NBER WORKING PAPER SERIES

YOUR PLACE IN THE WORLD:
RELATIVE INCOME AND GLOBAL INEQUALITY

Dietmar Fehr
Johanna Mollerstrom
Ricardo Perez-Truglia

Working Paper 26555
http://www.nber.org/papers/w26555

NATIONAL BUREAU OF ECONOMIC RESEARCH
1050 Massachusetts Avenue
Cambridge, MA 02138
December 2019, Revised April 2021

We are thankful for excellent comments from the Editor, three anonymous referees, colleagues
and seminar discussants. Special thanks to Roland Benabou for his detailed feedback and for
suggesting the epigraph. We would like to thank Jose Felipe Montano-Campos and Santiago De
Martini for superb research assistance. We are grateful to Bettina Zweck (Kantar Public
Germany), David Richter (DIW Berlin), and Carsten Schroeder (DIW Berlin) for their support in
implementing the project. This project received financial support from the German Research
Foundation (DFG) through individual grant FE 1452/3-1 (Fehr) and from the German Institute for
Eco-nomic Research (DIW Berlin, Mollerstrom). The authors declare that they have no relevant
or material financial interests that relate to the research described in this paper. The study is
registered in the AEA RCT Registry under AEARCTR-0006460. The views expressed herein are
those of the authors and do not necessarily reflect the views of the National Bureau of Economic
Research.

NBER working papers are circulated for discussion and comment purposes. They have not been
peer-reviewed or been subject to the review by the NBER Board of Directors that accompanies
official NBER publications.

© 2019 by Dietmar Fehr, Johanna Mollerstrom, and Ricardo Perez-Truglia. All rights reserved.
Short sections of text, not to exceed two paragraphs, may be quoted without explicit permission
provided that full credit, including © notice, is given to the source.



Your Place in the World: Relative Income and Global Inequality
Dietmar Fehr, Johanna Mollerstrom, and Ricardo Perez-Truglia
NBER Working Paper No. 26555

December 2019, Revised April 2021

JEL No. C83,C91,D63,D83,D91,H23

ABSTRACT

There is abundant evidence on individual preferences for policies that reduce national inequality,
but only little evidence on preferences for policies addressing global inequality. To investigate
the latter, we conduct a two-year, face-to-face survey experiment on a representative sample of
Germans. We measure how individuals form perceptions of their ranks in the national and global
income distributions, and how those perceptions relate to their national and global policy
preferences. We find that Germans systematically underestimate their true place in the world’s
income distribution, but that correcting those misperceptions does not affect their support for
policies related to global inequality.

Dietmar Fehr Ricardo Perez-Truglia

University of Heidelberg Haas School of Business

Bergheimer Str 58 University of California, Berkeley
Heidelberg 69115 545 Student Services Building #1900
Germany Berkeley, CA 94720-1900
d7fehr@gmail.com and NBER

ricardotruglia@berkeley.edu
Johanna Mollerstrom
Vernon Smith Hall 5028
George Mason University
3434 Washington Blvd
Arlington, VA 22201
jmollers@gmu.edu

A data appendix is available at http://www.nber.org/data-appendix/w26555



Let us suppose that the great empire of China, with all its myriads of inhabitants, was
suddenly swallowed up by an earthquake, and let us consider how a man of humanity
in Europe [...] would be affected upon receiving intelligence of this dreadful calamity.
He would, I imagine, first of all, express very strongly his sorrow for the misfortune of
that unhappy people [...]. And when all this fine philosophy was over [...] he would
pursue his business or his pleasure, take his repose or his diversion, with the same ease
and tranquillity, as if no such accident had happened. If he was to lose his little finger
tomorrow, he would not sleep tonight; but, provided he never saw them [...] the
destruction of that immense multitude seems plainly an object less interesting to him,

than this paltry misfortune of his own.

Adam Smith, The Theory of Moral Sentiments

1 Introduction

As inequality in many Western democracies has become more pronounced (Piketty, 2014; OECD,
2015; Alvaredo et al., 2018b), the debate around income redistribution has intensified. In the
academic literature, this debate has focused largely on how to allocate resources between in-
dividuals from a given country. This emphasis may not be surprising, as there are multiple
institutions and policy levers — such as taxes and welfare programs — that serve to redistribute
resources domestically. By contrast, comparable institutions and policies are scarce at the global
level. Nevertheless, the differences between the world’s poorest and most affluent citizens
are staggering, and awareness about these differences is increasing as information flows more
freely across the globe (OECD, 2015; Milanovic, 2015, 2016). As a result, institutions and tools
for promoting global redistribution may become more important.! Moreover, there are many
pressing policy issues that, even if not discussed expressly as tools for income redistribution, in-
volve significant components of redistribution of resources across countries. Examples of such
policy issues include pandemic response, trade wars, climate change abatement, and migration.
For example, Weyl (2018) shows that migration from poor to rich countries has contributed to a
large reduction in global inequality, while Milanovic (2016) points to a large reduction in global
inequality due to globalization. In this paper, we take a first step toward studying individual
preferences about policies that could help reduce global inequality.

