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Chapter

The Role of Reading Economic
News in Germany and the UK

Nadine Straufs, Sophie Knowles and Vesile Cinceoglu

Abstract

This chapter argues that the news media play an important factor in educating
the public about financial institutions. It presents some novel survey results, explor-
ing the role of economic news use for the perceived understanding of financial
institutions in Germany and the UK. Two web-based surveys were conducted: one
in the UK in winter 2018 and one in Germany in summer 2019. Findings show that
economic news use is positively related with a better perceived understanding of
financial institutions in both countries, even after controlling for demographics and
financial socialization. We find that the level of perceived understanding of financial
institutions is positively related with education and income and negatively related
with being female. The need for information significantly impacted the relationship
between economic news use and understanding of financial institutions in the UK but
not in Germany. Practical implications for economic and financial news journalists
are discussed.

Keywords: financial understanding, news media, need for information, comparative
research, survey, UK, Germany

1. Introduction

The way the global economy collapsed during the Global Financial Crisis (GFC)
2008, and the recession that ensued afterwards, highlighted the centrality of financial
markets and financial institutions for society and democracy more generally. Now,
after a pandemic, the economy is marked by global rising inflation [1], growing
inequality [2], a cost-of-living crisis [3], and a new focus on sustainable economic
growth [4], which emphasizes the importance of understanding the role financial
institutions play in society. At the same time, the 21st century has been characterized
by a tremendous increase in complexity of the financial markets [5, 6]. Citizens are
confronted with a financial system that is increasingly disconnected from the real-
world economy [6, 7], while everyday life has become more and more financialized
[8]. In addition, global financial and corporate scandals such as the Pandora Papers,
or the insolvency of Wirecard in Germany in 2020 [9]—which have all been widely
covered in the international financial press—have questioned the authority, function-
ality, and honesty of financial institutions worldwide.

Following communication scholars [10-12], we argue that the news media play
a crucial role in informing citizens about economic issues, actors, and institutions.
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However, research on economic news and its relevance for economic understand-
ing, attitudes, or behavior is lacking (e.g., [13-16]). Although there is a body of
research in finance and economics that has investigated the influencing factors of
financial literacy (e.g., [17, 18]) and, among others, media use [19-22], a theoretical
and empirical discussion of the role of financial news use for the understanding of
financial institutions has been underrepresented in academic research so far (see for
an exception: [20] on monetary knowledge). What is more, numerous studies have
consistently and repeatedly shown that financial literacy and financial understanding
are unequally spread among the public and in various parts of the world [23], being
particularly low among women, younger cohorts, and the less educated public [17,
18]. It has therefore become paramount that we investigate how the news media and
economic news use can contribute to a better understanding of financial institutions.
In this cross-national survey study, we therefore investigate how economic news

use and additional influencing factors are related to the understanding of financial
institutions in two Western democracies—Germany and the UK.

2. Theoretical framework and literature review

2.1 Financial literacy, sociodemographic differences, and personal finance
management

Most research about financial knowledge refers to financial literacy, which is
generally understood as “a combination of awareness, knowledge, skill, attitude
and behaviour necessary to make sound financial decisions and ultimately achieve
individual financial well-being” ([24], p. 14). Financial literacy is presented by some
authors as the gateway to become an active member of the financial markets (e.g.,
[25]), to make informed financial decisions [26], to manage retirement planning
(e.g., [27]), or to be aware of personal debt levels [28]. However, a worldwide survey
by Standard and Poor in 2015 has shown that only 33% of adults worldwide are finan-
cially literate [29]. Similarly, academic research has repeatedly provided evidence that
financial literacy rates are unequally low in different parts of the world [23] and that
people also have difficulties in processing and understanding financial information to
various degrees [26, 30].

