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Abstract
Using the Panel of Social Inequalities in Catalonia, Spain (PaD 2001–2012), this article 
investigates the relationship between perceptions of economic conditions and subjective 
well-being in times of prosperity and economic crisis. It also analyses how this relation-
ship plays out across different social backgrounds. Periods of economic crisis and prosper-
ity serve as a proxy for objective macroeconomic conditions. The Spanish region of Cata-
lonia is a relevant setting because it faced one of the highest increases in inequality and 
unemployment in Europe as a result of the 2008 Economic Crisis. Our results show that 
perceived economic conditions matter beyond objective micro and macroeconomic realm 
and become a strong determinant of subjective well-being during a crisis, particularly for 
the middle class. However, contrary to our initial expectations, our results also show the 
existence of a close correlation between perceptions of economic conditions and subjective 
well-being for low social background individuals in times of economic prosperity, and an 
even stronger relationship in times of economic crisis. The article stipulates several poten-
tial explanations for these results.

Keywords Subjective well-being · Perceptions · Social background · Economic crisis · 
Spain

1 Introduction

Individual subjective well-being is thought to be largely influenced by objective material 
conditions such as income and employment (Andersen 2008; Strandh 2001). Given that 
income in economic and philosophical theory is seen as an important means of autonomy, 
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there is abundant literature on the extent to which individual income may improve individ-
ual subjective well-being (Layard 2010; Sen 2009). While positive returns due to a grow-
ing income are documented, a study by Easterlin (1974) revealed that subjective well-being 
only increases with increasing income up to a certain point, after which it stabilizes and 
even starts to decrease. This is known as the ‘Easterlin Paradox’, and it motivated conse-
quential research on the phenomenon (i.e. within the well-known economics of happiness 
literature). While income is expressed numerically and people are asked to report it factu-
ally without endowing it with personal characteristics, this can sometimes narrow the real 
picture of the well-being of an individual. Instead, subjective indicators of economic con-
ditions measure attitudes and can also be important in true assessments of well-being (Van 
Praag et al. 2003); neglect for how people feel about their economic situation may bias the 
overall conclusions.

In this paper, we rely on a want-based approach while seeking to explore the distinction 
between needs, which represent an objective evaluation, and wants, as subjective measures 
of what people perceive (Allardt 1993). We delve into this by studying a rather unexplored 
dimension of perceptions of economic conditions in relation to subjective well-being after 
accounting for individual objective conditions like income or labour market situation. Spe-
cifically, we ask the following: How are perceptions of economic conditions related to sub-
jective well-being, and do they matter beyond objective individual conditions? If yes, do 
these perceptions matter more within specific macroeconomic conditions and for specific 
groups as designated by social background?

Subjective well-being in our study is defined as life satisfaction. We apply our research 
questions to a case study of Catalonia, Spain, in the period from 2002 to 2012 when the 
region and the country shifted from prosperity to recession. Catalonia is a region in Spain 
with one of the highest reported levels of subjective well-being while Spain is in the top 
20% of the happiest countries in the world (World Happiness Report 2019). Catalonia is an 
example of a relatively well-off region with a stable social structure that nonetheless faced 
extremely volatile economic conditions during the 2008 Economic Crisis, allowing for 
an examination of the role of perceived economic situation on individual subjective well-
being in different periods of time. Furthermore, Catalonia hosts one of the few longitudinal 
surveys in Southern Europe and the only one available in Spain, the so-called ‘Panel of 
Social Inequalities in Catalonia’ (PaD).

Our contribution to the literature is manifold. First, there has been work on subjective 
well-being connected to three interrelated concepts relevant to our research: economic risk, 
economic uncertainty and perceptions of economic conditions—also defined as consumer 
confidence. Although the three concepts might seem similar, they refer to distinct psycho-
logical constructs. Economic risk applies to a situation in which statistical probabilities 
are recognized based on known chances, while (economic) uncertainty equates to situa-
tions in which statistical probabilities cannot be determined because chances are unknown 
(Runde 1998: 543; Knight 1921). Perceptions of economic conditions (or consumer con-
fidence) instead can broadly be defined as public views of economic conditions (Merkle 
et al. 2003). In other words, while economic uncertainty refers to the variance of the dis-
tribution, consumer confidence illustrates the mean of the distribution. In our analysis, we 
explore perceived economic conditions due to its relevance as an economic and social indi-
cator (Jansen and Nahuis 2003; Fisher and Statman 2000), and we analyse its relationship 
with individual subjective well-being.

Second, the study further examines how this relationship was affected by the 2008 Eco-
nomic Crisis. Stiglitz et al. (2018) claim that, even if in 2010 there had been a substantial 
GDP increase in the Organisation for Economic Co-operation and Development (OECD) 
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countries, the majority of people world would still have felt they were in a recession. In 
other words, individual perceptions of the economic situation impacted subjective well-
being even if the economic situation objectively improved. Consequently, if politicians 
had taken perceptions of economic situation metrics into consideration when assessing the 
impact of the 2008 Great Recession, they could have seen that its consequences were much 
more significant than the official statistics indicated. The existing literature, though lim-
ited, finds that perceptions of economic conditions indeed matter for subjective well-being 
beyond income, particularly in times of economic downturn (Tonzer 2017; Giugni and 
Mexi 2018). In this article, we focus on the 2008 Economic Crisis as a particularly clear 
example of an economic downturn.

Third, our study investigates how this relationship played out across different social 
backgrounds. Individuals of the same social background tend to be socialized similarly and 
operate in closed social circles (Fiske and Markus 2012), which influences self-perception 
and future expectations about individual positions (Bandura 1999). Moreover, research-
ers have found that individuals from the middle social class might be more affected by an 
economic crisis than low and high social class individuals (Kiess and Lahusen 2018). In 
this article, we address whether individuals from different social backgrounds in Catalonia, 
Spain have different coping mechanisms overall and in times of economic crisis.