To understand why some individuals support policies aimed at reducing global inequality

IThere are also programs that redistribute across countries at the regional level, for example in the Euro-
pean Union (e.g., Becker et al., 2013), and we see an increasing focus on and demand for foreign aid programs
in rich countries. A recent example is a referendum in Zurich, Switzerland, in which about 70 percent of voters
supported an initiative to increase funds for alleviating global poverty up to one percent of the city’s tax rev-
enue in a given year (for more details see https:/ /ea-foundation.org/files / prospectus-1-percent-initiative.pdf and
https:/ /tinyurl.com/yckz56v4).



and others do not, we conducted a two-year incentivized survey experiment in a representative
sample of the German population. Following three different trains of thought in the economics
literature, we focus on perceived relative income: i.e., the individual’s perceived rank in the
national and global income distributions. To the extent that individuals may misperceive their
income ranks, those systematic misperceptions may translate into systematic biases in the sup-
port for policies addressing global inequality.

The first line of reasoning originates in the canonical models of income redistribution from
political economy, such as Meltzer and Richard (1981) and Romer (1975). This class of mod-
els, when applied to the global arena, predict that an individual’s attitudes towards policies
like global redistribution should depend on their perceived rank in the global income distribu-
tion. Intuitively, these models assume that individuals are purely selfish; thus, people deciding
whether to support redistribution primarily care about the effects of the policy on their own
material well-being. As a result, we would expect individuals with a higher global income
rank to be less supportive of such policies, at least to the extent that they would likely be net
losers of global redistribution.?

A second perspective, originating in the behavioral economics literature, departs from the
assumption that individuals are solely self-interested. A vast theoretical and experimental lit-
erature shows that people care not only about their own monetary outcomes, but also about the
outcome of others and about fairness (e.g., Fehr and Schmidt, 1999; Bolton and Ockenfels, 2000;
Charness and Rabin, 2002). One robust finding from this literature is that individuals are often
willing to sacrifice some of their own material well-being to help those who are less fortunate
than they are. In our context, these models suggest that individuals with higher global income
ranks may feel more pressure to donate to the global poor. To the extent that other-regarding
concerns motivate redistribution, these individuals should also favor global redistribution.

The third perspective is inspired by a literature on international trade. For example, follow-
ing the logic of Stolper and Samuelson (1941), we would expect that globalization and immi-
gration may affect individuals differently, depending on their position in the national income
distribution. Due to the global abundance of low skill workers, low skill (and low income)
workers from rich countries can be negatively affected by openness to trade.? To the extent that

%For instance, in Meltzer and Richard (1981), individuals with different market skills have to vote for an income
tax rate. In equilibrium, individuals rationally anticipate the disincentive effects of taxation on the labor-leisure
choices of their fellow citizens and take the effect into account when voting. When applied to the national arena
(i.e., individuals from a given country voting for a domestic income tax), the model predicts that preferences for
redistribution will be a decreasing function of an individual’s relative skill (and thus relative income). We can
easily transfer this model to the global arena by assuming that the individuals are voting for a global income tax:
the corresponding prediction predicts that individuals who are higher up in the global income distribution should
be less supportive of global income redistribution.

3In its original form, the Stolper-Samuelson effect provides insights on the distributional effects of interna-
tional trade within a given country and predicts that in a two goods and two production factor world the one
factor that faces more competitive pressure from trade liberalization and globalization must end up worse off
compared to others in the same country. Despite the rather restrictive assumptions of the original theorem and
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globalization entails more openness to trade, individuals at the bottom of the German income
distribution may be less supportive of globalization.* Similarly, these individuals should be
less supportive of immigration, given that immigration is disproportionately low skilled.

We designed our survey experiment with three main goals. First, we measure attitudes
towards policies related to global inequality. Second, we measure individuals” perceptions of
their relative positions in the national and global income distributions, respectively. Third, we
study the correlational and causal effects of these relative income perceptions on the policy
preferences. We embedded our survey in the German Socio-Economic Panel (SOEP), a repre-
sentative longitudinal study of German households. The SOEP contains an innovation sample
(SOEP-IS) allowing researchers to implement tailor-made survey experiments. The surveys are
administered by trained interviewers who visit respondents in their homes each year. This of-
fers unique advantages over other survey modes (e.g., phone and online surveys), such as the
ability to interview multiple household members in private and follow-up a year later with
little attrition. The design of our survey takes advantage of this structure to investigate to what
extent misperceptions of relative income are robust and meaningful, or if they primarily reflect
disinterest from participants and other forms of measurement error.

Our survey elicited preferences over a range of policies related to national and global in-
equality. We elicited the demand for both national and global redistribution and respondents’
support for the creation of an international institution with a mandate to implement redistri-
bution at the global scale. Given that immigration and globalization can have significant re-
distributive implications at the global scale, we asked two questions that elicited support for
immigration and globalization, respectively. As some of these questions involve abstract con-
cepts that can be difficult for respondents to think about, we took care to clearly define and
explain all concepts involved such as “economic redistribution.” Lastly, we measured willing-
ness to donate money to the national poor and the global poor by asking respondents to: (i)
split €50 between them and a German household at the bottom ten percent of the national in-
come distribution, and (ii) split another €50 between them and a poor household, from Kenya
or Uganda, at the bottom ten percent of the global income distribution.

