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Abstract Recent events in Europe and the United States suggest that the
liberal order is increasingly under threat as nationalist, protectionist, and populist political entrepreneurs and their agendas are gaining significant ground
across the Western world. This illiberal shift has impacted individual policy
preferences on domestic and international economic issues. Many theories have
been formulated as to which factors are more likely to explain such policy preferences. The hypothesis tested in this paper is that financial literacy affects
economic policy preferences. I analyze data from the British Election Study
and I use multinomial logit models to test my theory on three contentious issues: Brexit, immigration, and views on trade. Findings suggest that financial
literacy does affect economic policy preferences. Financially literate individuals, regardless of economic self-interest, are more likely to vote remain in the
Brexit referendum, and they are more likely to think that free trade with the
EU and immigration are good for the British economy.
Keywords Financial literacy · Brexit · United Kingdom · immigration · free
trade · policy preferences

The author would like to thank Chris Adolph, Caitlin Ainsley, Jeff Arnold, Kevin Aslett,
Jim Caporaso, Anthony Gill, James Long, Victor Menaldo, and participants to the Western
U.S. Graduate Student Research Workshop on the European Union for helpful comments
and valuable suggestions on previous versions of this article. The author would also like to
thank Elsa Fornero for inspiring her to pursue this project. Errors are my own.
Beatrice Magistro
University of Washington,
Department of Political Science,
Box 353530,
Seattle, WA 98195
E-mail: magistro@uw.edu

2

Beatrice Magistro

1 Introduction
Western liberal democracies and open economies are under stress. Nationalist
parties have achieved significant power in several European countries. The
United Kingdom is leaving the European Union. Donald Trump is president
of the United States. This illiberal shift ultimately reflects preferences held by
individuals, many of them economic.
Why, despite overall benefits to national economies, some people still oppose free trade and immigration? Why did some Brits vote in favor of Brexit,
despite the negative consequences this entails for the British economy?1 . Several theories have been formulated about which factors are more likely to explain such policy preferences. Various scholars have investigated what shapes
people’s attitudes towards trade (Burgoon and Hiscox, 2008; Hainmueller and
Hiscox, 2006; Mansfield and Mutz, 2009; O’Rourke and Sinnott, 2001; Scheve
and Slaughter, 2001a; Walstad, 1997), immigration (Daniels and Von der Ruhr,
2003; O’Rourke and Sinnott, 2006; Scheve and Slaughter, 2001a), or Brexit
(Colantone and Stanig, 2018; Goodwin and Heath, 2016; Inglehart and Norris,
2016). Despite nuances, these theories agree that preferences for free trade, immigration, and membership in the EU are largely driven either by self-interest
considerations or by cultural concerns.
I depart from extant theories in important ways. I hypothesize that financial literacy affects individual economic policy preferences. Apart from
a few exceptions (Mansfield and Mutz, 2009; Walstad, 1997), none of these
studies have investigated the effects of financial literacy on economic policy
preferences. None has articulated a theory with strong microfoundations or
formalized their intuitions, let alone tested them in a rigorous manner.
In order to clarify the underlying theoretical mechanisms, I introduce a
formal model that describes how financial literacy impacts policy preferences.
Financial literacy affects the accuracy with which an individual can evaluate
the short-term and long-term expected costs and benefits of a certain policy.
When financial literacy increases, voters who are harmed or helped by certain
economic policies are expected to weigh the costs and benefits of that policy
with more precision and less bias. This allows financially literate individuals
to make better predictions about the effects of a specific public policy on their
economic well-being. Conversely, financially illiterate individuals are less likely
to undertake cost-benefit analyses when making their policy decisions. Instead,
they may be more likely to rely on other factors such as core personal values
(for example culture, political ideology, identity, etc.), or cues from reference
groups. Therefore, they are less likely to accurately estimate the effects of a
policy on their economic well-being.
1 On free trade see: http://www.igmchicago.org/surveys/free-trade and Frankel and
Romer (1999) and Alcala and Ciccone (2004). On immigration see Leeson and Gochenour
(2015), Coppel, Dumont, and Visco (2001), Foged and Peri (2013), Hamilton and Whalley
(1984), Ottaviano and Peri (2006), Ottaviano, Peri, and Wright (2010), Peri (2009), and
Sequeira, Nunn, and Qian (2017). On Brexit see Emmerson et al. (2016)
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In doing so, I draw on a growing literature. Recent studies have analyzed
the effects of financial literacy on retirement choices and political preferences
(Lusardi and Mitchell, 2014; Lusardi, 2008; Montagnoli et al., 2016). Financial
literacy is a key factor in affecting savings, employment and retirement choices.
In the private sphere, several studies investigate the determinants and consequences of financial literacy(Behrman et al., 2010; Lusardi, 2008; Lusardi and
Mitchell, 2014; Monticone, 2010). Findings suggest that financial literacy is a
key determinant of retirement choices and wealth accumulation, as it affects
the ability of individuals to save and secure a comfortable retirement. Financial literacy may be key not only in the private sphere but also in the public
sphere, facilitating the introduction of welfare-enhancing reforms (Fornero,
2015). As Stigler (1970, p. 79) wrote in 1970, advocating for economic literacy, ‘economic logic does not tell us what to do, but it teaches us to look for
the non-obvious costs and benefits of various policies’. On the public sphere,
Montagnoli et al. (2016) find that financial literacy literacy is associated with
political orientation in Great Britain, with more financially literate people locating themselves more at the center of the political spectrum rather than at
the extremes. Furthermore, Fornero and Lo Prete (2019) find that financial
literacy does not only affect personal decisions but also policy choices, as their
findings suggest that pension reforms take less of a toll on the politicians that
passed them in countries with higher financial literacy.
To empirically support the argument, I start with an analysis of the British
Election Study (BES) data, the most comprehensive, available dataset that has
questions on both financial literacy and policy preferences. I evaluate three
contentious issues: views on trade, Brexit, and immigration. I test the hypotheses that financial literacy affects policy preferences for free trade, immigration, and Brexit. Winners from globalization (i.e. those with high incomes,
with tertiary education, performing non-routine jobs, or living in areas not
highly exposed to the Chinese import shock2 ) should be more likely to support economic openness than similarly financially illiterate individuals. Conversely, financially literate losers from globalization (those with low incomes,
with secondary education or less, performing routine jobs, or living in areas
highly exposed to the Chinese import shock) should be less likely to support
economic openness than similar financially illiterate individuals.
The findings suggest that financial literacy does affect individual policy
preferences for free trade, immigration, and Brexit. However, surprisingly,
there is not a differential effect between winners and losers from globalization,
as hypothesized. Financially literate individuals, regardless of self-reported
economic self-interest, are more likely to favor free trade with the EU, they
are more likely to vote remain in the Brexit referendum, and they are also
more likely to believe that immigration is good for the British economy than
similar financially illiterate individuals. The findings are unchanged when fi2 The Chinese import shock refers to the sudden increase in the Chinese share of total
manufacturing imports in the United Kingdom from the end of the 1980s until 2007 as
measured by Colantone and Stanig (2018).

4

Beatrice Magistro

nancial literacy is interacted with an objective measure of globalization,which
is measured through the Chinese import shock.
To address endogeneity and selection issues, I take several steps. One concern is that globalization may be driving both the decision to become financially literate and preferences for economic openness. As a result, first, I identify winners and losers from globalization based on individual self-reported
perceptions of economic condition and control for these potentially confounding variables. However, these subjective measures may contain a great deal of
heterogeneity, hence I also exploit objective region-level measures of globalization(Colantone and Stanig, 2018) to identify winners and losers. These steps
help mitigate this endogeneity concern by controlling for potential confounders
of the relationship under study. Furthermore, a second concern is that financial literacy may have little to do with self-interest and the ability to conduct
accurate cost-benefit calculations; rather it may be a proxy for more liberal
views in general, both economic and social, including tolerance for out-groups.
I address this possibility by looking at the relationship between financial literacy and social policy preferences. There is not a relationship between financial
literacy and social policy preferences, suggesting that financial literacy is not
a proxy for tolerance for out-groups and progressivism3 .
My theory and findings carry important implications. As recent events in
the developed world have illustrated to researchers, voters’ economic policy
preferences matter. They affect trade flows, immigration policy, and whether
to leave or remain in the European Union. The current backlash against globalization and European integration could lead to major welfare losses for the
overall population. If further research confirmed that financial literacy does
affect people’s economic policy preferences, this would have significant implications. First, it would provide new insights to the literature on determinants
of economic policy preferences. Second, it could clear the way for randomized
control trials in the field. The latter would permit to address internal validity issues and to accurately estimate cause and effect in the relationship of
interest. Finally, it would provide policy implications, as it would imply that
at least in the cases under analysis, in the long-term, providing economic and
financial courses from early education, may potentially increase support for
welfare-enhancing reforms.
The remainder of the paper is organized as follows. Section 2 reviews prior
approaches in the literature, section 3 lays out the theoretical argument, section 4 discusses the issue of endogeneity, section 5 presents the data and
models, section 6 contains the findings and their discussion, and section 7
concludes.
3 I hasten to emphasize that this paper is not claiming that culture or identity do not matter in affecting policy choices. Several studies find that culture does play an important role in
determining immigration, trade, or European integration policy preferences(O’Rourke and
Sinnott, 2001; O’Rourke and Sinnott, 2006; Inglehart and Norris, 2016). However, this study
examines the effect of financial literacy, which is usually unaccounted for in the previous
literature.
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2 Prior approaches
2.1 Trade preferences
Several scholars have investigated what shapes people’s economic policy preferences. With respect to free trade, economists agree that free trade is beneficial at the aggregate level4 . However, there are distributional consequences:
although the majority of people in a country benefits from free-trade, some
individuals do suffer economic harm(Acemoglu, Autor, et al., 2016; Fajgelbaum and Khandelwal, 2016; Feyrer, 2009; Irwin, 2015). One key question
then regards what shapes people’s attitudes towards trade. Most studies on
support for trade have focused on testing models predicting that trade preferences are shaped by self-interest and hence they examine how trade affects
individuals’ incomes, mostly using the Heckscher-Ohlin and the Ricardo-Viner
models(Scheve and Slaughter, 2001b). Recently, several scholars have argued
and found support for the claim that fragmented production has changed the
competitive pressures from trade, which now happen at the level of individual
jobs, rather than at the sectoral or firm levels(Acemoglu and Autor, 2011;
Owen and Johnston, 2017; Ebenstein et al., 2014; Matias Cortes, 2016). Acemoglu and Autor (2011) suggest that the routine content of tasks is key in
determining differences across occupations. Routine tasks are characteristic
of middle-skilled cognitive and manual jobs, and because the main job tasks
of these occupations rely on precise, repetitive procedures, they can be automated or outsourced easily. Indeed, findings suggest that greater task routineness leads workers to be more supportive of protectionist measures(Acemoglu
and Autor, 2011; Owen and Johnston, 2017; Ebenstein et al., 2014; Matias
Cortes, 2016).
Other scholars such as Hainmueller and Hiscox (2006)claim that the type
of information to which citizens are exposed to, such as mainstream economic
arguments, is likely to play a key role in shaping trade preferences. Mansfield
and Mutz (2009) find that educational effects almost disappear once individuals’ anxieties about involvement with out-groups in their countries and abroad
are accounted for. Mansfield and Mutz (2009) also find that people form their
trade preferences following sociotropic perceptions, not self-interest. It is thus
more likely that people’s attitudes towards trade are affected by how much
they think it affected their country as a whole rather than how much it affected them. Mansfield and Mutz (2009) also test Hainmueller and Hiscox
(2006)’s argument by adding a question on whether respondents had taken an
economic course, and they find this to have a small impact on trade preferences. One of the few studies investigating the effect of economic knowledge
on trade policy preferences is the 1992 poll conducted by Walstad (1997). The
authors ask a set of substantive economic knowledge questions and they find
that economic knowledge does have an effect on support for trade.
4
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2.2 Immigration preferences
Multiple studies have also examined the determinants of immigration policy
preferences. Several studies show that increased immigration leads to net gains
in GDP, small but temporary negative impacts on the wages of low-skilled
natives, more specifically on those without a high school diploma, it has no
direct impact on unemployment in the host country, and it actually increases
total factor productivity (Coppel, Dumont, and Visco, 2001; Foged and Peri,
2013; Hamilton and Whalley, 1984; Ottaviano and Peri, 2006; Ottaviano, Peri,
and Wright, 2010; Peri, 2009; Sequeira, Nunn, and Qian, 2017). Dustmann
and Frattini (2014) also find that immigrants that arrived to the UK after
2000, especially those from the European Economic Area (EEA), have made
a positive fiscal contribution to the UK economy.
As far as immigration preferences are concerned, studies have been testing
two main explanations: self-interest (or egotropic economic explanations such
as labor market competition or fiscal threat) and psychological mechanisms
(which emphasize immigration’s cultural impacts). Studies that test the labor market competition hypothesis draw on the factor proportion model and,
assuming perfect substitutability between workers, suggest that an influx of
low-skilled immigrants should lower wages for low-skilled natives, while raising wages for high-skilled workers (Scheve and Slaughter, 2001b). Daniels and
Von der Ruhr (2003), Scheve and Slaughter (2001a), and O’Rourke and Sinnott (2006) find that less-skilled workers are significantly more likely to favor
restricting immigrant inflows in advanced economies. However, O’Rourke and
Sinnott (2006) also find that, similarly to preferences towards trade (O’Rourke
and Sinnott, 2001), attitudes towards immigration are affected by nationalist
sentiments. Hainmueller and Hopkins (2012)review about a hundred studies
of immigration attitudes from more than two dozen countries. The authors
suggest that studies on immigration policy preferences consistently find that
these attitudes are not strongly correlated with personal economic circumstances (self-interest), instead they are shaped by sociotropic (or symbolic)
concerns about its cultural effects on the country as a whole. They argue that
studies that find a correlation between education and immigration attitudes
may actually be capturing something else, such as differences in tolerance,
ethnocentrism, cultural capital, or sociotropic assessments (Citrin et al., 1997;
Chandler and Tsai, 2001; Card, Dustmann, and Preston, 2012).