Finally, previous research on perceived economic situations and subjective well-being 
has predominantly used cross-sectional data. Taking into consideration that perceived eco-
nomic situation and subjective well-being are psychological constructs influenced by soci-
oeconomic factors, individuals’ unobserved heterogeneous fixed effects can play an impor-
tant role when drawing conclusions. Our study addresses this limitation by using the only 
available Spanish longitudinal-panel data (PaD).

We begin by describing the theoretical and empirical research that focuses on the rela-
tionship between perceived economic conditions and subjective well-being in times of eco-
nomic crisis and prosperity, as well as the role of social background in it. These sections 
ground and define our hypotheses. Subsequently, the selected case study is presented, as 
well as a description of the data, the methodology and our empirical model. We then lay 
out our findings, and the final section concludes.

2  Theoretical Discussion and Hypotheses

2.1  Perceptions of Economic Conditions and Subjective Well-Being

Perceptions of economic conditions are operationalized by asking individuals questions 
as to their perceptions of the future evolution of their household economic situation and 
the economy as a whole (Hacker 2018). Similar to the concepts of risk and uncertainty, it 
contains two main subjective dimensions: a microeconomic sentiment (referring to each 
respondent’s economic situation in terms of the household) and a macroeconomic senti-
ment (referring to the evolution of the national economy) (Borra and Gómez-García 2016; 
Luechinger et al. 2010). Although the literature is light on the direct relationship between 
perceptions of economic conditions and subjective well-being, the two concepts can be 
closely related. Some studies suggest that perceived economic conditions can influence 
subjective well-being both at the aggregate national level (Merkle et al. 2003) as well as 
at the individual level by altering individuals’ propensity to make decisions and take risks 
(Stiglitz et  al. 2018). Otis (2017) provided evidence of the strong relationship between 
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perceived economic circumstances and subjective well-being beyond objective factors 
within rural and urban China. Similarly, in a panel study focused on the microeconomic 
sentiment of perceptions of economic conditions in the UK, Oskrochi et al. (2018) argued 
that one of the most important variables affecting subjective well-being is the perception of 
one’s future financial situation. Relating this to public policy, Campara et al. (2017) found 
that, even if small governmental cash transfers generally increased subjective well-being 
for poor Brazilian families, this was not sufficient to eliminate individuals’ general nega-
tive perceptions of their household’s economic situation. Other studies that examined indi-
viduals’ perceptions of their household finances also uncovered a positive relationship with 
specific facets of subjective well-being like self-esteem (Krause et al. 1991) or low levels 
of depression (Rocha and Strand 2004). These claims build on Bovi (2009), who stated that 
consumer confidence illustrates information about feelings, as it reflects the moods of citi-
zens and frequently contains heuristic and biased responses.

Other far more extensive research on variables closely related to perceptions of eco-
nomic conditions also points to a relationship with subjective well-being. An example of 
this is research on subjective job insecurity, defined as one’s feelings about a possible job 
loss in the near future (Chung and Mau 2014). Research has found a relationship both sig-
nificant and negative between job insecurity and subjective well-being and that an indi-
vidual’s perception of job insecurity matter for subjective well-being beyond their objec-
tive situation (Geishecker 2012; Knabe and Rätzel 2011). Green (2011) also found that the 
effects of extreme job insecurity on subjective well-being parallel those of unemployment. 
Moreover, other studies have discussed how job insecurity appears to have more lasting 
adverse psychological effects than long-term unemployment (Burchell 2011). The individ-
ual expectation of finding new employment when wanted or needed is a related concept 
(Berntson and Marklund 2007). Different studies have uncovered a rather positive rela-
tionship between positive expectations of finding new employment and individual subjec-
tive well-being (Karren and Gowan 2012; Berntson and Marklund 2007). For instance, De 
Cuyper et  al. (2014) observed that perceived employability is positively associated with 
subjective well-being at work. Also, Knabe and Rätzel (2011) have maintained that per-
ceived employability is as vital as present employment status.

Following the theoretical distinction between wants and needs (Allardt 1993), and on 
the grounds of above-mentioned empirical evidence, we hypothesize that the perceptions 
of economic conditions matter for subjective well-being beyond individual income and 
employment (hypothesis 1).

While the effects of economic crises on subjective well-being have been researched 
extensively (De Neve et  al. 2018; Dolan et  al. 2008),1 fewer studies have examined the 
intersections between perceptions of economic conditions (consumer confidence in the 
economic literature), economic crises and subjective well-being. One example is Lemmon 
and Portniaguina (2006), who discovered that consumer confidence only predicted inves-
tor optimism indicators after the 1977 economic crisis due to the increase of household 
participation in stock markets. Other research demonstrated that rising stock prices have a 
positive relationship with consumer confidence as investors interpret it as a positive macro-
economic sign (Otoo 1999; Jansen and Nahuis 2003).

Another related example is Lolić et al. (2017), who have shown that the macroeconomic 
sentiment of the evolution of the national economy—a crucial psychological dimension 

1 De Neve et al. (2018) found that economic crises negatively affect individuals’ life satisfaction twice as 
much than periods of economic growth.
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of consumer confidence—grows significantly during a macroeconomic crisis. Relatedly, 
Giugni and Mexi (2018) have observed that even if the 2008 recession had few measurable 
macroeconomic effects on Switzerland’s economy, its citizens still experienced its deleteri-
ous effects in terms of negative perceptions of economic conditions.

The 2008 Economic Crisis is an example of an event with the capacity to trigger a high 
level of negative perceptions of economic conditions and decrease consumer confidence. 
Based on previous empirical evidence, we expect that the relationship between perceived 
economic conditions and subjective well-being will matter more during the period of the 
2008 Economic Crisis than during the prosperous periods that preceded it (hypothesis 2). 
The expected differentiation of the effects by designated socioeconomic groups follows in 
the next section.