However, financial understanding is not just about knowing how inflation works,
how compound interests play out, or how to invest efficiently and safely (cf. financial
literacy: [17, 23]). Instead, financial understanding also expands to the knowledge of
the functions and roles of various financial institutions within a democracy. Having
a good grasp and understanding of the roles and functions of financial institutions in
the countries where citizens live is important to cultivate a knowledgeable and critical
citizenry that can make decisions and behave in a way that will benefit their indi-
vidual economic and social well-being. For example, a recent survey by the European
Central Bank (ECB) has shown that there is a positive correlation between people who
have a better understanding of the ECB’s task and their trust in the institution [31].
Previous research has indeed shown that increased economic knowledge leads to pub-
lic policy support and institutional trust in the ECB (e.g., [32, 33]) or the European
Monetary Union (e.g., [34]).

Looking at past research that has shown that citizens are not very well informed
about real economic conditions [35], it becomes clear that the level of economic and
financial understanding has not changed much over time (e.g., US: [36]). To identify
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the reasons for these low levels of financial understandings, a plethora of research has
investigated the influencing factors of financial literacy, albeit most of such stud-
ies focus on demographic characteristics, such as age, gender, ethnicity, education,
marital status, or income (e.g., [18, 37, 38]). For example, women and less-educated
individuals have been found to score lower on financial literacy than men or highly
educated individuals [17, 18]. Referring to ethnicity, Sabri et al. [39] showed that the
Chinese student minority within a Malaysian student sample had a lower level of
financial literacy. Furthermore, Lusardi and Mitchell [23] showed that there was a
U-shape when it comes to age and financial literacy, where the youngest and oldest
groups scored lower when compared to middle-aged people. Similarly, Bianchi [37]
showed that financial literacy was positively correlated with income, wealth, and
education but negatively with being married and female. Hence, based on previous
findings on financial literacy and demographic factors, we hypothesize:

H1: Perceived understanding of financial institutions is higher for (a) older,

(b) male, (c) higher-earning, (d) highly educated citizens and for those (e) belonging
to the ethnic majority.

Previous research has repeatedly confirmed that there is a gender gap when it
comes to financial literacy or economic knowledge (e.g., [17, 18, 20]). However, rather
than presenting this discrepancy as a gender issue, scholars believe that males and
females are socialized in distinct ways that make economic topics more or less rel-
evant to them [38]. For example, a study of US introductory economic textbooks has
shown that 90% of the examples of economists, policy makers, or business leaders
are male [40]. In fact, research on financial literacy has also identified environmental
and social factors to be related to financial literacy. For example, Kovarova-Simecek
and Aubram [41] showed that among a small sample in Austria, the preferred source
of financial information are family, friends, and colleagues. Furthermore, Kim et al.
[42] have shown that the parental and social environment in which young adults grow
up can influence their financial behavior. In other words, the way parents teach their
children or raise awareness on how to deal with money and financial matters can have
a positive impact on adults’ financial behavior later in life. Indeed, Loibl and Hira
[43] found a medium bivariate positive and significant correlation (r = 0.24) between
financial management practices and self-directed financial learning. For this reason,
we also want to test whether the ability for personal finance management works as an
antecedent to the understanding of financial institutions, in both Germany and the
UK. The second hypothesis therefore reads:

H2: A better awareness of personal finance management is related to a better
understanding of the role and functions of financial institutions.

2.2 Economic news use and financial understanding

Few scholars in communication science have researched the role of economic news
for financial knowledge or understanding. Kalogeropoulos et al. [44] are among the
few that have analyzed how the consumption of economic news affects economic
sophistication in Denmark. Usually, this stream of research can be situated within the
economics, finance, or business discipline (e.g., [20, 22]). Yet, only a small number
of scholars in these research fields consider news use as one of the main influencing
variables for economic knowledge and rather treat news use as a third variable (e.g.,
[19]). Moreover, economic news use is sometimes not measured in an adequate way
and leaves room for measurement error. For example, Kalogeropoulos et al. [44]
measured economic news use as a combination of a general media exposure measure
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and the results of a content analysis of economic news in Danish news (cf. economic
consequence frame).