2.3 Brexit preferences
With respect to Brexit, the Institute for Fiscal Studies (IFS) estimated that
the United Kingdom could lose 4% of its GDP by 2030 if it loses access to
the European Union single market(Emmerson et al., 2016). Although there is
a consensus among most economists around central estimates of the costs of
Brexit, there is also uncertainty, as these range from a cost of a few percentage
points up to 10% of GDP (Miles, 2016). Furthermore, a poll commissioned
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by the Observer and carried out by IPSOS Mori also found that among 600
economists, 88% agreed that Brexit would damage the UK’s growth prospects
over the next five years(Sodha, Helm, and Inman, 2016).
Recent studies drawing on aggregate-level data(Colantone and Stanig, 2018;
Goodwin and Heath, 2016) and individual level-data(Colantone and Stanig,
2018; Halikiopoulou and Vlandas, 2018; Inglehart and Norris, 2016) have investigated the determinants of Brexit. Most works have tested whether economic
insecurity or cultural cleavages best explain preferences for Brexit. Goodwin
and Heath (2016)examine the relative importance of social class, age, immigration, and ethnic diversity in affecting attitudes towards Brexit and find that
support for Brexit is polarized along education lines. Initially they suggested
that support for Brexit was lower in places with more immigrants, however,
once they account for changes in levels of migration they find that areas that
experienced a sudden influx of immigrants over the last years tended to vote
more in favor of Brexit. Conversely, Colantone and Stanig (2018) find that
immigration has no effect on Brexit, but rather globalization, in the form of
Chinese import shock, turns out to be the key determinant of regional support for Brexit. Halikiopoulou and Vlandas use BES survey data and show that
economic insecurity has profound effects on support for Brexit: low-income respondents with no education, working in routine occupations, and who have
faced the largest impacts of immigration from the EU are more likely to support Brexit(Halikiopoulou and Vlandas, 2018). These findings stand in contrast to Inglehart and Norris (2016), who use seven waves of the European
Social Survey (ESS) and test both the economic insecurity and cultural backlash hypotheses on support for populism. Inglehart and Norris (2016) find
the most convincing evidence supporting the cultural backlash thesis. They
thus suggest that traditional values and retro norms, especially among the
older generation and less-educated groups, are bigger determinants of Brexit
than economic factors among the so-called left-behind by globalization and the
knowledge economy, such as low-waged manual workers, unemployed workers,
and those living on lower incomes.

2.4 The state of the art on financial literacy
In a landscape where the complexity of financial and economic decisions is
increasing, the level of financial literacy held by individuals and their ability to make sound financial and economic decisions has also become more
important. Financial literacy is defined by the OECD as ‘a combination of
awareness, knowledge, skill, attitude and behavior necessary to make sound
financial decisions and ultimately achieve individual financial well-being’. Financial literacy has been consistently measured by questions on basic financial
concepts, such as the working of interest compounding, the difference between
nominal and real values, and the basic risk of diversification (Lusardi, 2008).
These questions aim to measure a person’s understanding of how to balance
a budget, how compound interest works, how inflation affects one’s income.
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Financial literacy has been determined to be a key factor in affecting savings,
employment, and retirement choices. Individuals have to make decisions not
just on their personal finances but often also on public ones. Many countries
have asked citizens to vote on economic reforms (be they Brexit, or pension reforms, etc.)(Lusardi, 2015). One area where research has considerably grown is
that on the relationship between financial literacy and retirement choices. Several studies find that financial literacy affects the ability of individuals to save
and to secure a comfortable retirement (Lusardi, 2008; Lusardi and Mitchell,
2014). Women, minorities, and those without a college degree appear to be
more likely to display low financial knowledge. Findings also suggest that one
third of adults in their 50s have failed to develop any type of retirement saving
plan. Poor planning may be a primary result of financial illiteracy. Furthermore, a recent study by Montagnoli et al. (2016) finds that there is a link
between financial literacy and political orientation in Great Britain: financially literate individuals are between 11 and 19% more likely to orientate at
the center-left or center-right of the political spectrum rather than at the extremes. They also find that financially literate individuals are more likely to
have a stable political orientation over time. The authors interpret these findings as suggesting that greater financial literacy leads to greater stability of
moderate political views and orientation. Finally, Fornero and Lo Prete (2019)
investigate how financial literacy affects voting in the aftermath of a pension
reform and they find that pension reforms take less of a toll on the politicians
that passed them in countries with higher financial literacy scores. The complex nature of pension reforms requires some basic financial knowledge, such
as notions of accumulation, compound interest, debt, and risk diversification.
The authors suggest that if a reform is needed and citizens understand it, they
are less likely to oppose its introduction. If, instead, a reform is expected to
lead to differential outcomes and priviliges, more financially literate individuals would be better placed to realize this and oppose the reform(Fornero and
Lo Prete, 2019). The authors’ results also suggest that financial and economic
knowledge has distinctive features that more general dimensions of education
do not capture(Fornero and Lo Prete, 2019).

3 Theoretical argument
3.1 Model
The model assumes that individuals are guided largely by self-interest. Financial literacy is expected to have an impact on an individual’s accuracy
at calculating the effects of a specific policy on their expected utility. In the
model, for simplicity, the are two types of individuals: financially literate and
financially illiterate. Each individual has his or her own prior probability distribution over U , one random variable describing the unknown levels of utility
that a policy will bring. The individuals’ prior beliefs about U can be represented by a uniform distribution on bounded intervals (Calvert, 1985), so no
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utility level is any more likely than another. This will be the unit interval, so
that all utility values lie between zero and one. Both types of individuals’ prior
subjective probability density functions for the policy’s utility are:
f (u) = 1, if 0 ≤ u ≤ 1
= 0, otherwise
Then, each individual will observe X, the signal about U , which will vary
across different individuals and which will depend on the true but hidden
utility of the policy and on α, an accuracy parameter which will be described
below. The signal X will be more informative for financially literate people, as
they can conduct more accurate cost-benefit analyses; conversely, it will be less
clear and less informative for financially illiterate people, who are less likely to
be accurate at estimating the effects of a policy on their individual economic
well-being and who may be more likely to rely on other decision-making factors
such as core personal values (for example culture, political ideology, identity,
etc.), or cues from reference groups, and on less correct cost-benefit analyses
to make their decisions. The signal X is a continuous variable. Its mean, µ,
represents the utility inferred from the signal, and the distance between the
policy’s actual utility and the utility inferred from the signal is the bias. Its
variance, σ 2 , represents the precision over the signaled utility.
X ∼ T N (µ, σ 2 , 0, 1)
µ = uα
σ 2 = (logα + σˆ2 )2
X has a truncated normal distribution and lies within the interval X ∈
[0, 1]. The closer the signal is to 1 the better the policy is argued to be, the
closer the signal is to 0 the worse the policy is argued to be. The constant
α ∈ [1, 10], which I will call the accuracy parameter5 , has two effects on the
signal X itself, one on bias and the other on precision. I argue that α is equal
to 1 for financially literate individuals as their ability to do more sophisticated
cost-benefit analyses will give them a more precise and unbiased estimate
of the expected utility of the policy, hence the verdict from the signal will
most likely be very close to the true utility of the policy (see Figure 1 and
Figure 2). Moreover, the variance around the signal will be smaller (it will be
assumed fixed at σˆ2 for financially literate individuals and in these examples it
5 If I allowed 0 < α < 1, it would be possible to also overestimate the benefits of a policy,
whereas in the current setting a financially illiterate person would always be more likely
to underestimate the benefits of a policy; for this model this complication is unnecessary.
Since each policy under discussion can go in both directions (e.g. Brexit or Remain, free
trade or protectionism, immigration or protectionism. If you are a financially illiterate loser
from globalization, overestimating the benefits of free trade is equivalent to saying you are
underestimating the benefits of protectionism), the accuracy can be in either direction even
with α > 1
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is set at 0.001 for simplicity) as they can be more confident of their estimate.
Conversely, for financially illiterate individuals α will be any number greater
than 1, suggesting that as there are varying degrees of inaccuracy, there is
more uncertainty over the expected utility of the policy, and when the signal
is more biased (so α is greater than one) the verdict is unlikely to be close to
the true utility of the policy (see Figure 3, Figure 4, Figure 5, and Figure 6 for
examples). Furthermore, X will also have larger variance, as the signal might
not be as clear and informative. With larger values of α, it is very unlikely that
the signal will communicate that the policy is good, no matter how good the
policy actually is. The reasons why financially illiterate individuals will have
different values of α could be several and they are not the topic of investigation
here: it could be that the individual may not be conducting correct cost-benefit
analyses, he or she may be getting biased but inexpensive cues from certain
interested reference groups (such as politicians, employers’ associations, or
labor unions), or she may rely on ideology or other core personal values to
make her decisions and these may not necessarily be reflecting her objective
individual economic interest.
After observing X = x, the individual updates his or her prior, using Bayes
rule, which gives f (u|x), the posterior distribution of U :
f (u|x) = R 1
0

f (u) · P (X = x|U = u)
f (u) · P (X = x|U = u)du

Figure 7 shows the maxima a posteriori (MAP), the parameter values with
highest posterior probability, for the same utility level (in this example u =
0.8) but different values of α. As α goes to 1, the updated belief about the
expected utility from the policy is more likely to be closer to the true utility
of the policy. Conversely, as α increases, the distance between the most likely
signal and the true utility of the policy increases.
In order to show what type of individual is more likely to more accurately
assess the effect on her economic well-being of a specific economic policy, we
have to first calculate the expected utility of the policy given the signal:
Z
E(U |X) =

