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1 Introduction

Are individual economic evaluations regarding own finances important in determining voting behaviour?

How important are voters’ political sentiments in explaining ruling party support? Are economic mo-

tives more important during economic downturns? Are they driven by current or by prospective eco-

nomic evaluations? The underlying process linking ruling party support, political sentiments and per-

ceived personal economic situation is a complex dynamic process hinging on personal circumstances

and other socioeconomic factors. Further, different electoral cycles involving governing parties with

distinct political ideologies can affect the nature and amount of governmental spending, which in turn

potentially modify individual voting determinants (see Bove et al., 2017; Magkonis et al., 2021). We use

the British Household Panel Survey (BHPS) and the Understanding Society (UK Household Longitudi-

nal Study, UKHLS) datasets to build compact unbalanced panels per each government’s term (electoral

cycle) over the period 1992-2014. Our study is not an attempt to predict electoral results but to answer

the above questions providing estimates about the magnitude and direction of the effect of individual

economic evaluations, the degree of partisanship and the impact of other socioeconomic factors on rul-

ing party support. We add to the literature by proposing a tripartite dynamic discrete choice model

linking voting preferences and current and future finances to analyse all possible electoral cycles using

the BHPS and UKHLS datasets. We find positive evidence for pocketbook (egocentric) economic voting

driven behaviour in electoral cycles adjacent to economic downturns, whereas the degree of partisan-

ship is one of the most important determinants of incumbent party support in all electoral cycles.

Existing recent contributions using longitudinal BHPS data by Liberini et al. (2017) and Chrysan-

thou and Guillló (2018) also find positive evidence in favour of pocketbook economic voting in the UK.

Liberini et al. (2017) consider retrospective economic evaluations in a static setting focusing on the vot-

ing impact of subjective wellbeing (life satisfaction), using pooled 1996-08 data and ignoring electoral

cycles. Chrysanthou and Guillló (2018) consider retrospective, current and prospective economic eval-

uations, but focus on the dynamics of the Scottish National Party support during 1999-06. Both studies

estimate reduced form single equation voting determination models. An obvious concern in reduced

form studies is the endogeneity of individual economic evaluations due to a correlation between the un-

observed determinants underlying economic perceptions and political preferences. Chrysanthou and

Guilló (2018) address this by inducing a correlation between subjective economic evaluations and unob-
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served heterogeneity including individual-specific time averages of economic evaluations: this permits

identifying the partial effects of subjective economic evaluations but relies on the assumption of exoge-

nously determined economic evaluations. Subjective personal economic evaluations, however, may be

determined by individual experiences and personality attributes which are typically unobserved (see

Evans and Andersen, 2006). If these unobservables also determine political preferences, single equa-

tion estimation is inappropriate and joint models of subjective economic evaluations and governing

party support should be estimated. Liberini et al. (2017) do not deal with the potential endogeneity

of retrospective economic evaluations and instead account for the endogeneity of life satisfaction using

widowhood as an exogenous variation source, as well as, propensity score matching and difference-in-

difference estimations to identify the impact of self-reported life satisfaction on political preferences.

We contribute to the literature by introducing a dynamic random effects tripartite model linking in-

dividual political preferences to current and prospective economic perceptions. The tripartite model

does not need to rely on arbitrarily chosen instrumental variables that are often unavailable in most

datasets: functional identification is achieved since the primary governing political party support equa-

tion is a binary choice model and the reduced forms for current and future subjective financial situation

are ordered outcome models increasing in financial wellbeing. That is, the explanatory variables vector

is subjected to a different nonlinear transformation in each equation enabling parameter identification in

all three parts of the model (voting preferences, current and future finances). Quite crucially, structural

identification is achieved by using natural instruments implied by the economic model and temporal

ordering as opposed to relying on questionable arbitrary exogenous variation sources. Specifically it

is assumed that voting preferences are a function of current and prospective subjective financial eval-

uations, current subjective financial evaluations are a function of objective income (deflated monthly

equivalent household income) and prospective financial evaluations are a function of current period

subjective financial situation evaluations. Furthermore, the results show that adding the objective in-

come measure in all three equations of the model (voting preferences, current and future finances) does

not alter our conclusions.

We investigate the relative importance of political sentiments and egocentric economic evaluations

by disentangling the effects of state dependence and unobserved heterogeneity. We estimate dynamic

joint-maximum likelihood (joint-MLE) models of incumbent political party support and egocentric eco-

nomic evaluations, taking into account the persistence of political party support and the degree of par-
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tisanship. First, the analysis shows that previous period party support and partisanship are the most

important drivers of political party preferences. Second, the analysis reveals that voters’ individual eco-

nomic perceptions regarding own finances are better drivers of economic voting than the individual’s

actual income (similar to Liberini et al., 2017; Chrysanthou and Guillló, 2018) and, more importantly, that

actual income and other socioeconomic factors like the labour status, in general, do not influence rul-

ing party support directly, but only indirectly via their impact on individual perceived finances. Third,

our study reveals the importance of modelling the endogeneity of subjective egocentric economic eval-

uations, as well as, also incorporating dynamics and initial voting preferences in the structural model:

failing to do so inflates the impact of current and future subjective financial situation on governing party

support (particularly in the 1992-96 and the 2010-14 electoral cycles). Fourth, our investigation reveals

the importance of considering distinct periods of the economic cycle: subjective economic evaluations

are not important in government terms that are characterised by relative economic stability but, are

important during government terms adjacent to recessionary periods. This aligns with the results of

Matakos and Xefteris (2020), using aggregate macroeconomic cross-country data and, finding a positive

association between economic insecurity and voter support for systemic parties (incumbent or likely to

govern). Further, it aligns with Stiers and Kern (2021) concluding that voters are aware of the state of

the economy and adjust perceptions of presidential approval accordingly.

Our results extend the findings and conclusions of Sanders and Brynin (1999), Evans and Andersen

(2006), Nadeau et al. (2012), Pickup and Evans (2013), and Chrysanthou and Guillló (2018), regarding the

relative importance of ideology and economic motives. Sanders and Brynin (1999) find that economic

perceptions exert important indirect effects on voters’ preferences although ideological change variables,

when included in the same model, outperform changes in economic evaluations. Similarly, Evans and

Andersen (2006) conclude that the impact of lagged party support on sociotropic (national aggregate)

economic evaluations is consistently stronger than the effects of concurrent and retrospective economic

evaluations on party support. In an international comparative study, using instrumentation Nadeau

et al. (2012) conclude that (sociotropic) economic evaluations are significant, although ideology, past

vote recall and partisanship exert more powerful influences.1 Chrysanthou and Guilló (2018) also find

positive evidence on pocketbook voting, though egocentric economic evaluations’ impact is reduced

1In another international comparative study Lewis-Beck and Stegmaier (2000) review a voluminous body of research conclud-
ing that sociotropic and egocentric economic evaluations do influence government support. Lewis-Beck and Stegmaier’s (2013)
review of micro-studies concludes that retrospective evaluations have a greater impact than prospective ones.
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when restricting the sample to partisan voters. Finally, digging into the economic voting hypothesis,

Healy et al. (2017) show that pocketbook evaluations are at least as important as sociotropic ones in

economic voting, though they find that the partisan bias is much stronger in the latter.

In contrast, studies such as Evans and Pickup (2010) and Johnston et al. (2005) provide evidence

against economic voting theories and in favour of the endogeneity argument, i.e., that individual eco-

nomic evaluations are conditioned by political preferences rather than vice-versa. Evans and Pickup

(2010) conclude that the incumbent presidential approval and party identification affect egocentric eval-

uations while the reverse does not hold. Johnston et al. (2005) find that upon controlling for prior

elections’ vote, egocentric evaluations have no effect. In a latter study, Pickup and Evans (2013) con-

clude that long-term differences in economic evaluations across individuals do influence party support,

while short-term economic evaluations do not, underlining the need to employ panel data for a longer

time period. Therefore, these studies point to the need of not only using large panel data sets but also

accounting for endogeneity and the degree of partisanship as we do in the current investigation.

In summary, our work extends and complements the existing evidence on the economic voting be-

haviour in four important aspects. First, we consider two large panel data sets permitting the analysis of

five distinct electoral periods. Second, we tackle the endogeneity problem by jointly modelling govern-

ing party support and perceptions of current and future personal financial situations by using natural

instruments implied by the model and temporal ordering without relying on arbitrarily chosen exoge-

nous instruments. Third, our results provide robust evidence in favour of the pocketbook economic

voting hypothesis. Lastly but not least, our analysis reveals that economic voting is more important in

electoral cycles adjacent to economic downturn periods.

The rest of the paper is organised as follows. Section 2 discusses the datasets and sample selection,

Section 3 focuses on the measurement of political party support and subjective economic evaluations.

Section 4 introduces a tripartite model of political support, current and future economic evaluations,

and explains the estimation method. Section 5 analyses the estimation results and discusses the struc-

tural identification of the joint tripartite model. Section 6 concludes. A detailed Appendix in Section

7 provides political party support transition probability matrices, descriptive statistics, reduced form

estimations, estimations including objective income in all three equations and, alternative conditional

MLE fixed-effects estimates.
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2 Datasets

This investigation analyses electoral cycles in the UK during 1992-2014. For the time frame spanning

1992-2008 we employ the BHPS dataset. The BHPS is a nationally representative longitudinal survey in-

troduced in 1991 and completed in 2008 giving a total of 18 panel waves. The first wave panel consisted

of some 5,500 households and 10,300 individual respondents selected from 250 areas of Great Britain.

We subsequently use five waves of the UKHLS to study the electoral period of 2010-2014. The

UKHLS is the successor of the BHPS introduced in 2009 (a year after the final BHPS wave) and is a

longitudinal survey addressed to the members of approximately 40,000 households.

We employ the BHPS original sample and the Great Britain general population UKHLS sample,

noting that both include England, Scotland and Wales, but exclude Northern Ireland. The Scotland and

Wales extension samples added in the BHPS in 1999 and the Ethnic Minority Boost sample in UKHLS

are also excluded, since they were obtained using distinct sample selection mechanisms.

Political preferences can display temporal variation, which requires accounting for the dynamics of

party support triggered in different phases of the electoral cycle (see Chrysanthou and Guilló, 2018). To

study the longitudinal evolution and persistence in political party support, we consider adults eligible

to vote present in the sample in the first year of each electoral period (enabling inclusion of initial period

political support) that have no missing values in any of the covariates included in the estimations (to

account for political party support persistence via the inclusion of lagged support). We construct com-

pact unbalanced panels per electoral cycle for individuals present in the dataset for a minimum of three

consecutive panel waves (permitting inclusion of initial conditions and dynamics).