Our survey also elicited respondents” perceptions about their household’s position in the
national and global income distributions. We used a number of measures to minimize the
usual concerns with the measurement of misperceptions. For example, we offered significant
rewards for accurate responses to encourage participant attention and honesty. Likewise, in-

terviewers were present in person and could provide help in real time, minimizing the risk of

the scant empirical support, the model has significantly contributed to the debate on the distributional effects of
globalization (Goldberg and Pavcnik, 2007).

“This resonates well with the stagnating income growth of the lower middle class in rich countries (i.e., around
the 80th percentile in the global income distribution), popularized as the “elephant graph” (Lakner and Milanovic,
2016; Milanovic, 2016, but see also Alvaredo et al., 2018a for a more nuanced picture using newer data from various
sources). Similarly, evidence suggests that local US and German labor markets suffered the most the more they
were exposed to trade from China (Autor et al., 2013, 2016; Dauth et al., 2014).
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non-response to specific survey items or misunderstandings. We also took care to minimize any
social desirability bias by requiring respondents to provide responses in private, without the
interviewer being able to see the tablet screen. The survey mode also guaranteed that respon-
dents could not use the Internet to look up information or speak to other household members
while completing the survey (Grewenig et al., 2020).

To study how perceptions of relative income affects policy preferences causally, we created
exogenous variation by implementing an information-provision experiment (Cruces et al., 2013;
Karadja et al., 2017). After eliciting prior beliefs on relative income, but before eliciting policy
preferences, we randomly assigned participants to either a control group receiving no infor-
mation, or to a treatment in which they received easy-to-digest information about their true
position in both the national and global income distributions. The provision of information
creates exogenous variation in perceptions that we can leverage to measure the causal effect
of perceived income ranks. For example, take a group of individuals who underestimate their
global relative incomes by ten percentage points. We would expect the individuals who are
not assigned to information to continue underestimating their global relative income by ten
percentage points, while individuals who are assigned to the information should adjust their
perceptions upwards. The information provision thus creates a positive shock to the individ-
ual’s perceived global relative income. We can then test, for example, whether respondents, in
the spirit of Meltzer and Richard (1981), become less supportive of global redistribution upon
learning that they were higher up in the global income distribution.

One year after the baseline survey, we conducted a follow-up survey that re-elicited respon-
dents’ perceptions about their relative incomes, again incentivized for accuracy, as well as their
policy preferences. This approach allowed us to assess whether the information provided in
the baseline survey had persistent effects a full year later. Moreover, the follow-up survey pro-
vides additional measurements. In particular, we conducted an information-acquisition task
to measure the respondents” willingness to pay for information about their global and relative
incomes, using standard incentive-compatible methods (Becker, DeGroot, and Marschak, 1964).

The first set of results documents preferences over policies related to global inequality. We
find substantial variation across individuals in their preference for global redistribution, in their
giving behavior and in their opinions on globalization and immigration. Preferences for global
redistribution are significantly correlated to preferences for national redistribution. They also
share many of the same correlates such as political orientation, and beliefs about the roles of
effort and luck in economic success. Preferences for global redistribution are significantly and
positively correlated to preferences for immigration and globalization, suggesting that support
for those policies may respond to redistributive motives. In addition, preferences for global
redistribution are significantly, albeit far from perfectly, correlated to behavior in the global
giving task. This suggests that other-regarding preferences play an important role.

The second set of results measures misperceptions about relative positions in the national
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and global income distributions and documents their meaningfulness. The absolute size of
misperceptions about national and global relative positions are similar, with a mean absolute
error of 23 percentage points for both. Both types of misperceptions are also similar in that
they display a middle-class bias: German households who are rich by national standards tend
to think that they are middle-class, while households who are rich by global standards tend to
think that they are the global middle class. Nevertheless, there are some notable differences in
the distribution of global and national misperceptions. On the one hand, respondents are, on
average, correct about their national relative positions, with approximately an equal number
of respondents overestimating and underestimating their positions. On the other hand, house-
holds are much more likely to underestimate their positions in the global income distribution
than to overestimate it: Germans underestimate their place in the global income distribution by
an average of 15 percentage points. This could be consequential: if all Germans were informed
about their true place in the world’s income distribution, that could increase, or decrease, their
average support for global redistribution and related policies.

Several questions have been raised about the interpretation of misperceptions about impor-
tant variables, such as relative income and income inequality. For example, a significant fraction
of survey respondents’ misperceptions may be due to their lack of attention to the survey, lack
of interest in the topic, confusion about what the survey question is trying to elicit (Enke and
Graeber, 2020), or experimenter-demand effects (Zizzo, 2010; de Quidt et al., 2018; Mummolo
and Peterson, 2019). We take advantage of the unique features of SOEP and some methodolog-
ical innovations to provide novel evidence that misperceptions are indeed meaningful. The
evidence indicates that misperceptions are persistent, as individuals who overestimate their
rank in one year are likely to overestimate it a year later as well. We show that misperceptions
are also robust within households: if one person overestimates their rank, other members of
their household are likely to overestimate it too. We also provide evidence that households
are genuinely interested in learning about their relative income. Providing information to in-
dividuals affects their perceptions a year later, implying that individuals truly incorporate the
information. Moreover, we find that providing one member of a household with information
not only affects the perceptions of the same household member a year later, but of other house-
hold members too. This evidence suggests that individuals care enough about the information
on relative income to share it voluntarily with family members in the 12 months that separated
the two survey waves. Finally, using the information-acquisition experiment, we document
that individuals are willing to pay non-trivial amounts for information about their global and
national income ranks.

