the first cause (quality of immaterial infrastructures) and the last one (increasing number of immigrant workers) reported in the ranking in table 2. In both cases the high Consensus index indicates that there is a strong consensus: but while for the former the consensus is on the fact that it is an important cause (the mean response is very high) in the latter the consensus is on its little relevance (the mean is very low).18 Table 2: CAUSES: Ranked according to Mean response score (µ) Rank 1 2 3 4 5



Macro Struc Gov Gov Struc Struc



Specific Cause



#



quality of immaterial infrastructure low efficiency of the Public Administration low efficiency of the bureaucracy low competition level and barriers to entry quantity and quality of infrastructures



334 332 331 334 332



µ



rel.Entropy



Consensus



3.73 3.50 3.47 3.39 3.31



0.45 0.66 0.68 0.70 0.70



0.78 0.65 0.65 0.66 0.68



between the level of entropy associate to a specific proposition and the level of maximum entropy, where entropy is defined as Entropy =



n X



pi log2 (1/pi )



i=1



and maximum entropy occurs when the probability of the events is equi-proportional. It immediately follows the definition that relative entropy (rel.Entropy) ranges from 0 to 1. While the index is usually interpreted (Kearl et al., 1979; Frey et al., 1984; Alston et al., 1992; Fuller and Geide-Stevenson, 2003) as a direct measure or disagreement, here we properly use it as a measure of the dispersion of individual opinions. 16 For instance, if we assume that respondents’ opinions are distributed according to the following frequencies, 55% in the first category, 25% in the second, 10% in the third and 10% in the forth category, the relative entropy score is 0.8. Just as a matter of reference, if 70% of the opinions in one single category, with the remaining 30% equally distributed across the other three alternatives, the relative entropy index score becomes 0.67. 17 The Consensus index is defined as: Consensus = 1 +



n X



 pi log2



i=1



1−



|Xi − µ| dX







where X is represented as the Likert scale, pi is the probability of the frequency associated with each X, dX is the width of X, Xi is the particular Likert attribute, and µ is the mean of X. The consensus measure, using the unit interval of 0 to 1 as the set of all possible values of dispersion, conveys an immediate sense of agreement or disagreement. The closer to 1 the greater the consensus. 18 To see how to combine the information coming from the different indexes reported in table 2, consider again the quality of immaterial infrastructure. This cause is associated with a very high mean value of µ = 3.73, out of a maximum value of 4 that would have been received if all Italian economists would have strongly agreed with the proposition, and a very low relative entropy (0.45) and a very high consensus index (0.78). The fact that the relative entropy is significantly different from zero indicates that a certain degree of disagreement exists, while the high consensus index is the result of a very skewed distribution of opinions concentrated on the options ’partially agree’ and ’strongly agree’ (’strongly disagree’=0%; ’partially disagree’=1%; ’partially agree’=24%; ’strongly agree’=75%) .
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Table 2: CAUSES: Ranked according to Mean response score (µ) Rank



Macro



Specific Cause



#



6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40



Firm Struc Struc Struc Trade Labour Firm Trade Firm Firm Firm Trade Firm Firm Struc Struc Gov Trade Trade Firm Struc Labour Labour Gov Labour Labour Labour Trade Labour Trade Trade Trade Trade Trade Trade



ownership structure of Italian firms Mezzogiorno issue (crime) Mezzogiorno issue (infrastructures) dynamic of investment in ICT low attraction of FDI low human capital demand small firms’ size (adoption of new techn.) Italian international trade specialization excessive protection of large domestic firms small firms’ size (internationalization) small firms’ size (innovation) low firm propensity to internationalization role of the family in firm’s governance low risk propensity of entrepreneurs persistence of the North-South economic divide bureaucratic impediments to private entrepreneurship public debt level set and quality of exported goods higher international competition small firms’ size (credit) difficulties to gaining credit labour union behavior low human capital supply type of policies adopted to reduce public debt demographic dynamics productivity reduction caused by reforms of the LM low labour market flexibility primary commodity price dynamics wage compression effect of concertazione BCE monetary policy European Commission economic policy dumping and unfair international competition international political situation adoption of the Euro increasing number of immigrant workers Mean Median Standard deviation



328 330 330 326 326 326 330 331 327 329 330 330 327 325 329 332 334 332 331 328 330 328 325 323 329 319 330 323 321 326 324 329 322 331 330



µ



rel.Entropy



Consensus



3.29 3.24 3.22 3.15 3.15 3.02 3.02 3.02 3.01 3.01 2.98 2.97 2.96 2.95 2.90 2.88 2.85 2.77 2.74 2.68 2.65 2.58 2.48 2.46 2.45 2.22 2.13 2.12 2.02 2.02 1.94 1.89 1.89 1.44 1.33



0.75 0.76 0.79 0.76 0.83 0.86 0.87 0.84 0.88 0.84 0.90 0.82 0.89 0.89 0.87 0.92 0.92 0.88 0.90 0.83 0.81 0.96 0.91 0.90 0.97 0.91 0.92 0.90 0.86 0.91 0.89 0.84 0.85 0.63 0.52



0.64 0.65 0.62 0.67 0.60 0.60 0.60 0.64 0.59 0.65 0.56 0.67 0.58 0.57 0.61 0.55 0.54 0.59 0.57 0.62 0.63 0.49 0.54 0.55 0.46 0.56 0.55 0.57 0.63 0.54 0.54 0.61 0.59 0.63 0.73



2.72 2.89 σµ =0.57



0.82 0.86 ση =0.11



0.60 0.60 σχ =0.06



Note: Immaterial infrastructure refers to the formal and informal rules constituting the cultural setting, the entrepreneurial climate and governing the interactions between different economic agents and thus to the level of efficiency of the judicial system, the quality of the authority controls, etc. Concertazione: model of wage setting characterized by the co-decision between Labour Unions, Entrepreneurs Association and Government.



Several aspects of the ranking reported in table 2 are worth discussing. First, the mean and median values of µ indicate that there is an average agreement on the causes of the Italian economic slowdown, and that the distribution of economists’ opinions is skewed to the right. The standard deviation of µ (σµ = 0.57) shows a relevant dispersion in the level of agreement on specific causes. The average value of the relative entropy index indicates a high level of disagreement among economists on each specific cause, but the relative high consensus index suggests that even if economists express a different opinion on the specific causes, their view is relatively similar.19 If they disagree, they do it on the degree of agreement (strong vs. partial) rather than on opposite positions (agree vs. disagree), as it is revealed by the standard deviation of the Consensus index (σχ = 0.57). Second, there is almost unanimous consensus among Italian economists on the fact that the main causes of the difficulties of the Italian economy are the low quality of immaterial infrastructure (µ=3.73) and an inefficient Public 19 In