1

u · f (u|x)du
0

and then calculate the difference between E(U |X) and the true utility of
the policy u:
| (E(U |X) − u) |
For all levels of utility (Figure 8 shows that this is the case for u=0.8),
indeed the difference between the expected utility of a policy after receiving
the signal x and the true utility of the policy u is smallest when α is equal to
1, hence implying that financially literate individuals are more likely to more
accurately assess the effect of a specific economic policy on their expected
utility than financially illiterate individuals.
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Fig. 1: µ when financial literacy=1, α=1 and true utility u=0.8
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Fig. 2: Truncated normal distribution of X when financial literacy=1, α=1
and true utility u=0.8

3.2 Individual preferences for Brexit, immigration, and free trade
In the baseline scenario, the model suggests that when financial literacy increases, voters who are harmed or helped by certain economic policies are
expected to weigh the costs and benefits of that policy with more precision
and less bias and as a result, they are more likely to accurately estimate what
effect that policy is going to have on their expected utility. This is going to
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Fig. 3: µ when financial literacy=0, α=2 and true utility u=0.8
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Fig. 4: Truncated normal distribution of X when financial literacy=0, α=2
and true utility u=0.8

give more definitive answers when the expected utility of a policy is easy to
calculate and there is little variation on its effects on different subpopulations.
However, although in some circumstances there is near consensus on the aggregate effects of a certain policy, in other circumstances there may be more
disagreement, even among experts, especially on its distributional impacts.
This is the case for all the three policies under investigation here, as discussed
in depth in the sections on trade, immigration, and Brexit preferences. There
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Fig. 6: Truncated normal distribution of X when financial literacy=0, α=4
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is near consensus among experts that free trade and the free movement of
labor lead to efficiency gains, however, they both come with distributional
consequences, as at least in the short run, a minority loses while the majority
wins, hence explaining why we still see preferences for protectionism.
The hypotheses are based on the interaction between financial literacy
and subjective and objective measures of self-interest, which tap how specific
groups are differentially affected by certain economic policies. When using
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subjective measures of self-interest, following the sectoral, factoral, and more
recently individual task-level models, the winners from globalization are people who own abundant factors of production and people perfoming non-routine
taks. Conversely, the losers are people who own scarce factors of production
and people perfoming routine taks. When using the objective measure of selfinterest, following Colantone and Stanig (2018), the winners are people living
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in areas not highly exposed to the Chinese import shock, while the losers are
people living in areas highly exposed to the Chinese import shock. A financially literate winner from economic openness is expected to be more likely to
favor the policy that gives her the highest expected utility than a financially
illiterate individual, as the distance between her expected utility and the true
utility of the policy is smaller for her than for similar financially illiterate individuals. Hence, the financially literate winner from globalization is more likely
to favor the policy with the highest true utility, i.e. economic openness, than
the financially illiterate. Conversely, financially literate losers from globalization are expected to be more likely to support protectionist measures than
similar financially illiterate individuals. Hence, I will argue that a financially
literate loser from globalization is more likely to hold protectionist positions
than a similar financially illiterate individual. Conversely, financially literate
winners from globalization are more likely to support economic openness than
similar financially illiterate individuals.
1. Financially literate winners from economic openness are more likely to vote
‘Remain’ in the Brexit referendum than financially illiterate winners;
2. Financially literate winners from economic openness are more likely to
think that immigration is good for the British economy than financially
illiterate winners;
3. Financially literate winners from economic openness are more likely to
think that free trade with the EU is good for the British economy than
financially illiterate winners;
4. Financially literate losers from economic openness are more likely to vote
‘Leave’ in the Brexit referendum than financially illiterate losers;
5. Financially literate losers from economic openness are more likely to think
that immigration is bad for the British economy than financially illiterate
losers;
6. Financially literate losers from economic openness are more likely to think
that free trade with the EU is bad for the British economy than financially
illiterate losers.
4 Endogeneity
An issue with this empirical approach is endogeneity. If there were no time
and budgets constraints, the optimal way to test the hypotheses would be
through a randomized controlled trial (RCT). An RCT would allow us to tackle
internal validity issues and to correctly estimate cause and effect within the
sample of interest. The experiment would imply implementing a pilot course
on introductory economics and finance and giving this course to the treatment
group but not to the control group, in both of which people would have been
randomly assigned. Before and after giving the treatment both groups would
be asked, among other survey questions, policy preferences questions. That
way, it would be possible to test if the treatment had any effect into shifting
individual policy preferences. This, however, would be subject to large time
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and budget constraints and may not be feasible. Foregoing the experiment
means that I am not able to avoid selection bias, confounds, and omitted
variable bias completely. Analyzing existing data on financial literacy and
policy preferences does not allow me to rule out all alternative explanations as
an experiment would, but, so much as the data available permits me, I attempt
to partially address this problem by laying out all of the causal assumptions I
make and controlling for the relevant confounders6 .
One significant issue with this empirical approach regards omitted variable
bias. Globalization may affect both preferences for economic openness and the
propensity to acquire financial literacy, as people receiving more globalization
spoils may have more resources to invest in the first place, and this would
require them to become more financially literate. The problem with the selfreported measures of economic conditions (such as education, income, and
routine tasks) available is that they contain a significant amount of heterogeneity and they may not be tapping correctly who the globalization winners
and losers are. Colantone and Stanig (2018) provide an objective measure
of globalization through the Chinese import shock. More specifically, regions
more exposed to the Chinese import shock, due to their sectoral specialization, are expected to face larger employment losses and declining wages as
Chinese imports rise. In particular, they show that support for Leave is significantly higher in regions where the Chinese import shock is higher(Colantone
and Stanig, 2018). Hence, one possibility is that globalization and its pressures
may be affecting both a person’s decision to acquire financial literacy and their
preferences for economic openness. Unfortunately, a time-varying measure of
financial literacy, which would allow me to see if this changes based on changes
in globalization pressures, is not available. However, in all my models, I control
for globalization, using Colantone and Stanig (2018)’s objective measure. Furthermore, I also run three models in which I interact financial literacy with this
objective measure of globalization, to test what the effect of financial literacy
is for different levels of globalization pressures, going beyond the potentially
imperfect self-reported measures of economic condition(Colantone and Stanig,
2018).
The second issue also pertains to omitted variable bias. There is a possibility that financial literacy may have little to do with self-interest, but rather
it may be a proxy for liberal views in general, including tolerance for outgroups, which are not measured in the survey. More educated people may be
more financially literate and also more likely to be more progressive and tolerant not only in their economic views but also in their social views. I argue
that this is unlikely to be the case and I use the following causal diagram (or
directed acyclic graph - DAG) in Figure 9 to lay out the hypothesized causal
relationships between the variables of interest, which will then be tested in
the empirical section of the paper. More specifically, I will investigate whether
financial literacy predicts attitudes towards gay and lesbian civil rights. The
lack of an arrow connecting financial literacy and social policy preferences
6

See online appendix A for a directed acyclic graph.
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suggests the lack of a direct relationship between financial literacy and social policy preferences, as people are not expected to make decisions on social
policies based on costs and benefits calculations. There is also no arrow connecting directly tolerance for out-groups and financial literacy, instead they
are expected to both be affected by the same set of variables: age, gender,
education, and income. In this specification, financial literacy and social policy preferences are conditionally independent given a set of variables Z (here
income, education, age, and gender). This means that any relationship that
may exist between financial literacy and social policy preferences can be explained by income, education, gender, and age. Hence, financial literacy and
social policy preferences may appear related if Z were not considered, but if we
control for Z by holding it constant, then any apparent relationship between
financial literacy and social policy preferences should disappear7 .

Income

Age

Gender

Education

Financial
Literacy

Tolerance for
out-groups

Social Policy
Preferences

Note: The white squares represent the treatment, financial literacy, and the outcome variable, social policy preferences. The gray arrows represent biasing paths between variables.
The black squares represent potential confounders, while the gray square represents an unmeasured variable.

Fig. 9: Causal diagram for the relationship between financial literacy and social
policy preferences