Based on findings of political news and its influence on political knowledge
(e.g., [45-49]), scholars agree that the news media (e.g., television, newspaper,
radio, the Internet) play a crucial role in mediating financial information to the pub-
lic (e.g., [21, 50]). Interestingly, the argument that individuals might use the news
media to get an idea of the current economic situation or economic forecasts was
put forward already, around thirty years ago [51]. In fact, survey findings indicate
that the news media are a preferred source to learn about money management (e.g.,
[52]), and more lately, research has shown that seeking financial information on
social media or online can lead to greater levels of financial literacy [53] or increased
financial satisfaction [43, 54]. For example, a study among South Korean youth
found that use of media for financial information was strongly and positively related
to financial literacy [22].

There is also some indication that economic news use could potentially close the
financial knowledge gap between high- and low-income earners, as low-income
consumers prefer to learn about the economy via media sources [55]. However, the
picture is varied and can depend on external events and the national context. A
recent study using cognitive mapping has shown that while general news consump-
tion is connected to a lower complex understanding of the Global Financial Crisis
2007-2009 (GFC) among Dutch citizens, news uses specifically dealing with the
GFC are related to higher cognitive complexity when making sense about the GFC
but only among the less-educated citizens [46]. Conversely, another study conducted
in the Netherlands implies that more news consumption is not necessarily correlated
with a better understanding of economic indicators, such as inflation [56]. However,
it should be noted here that reading popular newspapers does not guarantee that one
comes across or actively consumes economic information. Economic news consump-
tion itself can be influenced by additional external factors. For example, Knowles
and Schifferes [21] showed that business and economic news have been used more
intensively by UK citizens in 2011 (after GFC) when compared to 2005.

Some recent research investigating the link between economic news use and
financial literacy indicates that there might indeed be a correlation. For example,
Kovarova-Simecek and Aubram [41] have presented initial results from a convenience
sample in Austria that show that there is a positive relationship between the use of
financial magazines, the Internet, and newspapers and financial literacy. In addition,
van Rooij et al. [25] showed that individuals who scored higher on financial literacy
mostly relied on formal sources such as newspapers, financial advisors, and the
Internet. More recently, Hayo and Neuenkirch [20] have shown that the use of various
media channels (e.g., newspapers, TV) for information about the ECB is positively
related with subjective and objective knowledge about the ECB. Thus, following the
argumentation above and the findings from previous research, we presume:

H3: The more citizens consume economic news, the higher their perceived under-
standing of the role and functions of financial institutions.

2.3 The moderating effect of need for economic news

We know from previous research that cognitive elaboration, or the need to be
informed, is a crucial factor for the positive effect of news on political behavioral
or attitudinal variables [48]. However, only recently, research on financial literacy
and economic knowledge has been considering further influencing variables, such
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as interest in a topic [19, 57] or personal involvement [50]. Sohn et al. [22] argue

that using the news media for economic information requires a conscious and active
information-seeking behavior, hence implying an intrinsic interest in economic
topics. Based on their results, they contended that “gaining financial literacy through
media sources is indicative of a young person’s active effort to seek personal finance
information” ([22], 977).

Equally, Hayo and Neuenkirch [20] have shown that the desire to be informed
about the ECB is significantly and positively related to information search and
knowledge about the ECB. Similar findings have been reported by van der Cruijsen et
al. [57] who found that Dutch respondents with a strong desire to be informed about
the ECB and who use various media sources more frequently are more knowledge-
able about the ECB. Following these findings, the effect of economic news use on the
understanding of financial institutions might be moderated by the conscious and
cognitive need to obtain financial information from the media. We thus presume:

H4: The relationship between economic news on perceived understanding of the
role and functions of financial institutions is moderated by the need to stay informed
about the economy such that the relationship is stronger for those with a higher need
to stay informed about the economy.