terms of the parameter dX of the consensus index, opinions are concentrated in contiguous classes on the dX dimension.
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Administration (µ=3.50). Also the insufficient physical infrastructure (µ=3.31), the low level of domestic market competition (µ=3.39), the economic and social situation in the Mezzogiorno (µ=3.20) and the small (average) size of domestic firms (µ=3.02) ranks high among the causes. Third, it is interesting to examine this ranking with reference to the recent debate on the Italian economy. In particular, while the trade specialization ’anomaly’ has been often cited in the literature as one of the main causes of the economy slowdown, the profession seems to be less convinced of the validity of this proposition. At the same time, in contrast with some recent analysis put forward by the Bank of Italy (Bank of Italy, 2007), Italian economists seem to consider the low demand of human capital a much more important cause of the difficulties of the economy (µ=3.02) than the low supply of human capital (µ=2.48). Finally, Italian economists clearly show not to share the now somehow popular laymen opinion that dumping from LDCs, the introduction of the Euro or larger immigration flows are the main causes of the difficulties of the Italian economy: their mean response score is always below 1.9. Furthermore, the results of table 2 give some insights on how to interpret the ranking of the most important macrocause of the difficulties of the Italian economy, shown in table 1. The additional information which we derive from the ranking of the specific causes is important because macro categories were highly heterogeneous, both concerning the number of specific causes included in, also according to the specificity of each cause considered in each macro category, and the number of respondents (#). Since both aspects could strongly bias the ranking of the macro-causes, it is important to consider in conjunction the specific causes and the macro-category they belong to. For instance, it results that the specific aspect of the Italian labour market that makes it one of the main macro-cause of the difficulties of the Italian economy is not among the ones on which recent political and public debate has presently insisted, namely the low flexibility of the labour market and the role of the labour unions (OECD, 2007). Indeed, among the specific causes belonging to this macro-category, it is the demand side of the market which is the most important, with the low supply of human capital and the supposed low flexibility of the domestic labour market receiving much less consensus. Cluster analysis of the Causes In order to determine which of the 40 different causes are evaluated in a similar way by Italian economists, we constructed a dendrogram using the agglomerative hierarchical clustering procedure with the ’complete’ linkage method.20 The dendrogram, presented in figure 4, identifies five different groups of causes. From top to bottom of the dendrogram, cluster1 is comprised by four causes pertaining to two different macrocategories of causes: Trade and Labour. The causes are: the BCE monetary policy; the economic policy choices of the European Commission, together with the negative effects (reduced productivity) of the labour market reform, and the wage compression effects of the July 1993 agreement between Italian labour unions and the association of entrepreneurs. The propositions that define the cluster receive an average mean response score of µ = 2.1, quite below the neutral mark of 2.5, and an average consensus index of 1.8 which does indicate a limited consensus. cluster2 is composed of six propositions. These are: the adoption of the Euro; the increase in the number of immigrants; the low flexibility of the labour 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. 20 Given



a set of N items to be clustered, and an N × N distance (or similarity) matrix, the basic process of hierarchical clustering starts



by assigning each item to a cluster. Then the closest (most similar) pair of clusters are merged them into a single cluster. In the next step distances (similarities) between the new cluster and each of the old clusters are computed. This procedure is repeated until all items are clustered into a single cluster of size N . In complete-linkage clustering, the distance between one cluster and another cluster to be equal to the greatest distance from any member of one cluster to any member of the other cluster. This kind of hierarchical clustering is called agglomerative because it merges clusters iteratively.
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Figure 4:



Dendrogram of the causes obtained using agglomerative hierarchical clustering procedure and the ’complete’ linkage method.



Height represents at what dissimilarity level the agglomeration occurs: the higher height the more dissimilar are the clusters.



The common element of all the causes included in the cluster is that of having been often indicated by the media as a responsible of the difficulties of the Italian economy. It is a good mix of structural and short run causes, and all but one concern international 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 µ = 1.94 and an average consensus index of 0.62. All the propositions included in the cluster rank at the bottom level of table 2, and the large majority of Italian economists agree on stating that these cannot be numbered among the main causes of the Italian economic conditions. These rather seem more like scapegoats: a further evidence of the difference between economists and the public at large (Caplan, 2002). cluster3 is the most numerous cluster; it groups half of the possible causes included in the questionnaire. Each one marks a relatively high mean score, with the average µ being around 3, and the low efficiency of the Public Administration and the low efficiency of the bureaucracy scoring an even higher level of µ, respectively 3.50 and 3.47. All propositions in the cluster receive a high consensus, with an average index of 0.63. This cluster includes the bulk of the common explanations of the weaknesses of the Italian economy, and can be considered the portrayal of the conventional wisdom on the issue. cluster4 is made of four propositions. These are: the small firms’ size, because it increases the difficulties of credit market access, included in the Firm macro-cause category; the quality of immaterial infrastructure and the low level of competition and the
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existence of entry barriers, both included in the Struc macro-category; and the policies adopted to reduce public debt, included in the Gov one. It is a very mixed cluster. The two structural causes received a very high µ score: 3.73 and 3.39; while the other two causes scored 2.68 and 2.46, respectively, somehow about the neutral mark. As we have already emphasized, the quality of immaterial infrastructure encountered a very low relative entropy (0.45), and the highest consensus among the forty causes examined, whereas the inefficiency associated to rents in uncompetitive markets obtains a quite high µ = 3.39, and a good consensus, but a very different entropy index (0.70) showing a remarkable level of dispersion in the economists’ opinions. The presence of the other two causes is more tricky. Both are low ranked by Italian economists and the relative entropy score is high, showing again the absence of a uniform judgment by the interviewed. But what is striking, in the case of policies adopted to reduce public debt, is that the proposition received a large amount of missing answers, and that the consensus index is almost one standard deviation, σχ , below the mean. In the case of the Firm cause, facts are less pronounced but point in the same direction: the similarity between these two causes and the two Struc causes 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 former one. cluster5 is characterized by labour market issues plus the effect of the Italian public debt. All propositions received a µ score above the neutral mark but below 3, and a consensus a little below average. Heterogeneity is high, and probably this is the cluster where, more than the others, political values played an effective role in individual positions.



3.2



Policy proposals



We now describe respondents’ judgment of the efficacy and usefulness of the 18 policy proposals.21 As in the case of the causes, respondents express their opinion using a Likert scale with four ordered options, that we coded as: strongly disagree=1; partially disagree=2; partially agree=3; strongly agree=4. Also in this case, the ’No opinion’ answers were excluded from the analysis. Table 3 reports for each of the 18 policy proposals the number of the policy proposal (No.) as reported in table 12 in the Appendix, the number of respondents (#), the mean value (µ), the relative entropy index (rel.Entropy) and the Consensus measure (Consensus). Policy proposals are ranked according to their mean response value. The mean response values indicate that Italian economists largely agree on the need and on the efficacy of: increasing bureaucracy efficiency (µ = 3.73); funding public, private and academic research (from µ = 3.57 to µ = 3.48)22 ; increasing investments in physical infrastructures (µ = 3.49). On the contrary, they consider least useful policies: to reduce labour union power (µ = 2.41); to make more flexible the labour market (µ = 2.40); to proceed with more privatizations (µ = 2.49); to create and strengthen firm-territory link (µ = 2.69). The relative entropy index indicates that economists’ opinions result to be more dispersed over the need to: to reduce labour union power; make more flexible the labour market; increase firm-territory link; proceed with more privatization; increase public investment in strategic sectors. Using the Consensus measure, on the contrary, it results that the agreement is lower concerning the usefulness of increasing firm-territory link; proceeding with more privatization; reducing precarious jobs; creating small and medium firm consortia: all propositions receiving low consensus (below the average) are low ranked in terms of mean response. 21 Unfortunately



we cannot make any comparison between our results and the ones for previous surveys because policy proposals do not



overlap. The only exception is question 30 in Kearl et al (1979): The economic power of labour unions should be significantly curtailed. This question has also been asked in other surveys. For instance Frey et al (1984). 22 It is somehow interesting to note the fact that Italian economists seems to prefer public to private research leaving academic one as third.
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Table 3: POLICY PROPOSALS: Ranked according to Mean response score (µ) Rank



No.