The third set of results looks at the relationship between policy preferences and perceptions
of relative income. As a benchmark, we start with the relationship between national income
rank and preferences for national redistribution, which has been studied before in other coun-
tries using experimental (Cruces et al., 2013; Karadja et al., 2017) and non-experimental methods



(see e.g., Fong, 2001; Alesina and La Ferrara, 2005; Alesina and Giuliano, 2011; Mollerstrom and
Seim, 2014). As has been documented previously, we find that the demand for national redis-
tribution is negatively correlated to the perceived national income rank. Moreover, and also
consistent with previous work (Cruces et al., 2013; Kuziemko et al., 2015; Karadja et al., 2017;
Fernandez-Albertos and Kuo, 2018; Alesina et al., 2018b; Fenton, 2020), we find a large hetero-
geneity by ideological orientation, with the correlation being driven almost entirely by left-of-
center individuals (about a third of the sample). The results from the information-provision
experiment further corroborates these findings: information about national relative income af-
fects demand for national redistribution in the predicted direction, and only for left-of-center
respondents. This evidence is consistent with the selfish motives a-la Meltzer-Richard in the
national arena.

On the contrary, we do not find evidence that correcting misperceptions on global relative
income has an effect on support for policies related to global inequality. If anything, we find
that individuals care about their national income rank: among the left-leaning respondents,
individuals who find out that they are higher up in the national income distribution lower their
support for global redistribution, while right leaning respondents who learn they are higher in
the national income distribution increase global giving. This suggests that the relevant reference
group when thinking about policies related to global redistribution are people nationally, but
not globally.

This study ties into several strands of literature. First, it is related to a literature measuring
preferences for redistribution. In addition to selfish motives (Fong, 2001; Alesina and La Fer-
rara, 2005; Alesina and Giuliano, 2011; Mollerstrom and Seim, 2014), this literature highlights
other relevant factors, such as beliefs about the relative importance of effort versus luck in
generating individual economic success, and other-regarding preferences (e.g., Alesina and
Giuliano, 2011; Mollerstrom and Seim, 2014; Alesina et al., 2018b; Gartner et al., 2019). We
contribute to this literature by providing, to the best of our knowledge, first evidence on the
formation of preferences for global redistribution.

We also add to a growing literature on the role of misperceptions as a determinant of po-
litical opinions and policy preferences. For example, a number of studies have documented
the role of misperceptions about relative income (Cruces et al., 2013; Karadja et al., 2017; Engel-
hardt and Wagener, 2017; Fernandez-Albertos and Kuo, 2018), wealth inequality (Norton and
Ariely, 2011; Kuziemko et al., 2015; Fehr and Reichlin, 2020), income mobility (Alesina et al.,
2018b; Fehr et al., 2019; Gértner et al., 2019), and immigration (Alesina et al., 2018a; Haaland
and Roth, 2019). One common concern raised in regard to this literature is that misperceptions
mostly reflect measurement error, inattention, or disinterest from the survey respondent. We
contribute to this literature by leveraging the setting provided by the SOEP and methodological
innovations to provide unique evidence that misperceptions are meaningful.’

50Our methodological innovations could be used also in other research areas, including (but not limited to)
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Our study also relates to research on international aid and migration in political science, as
well as in sociology and economics. Some literature on international aid argues that such giving
is driven primarily by strategic considerations of the giving nation rather than need in the
recipient country (see e.g., Alesina and Dollar, 2000; Kuziemko and Werker, 2006; Dreher et al.,
2009). However, there is growing interest in questions regarding public opinion about foreign
aid (Kinder and Kam, 2010; Bauhr et al., 2013; Milner and Tingley, 2013; Bechtel et al., 2014;
Nair, 2018; Eichenauer et al., 2018). Nair (2018) is the most closely related, as it explores the link
between global relative income and support for foreign aid. There are several conceptual and
methodological differences between our study and Nair (2018), however. For instance, while
Nair (2018) focuses only on direct foreign aid, we study a host of policies related to global
inequality. Second, while Nair (2018) focuses on information about global relative income,
we provide information and elicit beliefs about both the global and national income ranks.®
This was ex-ante important because some economic theories suggest that national income rank,
instead of global income rank, should matter for policy preferences. This feature of the design
turned to be important ex-post too, as we find that national relative income, rather than global
relative income, affects the demand for global redistribution.