2.4 Germany and the UK: Two cases in Western democracies

Germany is known as one of the strongest economies in the world, based on
nominal GDP [58]. Compared to other countries, financial literacy is moderately
high (66%), according to the Standard & Poor’s report [29]. However, Hayo and
Neuenkirch [20] report that both subjective and objective knowledge about mon-
etary policy and the ECB is rather low among Germans and that they generally
have a low interest in these topics. Studying perceived understanding of financial
institutions among German citizens is particularly interesting, as Germany has not
only faced its biggest post-war fraud scandal with Wirecard in 2020 [59], but it was
also one of the European countries that was affected the most by a tax fraud scheme,
called “cum-ex” or “cum-cum,” that deprived the German state’s tax offices of €31.8
billion in total [60].

According to the Standard & Poor’s Report mentioned above, financial literacy in
the UK is in a similar region to Germany (67%) [29]. Nonetheless, financial literacy
remains weak across a wide swathe of the UK public, particularly among women
and low-income groups [21]. According to a survey conducted at the height of the
pandemic [30], more than half of the UK survey respondents were not sure what
GDP meant, and nearly half were not sure they understood government borrowing.
People were most confident at understanding unemployment, but one-third were
not sure about either interest rates or inflation. The lack of financial literacy makes it
harder to ensure that all sections of the community can engage in an economic debate.
Although the two countries show similarities in terms of citizens’ financial literacy,
the two countries differ regarding their media systems. While Germany can be
situated within the corporatist model with a high newspaper circulation, strong state
intervention in the media system, and institutionalized self-regulation, the UK has
the characteristics of a liberal media system, being market dominated and having no
institutionalized self-regulation [61]. Therefore, we are interested in the following:

RQ1: What are the differences between Germany and the UK regarding the influ-
ence of economic news use on the understanding of financial institutions in both
countries?
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3. Method and data
3.1 Survey design and sample descriptions

To find answers to the research questions and hypotheses, two online surveys
were conducted in Germany in June 2019 and the UK in December 2018, with a
panel of respondents provided by Qualtrics. The survey has been approved by the
Ethics Committee of the MDX Faculty of Arts and Creative Industries at Middlesex
University London, and respondents were provided with an appropriate informed
consent on the first page of the online survey. In total, 233 people in Germany and
284 people in the UK were recruited through Qualtrics that resembled the national
population of German and UK citizens based on a range of socio-demographic
variables, including age and gender. The sample in Germany was balanced with 50.6%
male and 49.4% female participants, being on average between 35 and 44 years old
(M = 3.35/SD = 1.50), earning on average between €20,000 and €29,999 and €30,000
and €49,999 (M = 2.89/SD = 1.65), and having an average education level of Abitur
(M =3.00/SD = 1.80). The UK sample had slightly more female participants (45.4%
male; 54.6% female), an average age between 35 and 44 years (M = 3.36/SD = 1.56),
an average income between £20,000 and £29,999, and an average education level at
the A level (M = 3.06/SD = 1.96). Only regarding the variable ethnicity, both samples
are characterized by an over-representation of white participants (Germany: 93.6%
white, 6.4% non-white; UK: 91.9% white, 8.1% non-white). The measurements of all
key variables per country are described below in detail (see the descriptive of all key
variables in Table 1).

3.2 Measurements

Perceived understanding of financial institutions was measured by asking “How
well do you understand the role and function of the following institutions” (1 = never
heard of them; 4 = very well) for six various financial institutions in the respec-
tive country (Germany: a = 0.92; UK: a = 0.87). For the UK, these were (a) Bank of
England, (b) HM Treasury, (c) HMRC (Inland Revenue), (d) DWP (Department
of Work and Pensions), (e) OBR (Office of Budget Responsibility), and (e) FCA
(Financial Conduct Authority). For Germany, these were (a) Bundesbank, (b)
Federal Ministry of Finance, (c) Federal Central Tax Office, (d) The Federal Ministry
of Labour and Social Affairs, (e) European Central Bank, and (f) Federal Financial
Supervisory Authority (Bafin). Following previous research on the understanding of
monetary policy [20] and consumer research that consciously distinguishes between

Variables Germany UK
M SD M SD
Perceived understanding of financial institutions 267 0.69 261 0.62
Personal finance management 2.34 0.45 343 0.53
Economic news use 3.27 0.84 3.10 1.02
Need for economic information 2.24 0.75 2.31 0.73
Table 1.