1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18



3 13 15 12 14 11 6 7 5 1 4 8 10 17 9 2 18 16



Policy proposal increase bureaucracy (P.A.) efficiency funding public research increase investments in physical infrastructures funding private research funding academic research increase firms’ investment in ICT induce internationalization activity domestic firms induce firms’ size growth improve quality of exported goods proceed with more liberalization change trade specialization create small and medium firms consortia increase public investment in strategic sectors reduce precarious jobs create and strengthen firm-territory link proceed with more privatization reduce labour union power increase the flexibility of the labour market



#



µ



rel.Entropy



Consensus



331 331 328 330 333 323 321 323 321 330 321 318 330 327 309 331 324 332



3.73 3.57 3.49 3.48 3.47 3.38 3.31 3.28 3.27 3.14 3.10 3.07 2.98 2.86 2.69 2.49 2.41 2.40



0.46 0.62 0.66 0.67 0.68 0.69 0.72 0.74 0.76 0.83 0.81 0.81 0.93 0.90 0.93 0.93 0.97 0.96



0.77 0.66 0.67 0.65 0.63 0.66 0.65 0.65 0.63 0.60 0.65 0.66 0.49 0.57 0.56 0.52 0.47 0.49



3.12 3.21 σµ =0.41



0.78 0.79 ση =0.14



0.61 0.64 σχ =0.08



Mean Median Standard deviation



The results show that respondents agree on the usefulness and efficacy of the proposed policies 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.23 Yet, policy proposals opinions are quite dispersed and the level of agreement is low (the median relative entropy is 0.79) even if it is on near alternatives (the median Consensus measure is 0.64). It is interesting to note that the average entropy index value is a lower than in Alston et al. 1992 (0.83) but really close to Fuchs (1996) (0.77). Since our sample includes economists from every field, we would expect, with respect to similar exercises performed on field specialists’ opinion, a higher level of disagreement since the level of common knowledge across respondents is lower (see for instance Whaples, 1995 and 1996; Fuchs, 1996; Fuchs et al., 1999). We will discuss this point further on using a multivariate regression framework.24 23 Note



that a priori one should expect, assuming that causes and policy proposals are stated with the same degree of vagueness, a higher



agreement with respect to causes rather than to policy proposals. But we should keep in mind the fact that respondents are asked to express their opinion on general policy proposals (as the ones we are here considering) may affect the disagreement across them. On the one hand, general propositions, such as induce firms’ size growth, are in principle able to encompass various policy proposals emerged from the literature which may result in a lower disagreement among respondents’ judgments. On the other hand, one may expect a higher dispersion in judgments on general policy proposals due to differences in respondents’ evaluation of the feasibility of the policy (i.e. considering the political and financing constraints); the importance given to the (non-mentioned) details concerning the implementation of the policy; the expected consequences flowing from the policy under consideration, etc. This may well results in a lower agreement on the specific policy proposal. In the case of the causes, at least some of these concerns are not in place (e.g. feasibility constraints) and thus the first effect should prevail. 24 Some recent research (Blendon et al., 1997; Caplan, 2001) has emphasized the existing difference between laymen’s and economists’ opinions on the economy. This evidence and some general insight from experiments of belief formation support the view that as the amount of relevant and useful information increases, the variance in estimates shrinks: specialists of a specific field sharing a common knowledge would have a less dispersed opinion on a specific issue with respect to non specialist.
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Cluster analysis of the Policy Proposals Similarly to what we did for causes, we also performed a cluster analysis on the 18 policy proposals. Figure 5 depicts the dendrogram obtained through the same ’complete’ linkage method agglomerative hierarchical clustering procedure used for the causes. Six are the clusters that have been identified bundling the policy proposals whose effectiveness has been similarly evaluated, in terms of agreement or disagreement, by Italian economists.



Figure 5:



Dendrogram of the policy proposals obtained using agglomerative hierarchical clustering procedure and the ’complete’ linkage



method. Height represents at what dissimilarity level the agglomeration occurs: the higher height the more dissimilar are the clusters.



Going from top to bottom in the cluster dendrogram, the first cluster (C1 ) is the one comprising the policy proposals related to labour market reform: increase the flexibility of the labour market and reduce labour union power. The two propositions marks the lowest mean score of the ranking in table 3, around µ = 2.40, receive a very low consensus (around 0.48), and a very high relative entropy score (0.97). The overall economists’ disarray on the usefulness and efficacy of the propositions belonging to this cluster is at its maximum. Cluster C2 has to do with individual opinions on the virtues of market forces. It is composed of liberalization and privatization. While the fist receive a good deal of approval (µ = 3.14), an average level of consensus but with different opinions (the relative entropy is 0.83), the second proposition, regarding the process of transferring ownership of business from the public sector to the private sector, received much less approval (µ = 2.49) and is characterized by more dispersed and less consensual opinions. Cluster C3 is characterized by the emphasis on the role of research and innovation accompanied by an increase in public sector efficiency and in infrastructures. It is the cluster that receives the highest approval. All propositions rank at the top of the list of table 3 and the average µ is 3.52. It is by far the most preferred set of policies selected by Italian
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economists.25 Cluster C4 is the second preferred option. It is characterized by the relevance of international issues and firms’ choices, and scores an high µ = 3.2 and an average relative entropy and consensus measure similar to the one of cluster C3 . Only the proposition regarding the change in trade specialization is marked differently in the cluster, as can be noticed from figure 5: it receives a lower approval and a higher differentiation in opinions (with a relative entropy score of 0.81). The absence of a common view on the issue can be related to the different interpretations of the proposition by the interviewees: moving away from comparative advantage signals or promoting more innovative sectors and firms. Italian economists seem to prefer a change in specialization related to the up-grading in the quality ladder more than an explicit policy of industrial targeting. This latter option is in fact included in cluster C6 , together with the reduction of precarious jobs. A cluster envisaging a more active role for the State, but that receives a tepid approval (µ = 2.9) and a consensus of a standard deviation below average. Finally, cluster C5 is directly linked to the views associated to the positive role of Marshallian industrial districts in the evolution of the Italian economic system (Becattini, 1986), proposing the creation of small and medium firms consortia and the creation and strengthening of firms-territory links. The propositions receive an approval below average and an average consensus not far from the median. Yet what is more striking is the large number of non responses: 7% of the Italian economists did not express any opinion on the issue.26 The results about ranking causes and policy proposal presented so far suggest that there is a great deal of disagreement among economists, confirming some previous contribution (Fuchs at al. (1998)), but at the same time the opinions of Italian 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 individual and academic characteristics of the respondent and/or to her political/value opinions?



4



Individual characteristics, academic profile and political opinions



The questionnaire asked a number of questions about individual characteristics, academic profile, methodological approach, research interests, political/value judgments of the respondent. We begin describing the characteristics of the sample with respect to each of these variables. In the next section, we will try to determine whether and how these different characteristics are associated with the difference between respondents’ judgment of the policy proposals. Individual characteristics Table 4 presents summary statistics about the individual characteristics of our sample. As usual in survey analysis, we have collected information about the gender and the age of respondents. In addition, since Italy is characterized by a high degree of territorial heterogeneity in terms of per-capita income, macroeconomic conditions and the institutional, social and cultural environment, we have asked respondents to indicate both the birthplace region and the region where they work.27 In our sample, 2/3 of the respondents are male. As for age, more than 60% of the respondents belongs to the two central groups of the distribution, i.e. 41-50 and 51-60. While 25 A



prompt comparison with cluster C2 indicates a preference of Italian economists for generic non-market solutions of the public sector



inefficiencies over privatization. The role of individual opinions on the mechanism guiding the allocation of resources play an important role in this respect. We will further examine this issue later on. 26 A possible reason could have been the dislike of the new generations of economists of these ’old fashion’ policy proposals. We tested this conjecture without finding any significant correlation between the age of the interviewee and the non response. 27 The grouping of Italian regions in the five macro-regions is the following: North West (Piemonte, Valle d’Aosta, Liguria, Lombardia); North East (Trentino Alto Adige, Veneto, Friuli Venezia Giulia, Emilia Romagna); Center (Toscana, Umbria, Lazio, Marche, Abruzzo, Molise); South/Islands (Campania, Puglia, Basilicata, Calabria, Sardegna, Sicilia).
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the younger group (18-30) is very small (only 5 observations) it is interesting to note a significant number of over 70 respondents (10). Concerning the place of birth, the larger part of respondents was born in the North West with the other three macro-region showing similar numbers.28 When we consider the place of work, on the contrary, we see that 36% of the respondents are employed in Universities located in the Center of Italy and 31% in North West, reflecting the effect of large cities and total population on the dimension and number of Universities. Table 4: Individual characteristics of the sample GENDER