7 This is also tested with the R package daggity, which after specifying a dataset and a
DAG tests conditional independence parametrically, using a test of residual independence
after linear regression is performed. The findings from this test already suggest that social
policy preferences and financial literacy are independent once we condition on age, gender,
income, and education.
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5 Methodology
5.1 Data
The British Election Study(Fieldhouse et al., 2018) contains data on financial
literacy in the United Kingdom and allows me to test the hypotheses. The BES
internet panel data includes over 25,000 individuals and is conducted twice a
year. However, the financial literacy questions were asked in Wave 2 (2014) to
a sub-sample of 5,555 British respondents and in Wave 4 (2015) to a different
sub-sample of 5,399 Scottish respondents only. I use the BES Wave 2 for the
core of my empirical analysis 8 . The BES follows some of the individuals in the
next waves, this allows me to use Wave 7 (2016) too, as some of the dependent
variables are only available in later waves. However, not all respondents are
followed through in subsequent waves. Depending on the dependent variable
of interest, the total number of observations ranges between 3,000 to 5,5559 .
My first dependent variable comes from wave 2 and is: ‘If there was a referendum on Britain’s membership of the European Union, how do you think you
would vote?’. My second dependent variable come from wave 2 and is: ‘Do you
think immigration is good or bad for Britain’s economy?’10 . My third dependent variable comes from wave 7 and is: ‘Is this good or bad for Britain: Free
trade with Europe’11 . Table 1 shows descriptive statistics for the dependent
variables. Furthermore, as mentioned in section 4, I also test the relationship between financial literacy and social policy preferences. The social policy
preference I consider comes from wave 2 and asks whether the following have
gone too far or have not gone far enough in Britain: ‘Attempts to give equal
opportunities to gays and lesbians’.
My covariate of interest is financial literacy and it is measured by the
number of correct answers to three questions, which are reflecting knowledge
about interest compounding, inflation, interest rates, and risk diversification
(Lusardi, 2008; Lusardi and Mitchell, 2014; Montagnoli et al., 2016). Table
2 shows descriptive statistics for my covariates of interest. The first question
8 I analyzed the BES Wave 4 as an additional test and findings are similar, results are
available upon request.
9 I used multiple imputation with the R package Amelia in order to deal with missing
observations.
10 It’s an ordinal variable that takes values from 1(bad) to 7 (good), and ‘don’t know’. I
recoded it so to take values from 1 to 3 and ‘don’t know’.
11 The question on the British referendum clearly measures a personal preference on the
matter. However, due to data availability, the questions on free trade and immigration
ask the respondent what she thinks is best for Britain. It is possible that these people may
actually have a different personal preference on the issue. Mansfield and Mutz (2009) use five
survey questions to generate their dependent variable on support for free trade, ranging from
questions which ask about personal preferences on various facets of international economic
relations to questions that ask the respondent what she thinks is best for her country, and
they find that although those items do not address the same issues, people’s preferences
are very consistent, with a Cronbach’s alpha greater than 0.80 and a Cramer’s V that also
averages about 0.80 for pairs of items. Hence, Mansfield and Mutz (2009) suggest that
people’s attitudes are consistent across different questions and it would be appropriate to
describe them as having a single underlying protrade or antitrade preference.
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is: ‘Suppose you have £100 in a savings account with an interest rate of 2%
per year. If you never withdrew any money from this account, how much do
you think there would be after 5 years?’ The answers are: 1) More than £102,
2) Exactly £102, 3) Less than £102, 4) Don’t know, and 5) Prefer not to say.
The second question is: ‘Suppose inflation is 2% per year and you have put
money into a savings account with an interest rate of 1% per year. Assuming
that you buy the same things today and in one year’s time, do you think you
would be able to buy more with the money in this account in one year than
today, less in one year than today, or do you think you would be able to buy
exactly the same things in one year as today?’ The answers are: 1) More than
today, 2) Exactly the same as today, 3) Less than today, 4) Don’t know, and
5) Prefer not to say. The third question asks: ‘Which one of the following do
you think is the riskier asset to invest in?’ The answers are: 1) An individual
share in a company, 2) A portfolio of different company shares, 3) The risk is
the same in both cases, 4) Don’t know, and 5) Prefer not to say. The variable
of interest combines these three questions and measures the number of correct
answers to the questions: 1) 0 correct answers, 2) 1 correct answer, 3) 2 correct
answers, and 4) 3 correct answers.
In order to investigate the effect of subjective and objective economic selfinterest, following the most recent research on the determinants of individual
trade preferences, I include measures of the respondent’s skill level and occupational task that they perform and interact them with financial literacy.
Owners of relatively abundant factors of production benefit from trade, and in
the case of the U.K., the abundant factors are highly skilled labor and capital.
Due to do data availability, I use household annual income as a proxy of capital
endowment and level of education to measure skill endowment (Hays, Ehrlich,
and Peinhardt, 2005; Mansfield and Mutz, 2009). In order to distinguish occupational tasks based on the risk of displacement, I rely on the recent literature’s
distinction between routine and non-routine tasks(Acemoglu and Autor, 2011;
Matias Cortes, 2016; Halikiopoulou and Vlandas, 2018). Education is a dummy
variable indicating the respondent’s qualification, low education includes anyone who has a secondary education or less and high education anyone who has
a university degree (undergraduate or postgraduate)12 . The variable routine
is derived from a variable that reports NS-SEC analytic classes, operational
categories, and sub-categories. Following the recent literature (Acemoglu and
Autor, 2011; Matias Cortes, 2016; Halikiopoulou and Vlandas, 2018), I classify occupations into two groups based on whether the occupation is intensive
in routine tasks, which are more likely to be traded and replaced by technology, or not.13 Income is an ordinal variable that indicates in which bracket
the household’s respondent gross income is. I have recoded this variable so
that it takes three values based on whether the respondent’s income is be12 I use two education groups as it is the conventional division in labor economics, however,
the results’ significance does not change by using three groups (no qualifications, secondary
education, and tertiary education)
13 As a result of the fact that we do not have detailed occupational data, there might be
a significant amount of heterogeneity in each occupation group.
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low the 25th percentile, between the 25th and 75th percentile, and above the
75th percentile. Furthermore, I also exploit region-level measures of globalization(Colantone and Stanig, 2018). Colantone and Stanig (2018) identify losers
from globalization as individuals concentrated in regions that have been historically specialized in manufacturing activities that have been overtaken by
China. Areas more exposed to Chinese competition have witnessed a fall in
employment not just in the affected industries, but more in general across industries, as local labor markets have not adjusted fast enough(Colantone and
Stanig, 2018; Autor, Dorn, and Hanson, 2013). Hence, I use their measure of
the Chinese import shock to determine winners and losers from globalization
at the regional level14 .
In order to avoid confounding bias, I control for income, education, age,
gender, and whether the respondent lives in an area highly exposed to the Chinese import shock or not15 . Table 3 shows descriptive statistics for interaction
terms and control variables, from one of the imputed datasets (N = 5,555).

5.2 Models
To test my hypotheses, I use multinomial logit models. Let Yi be the unordered
categorical dependent variable for individual i which takes an integer values
j = 1, ..., J. I model respondent i’s policy preference using multinomial logistic
regression:
Yi ∼ M ultinomial(Yi | πi,j )
(1)
where πi,j = P r(Yi = j) for j = 1, ..., J.
exp(µi,j )
πi,j = PJ
k=1 exp(µi,j )
µi,j = βj0 +

P
X

βj,k xi,k ,

(2)

(3)

k=1

where x is a vector of k explanatory variables for observation i and β is a
vector of coefficients for category j. Category J is assumed to be the baseline
category. I estimate thirteen models using this specification, with different outcome variables and interaction terms. In models 1A, 2A, and 3A the outcome
variables are respectively Brexit, immigration, and free trade, and financial
literacy is interacted with education. In models 1B, 2B and 3B the outcome
14 More precisely, I identify winners as those living in areas with (mean - 1 standard deviation) of the import shock value, and losers as those living in areas with (mean + 1 standard
deviation) of the import shock value. Moreover, the analysis is performed at the NUTS3 level of regional disaggregation. The NUTS-3 measure for each individual was matched
based on the available measure of local authority unit in the BES. In the dataset there are
in total 167 NUTS-3 British regions, the most disaggregated level. For more information on
the import shock measure see Colantone and Stanig (2018).
15 In online appendix A I use a causal diagram (DAG) to explain causal relationships
between variables and which variables should be conditioned on
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Table 1: Descriptive statistics of the dependent variables for the imputed
dataset (N = 5,555)
Relative frequency, %
Vote intention on Brexit
Stay in the EU
Leave the EU
I would not vote
Don’t know

43.9
38.5
3.7
13.9

Bad
Neither good nor bad
Good
Don’t know

39.3
16.9
36
7.8

Good for Britain
Neither good nor bad for Britain
Bad for Britain
Don’t know
Attempts to give equal opportunities to gays and lesbians
Not gone nearly far enough
Not gone far enough
About right
Gone too far
Gone much too far
Don’t know

58
22
8.5
11.5

Immigration good or bad for economy

Free trade with Europe is

6.5
15.4
41.2
16.5
14
6.4

Table 2: Descriptive statistics of the covariate of interest for the imputed
dataset (N = 5,555)
Financial literacy index
# Correct answers
%
Financial literacy questions
Interest rate
Inflation
Risk diversification

3
47.2

2
28.5

1
15.3

0
9.0

% Correct
84.2
74.7
55.0

% Incorrect
7.4
9.9
24.1

% Don’t know
6.0
12.5
18.9

% Refuse to answer
2.4
2.9
2.0

variables are respectively Brexit, immigration, and free trade, and financial
literacy is interacted with routine occupation. In models 1C, 2C and 3C the
outcome variables are respectively Brexit, immigration, and free trade, and
financial literacy is interacted with income. In models 1D, 2D, and 3D the
outcome variables are respectively Brexit, immigration, and free trade, and financial literacy is interacted with the Chinese import shock. Finally, in model
4A the outcome variable is attitude towards gay and lesbian civil rights and the
independent variable is financial literacy. Individual respondents are clustered
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Table 3: Descriptive statistics of the controls for the imputed dataset (N =
5,555)
Rel. frequency, %
Education
Low education
High education
Income
Low income
Middle income
High income
Occupation W2 (W7)
Non-routine
Routine
Male
Age
Import shock

55.6
44.4
30
43.8
26.2
73.4 (71.7)
26.6 (28.3)
50.8
Mean
52.6
0.32

Sd
15.1
0.13

by region. However, the number of clusters is very small. There are only 11
regions: North East, North West, Yorkshire and the Humber, East Midlands,
West Midlands, East of England, London, South East, South West, Wales and
Scotland. When the number of clusters is small, cluster-robust standard errors
(CRSEs) can produce misleading inferences, where confidence intervals are too
narrow and false positive rates too common, even though the model is consistent and there are several observations in each cluster (Angrist and Pischke,
2009; Esarey and Menger, 2016; Green and Vavreck, 2008). As a result, in all
models I apply pairs clustered bootstrapped t-statistics (PCBSTs) with CRSE
replicates. Esarey and Menger (2016) argue that applying cluster-adjusted tstatistics (CATs) or PCBSTs with CRSE replicates is a valid way of limiting
the false positive rate when conducting hypothesis tests for multinomial models with a small number of clusters 16 .
6 Findings
6.1 Financial literacy and self-reported measures of economic condition
I first estimate Equation 1 for the three different dependent variables and
I test first whether financially literate winners from economic openness (as
measured by self-reported indicators of economic condition) are more likely
to vote Remain in the Brexit referendum, to think that immigration is good
16 I used the R package clusterSEs to estimate cluster-robust p-values and confidence
intervals using PCBSTs for multinomial logit models and I used the CRSE replicates to
plot the figures. The R package documentation suggests that I drop the fixed effects for
regions because they are absorbed into cluster-level coefficients
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for the British economy, and to think that free trade with the EU is good for
the British economy than similar financially illiterate individuals. Secondly, I
test whether financially literate losers from economic openness are more likely
to vote Leave in the Brexit referendum, to think that immigration is bad for
the British economy, and to think that free trade with the EU is bad for the
British economy than similar financially illiterate individuals.
All the figures are plotted using CRSE replicates. Figure 10, Figure 12,
Figure 14, Figure 16, Figure 18 and Figure 20 show respectively the expected
probabilities of voting for or against Brexit, favoring or not favoring immigration and free trade with the EU, based on financial literacy and education,
routine occupation, and income. Figure 11, Figure 13, Figure 15, Figure 17,
Figure 19 and Figure 21 show instead first differences of the probabilities of
voting for or against Brexit, and favoring or not favoring immigration and
free trade with the EU between financially literate individuals (respondents
who got all financial literacy questions correct) and financially illiterate individuals (those who got no correct answers), by education, routine occupation,
and income groups, with 95% confidence intervals. Online appendix B shows
log-odds with standard errors in parentheses, and cluster bootstrap p-values.
Financial literacy is interacted with education, income, and routine occupation to test whether financial literacy has differential effects on support
for economic openness between winners and losers from globalization. What
emerges is that financially literate individuals, regardless of self-reported economic self-interest, are more likely to support immigration, free trade, and
remaining in the EU than financially illiterate individuals. To understand the
substantive importance of these findings, looking at Figure 11, we can see
that an individual with high education who answered all 3 financial literacy
questions correctly (who we define as a financially literate individual) is 19.5%
more likely to vote Remain in the Brexit referendum than a similar individual who answered no questions correctly (from here on financially illiterate
individual). If we look at losers from economic openness we can see that financially literate individuals with low education are actually slightly less likely, by
1%, to vote Leave in the Brexit referendum than similar financially illiterate
individuals, however, this is not significant at the 95% confidence level, and
hence the effect is not distinguishable from zero. They are also 14.5% more
likely to vote Remain than a financially illiterate respondent. In a similar way,
with respect to preferences for immigration, one example is Figure 17, which
shows that a financially literate individual with high education is 19.4 % more
likely to think that immigration is good for the British economy than a similar
financially illiterate individual. If we look at losers from economic openness we
can see that financially literate individuals with low education are, contrary to
expectations, 10.2% less likely to think that immigration is bad for the British
economy than similar financially illiterate individuals. They are also 13.6%
more likely to think that immigration is good for the British economy than
a financially illiterate respondent. And finally, with respect to preferences for
free trade, one example is Figure 23, which shows that a financially literate
individual with high education is 29.8% more likely to think that free trade
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Fig. 10: Expected probabilities of voting Remain or Leave in Brexit referendum
- Education
Fin illiteracy (1) compared to literacy (4)
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Fig. 11: First differences in probability of voting Remain or Leave in Brexit
referendum - Education