Finally, our findings are also related to recent work on group identity and altruism. For
instance, Enke et al. (2019) define moral universalism as the extent to which people exhibit the
same level of altruism and trust towards strangers as towards in-group members. They pro-
vide evidence of significant heterogeneity in moral universalism across individuals. While our
tinding that preferences for national redistribution are correlated to preferences for global re-
distribution could be interpreted as evidence that moral universalism is significant for some
individuals, the fact that some individuals want to redistribute domestically but not globally
tells us that moral universalism does not apply to all. Other work, such as Cappelen et al. (2013)
has focused on giving of students from two rich countries (Germany and Norway) to students
in two of the world’s poorest countries (Uganda and Tanzania). This type of international al-
truism has also been studied in other fields beyond economics such as political science (Nair,
2018) and sociology (Bader and Keuschnigg, 2020). In contrast to this work, we take a broader
approach and focus not only on giving, but also on other aspects, such as redistribution, global-
ization and immigration, which are guided by economic frameworks such as Meltzer-Richard
and Stolper-Samuelson.

The paper continues as follows. Section 2 outlines our research design and describes our
data. Section 3 documents our first set of results related to the preferences for global redistribu-

tion and other policies. Section 4 documents the second set of results, on the misperceptions of

misperceptions about the inflation rate (Cavallo et al., 2017), housing prices (Fuster et al., 2019), and cost of living
(Bottan and Perez-Truglia, 2017).

61f individuals learn that they are richer, on a global scale, than they previously thought, they may infer from
that information that they are also richer than they though on the national scale, and vice-versa. Measuring and
providing information about both national and global relative incomes help us avoid this problem.
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relative income. Section 5 presents the third set of results, about the effects of perceived relative
income on policy preferences. Section 6 concludes.

2 Survey Design and Implementation

We collected data in cooperation with the German Socio-Economic Panel (SOEP) and made use
of their Innovation Sample (SOEP-IS). The SOEP-IS is a longitudinal study that surveys a repre-
sentative sample of the German population on a wide range of topics once a year.” The surveys
are conducted computer-assisted in face-to-face interviews by trained professional interview-
ers. We designed two tailor-made survey modules, including a randomized information treat-
ment, and incentivized belief and outcome measures, and implemented them in two consecu-
tive waves of the SOEP-IS. The baseline survey took place in the Fall of 2017 and a follow-up
survey in the Fall of 2018. In Appendices B and C, we provide the English translations of the

two original survey instruments (which were in German).

2.1 Survey Design: Baseline

The baseline survey had the following structure: i) pre-treatment questions; ii) assessment of
perceived position in the income distribution; iii) randomized treatment providing truthful and
accurate information about the position in the income distribution; iv) outcome measures on
preferences for redistribution, support for globalization and immigration, and on behavior in
an incentivized giving task (we will refer to these measures jointly as “policy preferences”).?

We asked all questions (except the questions on support for a global redistributive insti-
tution, globalization, and immigration) both in the national (i.e., German) context, and in the
global context. In particular, we asked respondents in (ii) to state their perceived position in
both the national and global income distribution. Third, we randomized whether respondents
saw the national or the global question first at the individual level to ease presentation and com-
prehension. That means that a person who saw the national level question first in (ii) would see
information about the national level first in (iii) (if randomly selected to the treatment group)
and would be asked the question about national redistribution, and about giving in the national
context, first in part (iv).

The pre-treatment part (i) included two questions about how respondents perceive the role
of effort and luck in economic success in the national and global context (Effort vs. Luck Belief).
These beliefs in the national context are typically strong predictors of various political opin-
ions, such as individual demand for redistribution at the national level (see e.g., Piketty, 1995;

"The SOEP-IS draws on the same pool of questions as the SOEP and makes use of the same professional survey
company (see Goebel et al. (2018) for more details on the SOEP, and Richter and Schupp (2015) for the SOEP-IS).

8Each survey item in our module briefly explained the subject of the question, stated the question and ex-
plained the response scale, for better comprehension.



Alesina and Angeletos, 2005; Benabou and Tirole, 2006 for seminal theoretical work, and Fong,
2001; Mollerstrom and Seim, 2014; Karadja et al., 2017; Gartner et al., 2019 for empirical evi-
dence). We also use these two questions as a falsification test, as we should not find treatment
effects on a variable that was measured before the information treatment.

Because there is growing evidence that information effects on individual views about redis-
tribution and policies are subject to strong heterogeneity in political orientation (e.g., Karadja
et al.,, 2017; Alesina et al., 2018b,a; Fenton, 2020), we purposefully placed our module after
the questions about political attitudes that are routinely included in the SOEP-IS. In this way,
we can estimate the heterogeneity of the experimental results by political orientation without
having to worry about imbalanced sub-samples and the possibility that the information treat-
ment influences the responses on political orientation. Specifically, we use respondents” self-
placement in the political left-right spectrum on a scale from far left (0) to far right (10). A siz-
able share of respondents (about 41 percent) chose the mid-point, while a slight majority of the
remaining respondents lean left.” To simplify the exposition of our results, the baseline spec-
ification splits the sample between left-of-center (0-4) respondents and center/right-of-center
respondents (5-10).