#



%



AGE



#



%



PLACE.BIRTH



Male Female



255 80



76 24



18-30 31-40 41-50 51-60 61-70 71-



5 52 107 98 63 10



1 16 32 29 19 3



Total



335



100



Total



335



100



Academic profile



#



%



PLACE.WORK



#



%



North West North East Center South/Islands Abroad



106 70 87 68 4



32 21 26 20 1



North West North East Center South/Islands



103 62 119 51



31 19 36 14



Total



335



100



Total



335



100



The questionnaire asked the interviewees a number of questions concerning: their academic



position; their methodological approach (the school of thought they belong to); their research field (according to the Journal of Economic Literature (JEL) classification); and the type of research they perform (empirical/theoretical). Table 5 reports the academic profile characteristics of our sample. More than half of the respondents is Full Professor while Assistant Professors are less than half the number of Associate Professors. Our data thus reflect the well known ’reversed pyramid structure’ of Italian academics in economics (Carabelli and Rosselli, 1999). Traditionally, one of the well-known differences between European and American economists has been the importance the profession has given to the methodological approach, i.e. the school of thought (Frey et al. 1984). In particular, in the Italian economic profession non-mainstream approaches have been historically very influent. Things seem to have changed. Interestingly, almost 1/3 of our sample now defines himself Eclectic.29 The other two larger groups are Neoclassical/Mainstream (18%) and No specific Method (17%). If we sum this latter group and Eclectic we have that almost half of the sample is not categorized in any of the traditional schools of thought. Among these, after Neoclassical/Mainstream, the largest are Post-Keynesian (11%) and Neo/Keynesian (7%). Even if much less relevant as percentage, our sample feature also Marxist/Sraffian, Evolutionary, Institutionalist and Behavioralist economists. Looking at the field of research (as categorized by JEL codes), we have that 17% of the respondents declare Macroeconomic and monetary economics to be their primary field. The other large groups are Industrial organization (12%), Economic development and growth (11%), International economics (10%), Public economics (9%) and Microeconomics (9%). While all JEL fields are represents in our sample, the number of economists belonging to some of them is very small. Concerning the type of research that respondents perform (more empirical or theoretically oriented), it results that they are normally distributed around the ’half and half’ option with a slightly heavier left tail. In addition to questions about the academic profile, the questionnaire asked two questions aiming at measuring the 28 Note 29 In



that in our sample there are four respondents born abroad but currently employed in Italian Universities. addition to self-classification, we have attributed to the Eclectic category the respondents (18) that inserted three or more method-



ological approaches.
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Table 5: Academic profile of the sample Variable



#



%



Total



41 100 194 335



12 30 58 100



Total



95 23 27 36 13 59 1 17 3 5 56 335



28 7 8 11 4 18 0 5 1 1 17 100



JEL1 - Schools of Economic Thought and Methodology JEL2 - Mathematical and Quantitative Methods JEL3 - Microeconomics JEL4 - Macroeconomics and Monetary Economics JEL5 - International Economics JEL6 - Financial Economics JEL7 - Public Economics JEL8 - Health, Education, and Welfare JEL9 - Labor and Demographic Economics JEL10 - Law and Economics JEL11 - Industrial Organization JEL12 - Business Admin. and Business Econ.; Marketing; Account. JEL13 - Economic History JEL14 - Economic Development, Tech. Change, and Growth JEL15 - Economic Systems JEL16 - Agricul. and Natural Resource Econ; Env. and Ecol. Econ. JEL17 - Urban, Rural, and Regional Economics Total



20 22 37 71 44 13 37 6 25 8 52 4 10 48 3 10 14 424a



5 5 9 17 10 3 9 1 6 2 12 1 2 11 1 2 3 100



ACADEMIC.POSITION Assistant Associate Full Professor METHOD Eclectic Institutionalist/Neo-Institutionalist Keynesian/Neo-Keynesian Keynesian/Post-Keynesian Marxist/Sraffian/Neo-Marxist Neoclassical/Mainstream Austrian/Neo-Austrian Evolutionary Regolation Behavioral No specific method JEL



Note (a): Some respondents declared more than one primary field. THEORETICAL.RESEARCH Empirical ↓ Theoretical Total



21 101 107 70 36 335



6 30 32 21 11 100



knowledge as well as the interest of the respondents in the Italian economy. These are reported, with their answers, in table 6. While the number of respondents whom would consider the analysis of the Italian Economy one of their research interests is not large (19%), more than 70% of them declare to be informed about the current Italian economic situation and/or having taken actively part (i.e. writing or attending seminars) in the debate. Political/value opinions and optimism



Previous contributions have shown that controlling for political opinions



is important to understand the source of variation with respect to policy prescription opinions across economists (Fuchs et al 1999, Caplan, 2001). Here we have adopted three different measures to describe the political opinions of respondents; we also asked a specific question concerning their degree of optimism.30 The first political question asked the respondents to express, using a five-points scale with extremes the State and 30 Since



these were sensitive questions, answering to them was optional.
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Table 6: Knowledge of the Italian economic situation ITALIAN.ECONOMY



EXPERT



Is the Italian economy one of your research interests? primary secondary no freq. 16 48 271 % 5 14 71



tot 335 100



Have you read/written/taken part in the debate on the current economic situation in Italy? no marginally often constantly na freq. 5 95 171 57 7 % 1 28 51 18 2



tot 335 100



the Market, which type of allocative mechanism she would prefer: the higher the value of the variable M ARKET the larger the role that should be played by the Market instead of the State in regulating the economic activity. The second question asked how much, on a five point scale, the government should intervene to favor social mobility. Thus the variable GOV.M OBILIT Y measures the respondents’ opinion about whether or not the Market is able to guarantee equality of opportunity: the higher the value of the variable GOV.M OBILIT Y the more the intervention of the government is judged necessary. The third question simply asked respondents to self-report political position along a left-right five-point spectrum. We deliberately avoided giving any definition of the two terms. The higher the value of the variable RIGHT the more right-wing the respondent.31 Finally, we have asked respondents to express their degree of optimism on a five point scale: the higher the value of OP T IM ISM the more the respondent is optimist. The four questions and the distribution of answers are reported in table 7. Italian economists seem to largely prefer the Market (with respect to the State) as allocative mechanism (µ = 3.5) but at the same time they strongly agree on the need of government intervention for favoring social mobility (µ = 4.1). Moreover, the values of RIGHT (µ = 2.1 and Consensus = 0.85) indicate that Italian economists are largely center-left32 and that take a neutral stance in terms of being optimist or pessimist. Spearman rank correlations among these variables are shown in table 8. Not surprisingly the more right-wing the more you prefer the Market (instead of the State) as allocative mechanism even if the coefficient is lower that one may expect. The low rank-correlation coefficient is confirmed by the low (0.075) weighted Kappa coefficient between M ARKET and RIGHT , indicating that the agreement between the two measure is low. Supporting government intervention to favour social mobility is negatively (but not significantly) correlated with being right-wing and ,a bit surprisingly, positively with being pro-market: these results confirms the complex and multifaceted nature of the political opinion of Italian economists. Interestingly 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, not surprisingly, it is negatively (even if insignificantly) correlated with supporting government intervention to favour social mobility. To conclude, note that the correlation between our measure of party identification (RIGHT ) and the two (more generic) political values variables (GOV.MOBILITY, MARKET ) is, contrary to previous studies, not very high.33 This suggests that our three variables are able to capture different aspects of a possibly complex political identity 31 The



fact that this was the most sensitive question is confirmed by the fact that the number of respondents was substantially reduced



with 47 interviewees not answering. 32 Interestingly also the large majority of American economists votes democratic (see table 4 in Klein and Stern, 2006). 33 For instance Fuchs et al. (1999) drop the party affiliation variable because it was highly correlated with their (composite) index of political values.
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of our respondents. Indeed this is the reason for which all our political/value variables will be used in the following regressions. Table 7: Political/values and personal attitude