with the EU is good for the British economy than a similar financially illiterate
individual. If we look at losers from economic openness we can see that financially literate individuals with low education are, contrary to expectations,
less likely, by 9.8%, to think that free trade is bad for the British economy
than similar financially illiterate individuals. They are also 31.5% more likely
to think that free trade is good for the British economy than a financially
illiterate respondent.
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Fig. 12: Expected probabilities of voting Remain or Leave in Brexit referendum
- Routine vs non-routine occupations
Fin illiteracy (1) compared to literacy (4)
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Fig. 13: First differences in probability of voting Remain or Leave in Brexit
referendum - Routine vs non-routine occupations

6.2 Financial literacy and globalization measured by the Chinese import
shock
Secondly, to partially address the issues with self-reported measures of economic condition, I again estimate Equation 1 for the three different dependent
variables. However, this time I interact financial literacy with an objective
indicator of globalization, as measured by the Chinese import shock. Hence,
I test first whether financially literate winners from economic openness, i.e.
individuals living in areas less exposed to the Chinese import shock, are more
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Fig. 14: Expected probabilities of voting Remain or Leave in Brexit referendum
- Income
Fin illiteracy (1) compared to literacy (4)
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Fig. 15: First differences in probability of voting Remain or Leave in Brexit
referendum - Income
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Fig. 16: Expected probabilities of thinking immigration is good/bad for UK
economy - Education
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Fig. 17: First differences in probability of thinking immigration is good/bad
for UK economy - Education

likely to vote Remain in the Brexit referendum, to think that immigration
is good for the British economy, and to think that free trade with the EU
is good for the British economy than similar financially illiterate individuals.
Secondly, I test whether financially literate losers from economic openness, i.e.
those living in areas highly exposed to the Chinese import shock, are more
likely to vote Leave in the Brexit referendum, to think that immigration is
bad for the British economy, and to think that free trade with the EU is bad
for the British economy than similar financially illiterate individuals.
Figure 29, 30, 31, 32 and 33 show that financially literate winners from
globalization are more likely to support economic openness as opposed to
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Fig. 18: Expected probabilities of thinking immigration is good/bad for UK
economy - Routine vs non-routine occupations

Fin illiteracy (1) compared to literacy (4)
−10%

0%

Neither good nor bad

routine
non routine

Good

routine
non routine

Don't know

routine
non routine

Bad

routine
non routine

+10%

+20%

difference in probability

Fig. 19: First differences in probability of thinking immigration is good/bad
for UK economy - Routine vs non-routine occupations

their financially illiterate counterparts. However, it also emerges that financially literate losers from globalization are not more likely to oppose economic
openness than their illiterate counterparts, they are actually more likely to
favor it. To understand the substantive importance of these effects, Figure 29,
shows that a financially literate individual living in an area not highly exposed to the Chinese import shock is 22.8 % more likely to vote Remain in the
Brexit referendum than a similar financially illiterate individual. Looking at
losers from economic openness we can see that financially literate individuals
living in areas highly exposed to the Chinese import shock are actually less
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Fig. 20: Expected probabilities of thinking immigration is good/bad for UK
economy - Income
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Fig. 21: First differences in probability of thinking immigration is good/bad
for UK economy - Income
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Fig. 22: Expected probabilities of thinking free trade with EU good/bad Education
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Fig. 23: First differences in probability of thinking free trade with EU
good/bad - Education
likely, by 1.8%, to vote Leave in the Brexit referendum than similar financially
illiterate individuals, however, this is not significant at the 95% confidence
level and hence the effect is not distinguishable from 0. They are also 11.1%
more likely to vote Remain than a financially illiterate respondent.

6.3 Financial literacy and social policy preferences
Finally, another concern is that financial literacy may be a proxy for liberal
and progressive views, including tolerance for out-groups. Hence, a preference
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Fig. 24: Expected probabilities of thinking free trade with EU good/bad Routine vs non-routine occupations
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Fig. 25: First differences in probability of thinking free trade with EU
good/bad - Routine vs non-routine occupations

for economic openness would not be the result of a more accurate cost and
benefit analysis, but it would merely be the result of a more progressive and
open mindset. I argue that financial literacy in no way directly affects social policy preferences, as people are not expected to make decisions on social
policies based on costs and benefits calculations and that there is no direct
relationship between financial literacy and tolerance for out-groups, the relationship is only confounded by age, gender, income, and education. If this is
wrong and financial literacy is a proxy for tolerance for out-groups and more
progressive views then I should find a relationship between financial literacy
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Fig. 26: Expected probabilities of thinking free trade with EU good/bad Income
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Fig. 27: First differences in probability of thinking free trade with EU
good/bad - Income
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Fig. 28: Expected probabilities of voting Remain or Leave in Brexit referendum
- Import shock
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Fig. 29: First differences in probability of voting Remain or Leave in Brexit
referendum - Import shock

and social policy preferences, even after controlling for potential confounders.
Otherwise, if financial literacy is not merely tapping such a progressive and
liberal attitude, financially literacy should have no effect on preferences for
gay and lesbian civil rights, once I condition on potential confounders.
Findings suggest that financially literate individuals are 3.2% more likely to
think that attempts to give equal opportunities to gays and lesbians have been
just about right, they are 3.7% more likely to think that they have not gone far
enough, but they are also 2.3% more likely to think that they have gone too far,
compared to financially illiterate individuals. Furthermore, financially literate
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Fig. 30: Expected probabilities of thinking immigration is good/bad for UK
economy - Import shock
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Fig. 31: First differences in probability of thinking immigration is good/bad
for UK economy - Import shock

individuals are not any more likely than financially illiterate individuals to
think that these attempts have not gone nearly far enough or to think that
these attempts have gone way too far, as these effects are not statistically
significant at the 95% confidence level and hence not distinguishable from
zero. This suggests that once we condition on confounders, financial literacy
has no relationship with social policy preferences, hence financial literacy is
unlikely to be a proxy for liberal and progressive values.
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Fig. 32: Expected probabilities of thinking free trade with EU good/bad Import shock

Fin illiteracy (1) compared to literacy (4)
−0.30

−20%

−10%

0%

+10%

Neither good nor bad

low import shock
high import shock

Bad

low import shock
high import shock

Don't know

low import shock
high import shock

Good

low import shock
high import shock

+20%

+30%

+40%

difference in probability

Fig. 33: First differences in probability of thinking free trade with EU
good/bad - Import shock