2.2  The Role of Social Background

Social cognitive theory signals the potential mediating role that social background, which 
encompasses social class, education and life experiences (Doney et al. 1999), can play in 
the relationship between perceived economic conditions, economic crises and subjective 
well-being. Individuals are ranked as belonging to low, middle or high social background 
on the basis of a combination of those elements. High social background implies a high 
level of income, economic security and ample opportunities for economic advancement, 
whereas low social background scores rather low on those dimensions (Connelly et  al. 
2016). Individuals with equivalent social backgrounds tend to be socialized similarly and 
develop specific social behaviours and social cognitive responses to everyday experiences 
(Fiske and Markus 2012). These behaviours are reinforced by everyday interactions that 
often take place in closed social circles. In this way, social background influences self-per-
ceptions about individual positions and future expectations (Bandura 1999). Also, social 
pressures cause individuals to entertain different professional goals in accordance with 
their social background, and the within-group comparison surfaces (Becker et  al. 2017; 
Pennington et al. 2016).

Different empirical studies have illustrated the postulates of social cognitive theory. 
Anderson et al. (2006) suggested that on average individual perceptions of status match 
perceptions of group status. Batruch et al. (2017) have shown that high achieving students 
from low social backgrounds usually feel less capable than their middle or high social 
background counterparts due to social pressures. Hoff and Priyanka (2005) demonstrated 
that, when caste is not publicly revealed, Indian children perform similarly in maze games. 
However, when caste is revealed, social pressure appears to cause children of lower castes 
to underperform. Similarly, sociological research on higher education shows that university 
students from low social backgrounds usually feel unwelcome or exhibit signs of impostor 
syndrome (Rubin 2012; Reay et al. 2010) and perceive themselves as less skilled than their 
high social background counterparts (Jury et al. 2017; Ivcevic and Kaufman 2013).

This theoretical framework and the related empirical research demonstrate the impor-
tance of the inclusion of social background in understanding why individuals could per-
ceive and react differently to the same economic situation. A few researchers have previ-
ously put forth this argument, particularly in relation to the recent economic crisis. In an 
empirical study about perceptions of crisis across social classes in Germany, Kiess and 
Lahusen (2018) argued that citizens from the middle social class might be more affected 
by economic uncertainty during times of economic crisis than low and high social class 
citizens. Their research illustrated that this happens because, when compared to those of a 
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lower social background, middle class individuals view themselves as having ‘something 
to lose’ (Kiess and Lahusen 2018: 190). Further, middle class individuals operate without 
the economic security of upper social background individuals. The authors thus speculated 
that middle social background individuals have more social expectations of status, efforts 
and goals than individuals from lower social backgrounds. When these expectations are 
not met (e.g. in times of crisis), the subjective well-being of these individuals will be more 
negatively affected in comparison to those with fewer expectations (low social background 
individuals) or with more resources (high social background individuals). The inability to 
fulfil these expectations has been known in the literature as ‘status panic’ (Bude 2017).

Similarly, Steijn et al. (1998) have argued that the middle class in the West, especially 
in Europe, is expected to suffer the most from economic downturns. From the 1980s, the 
growing flexibility of the labour market coupled with increasingly precarious working con-
ditions and long-term unemployment have become part of the collective consciousness of 
large swathes of the middle class. These individuals have begun to feel that their economic 
and social position is threatened, and consequently their job security and career prospects. 
At the same time, these processes have been accompanied by the consolidation of indi-
vidualistic values, based on an orientation toward achievement and a consumerist lifestyle. 
These factors have caused the middle class to feel the pressure of individual achievement 
and social expectations without the resource protection of high-class individuals, which 
has engendered a durable sense of anxiety. On the contrary, lower social background indi-
viduals tend to undervalue their actual knowledge, abilities and possibilities, and therefore 
develop lower expectations for social mobility due to within-group social pressure (Soria 
and Stebleton 2013; Ivcevic and Kaufman 2013).2

The above theoretical and empirical evidence provides a basis for the following two 
hypotheses: perceived economic conditions matter strongly for the subjective well-being of 
individuals from middle social backgrounds (hypothesis 3a), and perceptions of economic 
conditions in times of economic crisis will matter strongly  for the subjective well-being of 
individuals of middle social background, and less strongly for those of low and high social 
backgrounds (hypothesis 3b).

2.3  The Focus: Catalonia, Spain

The three hypotheses are tested within different economic periods in Spain, more specifi-
cally the region of Catalonia. Spain is considered a well-developed European Union (EU) 
economy but it experienced one of the most negative socioeconomic fallouts from the 
Great Recession of 2008, particularly in comparison to other EU countries. Spain suffered 
the highest growth of inequality and unemployment in Europe resulting from the 2008 
Economic Crisis (OECD 2016). From 2007 to 2012, the unemployment rate rose from 8.57 
to 25.77%, particularly affecting young people (from 18.1% for those aged 16 to 24 years 
old in 2007 to 52.9% in 2012) (Spanish Statistical Office 2020).

Catalonia has always been a wealthy region in Spain with a stable social structure. 
It closely mirrors the average Spanish unemployment rates before and after the 2008 
Economic Crisis (Spanish Statistical Office 2020). For example, since the start of the 

2 Similar arguments were made by Bourdieu (1986) who suggested that lower social background individu-
als suffer from the social pressure of being less capable in comparison to others, hence impeding social 
mobility mechanisms.
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economic crisis, the unemployment rate in Catalonia was typically only 2% below that 
of Spain as a whole. Also, from 2002 to 2012 the percentage of newly-registered per-
manent labour contracts fluctuated between an average of 7% and 12% in both Catalonia 
and Spain (Statistical Institute of Catalonia 2020).