The electoral cycles and the respective incumbent political parties (in brackets) studied using the

BHPS are: 1992-96 (Conservatives), 1997-00 (Labour), 2001-04 (Labour), 2005-08 (Labour). The UKHLS

permits analysing the political support of the 2010-14 (Conservatives and Liberal Democrats) coalition

government elected following the May 2010 general election. The May 2015 general election was fol-

lowed by the June 2017 snap general election (to enhance incumbent majority ahead of the EU with-

drawal negotiations) leaving only two years of observations and thus, we disregard the latter electoral

cycle.2

22017 was the final available wave of the UKHLS at the commencement date of the current research and 2018 is the latest
available wave. The following general election was also a snap election held in December 2019 due to the prolonged parliamentary
deadlock over the UK withdrawal from the EU. Analysing these particular 2-year cycles requires dealing with alternative issues
regarding the UK’s exit from the EU which are outside the scope of this study.
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Note that all general elections were held in either April (1992), May (1997, 2005, 2010) or June (2001)

of the respective electoral cycle, which determine each term’s initial period. The UKHLS waves’ are

issued as 24 monthly samples and data collection and interviews span two years. We use the interview

day, month and year variables in order to define the appropriate electoral period. Individuals inter-

viewed on or prior to the 6 May 2010 General Election, and on or after the 7 May 2015 General Election,

are excluded from the UKHLS 2010-2014 electoral period estimation sample. This discards 14,412 out of

151,588 observations prior to omitting missing values, and non-consecutive observations for a minimum

of 3 years. 3

Using the interview date variables we impose the corresponding exclusion restrictions for the four

electoral periods using the BHPS. The BHPS fieldwork period ran from 1 September one year through

the end of April of the next year, though the bulk of the interviews took place by the end of December.

Unlike in the UKHLS sample, restricting the BHPS samples such that the interview date falls within the

corresponding electoral period does not discard any observations.

Final wave (2008) BHPS participants were asked if they would consider joining the UKHLS, but

the first interviews with BHPS participants in the UKHLS were carried out in wave 2 of the UKHLS

in 2010-2011, causing a degree of discontinuity. As the bulk of the final (wave 18) BHPS interviews

took place during September-December 2008, we refer to the corresponding electoral period as 2005-08

instead of 2005-09, although the effective estimation sample includes 260 final wave BHPS participants

interviewed during January-April 2009 (next General Election held on the 6 May 2010). The effective

estimation samples per electoral cycle are given at the bottom of all estimation Tables.

3 Measuring Political Party Support

Political party supported in the BHPS and UKHLS is a derived variable from a sequence of follow-up

questions. These questions are: (1) Generally speaking do you think of yourself as a supporter of any

one political party? (2) Do you think of yourself as a little closer to one political party than to the others?

(3) If there were to be a general election tomorrow, which political party do you think you would be

most likely to support? Respondents are asked question (2) only if they answered ‘No’ to question (1)

3Including individuals interviewed on the 7th of May 2015 only adds 21 observations but, since the time of voting/interview is
unknown, we opted to exclude them. Adding these has very minimal impact on the estimates which are available upon request.
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and are asked question (3) only if they answered ‘No’ to question (2). Finally, if the answer to any of the

first two questions is ‘Yes’, respondents are also asked question (4) Which party do you regard yourself

as being closer to than the others?

From the above set of questions, over each government term we define the dependent variable as

a binary indicator of party support taking the value of one if the individual’s stated party in either

question (3) or (4) is the incumbent party and zero otherwise. The corresponding mean governing party

support is provided at the bottom of the descriptive statistics for each of the five terms analysed (see

Table 10).

The political party supported variable is directly reported in the BHPS dataset as a separate variable

and is derived by summing responses to questions (3) and (4). The only exception is the second BHPS

wave (1992) during which political party supported and question (3) were not asked. For this second

BHPS wave we replace political party supported by the answer provided to question (4). In the UKHLS

political party supported is not reported as a separate variable and so we sum responses to questions

(3) and (4) to construct an identical political party support variable to the BHPS.

The determinants of personal political proximity/affiliation are generally unobserved by the investi-

gator and difficult to quantify. An individual can adhere to a specific political ideology and at the same

time identify himself or herself with more than one political party. Actual political party support may

change over time. To measure the degree of political party proximity longitudinally, we use an addi-

tional question asked to respondents declaring support for a particular political party or being closer to

one party than the others (i.e. respondents giving an affirmative reply to either question (1) or question

(2) above). The respondents are asked whether they consider themselves very strong, fairly strong or

not very strong party supporters. The respective variable, named ‘strong party support’, indicates either

very or fairly strong party support, and aims to capture the strength of partisanship over time.

Initial period party support is a function of unobserved determinants since the beginning of the cor-

responding term is unlikely to coincide with the initiation of the stochastic process determining political

party preferences. State dependence and individual heterogeneity are diametrically opposite rationali-

sations of habit and preference persistence (Hsiao, 2003, p.216). Considering otherwise identical voters,

it is likely that those who have supported a particular party in the past will amend their preferences in

turn, determining prospective voting intentions (termed as swing voters): this is an entirely behavioural

effect that could be attributed to approval/disapproval of party policies.
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Alternatively, individuals may differ in specific unobserved determinants of political affiliation,

while at the same time not being influenced by past voting behaviour or party performance. If such

unobservables are contemporaneously correlated, and are not appropriately accounted for, past party

support may turn out to be the overriding determinant of future political party preferences- see Heck-

man (1981a; 1981b).

Political party preferences are formed by an ideological component and a policy component. The

preferences of strong party supporters stem from a mixture of both ideological and policy related com-

ponents with the weight of each determinant depending on the strength of individual-specific party

bias. Ideologically neutral voters, however, will swing exclusively in response to government policies

(see Liberini et al., p.46, 2017). As indicated by the transition probability matrices, initial party prefer-

ences are strongly persistent regardless of the term considered (see Tables 5-9, Appendix, where rows

and columns reflect initial and final values, respectively). A non-negligible degree of longitudinal vari-

ation in party preferences is, however, observed. Hence, our estimation methodology has to account for

initial conditions and dynamics.

3.1 Subjective Egocentric Economic Evaluations

Economic voting models assert that changes in the relative popularity of the incumbent government

party are influenced by voters’ individual perceptions of economic conditions. According to the model

specification, these perceptions can relate to current, past or future economic conditions. There are two

dimensions of subjective individual economic evaluations: egocentric/egotropic (about the personal

economic situation, the so called ‘pocketbook’ evaluations) and sociotropic (about national economic

conditions). The BHPS and UKHLS include egocentric economic perceptions referring to the respon-

dent’s financial situation, but not sociotropic evaluations.

The existing empirical evidence indicates that sociotropic evaluations have little effect on political

preferences relative to pocketbook evaluations since they are strongly conditioned by party proximity

and prior opinions of the incumbent governing party (see Evans and Andersen, 2006; Evans and Pickup,

2010; Healy et al., 2017). Regional gross domestic product growth and other macroeconomic indicators

could act as proxies to sociotropic evaluators. However, inclusion of regional macroeconomic variables

would only add constants (displaying only some annual variation) per regional grouping of individuals
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in the estimation sample. This is already captured by the inclusion of regional controls and yearly time

dummies in our estimated models.

To test the economic voting hypothesis, we use egocentric economic evaluations (Chrysanthou and

Guilló, 2018; Johnston et al., 2005; Sanders and Brynin, 1999 follow the same approach). Egocentric

(subjective) individual economic evaluations are a significantly better predictor of political preferences

than actual (objective) income (see Chrysanthou and Guilló, 2018; Liberini et al., 2019).

Retrospective egocentric evaluations (improvement or deterioration of the personal financial situa-

tion relative to the previous year situation) are not contained in the UKHLS and are only available in the

BHPS. Pudney (2011) analysing the BHPS variables on financial management and material wellbeing,

concludes that retrospective evaluations of the past are heavily contaminated by present perceptions.

This produces significant bias in level and change measures of individual financial wellbeing. Taking

the above into consideration and, since a four-part dynamic discrete-choice equation system would be

computationally difficult to fit, we do not model retrospective economic evaluations.

In our data egocentric economic evaluations are captured by the perception of the current financial

situation (very difficult, quite difficult, just getting by/don’t know, doing alright, living comfortably)

and by the next year expected change in the financial situation (worse off than now, about the same,

better off). Possibly these evaluations are influenced by personal circumstances and other socioeco-

nomic factors, which influence the evolution of political party preferences. The pocketbook economic

voting hypothesis establishes that incumbent party support is positively related to voters’ economic

evaluations. To explore the validity of this hypothesis we need to separate the effects of individual cir-

cumstances and other socioeconomic factors on economic evaluations. This calls for the development of

a joint model of voting preferences and economic evaluations. The next section describes our estimation

modelling approach.

4 A Joint Model of Governing Political Party Support and Egocentric

Economic Evaluations

Governing political party support is modelled as a function of initial period party attachment, past pe-

riod support, strength of party support, socioeconomic characteristics and egocentric evaluations of the
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current and future financial situation. To explicitly account for simultaneous determination of political

party support and subjective individual economic evaluations we introduce a tripartite model linking

current evaluations, expected future evaluations and political support. Using joint maximum likelihood

estimation (MLE) we estimate a tripartite model formed as a system of three latent responses where, for

the ith individual in the tth time period y∗it is a latent binary response variable for the governing political

party support and (c∗it, f
∗
it) are the latent ordered response variables (increasing in financial wellbeing)

for the current and expected future subjective financial situations, respectively:

y∗it = citγ + fitδ + xitβ + ϑ1yit−1 + ϑ2yi1 + α0 + ζi,1 + ηit; i = 1, ..., N ; t = 2, ..., Ti; (1)

yit = 1 [y∗it > 0] ; i = 1, ..., N ; t = 2, ..., Ti

c∗it = zitπ + ζi,2 + ωit; i = 1, ..., N ; t = 2, ..., Ti (2)

cit = j if µj−1 < c∗it ≤ µj , µ0 = −∞, µj ≤ µj+1, µJ = ∞,∀j ∈ {1, ..., J} , J = 5.

f∗
it = citτ + gitψ + ζi,3 + ξit; i = 1, ..., N ; t = 2, ..., Ti (3)

fit = j if κj−1 < f∗
it ≤ κj , κ0 = −∞, κj ≤ κj+1, κJ = ∞,∀j ∈ {1, ..., J} , J = 3.

Equation (1) incorporates dynamics (previous period governing political party support, yit−1) and

employs Wooldridge’s (2005) initial conditions specification, modelling the distribution of the unob-

served effect conditional on the initial period of governing party support (yi1). The set of contempora-

neous covariates in equations (1)-(3) are given by the vectors (xit, zit, git) and vectors (β,π,ψ) denote

their accompanying parameters, respectively. A trivariate normal distribution is assumed for the com-

posite error terms (u1it, u2it, u3it) in the three equations, where u1it = ζi,1 + ηit, u2it = ζi,2 + ωit and

u3it = ζi,3 + ξit. The joint log-likelihood function to be maximised corresponds to
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lnL =

N∑
i=1

T∑
t=2

ln [Pr(cit = j | µ, zit, ζi,2)] +
N∑
i=1

T∑
t=2

ln [Pr(fit = j | κ, cit, git, ζi,3)]

+

N∑
i=1

T∑
t=2

ln [Φ {(2yit − 1) (citγ + fitδ + xitβ + ϑ1yit−1 + ϑ2yi1 + α0 + ζi,1)}] , (4)

where Pr(cit = j | µ, zit, ζi,2) and Pr(fit = j | κ, cit,git, ζi,3) denote the probabilities of observ-

ing outcome j for responses cit, fit conditional on [µ = {µ1, µ2, ..., µJ−1}, (zit, ζi,2)], [κ = {κ1, κJ−1},

(cit,git, ζi,3)], correspondingly:

Pr(cit = j | µ, zit, ζi,2) = Φ (µj − zitπ − ζi,2)− Φ (µj−1 − zitπ − ζi,2) , (5)

Pr(fit = j | κ, cit,git, ζi,3) = Φ (κj − citτ − gitψ − ζi,3)− Φ (κj−1 − citτ − gitψ − ζi,3) , (6)

where Φ is the standard normal cumulative distribution function (cdf ), assuming normally distributed

reduced form idiosyncratic errors (ωit, ξit). Under the assumption of normally distributed idiosynractic

errors (ηit, ωit, ξit), the structural equation for political support in equation (1) is a dynamic binary ran-

dom effects (RE) probit and the reduced form current and expected future subjective financial situations,

equations (2) and (3), are RE ordered probit models.