6.4 Discussion
The main finding that financially literate winners from globalization, measured both objectively and subjectively, are more likely to support free trade
with the EU, immigration, and remaining in the EU than similar financially
illiterate individuals, supports hypotheses 1 to 3 and suggests that financially
literate winners from more economic openness are more likely recognize its economic benefits than their illiterate counterparts. However, the finding that, for
the most part, financially literate people who supposedly stand to lose from
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Fig. 34: Expected probabilities of thinking attempts to give equal opp. to gays
have gone
Fin illiteracy (1) compared to literacy (4)
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Fig. 35: First differences in probability of thinking attempts to give equal opp.
to gays have gone
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openness in the short-term are more likely to support free trade with the EU,
immigration, and remaining in the EU compared to similar financially illiterate individuals, does not support hypotheses 4 to 6 and raises some interesting
questions.
Given data availability, we can only speculate as to the mechanisms through
which this may be happening. One possibility has to do with discount rates.
Some studies find that learning financial concepts like compound interest, the
time value of money, and the risk of capitalization affects subjective discount
rates by effectively lowering them (Lahav, Rosenboim, and Shavit, 2015). If
indeed financially literate people have longer time horizons, it is possible that
in the presence of a trade-off between the short run and the long run they may
put more weight on the long-term effects, which would change the predictions
from the formal model. More specifically in this case, economists agree that
freer trade and freer movement of labor improve productive efficiency and
offer consumers better choices, and in the long run these gains are much larger
than any effects on employment17 . As a result, it is possible that if it is true
that financially literate individuals have lower discount rates, then they might
be weighting costly short run adjustments less, in the expectation of larger
and broader gains in the long run. Alternative explanations are also possible.
One is that those we often consider to be losing from globalization actually
realize that most manufacturing jobs are lost to technological change, largely
to automation, and not to trade or immigration, as one study suggests this
has been the case in the U.S. (Hicks and Devaraj, 2015). Another possibility
is that financially literate losers from globalization may weigh the benefits
that they gain as consumers more, compared to losses in the job market, since
Fajgelbaum and Khandelwal (2016)suggest that people at the lower end of the
social ladder concentrate spending on more traded sectors. Future research
should address these questions more thoroughly, potentially looking at the
relationship between financial literacy and discount factors.
7 Conclusion
This paper investigates the relationship between financial literacy and individual economic policy preferences in the U.K.. Currently, not many of the existing surveys would allow to empirically test this relationship, as questions on
both financial literacy and economic policy preferences are often lacking. The
BES, which includes data on political attitudes and behavior in Great Britain,
at this time is the most comprehensive dataset in Europe containing questions
on the variables of interest. The recent decision to leave the European Union
makes the U.K. a case in point to analyze determinants of increasingly nationalist and protectionist policy preferences. As I laid out my model, I argued that
17 On free trade see: http://www.igmchicago.org/surveys/free-trade and Frankel and
Romer (1999) and Alcala and Ciccone (2004). On immigration see Leeson and Gochenour
(2015), Coppel, Dumont, and Visco (2001), Foged and Peri (2013), Hamilton and Whalley
(1984), Ottaviano and Peri (2006), Ottaviano, Peri, and Wright (2010), Peri (2009), and
Sequeira, Nunn, and Qian (2017)
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any individual is expected to choose the policy that she thinks will give her the
highest expected utility. However, the model suggests that for a financially literate individual the distance between her expected utility and the true utility
of the policy is smaller than for similar financially illiterate individuals, since
as financial literacy increases, voters are expected to weigh the costs and benefits of that policy with more precision and less bias and as a result, they are
more likely to accurately estimate what effect that policy is going to have on
their expected utility. In the cases under analysis, financially literate winners
from globalization (measured both objectively and subjectively) are expected
to be more likely than similar financially illiterate individuals to favor the policy with the highest true utility for them, i.e. economic openness. Conversely,
financially literate losers from globalization are expected to be more likely to
oppose economic openness than similar financially illiterate individuals. Findings only partially support my hypotheses. Financially literate winners from
economic openness are more likely to favor free trade with the EU, they are
more likely to vote remain in the Brexit referendum, and they are also more
likely to believe that immigration is good for the British economy than similar financially illiterate individuals. However, financially literate losers from
globalization are not more likely to oppose economic openness than their illiterate counterparts, they are actually more likely to favor it. One speculative
explanation could be that financial literacy, by drastically reducing preference
for the present, may help potential losers from more economic openness abandon their short-term interests in favor of the long-term benefits. Contrary to
claims and studies arguing that an individual who has economic knowledge
is more likely to act as a homo economicus, and hence more likely to behave
in a selfish way and maximize her own well-being only, these findings seem to
suggest that, regardless of whether they are actually pursuing their own future
self-interest or not, financially literate people are more likely to favor policies
that advance the common good - the average welfare of society.
Furthermore, the paper also partially addresses some endogeneity concerns.
One regards the potential omitted variable of globalization, which may be causing both preferences for economic openness and the decision to acquire financial literacy. This is partially addressed by introducing an objective measure of
globalization in the model, the Chinese import shock, and controlling for it in
all models. Moreover, in order to address issues with self-reported measures of
economic condition, the import shock measure is also interacted with financial
literacy to test the potential differential effect between globalization’s winners
and losers. Financially literate individuals, regardless of whether they live in
areas highly exposed or not highly exposed to the Chinese import shock, are
more likely to be in favor of economic openness than their financially illiterate
counterparts. The second potential omitted variable concern regards the fact
that financial literacy may be a proxy for liberal and progressive values. However, I argue that financial literacy is expected to have no direct effect on social
policy preferences, since people do not decide on social policies based on cost
and benefit calculations. If this assumption were wrong, we would find financial literacy to be associated with social policy preferences, after controlling
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for potential confounders. Hence, I test whether this is the case on attitudes
towards gay and lesbian civil rights. Findings show that, after conditioning
on potential confounders, financial literacy is not associated with social policy
preferences, and hence it is unlikely to be a proxy for progressive and more
tolerant views.
For future research, if more data on policy preferences and economic and
financial literacy were available, this theory could be tested across more countries. In many European countries nationalist and populist parties are crossing significant thresholds at the polls. These parties’ political agendas include increasingly protectionist economic policies, and a common denominator
has been their tendency to blame globalization and European integration for
their country’s woes. If these hypotheses were confirmed by evidence crossnationally, these findings would have at least three implications. First of all,
they would provide new insights to the literature on determinants of economic
policy preferences, such as those on free trade and immigration. Second, they
could actually open the way for future experiments in different countries, these
would allow us to tackle internal validity issues and to correctly estimate cause
and effect within our sample of interest. Third, and most important, they
could provide some long-term solutions for the current backlash against economic openness. If individuals do end up supporting the introduction of more
welfare-enhancing economic policies as they are better able to apply economic
reasoning and evaluate both the short-term and long-term costs and benefits of
reforms, viewing them as social investments, this may suggest that in the long
term, providing economic and financial courses from early education, could
potentially increase support for welfare-enhancing economic policies. Finally,
future studies should also investigate further the causal mechanisms behind financially literate losers from globalization’s preferences for economic openness
and the potential role of discount rates.
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8 Appendix A
The theory can also be represented by a causal diagram (or directed acyclic
graph - DAG), which is a visual representation of qualitative causal assumptions. This helps us disentangle the causal mechanisms and understand which
variables we need to adjust for. The arrows represent potential direct causal
effects between variables, while missing arrows suggest that there is no causal
effect between two variables. It is often argued that we should control for any
variable that is correlated with both our dependent and our independent variable, but this is not necessarily true. In fact, we do not want to control for
a collider, which is a variable with two arrows pointing into it, otherwise we
would find a relationship between two variables when there is not one. We do
instead want to control for confounders, which represent common causes to our
treatment and outcome variables. Finally, we do not want to control for a mediator, a variable on the causal path between our treatment and outcome, as
this would bias the total causal effect of the treatment on the outcome(Elwert,
2013; Pearl and Mackenzie, 2018).

Political
Ideology

Income
Gender
Age

Cultural
Conservatism
Education

Routine

Financial
Literacy

Living in area hit
by import shock

Economic Policy
Preferences

Note: The white squares represent the treatment, financial literacy, and the outcome variable, economic policy preferences. The gray arrows represent biasing paths, while the black
one represents the causal path. The gray squares are variables that should not be adjusted
for, while the black squares represent the variables that we should adjust for.

Fig. 36: Causal diagram of the relationship between financial literacy and
economic policy preferences
Prior studies reveal that age, income, gender, and education may all affect financial literacy(Lusardi and Mitchell, 2014; Monticone, 2010). Men, the
middle-aged, highly educated individuals, and people on higher incomes all
tend to have higher levels of financial literacy. One possibility further consid-
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ered here is that living in a more globalized region may also have an effect on
people’s decisions to become financially literate, as people receiving more globalization spoils may have more resources to invest in the first place, and this
would require them to become more financially literate. Furthermore, income
may be affected by age, gender, education, the type of job that one does, and
globalization, as individuals living in areas highly exposed to the Chinese import shock experienced larger declines in income as documented by Colantone
and Stanig (2018). In an analogous way, education may also be determined
by demographic variables like age and gender, but it could also be affected in
different ways by globalization’s pressures: living in a highly globalized region
encourages individuals to pursue more education, while living in areas more
exposed to the Chinese import shock, which led to persistent economic decline,
is more likely to be associated with lower levels of education, due to the lack of
opportunities. The routineness of jobs tend to be associated with skills, which
will be proxied with education, and by age and gender. The routineness of jobs
may also be affected by globalization’s pressures: living in a highly globalized
areas increases the probability that you perform non-routine tasks. Conversely,
living in areas more exposed to the Chinese import shock is more likely to be
associated with the prevalence of routine tasks, which are more likely to be automated or outsourced. Age is also likely to be associated with living in an area
highly exposed to the Chinese import shock, as we can expect younger people
to be less likely to live in such areas due to the prevalence of long-term economic decline and lack of opportunities. As suggested by the literature review,
economic policy preferences may be affected by income, education, the routine
content of jobs, demographic factors, globalization’s pressures, political ideology, and cultural conservatism. In a similar way, political ideology and cultural
conservatism may be affected by education, income, globalization’s pressures,
and demographic variables. Political ideology may also be affected by the type
of job that one does. In DAGs we cannot have bidirectional arrows, however, it
is possible to have situations in which two variables cause one another. These
situations can be dealt with by adding a time dimension, so that the variables
can have different relationships with each other at different points in time.
For instance, globalization pressures, education, income, and routine jobs may
all affect each other at different points in time. At time 1 the Chinese import
shock is more likely to be higher in areas where there are already more lowskilled people (we proxy this with education), however, this will reinforce this
relationship further and change the direction of causality at time 2, as people
with higher levels of education (and hence highly-skilled) will move to areas
where there is a higher demand for them, leaving these areas characterized by
persistent economic decline with a prevalence of low-skilled individuals. Here
we are looking at the effects of the Chinese import shock between 1990 and
2007, hence we expect that most of its effects (in terms of different levels of
income and education) have materialized already by 2015 when the survey is
conducted. Another example is that here we assume that political ideology
affects economic policy preferences, but it is also possible that economic policy preferences may affect political ideology. In either case, political ideology
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should not be controlled for, as all backdoor paths have already been closed.
Finally another possibility is that, as suggested by Montagnoli et al. (2016),
financial literacy affects political ideology, which in turn affects economic policy preferences. Even if that were the case, political ideology would become a
mediator, and as such, it should not be conditioned on, or it would bias the
total effect of financial literacy on economic policy preferences. In order to
make sure that the causal assumptions that were made are consistent with the
data, we test the restrictions identified in the form of conditional independencies. If at least one implied independence does not hold in the dataset, this
means that the causal processes encoded by the DAG cannot have generated
these data. If the independencies are not refused by the data, this will give
credibility to the data, but it still does not mean that the DAG is necessarily
correct(Textor et al., 2016).
The conditional independencies tested, as suggested by the DAG on dagitty.net,
are:
– Cultural conservatism ⊥ Financial literacy | Age, gender, education, income, living in high import shock area
– Cultural conservatism ⊥ Routine Job | Age, gender, education, income,
living in high import shock area
– Financial literacy ⊥ Political Ideology | Age, gender, education, income,
living in high import shock area
– Financial literacy ⊥ Routine Job | Age, gender, education, income, living
in high import shock area
– Age ⊥ gender18
All of the testable implications have been found to be consistent with the
dataset19 . Following these rules and what prior studies reveal about the relationship between our variables of interest, it emerges that in order to estimate
the total causal effect of financial literacy on economic policy preferences we
should condition on age, gender, income, education, and living in high import
shock area (as measured by the Chinese import shock). Furthermore, we do
not need to control for routine jobs, political orientation, and cultural conservatism since controlling for income, education, and demographic variables
already blocks all backdoor paths from the treatment to the outcome.

18 When testing independencies it emerges that age and gender are not independent. This
might have to do with the fact that the online BES survey is not entirely representative of
the British population, and there are actually more males than females in older age groups.
19 These have been tested with the R package dagitty following Textor et al. (2016)
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9 Appendix B

Table A1: Multinomial logit models for Brexit with education and financial
literacy interaction: Log-odds and standards errors in parentheses
DV: Brexit (ref. category: Remain)
Leave

Not vote

Don’t know

(1)

(2)

(3)

−0.169∗∗∗

−0.607∗∗∗

(0.045)

(0.091)

−0.293∗∗∗
(0.059)

High education

−0.786∗∗∗
(0.244)

−0.428
(0.427)

−0.436
(0.287)

Income

−0.155∗∗∗
(0.046)

−0.455∗∗∗
(0.114)

−0.223∗∗∗
(0.062)

Male

0.144∗∗
(0.066)

−0.126
(0.158)

−0.337∗∗∗
(0.089)

Age

0.024∗∗∗
(0.002)

−0.014∗∗∗
(0.005)

0.001
(0.003)

Import shock

0.768∗∗∗
(0.254)

1.338∗∗
(0.580)

0.925∗∗∗
(0.335)

−0.047
(0.072)

−0.141
(0.151)

−0.002
(0.088)

Constant

−0.445∗∗
(0.208)

0.832∗∗
(0.407)

0.262
(0.262)

Akaike Inf. Crit.