MARKET



Which allocative mechanism should be given more importance in organizing economic activity? state −→ market na freq. 5 24 133 110 32 31 % 1 7 40 33 10 9



tot 335 100



µ = 3.5; rel.Entropy = 0.77; Consensus = 0.84



GOV.MOBILITY



How much should the Government be concerned with favoring social mobility? a little −→ a lot na freq. 2 15 53 115 118 32 % 1 4 16 34 35 10



tot 335 100



µ = 4.1; rel.Entropy = 0.76; Consensus = 0.84



Considering the current Italian Parliamenta party composition, where would you position yourself ? left −→ right na tot freq. 61 163 44 15 5 47 335 % 18 49 13 4 2 14 100



RIGHT



µ = 2.1 rel.Entropy = 0.72; Consensus = 0.85 (a) At the moment of the survey in the Italian Parliament were present a large number of parties with an almost perfect equilibrium between Left and Right.



OPTIMISM



Do you consider yourself pessimist −→ freq. 15 62 129 % 4 19 38



73 22



optimist 23 7



na 33 10



tot 335 100



µ = 3.1; rel.Entropy = 0.86; Consensus = 0.82 Note: the Likert scale includes five options: we coded them from 1 to 5, with the neutral mark being 3.



Table 8: Political values and personal attitude - Spearman correlation MARKET MARKET



N GOV.MOBILITY



N RIGHT



N OPTIMISM



N Note:



∗



GOV.MOBILITY



RIGHT



OPTIMISM



1.000 304 0.108* 295



1.000 303



0.404** 282



-0.0921 284



1.000 288



0.145** 295



-0.033 293



0.119** 283



means significant at 10%;



∗∗



means significant at 5%
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1.000 302



5



Analysing differences across economists’ policy proposal judgment



5.1



Policy proposals regressions



In this section we present a regression analysis aiming at measuring the association between economists’ judgment on different policy proposals and their personal, academic, methodological and political attributes. The dependent variable in our regression is the respondent’s answer to the question: do you agree that this is an useful and effective policy proposal to make the economy to recover? We relate this judgment to respondent’ individual characteristics (GEN DER, AGE, P LACE.BIRT H, P LACE.− W ORK, M OBILIT Y 34 ), academic position (ACADEM IC.P OSIT ION ), methodological approach (M ET HOD), how much empirical/theoretical is her research (T HEORET ICAL.RESEARCH), the field of research (JEL), whether the Italian economy is one of her research interests (IT ALIAN.ECON OM Y ), our four measures of political/value opinions (M ARKET , GOV.M OBILIT Y , RIGHT , OP T IM ISM ), whether she declares to have participated in the debate on the Italian economic slowdown (EXP ERT ), how much she is worried about the actual economic conditions in Italy (P REOC) and how her worries have changed with respect to the past five years (CHAN GE.P REOC). To these variables which directly come from the questionnaire, we added two more control variables which instead have been derived from the analysis of the respondent’s opinion on the causes: M AIN.CAU SE and CAU SE.CLU ST ER. The first one (M AIN.CAU SE) indicates which is, according to the respondent, the most relevant among the five macro-causes. 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 labour market works. We expect that she would be more in favor of an intervention in the labour market instead of being in favor of, for instance, creating and strengthen firm-territory link. With the second variable (CAU SE.CLU ST ER), we are instead exploiting the information we derived from the cluster analysis of the causes. Our assumption is that there may be a relationship between an individual belonging to one specific cluster of causes identified in Section 3.1 and her attitude toward the usefulness and efficacy of each of the policy proposals. Summarizing, in our empirical specification the differences in judgment across respondents about the usefulness of a specific policy proposal may depend upon: 1. individual characteristics (GEN DER, AGE, P LACE.BIRT H, P LACE.W ORK, M OBILIT Y , ACADEM IC.P OSIT ION which captures both the status of the individual and her income35 ); 2. individual specific information about the Italian economy (IT ALIAN.ECON OM Y and EXP ERT ) 3. individual interpretation of the causes of the difficulties (M AIN.CAU SE and CAU SE.CLU ST ER, P REOC and CHAN GE.P REOC); 4. individual methodological approach, field and type of research (M ET HOD, T HEORET ICAL.RESEARCH, JEL); 5. individual political/value opinions (M ARKET , GOV.M OBILIT Y , RIGHT , OP T IM ISM ) Previous research has not simultaneously considered these four possible sources of differences among economists’ opinions. Luckily we have enough information to make this step forward. Yet before proceeding, we must devote some 34 M OBILIT Y 35 The



indicate domestic migration. M OBILIT Y takes the value 1 when P LACE.BIRT H 6= P LACE.W ORK. natural relationship between the variables AGE and ACADEM IC.P OSIT ION could imply some degree of collinearity. The two



variables are however not strongly correlated and always influence the regression’s results with an opposite sign.
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attention to the important issue concerning the status of the political/value opinions with respect to M ET HOD. While one may reasonably assume that the two are not strictly correlated, one may also think that economists may have different political/value opinions just because they reflect differences in judgments about the consequences that flow from them.36 Following this line of reasoning, the opinion concerning which is the best allocative mechanism (as measured by M ARKET ) or how much should government intervene to favor social mobility (GOV.M OBILIT Y ) may well be determined by personal views on how the economy works with the latter, in turn, strongly depending on individual methodological approach, i.e. the school of thought.37 Thus in order to be confident in considering separately these two sources of variance in economists’ opinion, we verified that personal political/value variables were not a simple mirror image of M ET HOD. Our calculation show that, while the χ2 test rejects the null hypothesis that the two measures are independent (p < 0.05), the Kappa test shows that there is no agreement, controlling for randomness, between the two measures.38 These results suggest that our political/value variables are something more and different from M ET HOD. Finally, we also found that the relationship between political values and policy proposal judgment is much stronger than the relationship between M ET HOD and policy proposal judgments or M ET HOD and political/value opinions.39