Calculating the log-likelihood requires numerical integration. We use the mean-variance adaptive

Gauss-Hermite quadrature method (see Rabe-Hesketh et al., 2005). The joint-likelihood models were

estimated using generalized structural equation modeling (gsem) in Stata providing estimates of the

covariances between the unobserved heterogeneity terms in the three equations i.e.:

cov(ζi,1, ζi,2), cov(ζi,1, ζi,3), cov(ζi,2, ζi,3).

Given the estimates for the covariances between the unobserved heterogeneity terms and their cor-

responding variances the three correlations are computed as:

ρ(ζi,1, ζi,2) =
cov(ζi,1, ζi,2)√

(var(ζi,1).var(ζi,2))
, ρ(ζi,1, ζi,3) =

cov(ζi,1, ζi,3)√
(var(ζi,1).var(ζi,3))

, ρ(ζi,2, ζi,3) =
cov(ζi,2, ζi,3)√

(var(ζi,2).var(ζi,3))
.

(7)

12



A simple t-test can be used to unilaterally test the null hypotheses that ρ(ζi,1, ζi,2) = 0, ρ(ζi,1, ζi,3) = 0

and ρ(ζi,2, ζi,3) = 0.4

Current (cit) and future subjective financial situation (fit) are exogenous in the structural form (eq.1)

if the corresponding estimated cov(ζi,1, ζi,2) and cov(ζi,1, ζi,3) are statistically insignificant and local to

zero. In this case, consistent parameter estimates can be obtained by fitting a single equation model for

political party support (yit). If cov(ζi,1, ζi,2) and cov(ζi,1, ζi,3) are non-zero and statistically significant,

then the unobserved heterogeneity underlying the current (ζi,2) and future (ζi,3) subjective financial

situation is correlated to the unobserved heterogeneity underlying political support (ζi,1), producing

inconsistent parameter estimates in the case of estimating a single equation model for yit, (see Miranda

and Rabe-Hesketh, 2006).

The tripartite equation system is identified by functional form: the structural form (1) is a binary

probit and the reduced forms (2) and (3) are a five-threshold and a three-threshold ordered probit, re-

spectively. The covariate vectors (xit, zit, git) can contain the same elements, since they are subjected to

a distinct nonlinear transformation (by the normal cdf ) per estimated equation. Structural identification,

however, requires at least one exclusion restriction.

The structural equation (1) contains lagged party support and initial period party support, thus,

including two additional parameters denoted by scalars (ϑ1, ϑ2), correspondingly. A third additional

parameter is estimated only in the structural model due to the inclusion of strong party support in xit.

Further, unlike the structural binary probit model that includes an intercept (α0), the reduced form or-

dered probit equations do not contain an intercept term in the linear index because its effect is absorbed

into the cutpoints. The four cutpoints included in the reduced form for the current subjective financial

situation, µ = {µ1, µ2, µ3, µ4}, and the two cutpoints included in the reduced form for subjective ex-

pected financial situation, κ = {κ1, κ2}, aid structural identification further since they determine the

level of the perceived egocentric economic evaluation reported. This is because the threshold param-

eters denote the estimated average sample levels of the subjective financial state above which a given

level of the individual’s financial evaluation is reported.5

The reduced form for the current financial situation (eq.2) contains an additional element in zit, the

log of deflated equivalent income, an objective income measure which is not included in the other two

4We use the nlcom command in Stata providing standard errors, test statistics and significance levels for nonlinear combina-
tions of parameter estimates (using the delta method).

5The reduced form threshold parameters are jointly statistically significant across all estimations, see Table 17, Appendix.

13



equations (eq. 1 and 3). Testing for this exclusion restriction reveals that the equivalent income variable

is generally statistically insignificant in equations 1 and 3 - see Table 18, Appendix.6

Finally, note that our objective and subjective economic situation measures differ from recent related

contributions such as Chrysanthou and Guilló (2018), and Liberini et al., (2017). Chrysanthou and Guilló

(2018) use subjective retrospective, current and future evaluations (finding equivalent income collinear

with current evaluations), while Liberini et al., (2017) only use equivalent income and subjective ret-

rospective evaluations. Sanders and Brynin (1999) include changes in egocentric evaluations and net

personal annual income, getting near zero coefficients on income, whereas Oswald and Powdthavee

(2010) only use annual deflated household income per capita.

5 Estimation Results

This section analyses the estimation results and, the respective computed average marginal effects

(AMEs) of the key variables of interest.

Table 1 contains the joint-model coefficient estimates of the structural form for governing party sup-

port in each term (equation (1)). The corresponding reduced form coefficient estimates for the individ-

ual’s perceived current financial situation (equation (2)) and expected next period change in his/her

financial situation (equation (3)) are given in Table 16, Appendix.

The 2010-14 period is the only government term where the unobserved determinants of both the cur-

rent and future subjective economic evaluations have statistically significant positive correlations with

the latent determinants underlying political support. Thus, the unobserved time-invariant individual

attributes increasing party support also tend to increase subjective current and future economic evalu-

ations, rendering both subjective evaluations endogenous in the (2010-14) structural model estimations

in Table 1.

Regarding the 1992-96 government term only the current subjective economic evaluations are en-

dogenous since cov(ζi,1, ζi,2) is positive and statistically significant in the estimations provided in Table

1. Therefore, in the 1992-96 estimates the latent determinants of current subjective finances are positively

correlated to the unobserved determinants, increasing governing party support and thus rendering cur-

6The log of deflated equivalent income is monthly household income divided by the square root of household members,
to account for differences in household size and composition, and subsequently divided by the CPI before applying the log
transformation. We use the CPI index (all items, 2015=100) from the ONS.
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rent financial situation endogenous in the structural equation (equation (1)). Note that, cov(ζi,1, ζi,3)

has a p-value of 0.106 and is not far from being statistically significant at the non-stringent 10 percent

level in Table 1. To the extent that statistical significance is a function of the number of observations and

given that the sample sizes in the BHPS are inherently lower than the UKHLS due to the lower number

of households interviewed, it would not be a net distortion of facts to state that the exogeneity of future

subjective financial situation cannot be ascertained in the 1992-96 estimations either.

Concerning both the first (1992-96) and last (2010-14) government terms, the endogeneity of the sub-

jective financial situation implies that the single equation estimation of the structural equation ignoring

the endogeneity of personal perceived finances yields biased and inconsistent parameter estimates of the

impact of economic evaluations on governing party support. However, given the latent nature of the

time-invariant characteristics that we fail to observe, it would be unwise to speculate about the sources

of endogeneity.

Although not of direct interest it is worth noting that that, non-surprisingly, the latent determinants

of the two reduced form equations of the perceived current and future financial situations are positively

and statistically significantly related across all estimates- see cov(ζi,2,ζi,3) in Table 1.

Inspecting Table 1 reveals that the controls for political preferences (Previous Period Political Party

Support, Initial Period Political Party Support and Strong Party Support) are powerful determinants of

Governing Political Party Support, in all five electoral periods. While initial support and strength of

support gauge the intensity of political beliefs, lagged party support captures swing voting intention.

Initial Period Political Party Support enters with the highest coefficient magnitudes (notably greater

than past support) implying that there is substantial correlation between the unobserved individual

heterogeneity and the initial condition (see Wooldridge, 2005). The prominence of initial conditions is

expected given the persistence of initial political party preferences revealed by the transition probability

matrices (Tables 5-9, Appendix)- Chrysanthou and Guilló (2018) conclude similarly. Notwithstanding,

the individual egocentric economic evaluation controls are also important drivers of the incumbent

party support in the two government terms that are adjacent to economic recession years (1992-96 and

2010-14) and the 2005-08 term including the commencement of the UK recession (Q2-2008) during the

global ‘great recession’. The estimated signs of the subjective financial situation coefficients are in line

with the predictions of the economic voting hypothesis. A detailed analysis of the subjective financial

situation effects is undertaken below employing the more informative AMEs.
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Before this is done, it is worth mentioning the role of some other covariates. Notice that the unem-

ployed/inactive labour force status is never statistically significant in the structural equation, but it is

significant in both of the reduced form equations in all electoral periods except for 2010-14 (see Table

16, Appendix). This indicates that labour force status indirectly affects political party support via its im-

pact on individual economic evaluations, but the direct determinant of incumbent party support is the

individual’s perception about his/her financial situation. Other interesting control variables are House

Owned and the Subjective Wellbeing mental distress (General Health Questionnaire, GHQ: 0 (least dis-

tressed) to 12 (most distressed)) indicators that, in general, show statistically significant coefficients with

opposite signs in the structural equation, switching sign when the governing party changes. Consider-

ing the reduced forms, mental distress has a negative effect on individual perceptions of own finances

in all electoral cycles.

The AMEs of current and prospective economic evaluations, political party support and persistence

are reported in Table 2. Table 2 shows that the two political sentiment indicators namely, previous

period support and the strength of party support are the most influential determinants of incumbent

governing party support across all electoral cycles analysed. The lagged party support AME estimates

range from approximately 7.6 percent in 2010-14 to 2.2 percent in the 2005-08 period, and the strength of

support AME estimates range from 2.6 percent in 2005-08 to 5 percent in 1997-00. Ceteris paribus, across

all electoral cycles an individual that has indicated support for the corresponding governing party in

the previous period is on average 4.9 percent likely to report support for the same political party in the

current period. Similarly, strong political party supporters are ceteris paribus 3.9 percent more likely to

support the governing party.

Some subjective economic evaluations produce statistically significant AMEs in the cases of the 1992-

96, 2005-08 and 2010-14 the government terms. The 1992-96 Conservative and the 2010-14 Conservative

& Liberal Democratic coalition terms are periods of economic expansion preceded by years of economic

downturn. In contrast, the three intervening consecutive Labour government terms (1997-2000, 2001-

2004, 2005-2008) are preceded by periods of economic expansion (with relatively steady high growth

rates of GDP per capita, real wages and productivity until 2007), and conclude with the beginning of

the recessionary period in the UK in the second quarter of 2008.7 Therefore, the estimated coefficients

and the corresponding AMEs indicate that subjective financial evaluations are significantly related to

7see Office of National Statistics (ONS) for GDP data and OECD for wages and productivity data.
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incumbent political party support only for government terms that are either preceded by recessionary

periods or those government terms that include recessionary periods (see Tables 1 and 2). A plausible

explanation of this outcome is that economic downturns usually exacerbate inequalities, forcing some

workers to face lower earnings, enter unemployment or exit the labour market. More importantly, under

the tightening of credit conditions, especially in the 2008 recession, many families felt threatened by the

loss of living standards. Thus, financial recessions may arguably lead to more variation of the perceived

personal financial situation which is likely to affect evaluations in proximal periods.

The economic voting hypothesis implies that incumbent political party support is positively related

with the individual’s financial situation. Within the context of categorical subjective perceptions of the

individual financial situation, better subjective egocentric evaluations should increase the probability of

governing party support if the economic voting hypothesis holds. The signs of the estimated AMEs for

the economic evaluations align with the theoretical predictions of economic voting models (see Table 2).