11,198.360

11,198.360

11,198.360

Financial Literacy (# correct)

Financial literacy: high education

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A2: Clustered bootstrap p-values for Brexit (interaction education and
financial literacy)
DV: Brexit (ref. category: Remain)
Constant
Financial Literacy (# correct)
High education
Income
Male
Age
Import shock
Financial literacy: high education

Leave

Not Vote

Don’t know

0.092
0.019
0.055
0.010
0.119
0
0.051
0.925

0.084
0.003
0.270
0.002
0.044
0.061
0.243
0.058

0.110
0.003
0.088
0
0.028
0.901
0.004
0.878
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Table A3: Multinomial logit models for Brexit with routineness and financial
literacy interaction: Log-odds and standards errors in parentheses
DV: Brexit (ref. category: Remain)
Leave

Not vote

Don’t know

(1)

(2)

(3)

−0.187∗∗∗
(0.042)

−0.538∗∗∗
(0.092)

−0.290∗∗∗
(0.053)

−0.066
(0.245)

0.811∗
(0.414)

0.100
(0.293)

High education

−0.870∗∗∗
(0.069)

−0.965∗∗∗
(0.182)

−0.584∗∗∗
(0.093)

Income

−0.185∗∗∗
(0.046)

−0.375∗∗∗
(0.115)

−0.174∗∗∗
(0.062)

Male

0.120∗
(0.066)

−0.032
(0.160)

−0.314∗∗∗
(0.089)

Age

0.024∗∗∗
(0.002)

−0.011∗∗
(0.005)

0.003
(0.003)

Import shock

0.961∗∗∗
(0.253)

0.895
(0.597)

1.217∗∗∗
(0.332)

0.022
(0.076)

−0.312∗
(0.160)

−0.045
(0.095)

Constant

−0.416∗∗
(0.207)

0.459
(0.423)

0.048
(0.258)

Akaike Inf. Crit.

11,245.400

11,245.400

11,245.400

Financial Literacy (# correct)

Routine occupation

Financial literacy: routine occupation

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A4: Clustered bootstrap p-values for Brexit (interaction routineness and
financial literacy)
DV: Brexit (ref. category: Remain)
Constant
Financial Literacy (# correct)
Routine occupation
High education
Income
Male
Age
Import shock
Financial literacy: routine occupation

Leave

Not Vote

Don’t know

0.164
0.150
0.836
0.003
0.001
0.030
0
0.103
0.666

0.054
0.006
0.190
0.001
0.003
0.994
0.020
0.642
0.415

0.238
0.001
0.079
0.022
0.009
0.027
0.990
0
0.048
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Table A5: Multinomial logit models for Brexit with income and financial literacy interaction: Log-odds and standards errors in parentheses
DV: Brexit (ref. category: Remain)
Leave

Not vote

Don’t know

(1)

(2)

(3)

Financial Literacy (# correct)

−0.068
(0.093)

−0.470∗∗
(0.190)

−0.291∗∗
(0.116)

Income

−0.012
(0.156)

−0.060
(0.273)

−0.197
(0.186)

−0.860∗∗∗
(0.068)

−0.898∗∗∗
(0.171)

−0.527∗∗∗
(0.091)

Male

0.131∗∗
(0.066)

−0.175
(0.157)

−0.405∗∗∗
(0.089)

Age

0.023∗∗∗
(0.002)

−0.014∗∗∗
(0.005)

0.001
(0.003)

Import shock

0.798∗∗∗
(0.253)

0.311
(0.597)

0.854∗∗
(0.335)

−0.061
(0.046)

−0.087
(0.096)

−0.016
(0.058)

Constant

−0.658∗∗
(0.334)

0.624
(0.596)

0.411
(0.399)

Akaike Inf. Crit.

11,274.520

11,274.520

11,274.520

High education

Financial literacy: Income

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A6: Clustered bootstrap p-values for Brexit (interaction income and
financial literacy)
DV: Brexit (ref. category: Remain)
Constant
Financial Literacy (# correct)
Income
High education
Male
Age
Import shock
Financial literacy: Income

Leave

Not Vote

Don’t know

0.022
0.408
0.810
0
0.112
0
0.045
0.231

0.520
0.047
0.513
0
0.043
0.067
0.262
0.459

0.372
0.034
0.402
0.090
0.042
0.890
0.002
0.756
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Table A7: Multinomial logit models for immigration with education and financial literacy interaction: Log-odds and standards errors in parentheses
DV: Immigration (ref. category: Bad)
Neither good nor bad

Good

Don’t know

(1)

(2)

(3)

Financial Literacy (# correct)

0.185∗∗∗
(0.054)

0.273∗∗∗
(0.050)

−0.450∗∗∗
(0.081)

High education

0.872∗∗∗
(0.293)

1.224∗∗∗
(0.253)

0.577
(0.364)

−0.013
(0.057)

0.100∗∗
(0.048)

−0.351∗∗∗
(0.099)

Male

−0.222∗∗∗
(0.081)

0.105
(0.069)

−0.162
(0.137)

Age

−0.009∗∗∗
(0.003)

−0.019∗∗∗
(0.002)

−0.026∗∗∗
(0.004)

Import shock

−0.343
(0.308)

−1.364∗∗∗
(0.267)

−1.240∗∗
(0.529)

Financial literacy: high education

−0.053
(0.087)

−0.012
(0.074)

0.014
(0.127)

Constant

−1.011∗∗∗
(0.252)

−0.467∗∗
(0.221)

1.296∗∗∗
(0.359)

Akaike Inf. Crit.

11,768.940

11,768.940

11,768.940

Income

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A8: Clustered bootstrap p-values for immigration (interaction education
and financial literacy)
DV: Immigration (ref. category: Bad)
Constant
Financial Literacy (# correct)
High education
Income
Male
Age
Import shock
Financial literacy: high education

Neither good nor bad

Good

Don’t know

0.009
0.007
0.156
0.116
0.010
0.092
0.113
0.647

0.396
0
0.025
0.138
0.071
0
0.060
0.723

0.033
0.022
0.154
0.015
0.276
0
0.032
0.444
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Table A9: Multinomial logit models for immigration with routineness and financial literacy interaction: Log-odds and standards errors in parentheses
DV: Immigration (ref. category: Bad)
Neither good nor bad

Good

Don’t know

(1)

(2)

(3)

0.148∗∗∗
(0.051)

0.268∗∗∗
(0.045)

−0.420∗∗∗
(0.076)

Routine occupation

−0.319
(0.296)

−0.200
(0.267)

−0.007
(0.361)

Income

−0.021
(0.057)

0.087∗
(0.049)

−0.366∗∗∗
(0.099)

0.674∗∗∗
(0.087)

1.148∗∗∗
(0.073)

0.562∗∗∗
(0.147)

Male

−0.231∗∗∗
(0.082)

0.091
(0.069)

−0.177
(0.137)

Age

−0.009∗∗∗
(0.003)

−0.020∗∗∗
(0.002)

−0.026∗∗∗
(0.004)

Import shock

−0.341
(0.308)

−1.363∗∗∗
(0.267)

−1.237∗∗
(0.530)

Financial literacy: routine occupation

0.056
(0.092)

−0.003
(0.082)

−0.085
(0.138)

Constant

−0.811∗∗∗
(0.248)

−0.328
(0.213)

1.356∗∗∗
(0.355)

Akaike Inf. Crit.

11,766.300

11,766.300

11,766.300

Financial Literacy (# correct)

High education

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A10: Clustered bootstrap p-values for immigration (interaction routine
and financial literacy)
DV: Immigration (ref. category: Bad)
Constant
Financial Literacy (# correct)
Routine occupation
Income
High education
Male
Age
Import shock
Financial literacy: routine occupation

Neither good nor bad

Good

Don’t know

0
0.105
0.953
0.147
0
0.006
0.096
0.115
0.663

0.415
0.001
0.967
0.149
0
0.062
0
0.069
0.738

0.010
0
0.529
0.013
0.001
0.269
0
0.031
0.358
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Table A11: Multinomial logit models for immigration with income and financial literacy interaction: Log-odds and standards errors in parentheses
DV: Immigration (ref. category: Bad)
Neither good nor bad

Good

Don’t know

(1)

(2)

(3)

Financial Literacy (# correct)

0.217∗
(0.112)

0.157
(0.098)

−0.418∗∗∗
(0.161)

Income

0.198
(0.189)

−0.071
(0.166)

−0.151
(0.242)

0.620∗∗∗
(0.085)

1.128∗∗∗
(0.071)

0.508∗∗∗
(0.145)

Male

−0.233∗∗∗
(0.081)

0.106
(0.069)

−0.167
(0.137)

Age

−0.006∗∗
(0.003)

−0.018∗∗∗
(0.002)

−0.020∗∗∗
(0.004)

Import shock

−0.389
(0.307)

−1.438∗∗∗
(0.266)

−1.281∗∗
(0.528)

Financial literacy: Income

−0.035
(0.057)

0.059
(0.049)

−0.030
(0.085)

Constant

−1.393∗∗∗
(0.400)

−0.150
(0.349)

0.792
(0.509)

Akaike Inf. Crit.

11,811.830

11,811.830

11,811.830

High education

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A12: Clustered bootstrap p-values for immigration (interaction income
and financial literacy)
DV: Immigration (ref. category: Bad)
Constant
Financial Literacy (# correct)
Income
High education
Male
Age
Import shock
Financial literacy: Income

Neither good nor bad

Good

Don’t know

0.024
0.014
0.225
0
0.002
0.274
0.065
0.374

0.638
0.127
0.534
0.001
0.060
0.005
0.062
0.138

0.046
0.012
0.518
0.009
0.169
0.001
0.023
0.668
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Table A13: Multinomial logit models for free trade with education and financial
literacy interaction: Log-odds and standards errors in parentheses
DV: Free Trade with EU (ref. category: Good)
Neither good nor bad

Bad

Don’t know

(1)

(2)

(3)

Financial Literacy (# correct)

−0.233∗∗∗
(0.048)

−0.464∗∗∗
(0.064)

−0.616∗∗∗
(0.059)

High education

−0.527∗∗
(0.267)

−0.363
(0.335)

−0.779∗∗∗
(0.287)

Income

−0.115∗∗
(0.051)

−0.173∗∗
(0.075)

−0.194∗∗∗
(0.068)

Male

−0.389∗∗∗
(0.072)

−0.133
(0.106)

−0.725∗∗∗
(0.098)

Age

0.010∗∗∗
(0.003)

−0.004
(0.004)

−0.016∗∗∗
(0.003)

Import shock

0.549∗∗
(0.277)

0.942∗∗
(0.397)

0.324
(0.365)

Financial literacy: high education

−0.024
(0.079)

−0.093
(0.106)

0.102
(0.093)

Constant

−0.237
(0.227)

0.094
(0.304)

1.801∗∗∗
(0.267)

11,094.600

11,094.600

Akaike Inf. Crit.
Note:

11,094.600

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A14: Clustered bootstrap p-values for free trade with EU (interaction
education and financial literacy)
DV: Free Trade with EU (ref. category: Good)
Constant
Financial Literacy (# correct)
High education
Income
Male
Age
Import shock
Financial literacy: high education

Neither good nor bad

Bad

Don’t know

0.268
0.004
0.062
0.076
0.006
0.001
0.034
0.776

0.798
0.002
0.414
0.127
0.201
0.064
0.082
0.537

0
0
0.032
0.126
0.005
0.007
0.331
0.194
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Table A15: Multinomial logit models for free trade with routineness and financial literacy interaction: Log-odds and standards errors in parentheses
DV: Free Trade with EU (ref. category: Good)
Neither good nor bad