3  Methodology

3.1  The Catalan PaD Dataset

Catalonia is home to the only available longitudinal survey in Spain, the so-called 
‘Panel of Social Inequalities in Catalonia’ (PaD). This is a representative panel survey 
that collected information on individuals within Catalan households from 2001 to 2012. 
The panel consisted of 11 waves (2001–2012) that offer key information on socioeco-
nomic conditions, equality, justice and subjective well-being. On average, the survey 
covered around 1760 individuals per wave (PaD 2014), yet the panel faced substantial 
attrition over time (from 50 to 70% depending on additional sample groups). The final 
dataset for the purpose of this analysis comprises 10,451 individual yearly observations.

The consultation of panel data is an advantage for a study of perceived economic 
conditions and subjective well-being because of the high interdependence between 
previous, present and future values of all subjective measures, including the two main 
variables (Wooldridge 2001). Introducing the temporal dimension into the variables 
provides a better degree of evidence regarding the existence of causal relations (Finkel 
1995) because issues of endogeneity (i.e. the correlation between the predictor variables 
and the error term of the regression) can be better handled.

3.2  Empirical Model

We developed the following equation to model the relationship between perceived eco-
nomic conditions and subjective well-being according to a longitudinal perspective:

where SW denotes the subjective well-being of individual i in year t, perceptions rep-
resents the perception of economic conditions by individual i in year t, ecrisis refers to 
economic conditions before and during the economic crisis (period dummies) and 
perceptions × ecrisisit signifies the interaction between the perception of economic con-
ditions by individual i in year t and the economic crisis. The vector Xit designates a set 
of individual time-varying characteristics such as age, educational attainment, income, 
marital status, individual labour market status and rural or urban area. Finally, ! is the 
error term. This model is tested using the entire sample; subsequently, we split the sam-
ple into subgroups based on social or socioeconomic background following the Erik-
son–Goldthorpe–Portocarero framework (Martinez-Celorrio and Marin-Saldo 2010), with 
which we test the specific application of the general model.

SWit =∝ +perceptionsit! + ecrisist" +
[

perceptions × ecrisisit
]

+ Xit# + $it,
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3.3  Dependent and Independent Variables

Subjective Well-Being Our dependent variable is self-reported well-being or, more 
precisely, ‘satisfaction with life’. Diener et al. (1985) developed the ‘Satisfaction with 
Life Scale’, which became the standard measure of subjective well-being (Kahneman 
and Krueger 2006; Layard 2005). Psychological literature points out that this is a valid 
measure of true inner individual subjective well-being because individual answers are 
found to be correlated to inner psychological states. For example, Ekman et al. (1990) 
have argued that people with higher levels of subjective well-being tend to smile more. 
Similarly, Sutton and Davidson (1997) concluded that survey responses were highly 
correlated with electroencephalography and the prefrontal area of the brain, which is 
precisely the part responsible for reproducing the feeling of subjective well-being. Fur-
thermore, Larsen and Eid (2008) have suggested that since individual welfare depends 
on experiences and cognitive judgments, self-examination is essential to the construc-
tion of an individual well-being metric.

The Satisfaction with Life Scale is usually included on representative population sur-
veys, and is based on questions like the following: ‘Taking all things into consideration, 
what is your level of satisfaction with life in general? Note that 0 is very dissatisfied and 
10 is very satisfied’. This formulation has been adopted by the PaD survey we use, and 
the question appears in seven out of the 11 waves. Nonetheless, due to data availability 
for other variables, only five waves were used in the final sample: 2003, 2004, 2008, 
2011 and 2012.

Perceptions of Economic Conditions This is our main independent variable, desig-
nated by two components: the perception of economic conditions of Catalan society as 
a whole and the perceptions of economic conditions of individual households. There-
fore, we have combined two questions from the PaD survey: ‘How do you perceive 
the economic position of the Catalan society next year in comparison with this year?’ 
(perceptions_e); and ‘How do you perceive the economic position of your household 
next year in comparison with this year?’ (perceptions_h). The first question refers to the 
general economic situation and captures sentiments about macro conditions, while the 
second more closely reflects the understood situation for the household, that is, a micro 
dimension. This is in line with the above-mentioned definition of consumer confidence, 
which reflects both micro and macro sentiments. Both appear in all waves except the 
year 2010.

Individuals were able to choose between five options in the survey: conditions are 
much better (1), better (2), equal (3), worse (4) or much worse (5). To facilitate inter-
pretation, we normalize the values from 0 to 1, where 0 means much better and 1 means 
much worse. The combined variable provides equal weight to each question and is calcu-
lated as perceptions = 0.5 * perceptions_h + 0.5 * perceptions_e, where the same relative 
importance is given to each response category. We have performed additional robust-
ness checks by changing the applied weights to the two perception-related components. 
In a first alternative, we have applied the weight of 0.67 to the perception of the eco-
nomic position of the household, and the weight of 0.33 to the perception of the general 
societal economic position: perceptions = 0.67 * perceptions_h + 0.33 * perceptions_e. 
In a second alternative, we switch the weights between the components: percep-
tions = 0.33 * perceptions_h + 0.67 * perceptions_e. None of the alternative specifica-
tions significantly changed the size and the significance of the coefficient of the percep-
tion of economic circumstances in the models and its interaction with other variables. 
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Thus, we present only the results of the combined indicator with equal weights, while 
the analyses resulting from alternatives are available upon request. Due to data avail-
ability in the whole sample, the variable was used in five waves.

Economic Crisis This variable represents the economic conditions in the present waves 
of the survey. It is coded from 0 to 1 in order to represent the years before the 2008 Eco-
nomic Crisis and the years that followed (2009–2012). We have not included 2008 as a 
crisis year because the first effects of the crisis on the Spanish economy and society were 
reported in 2009 (Spanish Statistical Office 2020). Given the available waves, the variable 
takes a value of 1 in years 2011 and 2012 and 0 in years 2003, 2004 and 2008.