Descriptive for key variables in the German and UK sample.
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objective and subjective knowledge [62], we chose “perceived” understanding
because it’s indicative for individuals’ decision-making processes. See the means of
the understanding of the various financial institutions in Germany and the UK in
Figures1and 2.

To measure to what extent citizens were aware and knowledgeable about how
to manage their personal finances, we used a common measurement for personal
finance management [63], consisting of four questions: “Thinking overall about
your, and your partner/spouse’s finances, how important, if at all, do you think it is
to..” (1 = not important; 4 = very important) (1) save money for a rainy day, (2) put
aside money for your retirement, (3) keep track of income and expenditure, and (4)
shop around in order to make your money go further (reversed). However, due to a
low reliability score, we dropped the fourth, reversed question (as proposed by the
R-function alpha), which yielded a satisfactory reliability score (Germany: a = 0.65;
UK: a = 0.67).

Economic news use was inquired by posing three questions: (1) “To what extent
do you AGREE or DISAGREE with the following statement? ‘I regularly read the
financial pages in the papers or online’” (1 = disagree; 4 = agree); (2) “Thinking

Understanding of the Role and Function of Financial Institutions
in Germany

4.00
3.50
3.02 -~
3.00 -
2.61 2.57 2.54 245
2.50
2.00
1.50
1.00
0.50
0.00
Bundesbank Federal Ministry of Federal Central Tax Federal Ministry of  European Central Bank Federal Financial
Finance Office Labour and Social Supervisory Authority
Affairs (Bafin)
Figure 1.

Means for perceived understanding of the role and function of various financial institutions in Germany.

Understanding of the Role and Function of Financial Institutions

in the UK

4.00

3.50

3.00 2.82 231 2.84

2.61
250 243
2.04

2.00

1.50

1.00

0.50

0.00

Bank of England HM Treasury HMCR (HM Revenue & DWP (Department of OBR (Office of Budget  Financial Conduct
Customs) Work and Pensions) Responsibility) Authority

Figure 2.
Means for perceived understanding of the role and function of various financial institutions in the UK.
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Variables 1 2 3 4

1 Perceived understanding of —
financial institutions

2 Personal finance management 021" —
3 Economic news use 0.54" 0.22" —
4 Need for economic information 040" 023" 048" —
p<o.01L
p < 0.001
Table 2.

Zero-order corvelations among all key variables in the German sample.

Variables 1 2 3 4
1 Perceived understanding of financial institutions —
2 Personal finance management 027" —
3 Economic news use 055" 029" —
4 Need for economic information 036 035" 049" —
“p<o.01L
p < 0.001
Table 3.

Zero-order corvelations among all key variables in the UK sample.

more generally, how closely have you been following the news about the state of the
economy and its future prospects?” (1 = not at all closely; 4 = very closely); and (3)
“How frequently do you follow the news about business and the economy?” (1 =1 do
not follow this type of news, 2 = less than once a month, 3 = once a month, 4 = once a
week, 5 = several times a week, 6 = every day). Although we used different wordings
and answer scales for this measurement, the reliability score is sufficient (Germany:
a=0.75 UK:a = 0.77).

The moderator need for economic information was measured by asking a single
question: “In your opinion, how important is it for people like you to keep up-to-date
with what’s happening in financial matters generally such as the economy and your
personal finances?” (0 = do not know/no opinion; 1 = not at all important; 3 = very

important). The covariate matrix of all key variables for both countries are shown in
Tables 2 and 3.