5.2



Regressions results



Our next objective is to determine, for each control variable in our questionnaire, whether it is significantly related to differences in Italian economists’ opinion about the usefulness and efficacy of each of the 18 policy proposals. We run a separate weighted ordered logit regression for each policy proposal on the common set of control variables described in the previous section. The results are reported in table 9 where we mark, for each regression, the variables that are significant (p < 0.05) and we indicate the sign of the coefficient. Policy proposals are grouped according to the cluster analysis presented in Section 3.2. We indicate each cluster with Cz with z being its position from top to bottom in the dendrogram in figure 5. The covariates are instead grouped according to the four blocks of explanations described in session 5.1: individual characteristics, specific information, political/value opinions, and methodology of research. We begin considering the individual characteristics of the respondents. The overall result is that they do not show a systematic significant effect on the dependent variables. The variable AGE turns out to be significant only in four different cases;40 the variable GEN DER is significant for the C5 cluster of proposals associated to Marshallian districts 36 One



of the supporters of this view was Milton Friedman who suggested that the lack of agreement on specific policy proposals is largely



the result of different scientific evaluation and not the consequence of value judgment per se (Kearl et al. 1979). For instance, if one considers, as in Fuchs et al (1998), preferences concerning income redistribution as a measure of the respondent political view, it is easy to see how judgments about the effects of income redistribution on political harmony, crime, family stability could easily influence preferences about alternative income distributions. 37 Note that this reasoning does not hold for the variable RIGHT . Indeed, this variable encompasses a much ample set of issues which go beyond the economic domain. 38 Cohen’s Kappa coefficient (k is a statistical measure of inter-rater reliability. It is generally thought to be a more robust measure than simple percent agreement calculation since it takes into account the agreement occurring by chance. Cohen’s Kappa measures the agreement between two raters who each classifies N items into C mutually exclusive categories. If the raters are in complete agreement then k = 1. If there is no agreement among the raters (other than what would be expected by chance) then k < 0. The Kappa coefficient between M ET HOD and both M ARKET and RIGHT is negative. Between M ET HOD and GOV.M OBILIT Y is 0.011. 39 These results follow from the computation of k for political/value opinions and policy proposal judgments; M ET HODand policy proposal judgments; methods and political/value opinions. Interestingly our results mimic the ones by Fuchs et al (1998). 40 Elder Italian economist are more likely to agree on the usefulness and efficacy of improving the quality of exported good (for given specialization pattern); inducing the internationalization activity by domestic firms; creating SME consortia; and increasing (public) investment in physical infrastructures.
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literature and in some few other cases.41 The macro-region where the respondent was born (P LACE.BIRT H) has no significant effect in the regression,42 and also P LACE.W ORK has not the widespread effect one may expect considering the heterogeneity of the Italian economy at the regional level.43 Moreover, since almost half of the Italian economists is working in a different region with respect to the one where she was born, it is not surprising that M OBILIT Y is significant in only two cases. As far as ACADEM IC.P OSIT ION , individual income or individual status do not seem to play a widespread explicative role in the regressions.44 With regards to the role of specific information, it turns out that both IT ALIAN.ECON OM Y and EXP ERT variables are seldom significant. This is interesting since the former indicates whether the individual has some broader and wider knowledge of the Italian economy and the latter indicates that the interviewee has actively participated through writings to the economic debate on the Italian economy. There are however two noticeable exceptions: economists studying the Italian economy are significantly in favor of supporting the internalization of domestic firms and against a further increase in the flexibility of the labour market. Concerning the latter, relatively to the rest of Italian economists, EXP ERT s are more likely to think that what the Italian economy needs to is to proceed with more liberalizations. Considering the relationship between the respondent’s view on the causes of the difficulties of the Italian economy (CAU SE.CLU ST ER) and her agreement or disagreement with the policy proposals under scrutiny, this is significant in four out of six clusters. Actually they seem not to matter only for the proposals to proceed with more liberalizations and privatizations (C2 ), to create firm territory link and to improve the quality of exports. These are thus to proposals that would be supported independently from the different interpretation of the causes if the Italian economic slowdown. Instead, the variable M AIN.CAU SE, which captures the relative importance of the five macro-causes, is significant in only four cases. In fact, it is never significant for policy proposal clusters C2 , C5 and C6 . Not surprisingly, the economists who think that the main cause of the difficulties of the Italian economy concern the firms’ characteristics are significantly more likely to agree on the need of inducing firm’s size growth and supporting public research. Economists that indicate the Public Sector as the main cause are significantly more in favor of reducing labour market union power 45 41 Women



are significantly more in favor of supporting the creation and strengthening of firm-territory link and of SME consortia. Women



are also more likely to approve Public Administration efficiency, indicating a gender distortion in the individual costs linked to public sector inefficiency (especially in nursery, sanitary and elderly care). Men, on the contrary, are more supportive of increasing liberalization and reducing union-labour power and significantly more likely to oppose public investment in strategic sectors, controlling for M ARKET and RIGHT . 42 There are two exceptions, which are worth discussing. Economists born in the North-East of Italy are more favorable to the proposals of the C5 cluster, which is, no doubt about it, the most regionally characterized (42 out of 146 of the Italian industrial districts identified by the Italian National Statistical Institute (ISTAT) are in regions in North-East of Italy); on the other hand, respondents born in the South of Italy are less likely to agree that the problems of the Italian economy may be solved by increasing the investment in physical infrastructures. This is a striking result, given the historical infrastructural deficit of the Mezzogiorno. A tentative explanation is that for people living in the South of Italy the lack of infrastructures is not a severe problem in relative terms compared with other social and economic lags. 43 Economists working in the North-East are more supportive of both increasing liberalization and privatization (cluster C ) but do not 2 agree that changing the specialization pattern may be an effective policy proposal. Respondents working in the Center of Italy are likely to support an increase in the funding of private research and are less likely to agree that reducing precarious jobs would be useful. 44 The results indicate that the higher the academic position the less one agrees that improving the quality of export (for given specialization pattern), inducing an increase in the ICT investment by domestic firms or supporting academic and public research may be effective polices. A bit surprisingly, for all the remaining 14 policy proposals the academic position turns out to be not significant. This would suggest that personal wealth have a very minimal effect on economists’ policy proposal judgment. This seems to be in accordance with the results in Caplan (2001). 45 This results is hardly surprising considering that labour unions are still quite important in the Public Sector. For a discussion on about
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while economists for which the main cause are the characteristics of the labour market agree significantly more on the need of increasing the efficiency of the Public Administration. This suggests that policy proposals may not go hand in hand with the analysis of the causes: even if one considers a specific macro-cause as the most important, she may express a preference toward a different line of policy intervention because she consider it more feasible, easier to implement, or more effective in the short run. Economists that are more worried about the current situation (P REOC) support significantly more two policy proposals: the need of proceeding with more liberalizations and of changing the pattern of specialization. Since these are actually the proposals on which the debate has insisted more in the last decade this result is hardly surprising. What is more surprising, is the change in the sign of the regression coefficient when individual worries are measured in differences (CHAN GE.P REOC): individuals that are becoming more worried are also less trustworthy with respect to the efficacy of some of policy proposals.46 The role of methodology and of the characteristics of the research activity of the respondent are instead quite pervasive. Both the field of research (JEL) and the methodological approach (M ET HOD) result to be statistically significant, but in a very heterogeneous manner across policy proposals.47 Scholars in the History of Economic Thought appear significantly less in agreement with further increasing in the labour market flexibility or in supporting private research as effective policies to make the economy to recover. Also Quantitative and Mathematical economists are relatively more in disagreement with supporting private research but they also oppose public investment in strategic sectors. Microeconomists differ significantly with respect to other groups of Italian economists only concerning their judgment about the usefulness and efficacy of increasing labour market flexibility, being significantly disfavorable to it. As expected, International Economics scholars are significantly less confident that modifying the specialization pattern is an useful policy to be pursued. Public Economics scholars are not different from other Italian economists but for the fact that they opposing the usefulness of supporting firms’ size growth. Law and Economics scholars are less likely to agree about the need to reducing union labour but they are in favor of increasing investment in physical infrastructures. Scholars in Development Economics, Technical Change and Growth are relatively more in favor of increasing the funding of public and academic research. On the contrary, they do not consider proceeding with more liberalization an effective policy in order to make the economy to recover. Not surprisingly, Urban Economics scholars are, with respect to other economists, significantly more in favor of increasing firm-territory link and reducing precarious jobs. The two groups of scholars which turn out to have in more cases a different view with respect to other economists are Economics Systems and Agricultural Economics scholars. The former are significantly more in favor of changing the specialization pattern, favoring the increase in firms’ size, creating firm-territory links and reducing labour union power and less confident in the efficacy of supporting the internalization activity of firm or of funding private research. The latter do not agree on the need of proceeding with more privatization and with favoring firms’s size growth while they are significantly more in favor of increasing firm territory link and reducing precarious jobs. Scholars belonging to the remaining four fields (Macroeconomics and Monetary economics, Finance, Labour/Health the role of labour union in the Italian economy slowdown with particular reference to their supposed role in hampering an increase in the efficiency of the bureaucracy see also OECD (2007). 46 The negative marginal effect is significant for proceeding with more liberalization, funding academic research, reduce precarious jobs, and create and strengthen firm-territory link. 47 In four cases (policy proposal 11, 3, 5, 8 in table 5) the field of research is not significant. In other six cases (1,2,13,14,6,10) only one field turns out to be significant while in three cases the significant JEL variable are two (18, 17 and 16). The policy proposals in which the JEL variables matter most are proposals 12, 7 and 9. The same for cluster C1 , C3 and C4 , but there are no systematic effects of specific JEL on singular clusters.
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economics and Industrial Economics/Business Administration) do not express significantly different views on any of the 18 policy proposals. The significance and the sign of the variable M ET HOD48 indicate that both Institutional and Evolutionary scholars are different with respect to the majority of Italian economists only concerning one specific policy: the first supports increasing firm-territory link while the second the need for reducing precarious jobs. On all the other issues being an Institutionalist or an Evolutionary economist seems not to make any difference. Neo-Keynesian economists are more likely to support both the need for proceeding with more privatizations and the support to firms’ size growth. On the contrary Post-Keynesian are significantly more in favor of both investing in physical infrastructure and create SME consortia. Being a Mainstream economist shows some relevance in being more supportive of both liberalization and privatization. Marxists and Sraffians, on the contrary, oppose the increase in the flexibility of the labour market and both the need of supporting firms’ investment in ICT and private research. With respect to the Eclectics, economists declaring not to have any methodological approach49 are more in favor of improving the quality of export, supporting the internationalization activity by domestic firms, increase firm-territory link and also creating SME consortia but they are less likely to agree on the need of reducing labour union power. A bit surprisingly, being an empirical or a theoretical economist (T HEORET ICAL.RESEARCH) does not seem to add any additional information concerning the differences between the respondents’ judgment about the 18 policy proposals. As we have seen, the individual attitude toward life as measured by OP T IM IST is correlated with our political variables. It is thus interesting to see whether, controlling for all the other characteristics, political view variables included, being optimist has an effect on the evaluation of the policy proposals. The results of the regression analysis show that a positive attitude towards life is positively correlated with individual approval of proceeding with more privatizations, inducing the growth of firms’ size and supporting their internationalization activity. On the contrary, the more pessimist the less one agrees with the idea that increasing the flexibility of the labour market and reducing the power of the labour unions are useful policies in making the economy to recover.50 Finally, let’s focus on the role of the respondent political/value opinions. The variable GOV.M OBILIT Y results to be significant only for two proposals: the more one is in favor of government intervention promoting social mobility the more one agrees that increasing export quality and inducing internalization activity by domestic firms would be effective policies. On the contrary, out of six clusters, respondents’ general political opinion (RIGHT ) is completely related to policy proposals judgment in one case (C1 ), partially in three cases (C3 , C5 and C6 ) and it has no role in the remaining two (C2 and C4 ). The sign of the coefficients indicates that being right-wing is positively associated with agreeing more on the need of increasing labour market flexibility, reducing union labour power and strengthening the firm-territory link while it is negatively correlated with judging increasing public investment in strategic sectors and funding public and academic research useful policies to make the economy to recover. Instead being pro-market (as measured by the variable M ARKET ) is positively associated with one believing that proceeding with more privatization and liberalization, both in cluster C2 , increasing the efficiency of the bureaucracy and funding public research will make the economy to recover. It is also negatively correlated with several other policy proposals: to 48 We