Estimates of the global income distribution predominantly rely on per-capita pre-tax house-
hold income (see e.g., Milanovic, 2015, 2016). Therefore, before asking respondents for their
perceptions of their relative national and global income in part (ii) of the survey module, we
highlighted their absolute, per-capita pre-tax household income. We then asked them to state
their position in the national and global income distributions on a scale from 0 (poorest person)
to 100 (richest person). To minimize social desirability bias, we required respondents to answer
these questions in private without the interviewer seeing the tablet screen. Both relative income
questions were incentivized for accuracy, and respondents were informed that they would re-
ceive €20 for each assessment that was correct to the closest percentile (ensuring that it was
optimal for them to answer in a way that elicited the true mode of their beliefs).

After stating the perceived rank in the national and global income distribution, respon-
dents answered several questions unrelated to our research (these questions were, among other
things, related to the respondents’ civil status, their siblings, and their children, and did not
vary by treatment). Subsequently, our module continued with part (iii), in which we random-
ized half of the respondents into a treatment providing them information about their true rank
in the national and global income distributions. The information revealed how many people
are poorer at the national and global level, based on their stated pre-tax per-capita household
income, and additionally visualized this information using customized graphs to make it easier
to understand and digest. See Figure 1 for a sample of the information treatment. The other
half of respondents received no information.

Then, in part (iv), we measured our outcomes of interest. We first asked how much economic

9For the full distribution of responses, see Appendix A.1.
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redistribution respondents demand at the national and global level with answers ranging from
1 (indicating no demand for redistribution) to 10 (indicating a desire for complete redistribution
that equalizes post-redistribution income between citizens or people in the world). Similarly,
we asked to what extent they would support the creation of an international institution with
a mandate to implement global redistribution, about their preferred level of globalization, and
about their view on immigration policies that would allow more people from poor countries
to live and work in Germany. Again, answers to these questions ranged from 1 indicating
no support, less immigration, and no globalization, respectively, to 10 indicating full support,
more immigration, and complete globalization.

Importantly, as most of these questions involve abstract concepts, such as “economic re-
distribution,” that can be difficult for respondents to think about, not least at the global level,
we took great care to define and explain all involved concepts and answer scales in a simple
and comprehensible way. For example, we explain that redistribution of income at the national
level means that the state reduces the income gap between citizens through taxes and transfers,
and subsequently introduce the question about global redistribution by asking them to imagine
that it would be possible to redistribute income around the world in a similar way as a state
can redistribute income within a country. The trained interviewers also received information
on how to respond to potential questions that the respondents had while taking the survey.

Among our outcome variables in part (iv) we also have two incentivized questions that
cover the altruistic aspect of redistribution. To this end, we used two simple giving tasks with
real stakes in a national and a global context, respectively. More precisely, respondents were
asked to: a) distribute €50 between them and a poor German household; and b) distribute an-
other €50 between them and a poor global household. Respondents made their decisions in
private: interviewers were not able to see the tablet screen. German households were drawn
from the bottom ten percent of the income distribution of SOEP-IS households that are not in
our sample.!? To facilitate transfers to a poor global household, we used GiveDirectly, a well-
established non-profit charity that provides cash transfers to poor households in Kenya and
Uganda, and whose eligibility criteria ensures that recipient households belong to the bottom
ten percent of the global income distribution (Haushofer and Shapiro, 2016). We randomly se-
lected one in seven respondents and implemented their distribution decision in one randomly
selected task (i.e., either the national or the global distribution decision). The money that a re-
spondent allocated to herself was given to her immediately after completing the survey, while
national recipient households received their transfers (the exact amount given by the respon-
dent) with a cover letter explaining the transfer after the data collection for this SOEP-IS wave
was completed.

19The SOEP-IS consists of several independent samples that are each representative of the German population.
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2.2 Survey Design: Follow-Up

We designed a follow-up survey that we implemented in the same sample of respondents a
year later. One of the purposes of this survey was to test whether the information provided to
the survey participants had persistent effects a year later. As in the baseline survey, we began
by collecting information on income and the number of household members. We then asked
respondents to guess their rank in the national and global income distributions, rewarding
accurate prediction with €10 each. This time, however, we did not provide information on the
true rank in either context. Instead, after answering several SOEP-IS questions unrelated to
our research, all participants answered the same questions about demand for redistribution,
globalization, and immigration as in the baseline survey. In the follow-up survey, however, we
did not include the incentivized distribution task.

The follow-up survey included some additional questions designed to complement the re-
sults from the baseline survey. Most importantly, we elicited respondents” willingness to pay
(WTP) for information about their true rank in the national and the global income distribu-
tions. To do so, we used a list-price version of the Becker-DeGroot-Marschak method (see e.g.,
Andersen et al., 2006). The list presented, separately for the national and the global income
distribution, five scenarios in which respondents must choose between receiving information
about their true rank in the corresponding income distribution, or receiving monetary com-
pensation. The amount of money was predetermined and ranged from €0.1 in Scenario 1 to
€10 in Scenario 5, in increasing increments (€0.1, €1, €2.5, €5, and €10). We informed respon-
dents that one of the overall five scenarios would be randomly selected and implemented.!!
Respondents made their decisions in private and to avoid that they pay for this information
for strategic reasons, we took care to assure respondents that we would not ask any more in-
centivized questions about their income rank, either later in the survey, or in later waves of the
survey. The survey included a few additional questions. After the elicitation of each belief on
relative income, we elicited how certain respondents were about their answers on a 0-10 scale.
We also asked respondents to what extent they think that the rich and poor benefit from global-
ization and immigration. Finally, we included a battery of four questions eliciting whether the
respondent trust the government, the media, official statistics and research.