Regarding the current subjective financial situation, statistically significant AMEs in Table 2 are gen-

erally estimated for the 1992-96, 2005-08 and the 2010-14 government terms in the cases of reporting

the highest two financial evaluations (Doing Alright and Living Comfortably): an individual reporting

doing alright financially or living comfortably is approximately 2 percent more likely to support the

corresponding governing party as opposed to an individual reporting a very difficult financial situation

(the base category). Note that regarding the 2005-08 term while the estimated coefficient for Living Com-

fortably is statistically significant (p-value=0.097) the respective AME marginally fails to be significant

(p-value=0.104)- see Tables 1 and 2.

Concerning the expected future subjective financial situation, Table 2 indicates statistically signif-

icant AMEs in the cases of the two Conservative ruling periods (1992-96 and 2010-14). In line with

economic voting theoretical expectations, better subjective prospective evaluations increase the politi-

cal support for the incumbent party. Conservative and Conservative/Liberal Democrat support over

the 1992-96 and 2010-14 terms is respectively around 1.3 and 1.4 percent more probable among those

expecting an improved prospective individual financial situation than among those expecting a worse

situation (the base category). Individuals expecting no change in their personal finances are approx-

imately 0.1 percent more likely to support the incumbent in 1992-96 and 2010-14 compared to those

expecting worse finances.

Robustness of the joint-model results is established via conditional ML-fixed effects (CML-FE) using
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the sufficient statistic 0 <
Ti∑
t=1

yit < Ti to eliminate ζi noting that, this discards observations for which

individual governing party support is the same during an electoral cycle (see Table 19, Appendix).

The corresponding CML-FE sample attrition is substantial due to the inherent invariance of political

preferences (see transition probability matrices Tables 5-9, Appendix).

We additionally report two sets of estimated AMEs relaxing the model assumptions in order to inves-

tigate how the marginal effects of subjective finances are impacted (see Tables 3 and 4). Table 3 reports

the AMEs computed by estimating single equations for governing party support ignoring the potential

endogeneity of the perceived financial status, and Table 4 reports the AMEs obtained via the estimation

of static single equation models ignoring endogeneity and in addition excluding Previous Period Politi-

cal Party Support (t-1) and Initial Period Political Party Support (t=1). Inspection of Table 3 reveals that

not accounting for the simultaneous determination of party support and subjective financial evaluations

inflates the marginal effects of current and prospective financial evaluations compared to the respective

AMEs from the tripartite model in Table 2. What is more, Table 4 reveals that failing to model simul-

taneity and additionally omitting dynamics and initial conditions further inflates the marginal effects

of current and future subjective financial evaluations which are greater compared to the AMEs in both

Tables 2 and 3.

In these alternative estimates, the two higher current financial evaluations in Table 3 and the highest

prospective financial evaluation in Table 4 have statistically significant AMEs in the case of the 2005-08

electoral cycle. Regarding the first and last electoral periods for which exogeneity of subjective finances

is rejected (see bottom of Table 1), the magnitude and statistical significance of current subjective fi-

nances’ AMEs is particularly impacted by ignoring endogeneity and dynamics. Of note, all current

financial categories’ AMEs become statistically significant in the 2010-14 term (see Tables 3 and 4). The

highest subjective financial situation marginal effects’ magnitudes obtained in Table 4 underline the

importance of modelling both the endogeneity of perceived egocentric economic evaluations, as well,

as the dynamics and initial conditions of political preferences: failing to model the distribution of the

unobserved effect by excluding from the set of covariates initial party support, increases the set of un-

observed variables and biases the impact of subjective financial evaluations upwards particularly in the

first and last electoral cycles whereby their latent determinants are significantly positively correlated

with the unobserved heterogeneity underlying political party support.
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Table 1: Tripartite Joint-MLE Estimated Parameters, Structural Form: Governing Political Party Support

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

STRUCTURAL FORM: GOVERNING PARTY SUPPORT, DYNAMIC RANDOM EFFECTS PROBITS

Previous Period Political Party Support (t-1) 0.7403∗∗∗ 0.5244∗∗∗ 0.7135∗∗∗ 0.4209∗∗∗ 0.6225∗∗∗

(0.0884) (0.0831) (0.0864) (0.0985) (0.0356)

Initial Period Political Party Support (t=1) 5.0406∗∗∗ 3.6225∗∗∗ 3.3621∗∗∗ 4.0475∗∗∗ 2.5270∗∗∗

(0.2894) (0.2016) (0.2086) (0.2480) (0.0708)

Strong Party Support 0.5451∗∗∗ 0.6037∗∗∗ 0.5711∗∗∗ 0.4987∗∗∗ 0.3432∗∗∗

(0.0660) (0.0531) (0.0580) (0.0665) (0.0287)
Current Subjective Financial Situation

Finding it Quite Difficult 0.0579 0.1402 0.0705 0.3304 0.1087
(0.1978) (0.1621) (0.1951) (0.2190) (0.0833)

Just About Getting by/Don’t Know 0.0847 0.0423 0.0421 0.1653 0.0709
(0.1868) (0.1498) (0.1818) (0.2057) (0.0790)

Doing Alright 0.3311∗ 0.0662 0.1207 0.3844∗ 0.1403∗

(0.1941) (0.1564) (0.1885) (0.2141) (0.0827)

Living Comfortably 0.3655∗ 0.0074 0.0411 0.3855∗ 0.1949∗∗

(0.2056) (0.1695) (0.2025) (0.2320) (0.0896)
Expected Future Subjective Financial Situation

About the Same 0.1280∗ 0.0670 0.0549 0.0972 0.0591∗

(0.0721) (0.0656) (0.0714) (0.0733) (0.0306)

Better off 0.2250∗∗ 0.1032 0.0510 0.1197 0.1167∗∗∗

(0.0932) (0.0837) (0.0925) (0.0982) (0.0416)

House Owned Outright/Mortgage 0.2500∗∗∗ 0.0571 -0.1406∗∗ -0.1454∗ 0.2783∗∗∗

(0.0902) (0.0611) (0.0668) (0.0781) (0.0346)

Female 0.0832 -0.0950∗ -0.1009∗ 0.0537 -0.0762∗∗∗

(0.0758) (0.0538) (0.0565) (0.0663) (0.0281)

Age 0.0150∗∗∗ 0.0014 0.0029 0.0058∗∗ 0.0090∗∗∗

(0.0028) (0.0019) (0.0021) (0.0024) (0.0011)

Married/Civil Partnership -0.0379 0.0890 0.0764 -0.1003 0.1012∗∗∗

(0.0785) (0.0570) (0.0591) (0.0687) (0.0291)

Unemployed/Economically Inactive -0.0168 0.0324 0.0508 0.0180 -0.0353
(0.0787) (0.0585) (0.0632) (0.0737) (0.0298)

First Degree/Higher Degree -0.0077 0.3443∗∗∗ 0.1608∗∗ 0.4083∗∗∗ 0.1397∗∗∗

(0.1254) (0.0834) (0.0803) (0.0920) (0.0323)

Number of Own Children in Household 0.0695 -0.0241 0.0039 -0.0053 -0.0292∗

(0.0435) (0.0296) (0.0319) (0.0392) (0.0170)

SWB(GHQ):Caseness>=3 -0.1279∗∗ 0.1028∗∗ -0.0396 0.0809 -0.0365
(0.0616) (0.0490) (0.0524) (0.0612) (0.0274)

North West 0.5451∗∗∗ -0.2928∗∗ -0.3585∗∗∗ 0.1075 0.3483∗∗∗

(0.2055) (0.1366) (0.1374) (0.1696) (0.0813)

Yorkshire and the Humber 0.6697∗∗∗ -0.2432∗ -0.2198 -0.0749 0.2838∗∗∗

(0.2147) (0.1418) (0.1422) (0.1735) (0.0848)

East Midlands 0.8474∗∗∗ -0.5544∗∗∗ -0.4182∗∗∗ -0.4515∗∗ 0.4638∗∗∗

(0.2156) (0.1456) (0.1466) (0.1868) (0.0840)

West Midlands 0.8468∗∗∗ -0.6130∗∗∗ -0.3393∗∗ -0.3742∗∗ 0.4259∗∗∗

(0.2165) (0.1470) (0.1465) (0.1834) (0.0845)

East of England 0.7813∗∗∗ -0.6705∗∗∗ -0.6576∗∗∗ -0.2195 0.6073∗∗∗

(0.2117) (0.1478) (0.1497) (0.1797) (0.0821)

London 0.5882∗∗∗ -0.3086∗∗ -0.3760∗∗ -0.1913 0.4878∗∗∗

(0.2096) (0.1453) (0.1494) (0.1875) (0.0867)

South East 0.5888∗∗∗ -0.6044∗∗∗ -0.6404∗∗∗ -0.4032∗∗ 0.6693∗∗∗

(0.1978) (0.1397) (0.1420) (0.1726) (0.0795)

South West 0.4602∗∗ -0.6046∗∗∗ -0.4401∗∗∗ -0.0576 0.6177∗∗∗

(0.2068) (0.1481) (0.1509) (0.1824) (0.0820)

Wales 0.4092 -0.3836∗∗ 0.0594 0.0332 0.0966
(0.2611) (0.1567) (0.1575) (0.1922) (0.0927)

Scotland 0.7157∗∗∗ -0.4955∗∗∗ -0.0401 -0.1009 -0.0379
(0.2306) (0.1503) (0.1518) (0.1876) (0.0892)

Constant -6.0704∗∗∗ -2.4174∗∗∗ -2.3983∗∗∗ -3.6740∗∗∗ -3.4076∗∗∗

(0.3737) (0.2366) (0.2623) (0.3183) (0.1304)

var(ζi,2) 1.4384∗∗∗ 1.4370∗∗∗ 1.4647∗∗∗ 1.6023∗∗∗ 1.6932∗∗∗

(0.0482) (0.0493) (0.0536) (0.0606) (0.0328)

var(ζi,3) 0.5059∗∗∗ 0.5135∗∗∗ 0.4901∗∗∗ 0.4051∗∗∗ 0.5631∗∗∗

(0.0228) (0.0253) (0.0266) (0.0244) (0.0146)

var(ζi,1) 2.0764∗∗∗ 1.6074∗∗∗ 1.3901∗∗∗ 1.7693∗∗∗ 1.2727∗∗∗

(0.2687) (0.1944) (0.1901) (0.2461) (0.0769)

cov(ζi,2,ζi,3) 0.1623∗∗∗ 0.1707∗∗∗ 0.2277∗∗∗ 0.1503∗∗∗ 0.2103∗∗∗

(0.0248) (0.0264) (0.0286) (0.0300) (0.0164)

cov(ζi,1, ζi,2) 0.1542∗∗ -0.0034 0.0192 -0.0244 0.1494∗∗∗

(0.0660) (0.0512) (0.0547) (0.0678) (0.0286)

cov(ζi,1,ζi,3) 0.0672 -0.0198 0.0424 -0.0146 0.0683∗∗∗

(0.0416) (0.0324) (0.0343) (0.0372) (0.0167)

ρ(ζi,2,ζi,3) 0.190∗∗∗ 0.199∗∗∗ 0.269∗∗∗ 0.187∗∗∗ 0.215∗∗∗

ρ(ζi,1,ζi,2) 0.089∗∗ -0.002 0.013 -0.014 0.102∗∗∗

ρ(ζi,1,ζi,3) 0.066 -0.022 0.051 -0.017 0.081∗∗∗

Log-Likelihood -40977.518 -39668.421 -33827.535 -31356.943 -124016.238
Number of Observations 18804 17867 15682 14255 55347
Notes: GSEM: Generalised Structural Equation Modeling, Standard errors in parentheses, ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. (T-2) time dummies per model time period length (T), not shown.
Base categories in ( ): Current Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than Now/Don’t know); Government Office Region (North East).