Bad

Don’t know

(1)

(2)

(3)

−0.239∗∗∗
(0.047)

−0.484∗∗∗
(0.063)

−0.640∗∗∗
(0.056)

0.095
(0.256)

0.123
(0.319)

−0.572∗∗
(0.285)

High education

−0.583∗∗∗
(0.078)

−0.615∗∗∗
(0.118)

−0.504∗∗∗
(0.104)

Income

−0.108∗∗
(0.051)

−0.168∗∗
(0.076)

−0.197∗∗∗
(0.068)

Male

−0.379∗∗∗
(0.073)

−0.124
(0.106)

−0.731∗∗∗
(0.099)

Age

0.010∗∗∗
(0.003)

−0.004
(0.004)

−0.015∗∗∗
(0.003)

Import shock

0.548∗∗
(0.277)

0.930∗∗
(0.398)

0.359
(0.365)

Financial literacy: routine occupation

0.005
(0.080)

−0.017
(0.107)

0.199∗∗
(0.097)

Constant

−0.294
(0.231)

0.099
(0.310)

1.882∗∗∗
(0.268)

11,095.090

11,095.090

Financial Literacy (# correct)

Routine occupation

Akaike Inf. Crit.
Note:

11,095.090

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A16: Clustered bootstrap p-values for free trade with EU (interaction
routine and financial literacy)
DV: Free Trade with EU (ref. category: Good)
Constant
Financial Literacy (# correct)
Routine occupation
High education
Income
Male
Age
Import shock
Financial literacy: routine occupation

Neither good nor bad

Bad

Don’t know

0.081
0
0.545
0.007
0.059
0.003
0.003
0.041
0.915

0.731
0
0.637
0
0.159
0.272
0.089
0.101
0.857

0.002
0.001
0.015
0.007
0.106
0.006
0.008
0.305
0.013
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Table A17: Multinomial logit models for free trade with income and financial
literacy interaction: Log-odds and standards errors in parentheses
DV: Free Trade with EU (ref. category: Good)
Neither good nor bad

Bad

Don’t know

(1)

(2)

(3)

−0.266∗∗∗
(0.101)

−0.385∗∗∗
(0.136)

−0.781∗∗∗
(0.122)

−0.160
(0.171)

−0.010
(0.214)

−0.501∗∗∗
(0.189)

High education

−0.604∗∗∗
(0.077)

−0.628∗∗∗
(0.116)

−0.502∗∗∗
(0.102)

Male

−0.390∗∗∗
(0.072)

−0.131
(0.106)

−0.731∗∗∗
(0.098)

Age

0.010∗∗∗
(0.003)

−0.004
(0.004)

−0.016∗∗∗
(0.003)

Import shock

0.547∗∗
(0.277)

0.941∗∗
(0.397)

0.324
(0.365)

Financial literacy: Income

0.014
(0.051)

−0.061
(0.069)

0.111∗
(0.062)

Constant

−0.130
(0.360)

−0.109
(0.462)

2.249∗∗∗
(0.401)

11,092.230

11,092.230

Financial Literacy (# correct)

Income

Akaike Inf. Crit.
Note:

11,092.230

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A18: Clustered bootstrap p-values for free trade with EU (interaction
income and financial literacy)
DV: Free Trade with EU (ref. category: Good)
Constant
Financial Literacy (# correct)
Income
High education
Male
Age
Import shock
Financial literacy: Income

Neither good nor bad

Bad

Don’t know

0.682
0.016
0.371
0.008
0.005
0.001
0.043
0.782

0.763
0.031
0.931
0
0.195
0.064
0.088
0.328

0.006
0
0.016
0.019
0
0.009
0.321
0.045
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Table A19: Multinomial logit models for Brexit with import shock and financial
literacy interaction: Log-odds and standards errors in parentheses
DV: Brexit (ref. category: Remain)
Leave

Not vote

Don’t know

(1)

(2)

(3)

−0.351∗∗∗
(0.093)

−1.137∗∗∗
(0.193)

−0.611∗∗∗
(0.116)

−0.923
(0.877)

−2.610∗
(1.482)

−2.113∗∗
(1.068)

−0.156∗∗∗
(0.046)

−0.462∗∗∗
(0.115)

−0.226∗∗∗
(0.062)

Male

0.144∗∗
(0.066)

−0.122
(0.158)

−0.337∗∗∗
(0.089)

Age

0.024∗∗∗
(0.002)

−0.014∗∗∗
(0.005)

0.001
(0.003)

−0.942∗∗∗
(0.068)

−0.809∗∗∗
(0.173)

−0.453∗∗∗
(0.092)

Financial literacy: import shock

0.523∗∗
(0.266)

1.468∗∗∗
(0.532)

0.989∗∗∗
(0.334)

Constant

0.148
(0.333)

2.260∗∗∗
(0.590)

1.250∗∗∗
(0.403)

11,185.960

11,185.960

Financial Literacy (# correct)

Import shock

Income

High education

Akaike Inf. Crit.
Note:

11,185.960

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A20: Clustered bootstrap p-values for Brexit (interaction import shock
and financial literacy)
DV: Brexit (ref. category: Remain)
Constant
Financial Literacy (# correct)
Import shock
Income
Male
Age
High education
Financial literacy: import shock

Leave

Not Vote

Don’t know

0.472
0.132
0.336
0.002
0.026
0
0.001
0.263

0.001
0.001
0.004
0.020
0.357
0.001
0.027
0.018

0.008
0.013
0.064
0
0.004
0.712
0.014
0.054
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Table A21: Multinomial logit models for immigration with import shock and
financial literacy interaction: Log-odds and standards errors in parentheses
DV: Immigration (ref. category: Bad)
Neither good nor bad

Good

Don’t know

(1)

(2)

(3)

Financial Literacy (# correct)

0.216∗
(0.113)

0.493∗∗∗
(0.097)

−0.179
(0.164)

Import shock

0.093
(1.056)

0.882
(0.934)

0.935
(1.297)

Income

−0.012
(0.057)

0.102∗∗
(0.048)

−0.349∗∗∗
(0.099)

Male

−0.221∗∗∗
(0.081)

0.105
(0.069)

−0.165
(0.137)

Age

−0.009∗∗∗
(0.003)

−0.019∗∗∗
(0.002)

−0.026∗∗∗
(0.004)

0.701∗∗∗
(0.085)

1.189∗∗∗
(0.072)

0.606∗∗∗
(0.145)

−0.152
(0.322)

−0.705∗∗
(0.282)

−0.840∗
(0.486)

Constant

−1.097∗∗∗
(0.399)

−1.175∗∗∗
(0.348)

0.579
(0.508)

Akaike Inf. Crit.

11,761.340

11,761.340

11,761.340

High education

Financial literacy: import shock

Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A22: Clustered bootstrap p-values for immigration (interaction import
shock and financial literacy)
DV: Immigration (ref. category: Bad)
Constant
Financial Literacy (# correct)
Import shock
Income
Male
Age
High education
Financial literacy: import shock

Neither good nor bad

Good

Don’t know

0.002
0.051
0.961
0.087
0.007
0.081
0
0.416

0.001
0
0.057
0.114
0.054
0
0
0.005

0.121
0.339
0.464
0.012
0.256
0
0
0.238
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Table A23: Multinomial logit models for free trade with import shock and
financial literacy interaction: Log-odds and standards errors in parentheses
DV: Free Trade with EU (ref. category: Good)
Neither good nor bad

Bad

Don’t know

(1)

(2)

(3)

−0.363∗∗∗
(0.101)

−0.614∗∗∗
(0.136)

−0.645∗∗∗
(0.121)

−0.668
(0.952)

−0.197
(1.166)

−0.326
(1.028)

Income

−0.115∗∗
(0.051)

−0.174∗∗
(0.076)

−0.195∗∗∗
(0.068)

Male

−0.389∗∗∗
(0.072)

−0.132
(0.106)

−0.727∗∗∗
(0.098)

Age

0.010∗∗∗
(0.003)

−0.004
(0.004)

−0.015∗∗∗
(0.003)

−0.605∗∗∗
(0.077)

−0.631∗∗∗
(0.116)

−0.502∗∗∗
(0.102)

Financial literacy: import shock

0.385
(0.291)

0.378
(0.383)

0.207
(0.349)

Constant

0.178
(0.362)

0.545
(0.460)

1.916∗∗∗
(0.398)

11,095.070

11,095.070

Financial Literacy (# correct)

Import shock

High education

Akaike Inf. Crit.
Note:

11,095.070

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A24: Clustered bootstrap p-values for free trade with EU (interaction
import shock and financial literacy)
DV: Free Trade with EU (ref. category: Good)
Constant
Financial Literacy (# correct)
Import shock
Income
Male
Age
High education
Financial literacy: import shock

Neither good nor bad

Bad

Don’t know

0.520
0.004
0.443
0.079
0.002
0.002
0.005
0.172

0.143
0
0.714
0.134
0.173
0.061
0
0.177

0.001
0
0.635
0.110
0.006
0.011
0.015
0.299
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Table A25: Multinomial logit models for attitude towards gay rights: Log-odds
and standards errors in parentheses
DV: Attempts to give gays equal rights gone (ref. category: Not nearly far enough)
Not far

About right

Too far

Way too far

Don’t know

(1)

(2)

(3)

(4)

(5)

Financial Literacy (# correct)

0.002
(0.069)

−0.057
(0.064)

−0.023
(0.071)

−0.091
(0.074)

−0.530∗∗∗
(0.079)

High education

−0.105
(0.135)

−0.537∗∗∗
(0.123)

−0.732∗∗∗
(0.136)

−0.962∗∗∗
(0.143)

−0.826∗∗∗
(0.165)

Income

−0.019
(0.089)

0.140∗
(0.082)

−0.007
(0.091)

−0.022
(0.094)

−0.107
(0.109)

Age

0.015∗∗∗
(0.004)

0.040∗∗∗
(0.004)

0.058∗∗∗
(0.005)

0.073∗∗∗
(0.005)

0.016∗∗∗
(0.005)

Male

−0.290∗∗
(0.130)

−0.078
(0.118)

0.324∗∗
(0.132)

0.728∗∗∗
(0.138)

−0.280∗
(0.158)

0.402
(0.271)

0.264
(0.250)

−1.714∗∗∗
(0.293)

−2.706∗∗∗
(0.316)

1.366∗∗∗
(0.303)

16,655.290

16,655.290

16,655.290

16,655.290

16,655.290

Constant

Akaike Inf. Crit.
Note:

∗ p<0.1; ∗∗ p<0.05; ∗∗∗ p<0.01
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Table A26: Clustered bootstrap p-values for attitude towards gay rights
DV: Attempts to give equal opp. to gays gone (ref. category: Not nearly far)
Constant
Financial Literacy (# correct)
High education
Income
Age
Male

Not far

About right

Too far

Way too far

Don’t know

0.380
0.984
0.203
0.850
0.092
0.033

0.500
0.554
0
0.379
0
0.472

0.003
0.835
0.002
0.954
0
0.051

0
0.324
0
0.859
0
0.022

0.113
0.020
0.002
0.451
0.080
0.040
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