Social Background This variable has been categorized according to the father’s social 
class within the Erikson–Goldthorpe–Portocarero framework (Martinez-Celorrio and 
Marin-Saldo 2010). It asks respondents to identify the occupational group of their father 
out of nine options: I (higher grade professionals, administrators and officials; managers 
in major industries; proprietors of large businesses); II (lower grade professionals, admin-
istrators and officials; higher grade technicians; managers in small industries; supervisors 
of non-manual labour employees); III (routine non-manual labour employees, both higher 
and lower grade); IV (small-scale proprietors; artisans; farmers and smallholders; other 
self-employed workers in primary production); V–VI (lower grade technicians; super-
visors of manual labourers; skilled manual labourers); VIIa (semi-skilled or unskilled 
manual labourers); VIIb (agricultural workers). Following the suggestions of the Erik-
son–Goldthorpe–Portocarero framework, the respondents’ social background is simplified 
into three main groups: low (VI and VII), middle (III, IV and V) and high (I and II).

3.4  Control Variables

We control for variables at the individual level that are shown to be relevant for subjective 
well-being. These are age, age squared, education, own net income, marital status, migrant 
status, labour market status, and urban or rural status. Following evidence of an inverse 
U-shaped relationship between income and well-being, we tested whether income squared 
fits in the final model. We found that the effect of income is better represented by the linear 
term only. Age is a continuous variable. Age squared is included due to empirical evidence 
that shows its U-shaped relationship with subjective well-being (Diener and Suh 1997; 
Clark and Oswald 2006). Education entails four levels: primary, secondary, post-secondary 
and tertiary education. The log of own net income is included in the analysis. Marital sta-
tus includes single, married and divorced/separated/widow. Labour market situation is a 
four-category variable that demonstrates whether individuals work full-time, part-time, are 
inactive or unemployed. Rural or urban status is also a dummy variable, where 1 means the 
individual lives in a rural area and 0 means that the individual lives in an urban area.

3.5  Sample

The initial sample consisted of 30,456 observations. No restrictions were made on the age 
of the respondents or any other characteristic. The final sample size, however, dropped sub-
stantially due to missing values for some of the key independent variables, more precisely 
perceptions of economic conditions; 13,873 observations were deleted due to missing val-
ues on the variable measuring the economic perception of Catalan society, yet the miss-
ing values were fairly proportionally distributed across waves. A further 1222 observations 
were deleted due to missing information on perceptions of the economic position of the 
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household, 496 observations were missing on the variable social origin, one observation 
was deleted due to the missing age and nine observations were excluded due to missing 
responses on education. The variable of net income was missing in 4121 cases, a substan-
tial part of which came from the first wave. Moreover, two observations were excluded due 
to missing values on marital status and 238 observations because of missing values on the 
labour market status. Forty-three observations were missing an answer to the satisfaction 
variable. The final sample after considering all the missing values totalled 10,451 observa-
tions and included five waves.

4  Results

4.1  Descriptive Statistics

Table 1, descriptive statistics, is shown below. The average value of life satisfaction in the 
sample is 7.3 over the period studied. This is almost one point higher than the Spanish life 
satisfaction average for the same period and ranks in the world’s highest reported levels of 
subjective well-being (World Happiness Report 2019). Catalonia is one of the most eco-
nomically developed Spanish regions, a possible explanation for the difference in satisfac-
tion. The mean value of perceptions of economic conditions is 0.56. Even if this value 
might suggest that in general Catalans have slightly negative perceptions, it might be more 
useful to compare the value of these perceptions during times of economic prosperity and 
crisis (Table 2). Regarding the other covariates, the sample shows that there is a balance 
between women (51%) and men (49%). The mean age value is 48 years old. Further, the 
sample shows that 35% of individuals come from rural areas, in contrast to the 65% living 
in cities. A substantial part of the respondents in our sample come from low and middle 
social backgrounds (48% and 42% respectively) and 10% from high social background. 

Table 2 depicts the mean values of life satisfaction and perceptions of economic condi-
tions by individual social background.

In times of economic prosperity, life satisfaction for all groups amounts to an average of 
7.53. The highest life satisfaction is found in the group of high social background individu-
als, though the difference between social groups is not profound. Middle and low social 
background individuals score similarly on average, and the difference between scores is 
not significant. In times of economic crisis, the levels of life satisfaction drop for all indi-
viduals, particularly those from high and low social backgrounds. However, high social 
background individuals still appear to hold the highest average life satisfaction, although 
the relative distance from the middle group declines  and loses significance. In terms of 
perceptions of economic conditions, they worsen from times of prosperity to times of cri-
sis. Also, group differences are rather minimal during times of prosperity, and they tend to 
remain rather low also in times of economic crisis, though at a lower level (drop of 0.1 on 
0–1 scale).

4.2  Perceived Economic Conditions, Economic Crisis and Life Satisfaction

In our analysis, we rely on fixed-effects models, in which only variations between indi-
viduals are considered (i.e. how a change in the independent variable relates to a change 
in the dependent one for the same person; Wooldridge 2002). The Haussmann test estimat-
ing fixed and random effects indicates that the models are systematically different, thus 
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Table 1  Descriptive statistics 
(full sample) Variables Mean

(SD)

Life satisfaction 7.371
(1.582)

Perception of economic conditions 0.568
(0.174)

2008 Economic Crisis 0.444
(0.497)

Age 48.57
(16.66)

Men 0.486
(0.500)

Primary education 0.334
(0.472)

Secondary education 0.275
(0.447)

Post-secondary non-tertiary 0.0902
(0.287)

Tertiary education 0.301
(0.459)

Net own income (log) 6.989
(0.703)

Married 0.632
(0.482)

Single 0.249
(0.433)

Divorced/separated/widow 0.118
(0.323)

Full-time 0.586
(0.493)

Part-time 0.0838
(0.277)

Unemployed 0.0559
(0.230)

Inactive 0.274
(0.446)

Rural 0.355
(0.478)

High social background 0.10
(0.30)

Middle social background 0.42
(0.49)

Low social background 0.48
(0.50)

Observations 10,451
Number of individuals 4497
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rejecting the null hypothesis of equality between the two. Therefore, the fixed-effects mod-
els are preferred for these analyses as they are more efficient (Allison 2009). As error terms 
might be auto correlated because errors of different years influence each other, we adjust 
for clustered standard errors.