have grouped Behaviouralist with Eclectic, Austrian with Mainstream and Regulationist with Post/Keynesian due to the small



number of observations for each of these methods. 49 Recall that these may be either economists not interested in defining their approach - considering it not relevant - or that do not have any. 50 It



is interesting to note that, comparing the proposals to proceed with more liberalizations vs. more privatizations, it turns out that the



difference between the two is that while optimists are significantly more likely to support privatization experts are more likely to support (only) liberalizations.
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strengthen the firm-territory link, to support firms’investment in ICT, to increase investment in physical infrastructures (all belonging to the C3 cluster) as well as in strategic sectors.51 Consensus index and regressions results One important advantage of our analysis with respect to previous ones is the possibility to combine the information about the degree of consensus for each policy proposal with the one coming from the regression analysis. This will give us some indication on which variables emerge as more relevant in relation to the difference in the level of consensus received among the 18 policy proposals. As we have seen, two are the main elements relating to the different opinions expressed by the Italian economists: their methodological approach (M ET HOD, JEL, CAU SE.CLU ST ER) and their political/values opinion (RIGHT , M ARKET , GOV.M OBILIT Y ). Indeed from reading the regression results of table 9 together with the value of the Consensus index associated to each policy proposals, some indication seem to emerge. First, the JEL variables show significance only for some specific field of research for policy proposals in the middle of the consensus range. Both the causes (CAU SE.CLU ST ER) and the methodological approach (M ET HOD), on the contrary, show significance for all levels of consensus. Although, as we already discussed, we found no evidence of a general relation between political opinions and economic policy proposals, when we consider also the degree of consensus it merges an interesting distinction between the role of M ARKET and RIGHT . Indeed, while the former turns out to be relevant for a large and dispersed number of policy proposals, the latter is significant for all the policy proposals with lower consensus while it is not for the ones with the highest. 5.2.1



Robustness checks



Additional policy proposals As described in Section 2, the list of the 18 policy proposals was derived from an analysis of the last 15 years of the literature on the performance of the Italian economy and thus it includes policies that experts on the topic have been proposing during this time span. But, obviously, the literature may do not match perfectly economists’ view or exhaust the large menu of economists’ ideas, especially concerning policy proposals. Thus, we allowed respondents to add up to three policy proposals to our list. The full list of additional policy proposals is reported in table 13 in the Appendix. There are two interesting things to note. First, the list contains a large variety of policy proposals which range from the extremely narrow and specific to exotic and vague. Second, it (indirectly) tells us something on Italian economists’ opinions about two important issues: the taxation level and public debt management. The table shows that very few Italian economists consider a reduction of the current level of taxation a strategy for making the economy to recover. This is interesting considering the fact that the reduction of the (supposedly excessively high) taxation rate has been one of the main subject in the political discourse in the last decade. Similarly, very few economists indicate reducing the current (high) public debt as an effective and useful policy to increase the economy’s growth rate. These two facts are interesting since they show how economists’ opinion may diverge in a relevant way with respect to both the laymen and the media (the positive effect of lower taxation) and the economic/political national and sovra-national institutions (high public debt as one of the main obstacle to growth). 51 It



is important to note that the simultaneous use of our two measures of the respondent political opinion (M ARKET and RIGHT )



are actually fairly appropriate to capture the complexity of the interviewee political/value vision. This is exemplified by the fact that, while being pro-market makes one opposing both the use of public investment in strategic sectors of the strengthening of the firm-territory link, being right-wing makes one to oppose the former but not the latter as a policy to make sustain the economy.
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North West. (d) The reference category is: Italian economy is not one of my research interests. (e) The reference category is cluster1. (f ) The reference category is Trade. (g) The reference category is Eclectic.



the link function is correctly specified, by all policy proposals but number 10. Notes on variables: (a) Gender = 1 if respondent is male and 0 otherwise. (b) The reference category is North West. (c) The reference category is



less is a cause of concern, it turns out that in our case there is no indication of multicollinearity. The link specification test is largely passed at the 10% level, indicating that relevant variable(s) have not been omitted and that