Table 2: Tripartite Joint-MLE, Average Marginal Effects (AMEs) for the Structural Form for Governing
Political Party Support

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

Previous Period Political Party Support (t-1) 0.0421∗∗∗ 0.0431∗∗∗ 0.0601∗∗∗ 0.0218∗∗∗ 0.0759∗∗∗

(0.00739) (0.00939) (0.0105) (0.00704) (0.00560)

Strong Party Support 0.0310∗∗∗ 0.0496∗∗∗ 0.0481∗∗∗ 0.0258∗∗∗ 0.0418∗∗∗

(0.00429) (0.00524) (0.00548) (0.00420) (0.00356)

Current Subjective Financial Situation

Finding it Quite Difficult 0.00329 0.0115 0.00594 0.0171 0.0132
(0.0112) (0.0133) (0.0164) (0.0115) (0.0102)

Just About Getting by/Don’t Know 0.00481 0.00348 0.00354 0.00856 0.00864
(0.0106) (0.0123) (0.0153) (0.0107) (0.00962)

Doing Alright 0.0188∗ 0.00544 0.0102 0.0199∗ 0.0171∗

(0.0110) (0.0128) (0.0159) (0.0113) (0.0101)

Living Comfortably 0.0208∗ 0.000606 0.00346 0.0200 0.0238∗∗

(0.0117) (0.0139) (0.0171) (0.0123) (0.0109)

Expected Future Subjective Financial Situation

About the Same 0.00728∗ 0.00550 0.00462 0.00503 0.00721∗

(0.00410) (0.00541) (0.00603) (0.00383) (0.00373)

Better off 0.0128∗∗ 0.00848 0.00430 0.00619 0.0142∗∗∗

(0.00531) (0.00689) (0.00779) (0.00510) (0.00507)
Number of Observations 18804 17867 15682 14255 55347

Notes: ***, **, and * indicate statistical significance at the 1%, 5% and 10% levels respectively. Base categories in ( ): Cur-
rent Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than
Now/Don’t know).



Table 3: Single Equation Estimation for Governing Political Party Support, Average Marginal Effects
(AMEs)

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

Previous Period Political Party Support (t-1) 0.0555∗∗∗ 0.0603∗∗∗ 0.0785∗∗∗ 0.0394∗∗∗ 0.0902∗∗∗

(0.00823) (0.0109) (0.0115) (0.0100) (0.00566)

Strong Party Support 0.0396∗∗∗ 0.0687∗∗∗ 0.0626∗∗∗ 0.0457∗∗∗ 0.0474∗∗∗

(0.00478) (0.00587) (0.00623) (0.00596) (0.00391)

Current Subjective Financial Situation

Finding it Quite Difficult 0.00592 0.0161 0.00856 0.0297 0.0205∗

(0.0144) (0.0184) (0.0213) (0.0200) (0.0114)

Just About Getting by/Don’t Know 0.0105 0.00483 0.00617 0.0139 0.0219∗∗

(0.0134) (0.0168) (0.0195) (0.0185) (0.0106)

Doing Alright 0.0324∗∗ 0.00729 0.0160 0.0330∗ 0.0399∗∗∗

(0.0136) (0.0169) (0.0196) (0.0186) (0.0106)

Living Comfortably 0.0397∗∗∗ 0.000457 0.00840 0.0319∗ 0.0574∗∗∗

(0.0138) (0.0172) (0.0199) (0.0189) (0.0108)

Expected Future Subjective Financial Situation

About the Same 0.0116∗∗ 0.00626 0.00907 0.00807 0.0141∗∗∗

(0.00504) (0.00713) (0.00742) (0.00634) (0.00394)

Better off 0.0210∗∗∗ 0.00863 0.0124 0.00917 0.0273∗∗∗

(0.00601) (0.00805) (0.00846) (0.00763) (0.00486)
Number of Observations 18804 17867 15682 14255 55347

Notes: ***, **, and * indicate statistical significance at the 1%, 5% and 10% levels respectively. Base categories in ( ): Cur-
rent Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than
Now/Don’t know).



Table 4: Static Model, Single Equation Estimation for Governing Political Party Support, Average
Marginal Effects (AMEs)

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

Strong Party Support 0.00307 0.0682∗∗∗ 0.0550∗∗∗ 0.0497∗∗∗ 0.0446∗∗∗

(0.00582) (0.00691) (0.00710) (0.00660) (0.00429)

Current Subjective Financial Situation

Finding it Quite Difficult 0.0120 0.0147 -0.000068 0.0224 0.0212∗

(0.0172) (0.0187) (0.0216) (0.0198) (0.0111)

Just About Getting by/Don’t Know 0.0180 0.00112 -0.000123 0.00692 0.0298∗∗∗

(0.0161) (0.0175) (0.0204) (0.0185) (0.0106)

Doing Alright 0.0579∗∗∗ -0.00582 0.00127 0.0281 0.0576∗∗∗

(0.0164) (0.0179) (0.0207) (0.0188) (0.0108)

Living Comfortably 0.0741∗∗∗ -0.0224 -0.00973 0.0244 0.0822∗∗∗

(0.0168) (0.0184) (0.0211) (0.0192) (0.0111)

Expected Future Subjective Financial Situation

About the Same 0.0209∗∗∗ 0.00783 0.00164 0.00733 0.0130∗∗∗

(0.00634) (0.00730) (0.00741) (0.00627) (0.00396)

Better off 0.0374∗∗∗ 0.00985 0.00710 0.0134∗ 0.0291∗∗∗

(0.00760) (0.00838) (0.00867) (0.00759) (0.00495)
Number of Observations 18804 17867 15682 14255 55347

Notes: ***, **, and * indicate statistical significance at the 1%, 5% and 10% levels respectively. Base categories in ( ): Cur-
rent Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than
Now/Don’t know). Estimated models exclude Previous Period Political Party Support (t-1) and, Previous Period Political
Party Support (t=1).



6 Conclusions

We analyse individual voting behaviour and political party support for governing parties in the UK

over five electoral cycles spanning the period 1992-2014. We attempt to answer fundamental questions

that give support to economic voting theories. We explore the relative importance of economic motives

and political sentiments in the dynamics of incumbent party support using the BHPS and the UKHLS

datasets. We contribute to the literature by proposing a flexible dynamic tripartite model linking voters’

political preferences to personal perceptions of own current and future financial situations. Structural

identification of the tripartite model is achieved by using natural instruments implied by the economic

model and temporal ordering instead of relying on questionable arbitrary exogenous variation sources

that are often not available in most datasets.

For each of the five government terms, we investigate the relative importance of current and prospec-

tive egocentric economic evaluations, the persistence of political preferences and the strength of parti-

sanship, by disentangling the effects of state dependence and unobserved heterogeneity. The potential

endogeneity of individual economic evaluations is explicitly modelled via joint estimation of dynamic

random effects tripartite models. The impact of relaxing the model assumptions is examined by esti-

mating static and single-equation random effects models.

The estimates from the dynamic joint-tripartite models reveal that, in all electoral cycles, the most

important drivers of governing party support other than initial period support are previous period

support and the strength of partisanship. The prominence of initial period political party support con-

firms the strong persistence of political preferences, and the importance of past period support and

strength of partisanship reveal the importance of political sentiments and attachment. Quite impor-

tantly, government support increases with the perceived level of the individual’s financial situation in

periods adjacent to economic recessions, 1992-96 and 2010-14 and, the 2005-08 including the 2008 reces-

sionary period commencement. Subjective financial evaluations are statistically insignificant in periods

of relative economic stability and growth. Moreover, voters’ economic perceptions are better drivers

of economic voting than actual income. Thus, our estimation results validate the pocketbook hypoth-

esis of economic voting during transitioning times of the economic cycle. Failing to account for the

simultaneous determination of political support and personal financial evaluations, as well as, not in-

corporating dynamics and initial conditions in the political support structural model inflate the impact



of the perceived current and future personal financial situations. Robustness checks via single equation

conditional ML fixed effects estimation and, including objective actual observed income in addition to

subjective income perceptions in all three equations of the joint-MLE tripartite model corroborate the

findings and the validity of the pocketbook hypothesis.

In summary, our findings highlight the importance of joint modelling of political preferences and

subjective financial evaluations and, complement and extend the results of previous empirical studies,

providing additional evidence in favour of the pocketbook hypothesis and the predominance of political

sentiments over egocentric economic perceptions.
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7 Appendix

7.1 Transition Probability Matrices

Table 5: Transition Probability Matrix: Political Party Supported, BHPS, 1992-1996

Conservative Labour Lib Dem/Lib/SDP SNP Plaid Cymru Green Party Other Party Other answer None Total
Don’t know 0 0 1 0 0 1 0 0 0 2
Conservative 6372 232 317 16 0 29 11 7 231 7215
Labour 118 7568 277 32 7 30 17 2 118 8169
Lib Dem/Lib/SDP 130 416 1901 9 2 19 9 6 48 2540
SNP 7 31 4 181 0 0 0 0 5 228
Plaid Cymru 1 7 0 0 18 1 0 0 0 27
Green Party 12 28 18 1 1 89 2 0 9 160
Other Party 5 12 1 0 0 1 22 3 3 47
Other answer 2 7 1 0 0 0 0 0 2 12
None 116 72 25 2 0 0 1 0 188 404
Total 6763 8373 2545 241 28 170 62 18 604 18804

Notes: Off-diagonal row (r)/column (s) elements respectively denote total voter outflow/inflow during the electoral cycle.
Frequencies (transition count) denote Prob(yit+1 = vs|yit = vr) where, (v) is party preference. Liberal Democrats/ Liberal
Party/ Social Democratic Party (Lib Dem/Lib/SDP), Scottish National Party (SNP).

Table 6: Transition Probability Matrix: Political Party Supported, BHPS, 1997-2000

Conservative Labour Lib Dem/Lib/SDP SNP Plaid Cymru Green Party Other Party Other answer None Total
Conservative 4436 134 105 6 0 13 12 5 146 4857
Labour 275 7281 411 54 13 46 23 13 458 8574
Lib Dem/Lib/SDP 154 237 1735 10 3 19 12 5 97 2272
SNP 5 25 9 233 0 0 2 1 14 289
Plaid Cymru 2 5 0 0 32 1 0 0 3 43
Green Party 7 21 16 0 1 126 2 0 19 192
Other Party 9 16 11 3 0 1 40 3 12 95
Other answer 2 3 2 0 0 0 2 2 9 20
None 153 184 61 7 4 14 9 17 1076 1525
Total 5043 7906 2350 313 53 220 102 46 1834 17867

Notes: Off-diagonal row (r)/column (s) elements respectively denote total voter outflow/inflow during the electoral cycle.
Frequencies (transition count) denote Prob(yit+1 = vs|yit = vr) where, (v) is party preference. Liberal Democrats/ Liberal
Party/ Social Democratic Party (Lib Dem/Lib/SDP), Scottish National Party (SNP).