2.3 Survey Implementation

We implemented our two survey modules in the 2017 and 2018 waves of the SOEP-IS, which
ran from September through December in each year. A total of 1,392 respondents took part in
the baseline survey, while 1,167 participated in the follow-up survey (84 percent of the 1,392
respondents in the baseline survey). Interviews with a single household member typically

The instructions for the elicitation procedure, which we adapted from the elicitation task employed in Fuster
et al. (2019), were tested for understanding with cognitive interviews.
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lasted for about 60 minutes, out of which our modules comprised on average 8-10 minutes.

There are some advantages of working with the SOEP that are worth emphasizing. The
SOEP team undertakes various efforts to optimize data quality, for example, new survey items
are pre-tested before the data collection. During the data collection, there are a number of insti-
tutional safeguards that have been developed by SOEP in over 35 years of history.!? After the
data collection, there are several routines to check data plausibility and consistency. In addition
to the data quality, there are some unique features of SOEP that we take advantage of for our
research design. All household members over age of 16 are interviewed in computer-assisted,
face-to-face interviews performed by trained professionals. Interviews were conducted in pri-
vate with each member of a household, i.e., there was no communication possible between
household members during and between the interviews within a wave. For this reason, we can
study the diffusion of information within the household across waves. While we only designed
a module of the survey, we have access to responses to questions in all modules, including a
rich set of measures of socio-economic indicators. Moreover, due to the longitudinal character
of the SOEP, we can track outcomes in years before and after the baseline survey.

Appendix A.1 provides descriptive statistics for the baseline and follow-up survey. We show
that, consistent with successful random assignment, the observable pre-treatment characteris-
tics are balanced across all treatment groups. One potential concern with using data from the
follow-up survey as outcome measures is that the treatment may have affected the decision to
participate in the follow-up survey. This is not a significant concern here for two reasons. First,
attrition is low: 16 percent of the respondents in the baseline survey did not participate in our
follow-up survey one year later. Second, and most importantly, there is no significant difference
in the attrition rates between individuals who were in the control group (15 percent attrition),
and individuals who were in the treatment group in the baseline survey (17 percent attrition,
p-value=0.247 for t-test of proportions).'® In addition to the low attrition rate, our study stands
out relative to other information-provision studies in terms of the length of time between our
baseline and follow-up surveys. For examples, Kuziemko et al. (2015) conducted their follow-
up survey one month later (with a response rate of 14 percent), Cavallo et al. (2017) conducted
it two months later (response rate of 36.1 percent), and Karadja et al. (2017) conducted it three
months later (response rate of 80 percent), and Haaland and Roth (2019) conducted it one week

later (with a response rate of 66.3 percent).

3 Policy Preferences

We start with a descriptive analysis of policy preferences from the baseline control group (i.e.,

individuals who did not receive any feedback from us regarding their true income rank).

12Eor more details, see Goebel et al., 2018.
13In Appendix A.2, we provide further evidence that attrition was random.
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Looking at preferences for redistribution, Figure 2.a reveals a significant variation as to how
much redistribution individuals want at both the national and the global level, and even though
the two preferences are correlated (correlation coefficient 0.70, p-value < 0.001 as illustrated in
Figure 2.b), the correlation is not perfect: there are some respondents who want extensive na-
tional redistribution but very little global redistribution, and vice versa.!* There is also signifi-
cant variation in the extent to which respondents are supporting the idea of a global institution
with a redistributive mandate (Figure 2.c). Likewise, there is significant heterogeneity in how
much the respondents support globalization (Figure 2.d) and immigration (Figure 2.e).

These preference measures are unincentivized self-reports, but our survey also contained
two incentivized giving tasks. In each of these two tasks respondents could split €50 between
themselves and a poor household in the national context and in the global context. As opposed
to the demand for redistribution measures, which captures both selfish and altruistic prefer-
ences, the giving tasks are only reflecting altruism. Figure 2.f shows that there is substantial
giving among the households: the average share of giving to a poor German household is 56
percent (M=€28.0, SD=14.8) while the average share of giving to a Kenyan household is 64 per-
cent (M=€31.8, SD=15.9). The two measures are correlated (correlation coefficient 0.74, p-value
< 0.01), but again, there are some respondents who give a high share to a national poor, but a
low share to a global poor and vice versa (Figure 2.g).

Table 1 documents the correlations between the different policy preferences. In general we
see that they are all correlated. More specifically, we note that there is a significant positive
correlation between the real-stakes donations with preferences for redistribution. That is, de-
manding more national redistribution is related to higher donation to the national poor and
demanding more global redistribution is associated with higher giving to the global poor.
This indicates that demand for redistribution likely has altruistic as well as selfish components,
both at the national and at the global level. The magnitude of those correlations are, however,
not as large as for example the positive correlation between national and global demand for
redistribution, or the correlation between national and global giving.