Notes: In the table the sign of the 5% significant coefficients are reported. The average percentage of corrected predicted probabilities over the 18 policy proposal is 68%. Adopting, as a rule of thumb, that a tolerance of 0.1 or
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Table 9: Policy proposals - Ordered Logit (weighted) Regressions



Furthermore, there are some interesting systematic differences between respondents that added additional proposals and the ones who did not.52 The result show that that mainstream economists and economists working in the North East or in the Center seem to be particularly satisfied with the set of policy proposals we have provided in the questionnaire and that, good news for us, the more the individual is an expert on the Italian economy the less likely add a policy proposal. On the contrary Quantitative and Mathematical economists, Monetary Macro-economists and leftists are significantly more likely to add some policy proposal to the 18 already listed.53 Time dedicated to answering As a second robustness check, we have investigated whether there are systematic differences across respondents that relate to the time dedicated to answering the questionnaire. This is an important issue because, if this is the case, then we would have some (although probably not crucial) bias in our results. Are there some of individual characteristics which significantly impact the time dedicated to the questionnaire (and indirectly the quality of the answers)? We have performed two experiments. In the first we have considered the whole sample and we have regressed the usual set of control variables on the time dedicated to answering the questionnaire. In the second we have restricted the sample to respondents that have completed the questionnaire in less than 40 minute and have dedicated to it at least 10 minutes.54 In this second case, we are excluding respondents who have dedicated to filling the questionare too little time (and thus being in hurry) or an excessively long time (which may indicate having done it while doing many other things). In both cases, we cannot reject the null hypothesis that the whole regression is not significant.55
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Conclusions and further research



In this paper, using the responses from a novel survey, we have documented on what and how much Italian economists’ opinions differ about the causes of the difficulties of the Italian economy and which are the policy proposals most useful to solve them. In addition we have described how differences in opinions are related to differences in the individual characteristics, the academic profile or the political and personal values of the respondents. We have shown that, similarly to what emerged from surveys on American economists, the disagreement among Italian economists is (on average) large. Yet economists do not express radical polar opposing view: they do not strongly agree or disagree on the causes and the policy proposals. Moreover, Italian economists show a larger approving attitude on policy proposals than on the causes of the actual economic conditions. The regression analysis shows that our specification can account for a significant portion of the variance in policy judgment across Italian economists. In addition, even if policy proposals turn out to show quite a degree of specificity, it has been possible to identify some systematic relationship between some of our control variables and the respondent’s opinion about each policy proposal. In particular our results show a strong correlation between economist’s political 52 We



run a logit regression of the usual set of control variables on the variable add.pol taking value 1 if the responder added at least one



policy proposal and 0 otherwise. 53 RIGHT , IT ALIAN.ECON OM Y1 ,



T HEORET ICAL.RESEARCH,



M ET HODN eoclass/main ,



P LACE.W ORKN orthEast



P LACE.W ORKcenter are all significant with negative sign while JEL2 and JEL4 are positive and significant. 54 These boundaries were selected being respectively half and the double of our estimated time needed to complete the questionnaire. 55 When we consider the whole sample, being an Eclectic, an Evolutionary or a Regional economist makes you dedicating significantly more time to the questionnaire. In this regression we are also controlling for add.pol (a dummy variable that indicates if the respondents as added a policy proposal to the list) which turns out to be non significant. If we restrict the sample (more than 10 minutes but less than 40), the significant variables become AGE, add.pol, IT ALIAN.ECON OM Y , ACADEM IC.P OSIT ION and EXP ERT , with the first three having (strongly) positive and the last two negative signs.
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values and a specific policy proposal judgment even after controlling for number of possibles confounders and in particular the respondent’s methodological approach and the field of research. Finally we have shown that the aspect of the (complex) political view of the respondent which matters most in explaining differences across Italian economists in policy proposals judgment depends on the degree of consensus on the policy itself. In contrast to what is often reported, political opinion are significantly related to policy proposals only when consensus is low. Indeed when the consensus is very high what seems to matter is the individual’s preference for the market with respect to the state as an allocative mechanism; when the consensus is very low what matters the individual’s general political view. In future research we will exploit the richness of our dataset including in the analysis also non academic economists and Italian economists working abroad with the one of the domestically based. This would add two additional elements of heterogeneity among economists: the difference of individual view about the economy due to job specificity and the role of group-specific information on individual opinions.
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Appendix Table 10: The 40 causes Number



Cause International trade and European Union policy [Trade]



1



Italian international trade specialization



2



higher international competition in goods and service markets



3



dumping and unfair international competition



4



set and quality of exported goods



5



low attraction of FDI



6



low firm propensity to internationalization



7



adoption of the Euro



8



European Commission economic policy



9



BCE monetary policy



10



primary commodity price dynamics



11



difficult international political situation



12



small firms’s size (more difficult to gaining access to credit)



13



small firms’s size (more difficult the internationalization activity)



14



small firms’ size (more difficult the adoption of new technologies)



15



small firms’s size (more difficult the innovation activity)



16



ownership structure of Italian firms



17



role of the family in firm governance



18



low risk propensity of entrepreneurs



19



excessive protection of large domestic firms



20



dynamic of investment in ICT



21



quantity and quality of infrastructures



22



quality of immaterial infrastructures (justice, authority, etc.)



23



low competition level, the existence of barriers to entry



24



bureaucratic impediments to private entrepreneurship



25



difficulties to gaining access to credit



26



persistence of the North-South economic divide



27



Mezzogiorno issue (infrastructures)



28



Mezzogiorno issue (crime)



29



productivity reduction caused by the labour market reform



30



low labour market flexibility



31



wage compression effect of ’concertazione’



32



demographic dynamics



33



low human capital demand



34



low human capital supply



35



increasing number of immigrant workers



36



labour union behavior



37



public debt level and composition



38



type of policies adopted to reduce public debt



39



low efficiency of the Public Administration



40



low efficiency of the bureaucracy



Firms’ characteristics [Firm]



Structural characteristics [Struc]



Labour market [Labour]



Government and Public Administration [Gov]
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Table 12: The 18 Policy Proposals Number 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18



Policy proposals proceed with more liberalizations proceed with more privatizations increase bureaucracy (Public Administration) efficiency change trade specialization improve quality of exported goods induce internationalization activity by domestic firms induce firms’ size growth create small and medium firms consortia create and strengthen firm-territory link increase public investment in strategic sectors increase firms’ investment in ICT funding private research funding public research funding academic research increase investments in physical infrastructures make more flexible the labour market reduce precarious jobs reduce labour union power



Table 13: Additional policy proposals Policy proposal



number of proponents



reform the education and University system favoring meritocracy enforcing rules of law reduce the cost of the political system enlarge the Welfare State support the demographic growth improve the quality of the political system support start-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 support tourism and environment reduce labour union power in the public sector incentives for increasing firms’ human capital demand increase investment in the Mezzoggiorno improve (private) firms governance improve policy coordination at the European level monitor and reduce the cost of administrative decentralization introduce fiscal federalism increase public spending sustain domestic demand reduce public spending (government expenditure) reform the pension system increase the fight against tax evasion BCE implementing an expansive monetary policy adopt support policies for SME privatize water supply increase immigration reduce immigration ease firms credit access improve transparency of credit and capital markets provide fiscal incentives for firms in depressed areas ease firing intensify economic relations with LDCs countries reduce trade protection



12 10 9 6 6 6 5 5 5 4 4 3 3 3 3 2 2 2 2 2 2 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1



Note: number of respondents that have added (at least) one proposal: 66
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