Four models, presented in Table 3, are used to test our first two hypotheses. The first 
one, the empty model, only contains perceptions of economic conditions as the main inde-
pendent variable. The second model introduces control variables at the individual level 
such as age, age squared, education, income, marital status, migrant status, labour market 
status and urban–rural distinction. The third model adds the role of the 2008 Economic 
Crisis, which is operationalised through an economic crisis dummy that groups waves 
relative to the crisis (before or during). Finally, the fourth model comprises the interac-
tion between perceptions of economic conditions and the period of economic crisis. In 
other words, it demonstrates to what extent the economic crisis moderates the association 
between perceptions of economic conditions and life satisfaction. All models use the vari-
able perceptions of economic conditions that combine, with equal weights, both micro and 
macro dimensions (i.e. one that refers to evaluation of the situation of the household and 
the other referring to society as a whole). 

All the models show that negative perceptions (e.g. expecting that the next year will 
be worse than the previous one) are negatively correlated with life satisfaction. In model 
3, this relationship is found net of specific periods and the characteristics of individuals. 
The change in life satisfaction due to perceptions of economic conditions (ranging from 
better to worse) is − 0.595 on a 0–10 scale and has a size of about one-tenth of the stand-
ard deviation, which is a relatively high effect compared to other variables. The coeffi-
cients of perceptions in models 1, 2 and 3 are statistically significant at 1%. Hypothesis 1 
stipulated that there is a relationship between perceived economic conditions and subjec-
tive well-being, net of individual objective economic conditions in terms of income and 
employment. Indeed, the results support the prediction that the relationship between per-
ceptions of economic conditions and subjective well-being extends beyond the influence 
of the variables for individual income and labour market position. The sign and direction 
of control variables is mostly in line with results suggested in the current literature on sub-
jective well-being. For instance, income is statistically significant and positively related to 
life satisfaction, together with having tertiary education. The exceptions are labour mar-
ket situation variables, because being unemployed or inactive is positively correlated with 

Table 2  Descriptive statistics before and during the 2008 Economic Crisis by social background

Economic prosperity 2008 Economic Crisis

Social background Life satisfaction Perceptions Life satisfaction Perceptions

All 7.53 0.52 7.17 0.62
(1.38) (0.16) (1.78) (0.17)

High 7.74 0.51 7.28 0.60
(1.14) (0.15) (1.67) (0.17)

Middle 7.52 0.53 7.21 0.62
(1.32) (0.17) (1.78) (0.17)

Low 7.50 0.52 7.10 0.63
(1.46) (0.17) (1.81) (0.17)
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life satisfaction with respect to full-time employment, which is contrary to some of the 
evidence.

Model 4 demonstrates the effect of perception as a reaction to times of economic cri-
sis in comparison to times of economic prosperity. The interaction effect amounts to 
− 0.988, demonstrating that negative perceptions of economic circumstances in times of 
crisis decrease individual life satisfaction by almost one point. Figure  1 illustrates this 

Table 3  Perception of economic conditions and life satisfaction using ordinary least square (OLS) fixed-
effects regressions

Robust standard errors in parentheses
***p < 0.01; **p < 0.05; *p < 0.1

Variables Model 1 Model 2 Model 3 Model 4

Perceptions of economic conditions − 0.934*** − 0.516*** − 0.595*** − 0.114
(0.126) (0.135) (0.135) (0.148)

2008 Economic Crisis − 0.488*** 0.135
(0.052) (0.154)

2008 Economic Crisis#perceptions of 
economic conditions

− 0.988***

(0.230)
Age − 0.217*** − 0.150*** − 0.170***

(0.022) (0.023) (0.023)
Age squared 0.002*** 0.002*** 0.002***

(0.000) (0.000) (0.000)
Secondary education 0.199 0.235 0.239

(0.284) (0.285) (0.285)
Post-secondary non-tertiary 1.193 1.246 1.264*

(0.777) (0.764) (0.759)
Tertiary education 0.652* 0.731** 0.746**

(0.342) (0.343) (0.345)
Own net income (log) 0.172*** 0.124** 0.120*

(0.062) (0.062) (0.062)
Single − 0.204* − 0.199* − 0.185

(0.118) (0.117) (0.117)
Divorced/separated/widow − 0.174 − 0.179 − 0.184

(0.145) (0.144) (0.143)
Part-time 0.130 0.137 0.141

(0.094) (0.093) (0.093)
Unemployed 0.341*** 0.368*** 0.362***

(0.111) (0.111) (0.112)
Inactive 0.225** 0.230** 0.238**

(0.099) (0.100) (0.099)
Rural − 0.222* − 0.167 − 0.189

(0.119) (0.119) (0.119)
Observations 10,451 10,451 10,451 10,451
R-squared 0.010 0.036 0.044 0.047
Number of individuals 4497 4497 4497 4497
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relationship by depicting the extent to which economic crisis moderates the original rela-
tionship between perception and life satisfaction. As perceptions worsen in times of eco-
nomic crisis, life satisfaction drops almost one point on the Likert scale (0–10). In con-
trast, in times of economic prosperity, life satisfaction is rather stable even when opinions 
worsen. Hypothesis 2 predicted that the relationship between perceived economic condi-
tions and subjective well-being will matter more during the period of the 2008 Economic 
Crisis than during the prosperous periods that preceded it. The results indeed show that 
individuals’ perceptions of economic conditions were negatively impacted as a result of the 
2008 Economic Crisis.