Table 7: Transition Probability Matrix: Political Party Supported, BHPS, 2001-2004

Conservative Labour Lib Dem/Lib/SDP SNP Plaid Cymru Green Party Other Party Other answer None Total
Conservative 3821 74 135 4 0 13 47 9 141 4244
Labour 149 5437 349 21 6 44 36 7 397 6446
Lib Dem/Lib/SDP 120 183 1759 6 2 25 28 4 130 2257
SNP 4 12 9 190 0 1 4 1 8 229
Plaid Cymru 1 11 0 0 26 1 0 0 4 43
Green Party 10 22 17 0 0 120 9 1 24 203
Other Party 20 16 9 1 0 1 87 3 6 143
Other answer 8 3 5 0 0 2 1 7 29 55
None 130 222 120 8 3 30 41 29 1479 2062
Total 4263 5980 2403 230 37 237 253 61 2218 15682

Notes: Off-diagonal row (r)/column (s) elements respectively denote total voter outflow/inflow during the electoral cycle.
Frequencies (transition count) denote Prob(yit+1 = vs|yit = vr) where, (v) is party preference. Liberal Democrats/ Liberal
Party/ Social Democratic Party (Lib Dem/Lib/SDP), Scottish National Party (SNP).

Table 8: Transition Probability Matrix: Political Party Supported, BHPS, 2005-2008

Conservative Labour Lib Dem/Lib/SDP SNP Plaid Cymru Green Party Other Party Other answer None Total
Conservative 3974 101 66 7 0 16 49 6 137 4356
Labour 194 4370 182 19 12 32 41 9 282 5141
Lib Dem/Lib/SDP 163 195 1340 9 3 37 21 3 114 1885
SNP 6 9 5 168 0 0 3 0 11 202
Plaid Cymru 1 7 3 0 27 1 1 0 4 44
Green Party 12 32 32 2 1 191 13 0 23 306
Other Party 41 25 9 3 3 12 133 5 35 266
Other answer 12 8 3 1 0 0 6 16 18 64
None 158 145 61 11 3 20 51 19 1523 1991
Total 4561 4892 1701 220 49 309 318 58 2147 14255

Notes: Off-diagonal row (r)/column (s) elements respectively denote total voter outflow/inflow during the electoral cycle.
Frequencies (transition count) denote Prob(yit+1 = vs|yit = vr) where, (v) is party preference. Liberal Democrats/ Liberal
Party/ Social Democratic Party (Lib Dem/Lib/SDP), Scottish National Party (SNP).

Table 9: Transition Probability Matrix: Political Party Supported, UKHLS, 2010-2014

Don’t know Conservative Labour Liberal Democrats SNP Plaid Cymru Green Party UKIP BNP None
Don’t know 1256 438 474 208 53 6 103 99 5 788 3430
Conservative 616 12850 411 321 26 9 115 273 2 881 15504
Labour 653 532 13989 346 128 17 304 242 18 1413 17642
Liberal Democrats 380 444 616 2840 28 6 176 72 4 467 5033
SNP 65 20 88 17 859 0 8 2 0 72 1131
Plaid Cymru 9 9 21 3 0 204 5 5 1 29 286
Green Party 111 87 220 92 6 7 977 63 1 237 1801
UKIP 44 64 26 9 1 0 14 151 4 19 332
BNP 5 0 4 0 0 0 1 6 4 2 22
None 1080 737 1307 298 75 34 238 287 20 6090 10166
Total 4219 15181 17156 4134 1176 283 1941 1200 59 9998 55347

Notes: Off-diagonal row (r)/column (s) elements respectively denote total voter outflow/inflow during the electoral cycle.
Frequencies (transition count) denote Prob(yit+1 = vs|yit = vr) where, (v) is party preference. Scottish National Party
(SNP), UK Independence Party(UKIP), British National Party (BNP).



7.2 Descriptive Statistics

Table 10: Descriptive Statistics

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

mean sd mean sd mean sd mean sd mean sd
Previous Period Political Party Support (t-1) 0.384 (0.045) 0.480 (0.040) 0.411 (0.044) 0.361 (0.049) 0.371 (0.020)
Initial Period Political Party Support (t=1) 0.440 (0.055) 0.513 (0.042) 0.447 (0.045) 0.378 (0.049) 0.411 (0.020)
Strong Party Support 0.407 (0.039) 0.308 (0.031) 0.271 (0.036) 0.275 (0.038) 0.231 (0.018)
Ln(Equivalent Real Monthly Income) 2.633 (0.031) 2.727 (0.026) 2.879 (0.027) 2.945 (0.029) 2.836 (0.015)

Current Subjective Financial Situation

Finding it Quite Difficult 0.067 (0.138) 0.047 (0.114) 0.038 (0.142) 0.045 (0.147) 0.061 (0.060)
Just About Getting by/Don’t know 0.290 (0.126) 0.244 (0.101) 0.219 (0.126) 0.230 (0.132) 0.236 (0.054)
Doing Alright 0.312 (0.126) 0.365 (0.101) 0.393 (0.126) 0.390 (0.132) 0.341 (0.054)
Living Comfortably 0.305 (0.126) 0.327 (0.102) 0.337 (0.127) 0.317 (0.133) 0.334 (0.054)

Expected Future Subjective Financial Situation

About the Same 0.571 (0.045) 0.606 (0.043) 0.623 (0.048) 0.593 (0.046) 0.614 (0.020)
Better off 0.232 (0.053) 0.273 (0.047) 0.255 (0.054) 0.227 (0.055) 0.210 (0.025)

House Owned Outright/Mortgage 0.759 (0.044) 0.767 (0.033) 0.795 (0.038) 0.792 (0.042) 0.747 (0.020)
Female 0.519 (0.034) 0.535 (0.028) 0.531 (0.031) 0.531 (0.033) 0.581 (0.015)
Age 48.576 (0.001) 47.750 (0.001) 48.961 (0.001) 50.296 (0.001) 51.917 (0.001)
Married/Civil Partnership 0.637 (0.038) 0.603 (0.030) 0.592 (0.033) 0.595 (0.036) 0.569 (0.016)
Unemployed/Economically Inactive 0.421 (0.042) 0.400 (0.033) 0.393 (0.038) 0.396 (0.041) 0.439 (0.018)
First Degree/Higher Degree 0.111 (0.057) 0.119 (0.043) 0.147 (0.043) 0.164 (0.045) 0.256 (0.017)
Number of Own Children in Household 0.528 (0.021) 0.525 (0.016) 0.533 (0.018) 0.482 (0.020) 0.487 (0.009)
SWB(GHQ):Caseness>=3 0.259 (0.039) 0.249 (0.032) 0.247 (0.035) 0.253 (0.039) 0.203 (0.019)
North West 0.126 (0.090) 0.124 (0.070) 0.126 (0.075) 0.123 (0.085) 0.120 (0.043)
Yorkshire and the Humber 0.098 (0.095) 0.098 (0.073) 0.097 (0.077) 0.106 (0.086) 0.090 (0.045)
East Midlands 0.080 (0.095) 0.091 (0.074) 0.092 (0.080) 0.088 (0.092) 0.090 (0.045)
West Midlands 0.085 (0.095) 0.091 (0.074) 0.091 (0.080) 0.092 (0.090) 0.089 (0.045)
East of England 0.090 (0.092) 0.094 (0.075) 0.100 (0.080) 0.102 (0.089) 0.102 (0.044)
London 0.099 (0.093) 0.091 (0.075) 0.080 (0.082) 0.075 (0.094) 0.074 (0.046)
South East 0.141 (0.087) 0.139 (0.071) 0.140 (0.076) 0.141 (0.086) 0.144 (0.042)
South West 0.092 (0.092) 0.091 (0.075) 0.089 (0.082) 0.095 (0.091) 0.104 (0.043)
Wales 0.052 (0.116) 0.056 (0.080) 0.058 (0.085) 0.060 (0.095) 0.058 (0.050)
Scotland 0.081 (0.103) 0.076 (0.076) 0.075 (0.083) 0.073 (0.093) 0.082 (0.048)
Mean Governing Party Support 0.360 0.442 0.381 0.343 0.349
Number of Observations 18804 17867 15682 14255 55347

Source: University of Essex, ISER, British Household Panel Survey & Understanding Society.



Table 11: Financial Expectations & Current Financial Situation, BHPS, 1992-1996

Financial expectations for year ahead

Financial Situation Worse off than Now/Don’t know About the Same Better off Total

Finding it Very Difficult 203 150 142 495
Finding it Quite Difficult 385 474 403 1262
Just About Getting by/Don’t know 1338 2807 1300 5445
Doing Alright 954 3529 1377 5860
Living Comfortably 814 3,783 1145 5742
Total 3694 10743 4367 18804

Table 12: Financial Expectations & Current Financial Situation, BHPS, 1997-2000

Financial expectations for year ahead

Financial Situation Worse off than Now/Don’t know About the Same Better off Total

Finding it Very Difficult 87 119 102 308
Finding it Quite Difficult 177 371 300 848
Just About Getting by/Don’t know 690 2469 1198 4357
Doing Alright 708 3964 1843 6515
Living Comfortably 506 3901 1432 5839
Total 2168 10824 4875 17867

Table 13: Financial Expectations & Current Financial Situation, BHPS, 2001-2004

Financial expectations for year ahead

Financial Situation Worse off than Now/Don’t know About the Same Better off Total

Finding it Very Difficult 41 69 91 201
Finding it Quite Difficult 118 230 253 601
Just About Getting by/Don’t know 567 1948 923 3438
Doing Alright 647 4015 1500 6162
Living Comfortably 544 3508 1228 5280
Total 1917 9770 3995 15682



Table 14: Financial Expectations & Current Financial Situation, BHPS, 2005-2008

Financial expectations for year ahead

Financial Situation Worse off than Now/Don’t know About the Same Better off Total

Finding it Very Difficult 93 77 83 253
Finding it Quite Difficult 166 259 222 647
Just About Getting by/Don’t know 742 1707 828 3277
Doing Alright 937 3361 1259 5557
Living Comfortably 634 3047 840 4521
Total 2572 8451 3232 14255

Table 15: Financial Expectations & Current Financial Situation, UKHLS, 2010-2014

Financial expectations for year ahead

Financial Situation Worse off than Now/Don’t know About the Same Better off Total

Finding it Very Difficult 484 581 443 1508
Finding it Quite Difficult 905 1474 981 3360
Just About Getting by/Don’t know 2771 6958 3347 13076
Doing Alright 3067 11855 3973 18895
Living Comfortably 2472 13141 2895 18508
Total 9699 34009 11639 55347
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7.3 Reduced Forms: Tripartite Joint-MLE

Table 16: Joint-MLE Estimated Parameters, Current & Expected Subjective Financial Situation

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

CURRENT SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

Ln(Equivalent Real Monthly Income) 0.6144∗∗∗ 0.5131∗∗∗ 0.4555∗∗∗ 0.3652∗∗∗ 0.6439∗∗∗

(0.0244) (0.0249) (0.0256) (0.0263) (0.0157)

House Owned Outright/Mortgage 0.4125∗∗∗ 0.3936∗∗∗ 0.4000∗∗∗ 0.3542∗∗∗ 0.6172∗∗∗

(0.0404) (0.0399) (0.0450) (0.0482) (0.0252)

Female 0.1213∗∗∗ 0.1385∗∗∗ 0.1272∗∗∗ 0.0581 0.0095
(0.0389) (0.0363) (0.0390) (0.0422) (0.0234)

Age 0.0201∗∗∗ 0.0166∗∗∗ 0.0195∗∗∗ 0.0170∗∗∗ 0.0179∗∗∗

(0.0013) (0.0012) (0.0014) (0.0015) (0.0008)