3.3 Analysis

To test the hypotheses, we conducted hierarchical regression analysis with listwise
deletion in five steps for the German and the UK sample, respectively. In the first block,
we only included the sociodemographic variables to predict understanding of financial
institutions and test H1. In the second, we added personal finance management to test
H2. In the third block, we included economic news use to test H3. In the fourth step,
we added need for economic news. To test the moderation effect (H4), we included the
interaction effect in the next step. We have checked the regression analysis (excluding
the moderation) for robustness and found no indicators that would cause concern for a
non-normal, skewed model (e.g., VIF, Cook’s distance, Durbin Watson Test).
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4, Results

The results (Table 4) show that H1 is partly supported for both countries. In all
five models for the German sample, we find that men (b) and highly educated (c)
and higher earning citizens (d) have a significantly better perceived understand-
ing of financial institutions. Regarding age (a) or ethnicity (e), we do not find any
significant relationship. For the UK sample (Table 5), only gender seems to be

Perceived understanding of the role and functions of financial institutions

Model 1 Model 2 Model 3 Model 4 Model 5
Block 1: Socio-demographics
Age 0.05 (0.03) 0.08 (0.03) 0.05 (0.02) 0.06 (0.02) 0.07 (0.02)
Gender (1 = Male) -0.25*** -0.25*** -0.16** -0.17** -0.18**
(0.08) (0.08) (0.07) (0.07) (0.07)
Education 0.17** (0.02) 0.14* 0.13* 0.13* 0.13* (0.02)
(0.02) (0.02) (0.02)
Income 0.33*** 0.32*** 0.19** 0.17** 0.17**
(0.02) (0.02) (0.02) (0.02) (0.02)
Ethnicity (1 = White) 0.004 (0.16) 0.01 (0.16) —0.03 (0.14) —0.02 (0.14) —0.02 (0.14)
R? 24.4%

Block 2: Financial Socialization

Personal Finance Mng. 0.17** 0.08 (0.08) 0.06 (0.08) 0.07 (0.08)
(0.09)
R’ 27%

Block 3: Economic News Use

Economic News Use 0.41*** 0.33*** 0.23 (0.13)
(0.05) (0.05)
R? 40.7%

Block 4: Need for Economic News

Need for Econ. Info. 0.19** 0.03 (0.20)
(0.06)
R? 43.3%

Block 5: Interaction

Economic News Use 0.23 (0.06)
x Need for Economic
Information

Total R? 43.4%

< 0.05.

< 0.01.
“p<0.001
Notes: Cell entries are final-entry ovdinary least squares (OLS) and standardized Beta () coefficients; standard ervors
in parentheses; n = 217 (after listwise deletion); bolded results are within normal confidence intervals based on 5000
bootstraps.

Table 4.
Hierarchical regression analyses predicting the perceived understanding of the role and functions of financial
institutions—German sample.
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Perceived understanding of the role and functions of financial institutions

Model1 Model 2 Model 3 Model 4 Model 5
Block 1: Socio-demographics
Age 0.04 -0.04 -0.02 —0.002 (0.02) 0.01
(0.03) (0.03) (0.02) (0.02)
Gender (1 = Male) ~0.20** —0.22%* —011 —0.11(0.07) 011
(0.08) (0.08) (0.07) (0.07)
Education 0.09 0.06 —-0.001 —0.003(0.02) 0.01
(0.02) (0.02) (0.02) (0.02)
Income 0.09 0.09 0.05 0.05 (0.02) 0.03
(0.03) (0.03) (0.02) (0.02)
Ethnicity (1 = White) —-0.02 —-0.03 —-0.06 —0.06 (0.11) —-0.06
(0.13) (0.13) (0.11) (0.11)
R? 71%

Block 2: Financial Socialization

Personal Finance Mng. 0.24*** 0.12* 0.09 (0.07) 0.08
(0.07) (0.06) (0.06)
R’ 12.5%

Block 3: Economic News Use

Economic News Use 0.51*** 0.47*** (0.04) -0.01
(0.03) (0.11)
R’ 35.3%

Block 4: Need for Economic News

Need for Econ. Info. 0.09 (0.06) -0.27
(0.13)

R? 35.8%

Block 5: Intevaction

Economic News Use 0.75**
x Need for Economic (0.04)
Information

Total R? 38.5%

P <0.05.
p<0.01

p < 0.001.
Note: Cell entries are final-entry ovdinary least squaves (OLS) and standardized Beta () coefficients; standard errors
in parentheses; n = 260 (after listwise deletion); bolded results are within normal confidence intervals based on 5000
bootstraps.