4.3  Perceived Economic Conditions and Social Background

In order to test hypothesis 3, we regress the previous models, dividing the sample by social 
background. Social background can be considered a time-constant variable that only var-
ies between individuals. Six models are presented in Table 4: models 1a and 2a concern 
individuals from high social backgrounds; models 1b and 2b encompass individuals from 
middle social backgrounds; models 1c and 2c represent individuals from low social back-
grounds. All the sub-models contain major control variables as presented in model 3, 
Table 3. The difference between models 1 and 2 in Table 4 is that the latter includes the 
interaction between perceptions of economic conditions and the period of economic crisis. 

Table  4 (models 1a, b and c) shows that whereas perceived economic conditions is 
strongly correlated with life satisfaction for individuals from middle and low social back-
grounds, this relationship is weak and insignificant for individuals from high social back-
grounds. Moreover, a somewhat strong relationship to life satisfaction appears for individu-
als from middle social backgrounds (coefficient of − 0.695, significant at 1%), while it is 
less strong for individuals from low social backgrounds (the coefficient of − 0.531, at 5% 
significance).

Regarding the reaction to objective economic conditions, the perceptions of individu-
als from middle and low social background are affected by the 2008 Economic Crisis. For 

Fig. 1  Life satisfaction in relation to perceptions of economic conditions (0–1; better to worse) before and 
during the 2008 Economic Crisis (predicted values)
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those from a low social background, the value of the coefficient is − 0.820 (significant 
at 5%), whereas for individuals from a middle social background the interaction effect is 

Table 4  Life satisfaction and perception of economic conditions by social background using ordinary least 
square (OLS) fixed-effects regressions

Robust standard errors in parentheses
***p < 0.01; **p < 0.05; *p < 0.1

Variables High level Middle level Low level

Model 1a Model 2a Model 1b Model 2b Model 1c Model 2c

Perceptions of economic 
conditions

− 0.536 0.039 − 0.695*** − 0.133 − 0.531** − 0.145

(0.442) (0.409) (0.192) (0.229) (0.209) (0.218)
2008 Economic Crisis − 0.319** 0.354 − 0.353*** 0.361* − 0.652*** − 0.131

(0.137) (0.439) (0.079) (0.219) (0.079) (0.244)
2008 Economic 

Crisis#perceptions
− 1.119 − 1.129*** − 0.820**

(0.702) (0.325) (0.362)
Age 0.213*** 0.235*** − 0.183*** − 0.205*** − 0.118*** − 0.137***

(0.073) (0.075) (0.033) (0.033) (0.034) (0.035)
Age squared 0.002** 0.002*** 0.002*** 0.002*** 0.002*** 0.002***

(0.001) (0.001) (0.000) (0.000) (0.000) (0.000)
Secondary education 0.453 0.486 − 0.640* − 0.656* 1.084** 1.100***

(0.526) (0.554) (0.381) (0.386) (0.432) (0.427)
Post-secondary non-tertiary 5.540*** 5.652*** − 0.781 − 0.775 1.827* 1.849**

(0.742) (0.753) (0.732) (0.735) (0.952) (0.931)
Tertiary education 1.455* 1.405 − 0.497 − 0.485 1.641*** 1.674***

(0.817) (0.860) (0.522) (0.526) (0.439) (0.433)
Net own income (log) 0.389* 0.373* 0.242*** 0.242*** − 0.027 − 0.032

(0.201) (0.201) (0.083) (0.083) (0.096) (0.095)
Single − 0.281 − 0.275 0.003 0.033 − 0.413** − 0.415**

(0.264) (0.264) (0.162) (0.163) (0.199) (0.199)
Divorced/separated/widow 0.467 0.453 − 0.181 − 0.171 − 0.322* − 0.333*

(0.398) (0.404) (0.247) (0.244) (0.188) (0.188)
Part-time 0.385 0.403 0.095 0.101 0.143 0.142

(0.295) (0.294) (0.144) (0.143) (0.133) (0.133)
Unemployed 0.420 0.423 0.208 0.205 0.465*** 0.457***

(0.404) (0.405) (0.157) (0.157) (0.162) (0.163)
Inactive 0.102 0.117 0.210 0.207 0.252 0.266*

(0.311) (0.308) (0.134) (0.134) (0.160) (0.159)
Rural − 0.165 − 0.291 − 0.454** − 0.465*** 0.117 0.097

(0.675) (0.684) (0.176) (0.174) (0.159) (0.159)
Observations 1078 1078 4383 4383 4990 4990
R-squared 0.076 0.080 0.051 0.055 0.047 0.049
Number of individuals 481 481 1813 1813 2203 2203
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− 1.129 (significant at 1%). The interaction effects are not found for high social background 
individuals.

The results presented in Fig.  2 below offer further evidence by explicitly illustrating 
life satisfaction in relation to perceptions of economic conditions before and during the 
economic crisis for all groups. There are no statistically significant differences in life satis-
faction between times of prosperity and crisis for high social background individuals at any 
level of perception of economic conditions. As an example, individuals with 0.5 level of 
perceived economic conditions will have similar life satisfaction both in times of prosper-
ity and crisis. On the contrary, the higher the negative perception of economic conditions, 
the higher the gap in life satisfaction between periods of economic crisis and prosperity 
for individuals of low and middle social backgrounds. Above all, our results show that the 
perceptions of economic conditions in relation to economic crisis and life satisfaction are 
stratified by social background.

These findings are thus partly in line with the theoretical and empirical findings pre-
sented in previous sections. Specifically, there is basis to confirm our hypotheses 3a and 
3b, which predicted that perceived economic conditions matter strongly  for the subjective 
well-being  of   individuals from middle social backgrounds (hypothesis 3a); and percep-
tions of economic conditions in times of economic crisis matter strongly for the subjective 
well-being of individuals from middle social backgrounds, and less strongly for those of 
low and high social backgrounds (hypothesis 3b).

However, our findings also indicate the similarity between middle and low social 
background individuals, suggesting that an economic crisis also greatly influences how 
perceived economic conditions affect the life satisfaction of low social background indi-
viduals. In contrast, our expectation is confirmed that perceptions of economic conditions 
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Fig. 2  Life satisfaction in relation to perceptions of economic conditions (0–1; better to worse) before and 
during the economic crisis. Predicted values for individuals of high, middle and low social backgrounds
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among high social background individuals are only weakly associated with life satisfaction, 
also in times of economic crisis.