Married/Civil Partnership 0.1151∗∗∗ 0.2144∗∗∗ 0.1623∗∗∗ 0.0914∗∗ 0.1968∗∗∗

(0.0382) (0.0370) (0.0395) (0.0421) (0.0227)

Unemployed/Economically Inactive -0.2994∗∗∗ -0.2183∗∗∗ -0.2735∗∗∗ -0.2120∗∗∗ -0.0137
(0.0353) (0.0365) (0.0397) (0.0428) (0.0212)

First Degree/Higher Degree 0.3226∗∗∗ 0.3262∗∗∗ 0.3829∗∗∗ 0.5121∗∗∗ 0.4238∗∗∗

(0.0606) (0.0557) (0.0560) (0.0584) (0.0272)

Number of Own Children in Household -0.0889∗∗∗ -0.0972∗∗∗ -0.0564∗∗ -0.1049∗∗∗ -0.1649∗∗∗

(0.0208) (0.0198) (0.0220) (0.0244) (0.0128)

SWB(GHQ):Caseness>=3 -0.4221∗∗∗ -0.5023∗∗∗ -0.4026∗∗∗ -0.5179∗∗∗ -0.4434∗∗∗

(0.0255) (0.0272) (0.0293) (0.0311) (0.0166)

North West 0.0227 0.0197 -0.0278 -0.0000 -0.0893
(0.0968) (0.0925) (0.0999) (0.1145) (0.0618)

Yorkshire and the Humber 0.1734∗ 0.1390 0.0181 0.1263 -0.0145
(0.1004) (0.0965) (0.1045) (0.1167) (0.0646)

East Midlands 0.1445 0.1752∗ 0.0846 0.2018∗ -0.1339∗∗

(0.1039) (0.0976) (0.1054) (0.1205) (0.0646)

West Midlands 0.0860 0.0314 -0.0885 -0.1135 -0.0682
(0.1034) (0.0981) (0.1052) (0.1194) (0.0647)

East of England 0.0498 0.1182 -0.0096 -0.0294 -0.1446∗∗

(0.1025) (0.0975) (0.1042) (0.1175) (0.0632)

London -0.0792 -0.1310 -0.2928∗∗∗ 0.1710 -0.3495∗∗∗

(0.0998) (0.0977) (0.1075) (0.1239) (0.0666)

South East -0.1145 0.0427 -0.1550 -0.1011 -0.1497∗∗

(0.0950) (0.0915) (0.0989) (0.1128) (0.0605)

South West -0.0371 -0.0339 -0.1563 -0.2212∗ -0.0501
(0.1012) (0.0978) (0.1059) (0.1185) (0.0633)

Wales -0.0332 -0.2714∗∗ -0.3433∗∗∗ -0.2863∗∗ -0.2599∗∗∗

(0.1151) (0.1073) (0.1158) (0.1294) (0.0701)

Scotland -0.0497 -0.0502 -0.1409 -0.0520 -0.0958
(0.1046) (0.1014) (0.1094) (0.1250) (0.0659)

EXPECTED FUTURE SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

Current Subjective Financial Situation

Finding it Quite Difficult 0.2303∗∗∗ 0.1910∗∗ -0.1928∗ 0.1648 0.0030
(0.0725) (0.0914) (0.1133) (0.1006) (0.0432)

Just About Getting by/Don’t Know 0.1972∗∗∗ 0.1280 -0.4011∗∗∗ 0.0731 0.0234
(0.0684) (0.0850) (0.1057) (0.0932) (0.0407)

Doing Alright 0.1653∗∗ 0.0517 -0.5580∗∗∗ -0.0156 -0.0723∗

(0.0724) (0.0887) (0.1093) (0.0976) (0.0433)

Living Comfortably 0.1618∗∗ 0.0297 -0.6274∗∗∗ -0.0302 -0.1236∗∗∗

(0.0785) (0.0959) (0.1167) (0.1067) (0.0479)

House Owned Outright/Mortgage 0.0540∗ -0.0739∗∗ -0.0468 -0.0920∗∗∗ -0.0162
(0.0315) (0.0315) (0.0349) (0.0347) (0.0191)

Female -0.0882∗∗∗ -0.1226∗∗∗ -0.1338∗∗∗ -0.0928∗∗∗ -0.0852∗∗∗

(0.0272) (0.0266) (0.0280) (0.0277) (0.0161)

Age -0.0198∗∗∗ -0.0210∗∗∗ -0.0190∗∗∗ -0.0206∗∗∗ -0.0223∗∗∗

(0.0010) (0.0009) (0.0010) (0.0010) (0.0006)

Married/Civil Partnership -0.1957∗∗∗ -0.1199∗∗∗ -0.1196∗∗∗ -0.1651∗∗∗ -0.0901∗∗∗

(0.0291) (0.0283) (0.0297) (0.0294) (0.0166)

Unemployed/Economically Inactive -0.1198∗∗∗ -0.1623∗∗∗ -0.1922∗∗∗ -0.1614∗∗∗ -0.0256
(0.0297) (0.0301) (0.0323) (0.0324) (0.0169)

First Degree/Higher Degree 0.0636 0.1801∗∗∗ 0.1075∗∗∗ 0.0580 0.0233
(0.0433) (0.0411) (0.0399) (0.0382) (0.0188)

Number of Own Children in Household 0.0786∗∗∗ -0.0041 0.0279∗ 0.0304∗ 0.0157
(0.0156) (0.0151) (0.0165) (0.0170) (0.0095)

SWB(GHQ):Caseness>=3 -0.1513∗∗∗ -0.1316∗∗∗ -0.1023∗∗∗ -0.1345∗∗∗ -0.1524∗∗∗

(0.0242) (0.0258) (0.0273) (0.0278) (0.0158)

North West -0.0487 -0.0541 0.0446 0.1201 0.0686
(0.0686) (0.0685) (0.0720) (0.0755) (0.0426)

Yorkshire and the Humber -0.0636 0.0529 0.0574 0.0414 0.0526
(0.0714) (0.0714) (0.0751) (0.0771) (0.0445)

East Midlands 0.0484 0.0125 0.0149 0.0192 0.0396
(0.0740) (0.0722) (0.0757) (0.0793) (0.0446)

West Midlands 0.0785 -0.0783 -0.0167 0.0853 0.0824∗

(0.0734) (0.0723) (0.0758) (0.0788) (0.0446)

East of England 0.0434 -0.0305 -0.1162 -0.0598 0.0578
(0.0726) (0.0718) (0.0747) (0.0774) (0.0436)

London 0.0625 0.0057 -0.1146 0.0723 0.1379∗∗∗

(0.0713) (0.0723) (0.0776) (0.0815) (0.0461)

South East 0.0376 0.1124∗ 0.0373 -0.0657 0.0995∗∗

(0.0675) (0.0677) (0.0711) (0.0743) (0.0416)

South West 0.1625∗∗ -0.0127 -0.0713 0.0203 0.1134∗∗∗

(0.0722) (0.0722) (0.0763) (0.0784) (0.0435)

Wales -0.0194 -0.0305 0.0121 0.0688 0.0023
(0.0817) (0.0797) (0.0835) (0.0853) (0.0484)

Scotland 0.0332 0.0458 0.0213 0.0032 0.0619
(0.0740) (0.0748) (0.0788) (0.0822) (0.0453)

Notes: Continuation of Table 1. Standard errors in parentheses, ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. Base categories same as in Table 1. Current and Future financial situation include (T-2) time dummies per model time period length (T), not shown.
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Table 17: Joint-MLE Estimated Threshold Parameters, Current & Expected Subjective Financial Situation

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

REDUCED FORM: CURRENT SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

µ1 -0.4877∗∗∗ -1.1779∗∗∗ -1.2961∗∗∗ -1.4058∗∗∗ -0.3226∗∗∗

(0.1291) (0.1288) (0.1410) (0.1548) (0.0818)

µ2 0.5571∗∗∗ -0.1904 -0.2913∗∗ -0.4172∗∗∗ 0.7201∗∗∗

(0.1273) (0.1256) (0.1365) (0.1510) (0.0807)

µ3 2.3392∗∗∗ 1.5365∗∗∗ 1.4419∗∗∗ 1.2966∗∗∗ 2.4136∗∗∗

(0.1275) (0.1248) (0.1354) (0.1499) (0.0808)

µ4 3.7787∗∗∗ 3.1799∗∗∗ 3.2033∗∗∗ 3.0774∗∗∗ 4.1061∗∗∗

(0.1288) (0.1263) (0.1371) (0.1514) (0.0819)
REDUCED FORM: EXPECTED FUTURE SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

κ1 -1.8466∗∗∗ -2.7216∗∗∗ -3.1901∗∗∗ -2.1802∗∗∗ -2.3649∗∗∗

(0.1017) (0.1156) (0.1347) (0.1261) (0.0621)

κ2 0.2101∗∗ -0.4255∗∗∗ -0.8521∗∗∗ -0.0518 -0.0915
(0.1008) (0.1132) (0.1314) (0.1242) (0.0610)

Notes: Continuation of Table 16. Standard errors in parentheses, ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01

7.4 Objective Income and Structural Identification

To establish robustness of our conclusions and the validity of the exclusion restriction involving the ob-

jective income measure which is only included in the reduced form for current subjective finances (eq.2),

we additionally include deflated monthly equivalent household income as an objective measure of the

current personal financial situation (in addition to the subjective measure) in the structural equation

(eq.1) and in the reduced form equation for expected future finances (eq.3) - see Table 19, Appendix for

a summary of the results displaying key explanatory variable coefficients. This corresponds to modify-

ing the joint tripartite model by adding the objective income measure in vectors xit and git. Concerning

the structural equation, the objective income measure turns out to be statistically insignificant across all

periods except for the 2010-14 electoral cycle (see Table 18, Appendix). Further, adding equivalent in-

come to the structural equation does not alter our conclusions regarding the unobserved determinants.

The estimated covariances between the unobserved determinants of subjective economic evaluations

and the latent determinants of governing party support are very similar in terms of coefficient magni-

tude and statistical significance, whether including equivalent income in all three equations or including

equivalent income in the reduced form for the current subjective financial situation only. In both sets

of estimations, we find statistically significant covariances among the unobserved heterogeneity in the

structural and reduced form equations in the 1992-96 and 2010-14 government terms (see bottom of

Tables 1 and Table 18, Appendix).