Table 5.
Hierarchical regression analyses predicting the perceived understanding of the role and functions of financial
institutions— UK sample.

negatively associated with the outcome variable, as the data show that women have
less understanding of financial institutions than men, but this relationship vanishes
once the models include economic news use, need for economic information, and the
interaction effect. Regarding H2, we find partial support in both the German and the
UK sample. For Germany, the relationship only holds in Model 2. For the UK sample,
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there is a positive, significant relationship between better awareness of personal
finance management and the perceived understanding of the role and function of
financial institutions, even when including economic news use (Model 3) but not in
Model 4-5.

H3 is largely supported in both samples, meaning that the more German and
UK citizens consume economic news, the higher their perceived understanding
of financial institutions. However, these significant positive relationships disap-
pear once the interaction effects are added to the respective regression models. In
the fifth models of the hierarchical regression analyses, we find support for H4
in the UK sample but not in the German sample. Hence, the relationship between
economic news use and perceived understanding of financial institutions is sig-
nificantly and positively moderated by the need for economic information among
UK citizens. The plot of the interaction effect (see Figure 3), furthermore, shows
that citizens with high levels of economic news use and those with a higher need
to stay informed about economic news have a better understanding of financial
institutions.

By means of the Johnson-Neyman technique, we show at what levels this modera-
tion effect stays significant for the UK sample. Figure 4 shows that already by scoring
higher than one on the question regarding the need for economic information, the

w
L

Need for Economic Information
small
== average

large

Understanding of Financial Institutions
N

1 2 3 4
Economic News Use

Figure 3.
Conditional plot for interaction effect of economic news use and need for economic information on the perceived
understanding of the vole and function of financial institutions in the UK sample.
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Johnson-Neyman plot, showing wheve the conditional slope of economic news use significantly differs from zero.

slope of economic news use becomes positive and significant. Reversely, economic
news has no effect on the understanding of financial institutions if the need for
economic information is lower than 1.1. We also tested all the regression results and
moderation effects for robustness. Bootstrapping results indicate, however, that not
all findings are representative of the entire population of German and UK citizens,
probably due to the small sample size. The robust coefficients are bolded in Tables 4
and 5. Hence, generalizations for the German and UK populations need to be consid-
ered with caution.

5. Discussion

Understanding the function and role of financial institutions plays a crucial
role for a well-functioning democracy. As we argue, only by keeping themselves
well-informed about economic topics and institutions, citizens can develop a sound
understanding and a critical perspective about the financial system. This enables
them to cast deliberative votes and become engaged for a more transparent, just, and
sustainable financial system. Scholars in economics, finance, as well as communica-
tion science have argued that the news media provide relevant information that
contributes to and fosters financial literacy and knowledge [20, 21, 41]. However, only
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few researchers (e.g., [20]) have also looked at how economic news use can contribute
to a better understanding of financial institutions.

In this study, we sought to study how economic news use is related to the perceived
understanding of the role and function of financial institutions in Germany and the
UK. Our survey results provide clear evidence that there is a significant relationship
between economic news use and understanding of financial institutions in both
countries. What is more, this study has corroborated previous research on financial
literacy [17, 23], showing that the perceived understanding of financial institutions
is positively related with education and income and negatively related with being
female. However, these findings were more robust and present in the German sample.
Similarly, financial socialization or, in other words, the awareness for managing one’s
personal finances was not a steady influencing factor for the perceived understanding
of financial institutions.