5  Discussion and Conclusion

This article studied the relationship between perceptions of economic conditions and sub-
jective well-being in times of economic crisis and prosperity. It also analysed how this 
relationship plays out across different social backgrounds. Using panel survey data in the 
region of Catalonia, Spain, three findings emerge: (1) perceptions of economic conditions 
have an independent effect on subjective well-being beyond objective individual conditions 
such as income or employment; (2) these perceptions serve as a more relevant determi-
nant of subjective well-being during periods of economic crisis; and (3) whereas there is 
a close link between perceptions of economic conditions and subjective well-being in the 
group of individuals from middle and low social backgrounds, the link is weak in the group 
of individuals from high social backgrounds. Therefore, our study provides further empiri-
cal evidence of social cognitive theory.

These results point to the importance of relying on individual perceptions when meas-
uring the subjective well-being of individuals, and particularly for the case of Catalonia, 
Spain. Objective individual conditions were not sufficient to fully explain how individuals 
felt about their life in general. The 2008 Economic Crisis triggered changes in perceptions 
that went beyond the pecuniary effects of the 2008 Great Recession on people’s subjective 
well-being. The analyses clearly show these patterns and suggest that policies need to con-
sider people’s perceptions when forecasting economic recoveries and people’s well-being.

Moreover, it is important to consider the diversity of citizens in terms of their social 
background regarding how their perceptions influence individual well-being and react in 
times of downturns. The perceptions of individuals from middle social backgrounds par-
ticularly influence their sense of well-being and their response to downturns. A probable 
explanation is that they overestimate the possibility of social mobility during times of eco-
nomic expansion. These expectations often translate into higher individual private debts, 
leading to a drastic drop in their perceptions of economic conditions during an economic 
downturn. This is in line with the related theoretical and empirical research described 
above (Kiess and Lahusen 2018; Bude 2017; Steijn et al. 1998).

Perceptions of economic conditions among high social background individuals are 
rather stable in terms of subjective well-being and not profoundly influenced by shifts in 
economic conditions. A potential explanation could be that they are much more protected 
in terms of resources and connections than other social groups (Kiess and Lahusen 2018). 
The results regarding low social background individuals are, however, rather surprising. 
Contrary to our initial expectations that perceptions of economic conditions for low social 
background individuals would be stable over time, our results show the existence of a 
strong relationship between perceptions of economic conditions and subjective well-being 
in times of economic prosperity, and an even stronger relationship in times of economic 
crisis. These results contradict related theoretical and empirical studies that state that indi-
viduals from low social backgrounds develop low expectations of social mobility due to 
their within and between-social group pressures (Soria and Stebleton 2013; Ivcevic and 
Kaufman 2013). At the same time, they empirically prove the claims that stem from social 
cognitive theory, reinforcing the view that social background influences the relationship 
between perceived economic conditions, economic crisis and subjective well-being.
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There are several potential explanations for these results. One possibility is the difficulty 
in distinguishing between low and middle social background individuals in changing socio-
economic settings, who might appear more or less distant from one another depending on the 
adopted classification. Different operationalisations (e.g. one or more dimensions, categorical 
or continuous variable) might have implications for the outcomes of interest (Meraviglia et al. 
2016). In addition, related research points to the decline of the middle class in Western socie-
ties over the last 3 decades (Milanovic 2016), blurring the distinction between those from low 
and middle social backgrounds. For this reason, it is possible that social background no longer 
captures the differences for which it was initially created (Weeden and Grusky 2005).

Finally, specificities of the context in which the study is situated could also affect our 
results. For instance, during the construction boom and housing bubble that occurred in Spain 
in the 2000s, low social background individuals, especially those with low educational attain-
ment working in construction-related jobs, earned a relatively high salary in comparison with 
someone of an average middle social background with higher qualifications, like teachers 
or office workers (Verges-Escuin 2014). This situation could have produced false expecta-
tions, and the positive feeling of ‘social mobility’ for these individuals and their relatives and 
friends. Their self-perception may have indicated they were of middle social background sta-
tus. Hence, they developed similar psychosocial mechanisms.

Lastly, we acknowledge that the results of this article are subject to some limitations, which 
at the same time offer new avenues for research. For instance, even though it was argued that 
the objective macroeconomic conditions of Catalonia resemble those of Spain, some differ-
ences still exist. For example, Catalonia has always been one of the most economically devel-
oped regions in Spain. Other Spanish regions experienced more severe consequences from 
the 2008 Economic Crisis, and we would expect even stronger effects if our hypotheses were 
tested throughout Spain. More research would be needed to distinguish between uncertainty, 
risk and confidence, and their comparable role in subjective well-being. Another interesting 
extension would be to apply  the examination proposed in this study to other national panel 
datasets that contain information on both economic prosperity and economic crisis periods, 
ideally with less attrition than ours (e.g. British, German or Swiss household panel datasets).

To conclude, this study contributes to the literature on economic and social psychology by 
providing further empirical evidence of how psychological biases influence subjective well-
being. The results further add to previous sociological studies by providing new evidence 
about the psychosocial biases that exist among groups from different social backgrounds, 
influencing on their individual expectations, goals and efforts, as well as their level of subjec-
tive well-being. The research notes that perceptions of economic conditions matter for sub-
jective well-being beyond labour market factors as well as other objective conditions. Thus, 
policymakers should take them into consideration when designing, implementing and examin-
ing policies that aim to increase individual welfare. This is especially relevant for the current 
COVID-19 pandemic which poses an unprecedented threat for the world population and has 
created different forms of risks and uncertainties, particularly economic ones. In line with this 
study, incorporating individual perceptions in major policy responses during the pandemic 
may be fundamental for citizens’ well-being.
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