The inclusion of the equivalent income variable in the structural form has an impact on the statistical

significance of the highest two current financial situation classification dummies (doing alright, living
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comfortably) in the first and final electoral cycles, whereas the statistical significance of the prospective

financial state dummy variables remains the same (compare Tables 1 and Table 18, Appendix). This

indicates the collinearity among the subjective current financial situation and the (objective) equivalent

income variable. The equivalent income variable is statistically significant only when added to the

reduced form equation for the expected future financial situation in the 2010-14 electoral cycle (see Table

18, Appendix).
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Table 18: Tripartite Joint-MLE Estimated Parameters: Governing Political Party Support, Current &
Expected Future Subjective Financial Situation: adding equivalent income in each equation to the full set
of covariates (not shown)

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

STRUCTURAL FORM: PARTY SUPPORT, DYNAMIC RANDOM EFFECTS PROBITS

Ln(Equivalent Real Monthly Income) 0.0856 0.0290 0.0056 0.0003 0.1076∗∗∗

(0.0552) (0.0430) (0.0427) (0.0490) (0.0235)

Previous Period Political Party Support (t-1) 0.7352∗∗∗ 0.5269∗∗∗ 0.7132∗∗∗ 0.4209∗∗∗ 0.6272∗∗∗

(0.0883) (0.0833) (0.0864) (0.0985) (0.0356)

Initial Period Political Party Support (t=1) 5.0593∗∗∗ 3.6168∗∗∗ 3.3627∗∗∗ 4.0475∗∗∗ 2.5071∗∗∗

(0.2906) (0.2017) (0.2087) (0.2480) (0.0705)

Strong Party Support 0.5462∗∗∗ 0.6035∗∗∗ 0.5710∗∗∗ 0.4987∗∗∗ 0.3399∗∗∗

(0.0661) (0.0531) (0.0580) (0.0665) (0.0286)
Current Subjective Financial Situation

Finding it Quite Difficult 0.0612 0.1378 0.0707 0.3304 0.0978
(0.1982) (0.1621) (0.1951) (0.2190) (0.0831)

Just About Getting by/Don’t Know 0.0754 0.0387 0.0420 0.1653 0.0514
(0.1873) (0.1498) (0.1818) (0.2057) (0.0788)

Doing Alright 0.3116 0.0597 0.1200 0.3844∗ 0.1086
(0.1949) (0.1566) (0.1886) (0.2141) (0.0827)

Living Comfortably 0.3328 -0.0035 0.0395 0.3855∗ 0.1446
(0.2071) (0.1702) (0.2030) (0.2323) (0.0901)

Expected Future Subjective Financial Situation

About the Same 0.1314∗ 0.0673 0.0552 0.0972 0.0602∗∗

(0.0722) (0.0656) (0.0715) (0.0733) (0.0306)

Better off 0.2297∗∗ 0.1034 0.0515 0.1198 0.1183∗∗∗

(0.0934) (0.0836) (0.0925) (0.0982) (0.0416)
REDUCED FORM: CURRENT SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

Ln(Equivalent Real Monthly Income) 0.6146∗∗∗ 0.5132∗∗∗ 0.4566∗∗∗ 0.3654∗∗∗ 0.6433∗∗∗

(0.0245) (0.0249) (0.0256) (0.0264) (0.0158)

REDUCED FORM: EXPECTED FUTURE SUBJECTIVE FINANCIAL SITUATION - RANDOM EFFECTS ORDERED PROBITS

Ln(Equivalent Real Monthly Income) -0.0062 0.0011 0.0131 0.0039 -0.0331∗∗

(0.0217) (0.0221) (0.0226) (0.0219) (0.0138)

Current Subjective Financial Situation

Finding it Quite Difficult 0.2307∗∗∗ 0.1909∗∗ -0.1933∗ 0.1647 0.0060
(0.0725) (0.0914) (0.1133) (0.1006) (0.0432)

Just About Getting by/Don’t Know 0.1985∗∗∗ 0.1279 -0.4024∗∗∗ 0.0728 0.0291
(0.0685) (0.0850) (0.1057) (0.0932) (0.0408)

Doing Alright 0.1676∗∗ 0.0514 -0.5612∗∗∗ -0.0162 -0.0628
(0.0728) (0.0888) (0.1094) (0.0977) (0.0435)

Living Comfortably 0.1652∗∗ 0.0292 -0.6328∗∗∗ -0.0314 -0.1081∗∗

(0.0793) (0.0963) (0.1171) (0.1070) (0.0483)

var(ζi,2) 1.4383∗∗∗ 1.4369∗∗∗ 1.4643∗∗∗ 1.6023∗∗∗ 1.6935∗∗∗

(0.0482) (0.0493) (0.0536) (0.0606) (0.0328)

var(ζi,3) 0.5061∗∗∗ 0.5135∗∗∗ 0.4897∗∗∗ 0.4051∗∗∗ 0.5635∗∗∗

(0.0229) (0.0253) (0.0266) (0.0244) (0.0146)

var(ζi,1) 2.1000∗∗∗ 1.6014∗∗∗ 1.3905∗∗∗ 1.7693∗∗∗ 1.2539∗∗∗

(0.2715) (0.1941) (0.1902) (0.2462) (0.0760)

cov(ζi,2,ζi,3) 0.1620∗∗∗ 0.1708∗∗∗ 0.2283∗∗∗ 0.1504∗∗∗ 0.2093∗∗∗

(0.0248) (0.0264) (0.0286) (0.0300) (0.0165)

cov(ζi,1,ζi,2) 0.1571∗∗ -0.0028 0.0194 -0.0244 0.1519∗∗∗

(0.0661) (0.0512) (0.0548) (0.0678) (0.0285)

cov(ζi,1,ζi,3) 0.0660 -0.0199 0.0422 -0.0147 0.0683∗∗∗

(0.0418) (0.0324) (0.0343) (0.0372) (0.0167)

ρ(ζi,2,ζi,3) 0.190∗∗∗ 0.199∗∗∗ 0.270∗∗∗ 0.187∗∗∗ 0.214∗∗∗

ρ(ζi,1,ζi,2) 0.090∗∗ -0.002 0.014 -0.014 0.104∗∗∗

ρ(ζi,1,ζi,3) 0.064 -0.022 0.051 -0.017 0.081∗∗∗

Log-Likelihood -40976.263 -39668.193 -33827.358 -31356.927 -124002.746
Number of Observations 18804 17867 15682 14255 55347
Notes: GSEM: Generalised Structural Equation Modeling, Standard errors in parentheses, ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. All three equations are identical in terms of remaining covariates included in to Tables 2 and 3.
Base categories in ( ): Current Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than Now/Don’t know).
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7.5 Alternative, Conditional Maximum Likelihood (CML) Estimation

As an alternative to random effects, fixed effects (FE) estimation permits an arbitrary correlation be-

tween ζi and the covariates. Assuming a logistic distribution for the idiosyncratic error component

(ηit) in the structural form (eq.1), consistent parameter estimates can be obtained via single equation

conditional maximum likelihood (CML)- Chamberlain, (1980). However, the CML-FE logit uses the

sufficient statistic
Ti∑
t=1

yit to eliminate ζi from the likelihood function. This discards observations violat-

ing 0 <
Ti∑
t=1

yit < Ti i.e. observations for which individual governing party support (yit) is the same

during an electoral cycle, and time-invariant (or near time-invariant) covariates, initial conditions and

lagged party support cannot be included in the model. The corresponding CML-FE sample attrition

is substantial due to the inherent invariance of political preferences (see transition probability matrices

Tables 5-9, Appendix), which can be seen by observing the notably reduced sample sizes in Table 19,

Appendix. In summary, the single equation FE-CML estimates corroborate the joint-MLE random ef-

fects estimates and, indicate that good perceptions of current personal finances and/or anticipating an

improved future financial situation augment the support for the governing party, corroborating the eco-

nomic voting hypothesis (see Table 19, Appendix). Joint-MLE RE is a more efficient estimation method

since it utilises a substantially larger effective number of observations and produces similar results to

CML-FE. Further, joint-MLE RE permits modelling a tripartite system and provides information regard-

ing the relationships among the unobserved factors determining political preferences and subjective

financial evaluations.
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Table 19: Governing Political Party Support, Fixed Effects (FE) Logits, CML

(1) (2) (3) (4) (5)
1992-96, BHPS 1997-00, BHPS 2001-04, BHPS 2005-08, BHPS 2010-14, UKHLS
Conservatives Labour Labour Labour Conservatives& L.Democrats

Strong Party Support 0.5630∗∗∗ 0.7488∗∗∗ 0.8098∗∗∗ 0.7359∗∗∗ 0.4857∗∗∗

(0.1145) (0.1048) (0.1185) (0.1245) (0.0502)

Current Subjective Financial Situation
Finding it Quite Difficult 0.3388 0.1403 0.0136 0.4240 0.0595

(0.2662) (0.2340) (0.2726) (0.3071) (0.1130)

Just About Getting by/Don’t Know 0.3162 0.1146 0.0549 0.1272 0.1838∗

(0.2550) (0.2186) (0.2547) (0.2903) (0.1109)

Doing Alright 0.6492∗∗ 0.1256 0.1459 0.4324 0.2144∗

(0.2621) (0.2224) (0.2601) (0.2996) (0.1146)

Living Comfortably 0.7141∗∗∗ 0.1258 0.0389 0.3532 0.3011∗∗

(0.2716) (0.2330) (0.2703) (0.3133) (0.1189)

Expected Future Subjective Financial Situation

About the Same 0.2271∗∗ 0.0972 -0.0604 0.1278 0.0649
(0.1015) (0.0995) (0.1128) (0.1117) (0.0415)

Better off 0.3165∗∗∗ 0.2176∗ 0.0297 0.2513∗ 0.1320∗∗∗

(0.1198) (0.1118) (0.1265) (0.1292) (0.0509)

House Owned Outright/Mortgage -0.0529 0.0993 0.1458 0.2296 -0.1702∗

(0.2032) (0.1597) (0.1796) (0.2096) (0.0945)

Age 0.1017 -0.1271 0.1387 0.2405 -0.0683
(0.1539) (0.1315) (0.1675) (0.1898) (0.0693)

Married/Civil Partnership -0.3863∗∗ -0.2167 -0.0130 -0.3437 0.1155
(0.1961) (0.1945) (0.1949) (0.2206) (0.0928)

Unemployed/Economically Inactive 0.0815 0.1106 0.0080 0.1527 -0.0231
(0.1379) (0.1230) (0.1364) (0.1519) (0.0586)

First Degree/Higher Degree 0.7061 0.4762 0.6185 0.5401 -0.0151
(0.4352) (0.3617) (0.5141) (0.4970) (0.1760)

Number of Own Children in Household 0.0915 0.2924∗∗∗ -0.1068 0.2030∗ -0.0213
(0.1145) (0.1038) (0.1077) (0.1232) (0.0529)

SWB(GHQ):Caseness>=3 -0.0985 0.1042 0.0238 0.1053 0.0026
(0.0919) (0.0810) (0.0897) (0.0984) (0.0401)

Log-Likelihood -1677.273 -2056.666 -1703.590 -1464.230 -10258.164
Sample Size 6095 6805 5565 4377 29304
Notes: Standard errors in parentheses, ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. (T-1) time dummies per model time period length (T), not shown.
Excludes Government Office Region controls due to lack of within-variation (producing large standard errors). Adding regional controls, minimally affects the coefficients of subjective economic evaluations.
Base categories in ( ): Current Subjective Financial Situation (Finding it Very Difficult); Expected Future Subjective Financial Situation (Worse off than Now/Don’t know).

Chamberlain, G. (1980). ‘Analysis of Covariance with Qualitative Data’, Review of Economics and

Statistics, 47, pp. 225–238.
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José-Manuel Giménez-Gómez, Antonio Osorio and Josep E. Peris.

WP1403 ’Conflicting Claims Problem Associated with Cost Sharing of a Network’
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WP1802 ’Long-run Sustainability in the Green Solow Model.’
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José-Manuel Giménez-Gómez, Josep E. Peris and Begoña Subiza.

WP1904 ’Randomly Selected Representative Committees.’
Michael J. Hasday, Josep E. Peris and Begoña Subiza.

WP1905 ’A Non-Cooperative Approach to the Folk Rule in Minimum Cost Spanning
Tree Problems.’
Penélope Hernández, Josep E. Peris and Juan Vidal-Puga.

WP2001 ’Affirmative Action Through Endogenous Set-Asides.’
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