Another interesting result of this study was the moderation effect found in the
UK sample. Here, it was revealed that the relationship between economic news use
and the understanding of financial institutions is stronger for those people who have
a higher need to stay informed about the economy. This result does not only support
findings on ECB information seeking and knowledge about the ECB [33, 57], it is also
in line with findings from political communication where the need for (political)
information has repeatedly been shown to play a crucial role in learning from infor-
mation consumed via the news media (e.g., [47-49]). Hence, rather than providing
information in school programs on financial education, teachers should prioritize
media literacy and encourage students’ curiosity and engagement with financial and
economic topics so that they understand the importance of finance in their daily lives.
In fact, previous research suggests that merely providing financial information to
adolescents is not sufficient to increase financial literacy [18]. Instead, training and
workshops should have an attitudinal and practical component to enhance experien-
tial learning that will ultimately lead to better results in financial literacy.

Furthermore, in line with the differences of the media systems in the UK and
Germany [61], the findings highlight that the relationship between economic news
use and the perceived understanding of financial institutions seems to be higher
in the liberal media system in the UK, while in the democratic corporatist model in
Germany, sociodemographic data matter more in explaining the understanding of
financial institutions in the respective country. It could be possible that the medium
newspaper circulation in the liberal model in the UK could be more decisive in
explaining the outcome knowledge variable, compared to the democratic corporatist
model where newspaper circulation is generally high. What is more, the market-dom-
inated media market in the UK as well as the strong presence of the flagship financial
newspaper Financial Times in the country might carry more weight in explaining why
the relationship between reading economic news and scoring higher on the perceived
understanding of financial institutions is stronger for UK citizens than for German
citizens—and this despite the fact that the mean value of economic news use was
higher in Germany when compared to the UK.

For financial journalism practice, the findings of this study imply several things.
First, news media outlets should become more aware of the significance of financial
and economic news for their audience. Although the economic news beat is a niche in
general news reporting, receiving only limited attention from its audience [64], the
findings in this study have shown that economic news use plays an important role in
contributing to the perceived understanding of citizens about financial institutions.
Second, based on the results from this study, financial journalists should feel more
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engaged and motivated to make their coverage more attractive to the general audi-
ence, especially for women and those on low incomes. For example, a survey study by
Knowles and Schifferes [21] revealed that citizens in the UK thought that the financial
media should explain economic events in a clearer and easier language and that they
should describe better how economic developments affect them as citizens person-
ally. Following the relationships identified in this study, journalists have evidence

that their work matters in educating the public on financial topics and institutions.
Thus, by making economic news more attractive (e.g., choice of topics or presenta-
tion mode), financial journalists have the potential to activate, educate, and engage a
broader and more critical audience for economic issues.

Although the regression models were found to be largely robust and most of the
results were representative of the population, the study does not come without limita-
tions. First, it would be worthwhile to repeat the survey among a larger representative
sample in both countries, given that the bootstrapping results revealed that some esti-
mates were out of the confidence interval bounds. In fact, the survey samples had an
over-representation of white respondents in both countries, compared to the national
censuses. In addition, some of the measurements should be further developed, added,
and improved. For example, the “need for economic information” should not be mea-
sured by a single item, and financial socialization could be measured by additional
questions [41, 42]. Furthermore, the answer scales of the survey questions should be
kept similar across the measurements (cf. economic news use) in future research. In
addition, previous research has shown that asking for perceived or subjective knowl-
edge can sometimes lead to overestimations. Hayo and Neuenkirch [20], for example,
report that “particularly disinterested men tend to overestimate their own monetary
policy knowledge” (p. 19). Hence, rather than only asking for perceived knowledge,
objective knowledge questions for the understanding of financial institutions should
be composed in a follow-up study.

Despite these shortcomings, this cross-national survey study has provided useful
and first-time insights into the influencing variables of the perceived understanding
of financial institutions in Germany and the UK. By working out the pivotal role of
economic news use consumption, this study has not only shown that the news media
should be attributed more relevance in financial education programs, but the study
has also formulated directive implications for financial journalism and practice. To
sum up, economic journalists need to take a range of socio-demographic factors into
account when they write for a broad audience, so that those from lower incomes, who
have less education, women, and those with a lower need to stay informed about the
economy are not left out of important discussions.
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