In Table 2, we investigate the correlates of the policy preferences. In general we see that
they share many correlates, which should not be surprising given that they are correlated to
each other (as documented in Table 2). The odd-numbered columns from Table 2 corresponds
to bivariate regressions (i.e., with independent regressions with one right-hand-side variable
each), whereas the even-numbered columns report multivariate correlations (i.e., with all cor-
relates entering the right-hand-side of the equation jointly). Columns (1) and (2) look at the
extent to which our measure of demand for national redistribution are correlated with personal

characteristics that have previously been shown to correlate with demand for national redistri-

14 About 42 percent of respondents in the control group state exactly the same level of redistribution in the
national and global arena and for 28 percent of respondents the response differs in one level.
15See Appendix A.3 for a less parametric approach.
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bution (Alesina and La Ferrara, 2005; Alesina and Giuliano, 2011; Mollerstrom and Seim, 2014;
Karadja et al., 2017; Gértner et al., 2017, 2019). We mostly confirm previous findings. For exam-
ple, the demand for national redistribution is higher for individuals with lower income, for in-
dividuals who believes that effort drives economic success, for left-leaning individuals, and for
respondents living in East Germany. We fail to find support for some previously documented
tindings however. We see, for instance, no gender difference in the demand for national redis-
tribution (in other work, women are generally found to demand more redistribution than men).
Columns (3) and (4) in Table 2 display the results of the corresponding correlational analysis
for demand for global redistribution. There are some differences compared to the correlates of
demand for national redistribution. Most notably, there is no relation between a respondent’s
income and their demand for global redistribution. The fact that those to the left on the politi-
cal spectrum want more redistribution remains however, as does the correlation with Effort vs.
Luck Belief.!® Columns (5) and (6) show that the correlates of supporting a global institution
with a redistributive mandate are largely the same as for demand for global redistribution. We
note, however, that respondents located in East Germany are less supportive of such an orga-
nization than those in the West, and that German citizens are less supportive than respondents
without the German citizenship.

In columns (7)—(10) of Table 2, we display the correlates of the giving decisions. There are
some robust patterns and, in particular, we note that giving at both the national and the global
level is increasing in education and income, whereas older respondents and East German re-
spondents give less. Respondents who believe that individual economic success globally de-
pends on luck also give more in both contexts, and there is a tendency that left-leaning respon-
dent give more in both contexts as well. The last four columns of Table 2 display the correlates
of respondents’ support of globalization, and of generous immigration policies. We consistently
see that older respondents, respondents in East Germany, and German citizens are less in fa-
vor of globalization and of generous immigration policies. We also note that higher income
is associated with more positive views on globalization and immigration, respectively, while
left-leaning respondents more likely favor generous immigration policies, but are only weakly
supportive of globalization. People who believe that it is luck rather than effort that determines
an individual’s economic success in the global arena are more supportive of immigration and
of globalization. Effort vs. Luck Belief at the national level, however, are uncorrelated with
these preferences.

161t is also interesting to note that respondents are in wide agreement that luck plays a more important role
in generating individual global economic success than in generating individual national economic success. The
average answer on the Effort vs. Luck Belief scale is 4.58 (SD=1.68) for the national and 5.18 (SD=1.94) for the
global context (p-value < 0.001).
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4 Perceptions of Relative Income

4.1 Misperceptions

What do respondents know about their national and global relative income? On the one hand,
there are reasons to expect that misperceptions for global relative income will be more substan-
tial than those of national relative income. For example, the information about the national
income distribution may be more accessible than information about the global income distribu-
tion. National newspapers may more often provide information related to the national income
distribution, but rarely provide information related to the global income distribution. The same
case can be made about indirect sources of information about the income distribution, such as
salary discussions with social contacts, or casual observation of other people’s consumption:
the majority of these conversations and observations may be about a national rather than a
global context. On the other hand, there are also reasons to expect lower misperceptions for
global relative income than for national relative income, at least in a rich country like Germany.
Even if a household had no idea whether it is poor or rich within Germany, just knowing that
Germany is a rich country may be enough to infer that one is very likely at the top of the global
income distribution.

Figure 3 shows the perceptions for national income rank (Figure 3.a) and global income rank
(Figure 3.b). The results indicate that substantial misperceptions exist for both the global and
national beliefs. Figure 4.a shows the histograms of misperceptions: i.e., the difference between
prior beliefs and reality.!” Here, a positive (negative) number indicates that the respondent
overestimates (underestimates) her own rank. For example, 0.3 means that the respondent
believes that she is 30 percentage points higher on the relative income scale than she actually is,
and a -0.1 would indicate that the respondent’s relative income position is in fact ten percentage
points higher than she believes.!® A visual inspection of Figure 4.a indicates a much smaller
average bias for national than for global rank, and it is indeed the case that the average bias
for national rank is close to zero (M=-0.01, SD=0.29). Moreover, there are roughly the same
number of people overestimating their national rank as there are people underestimating it.
This is not true for global rank: respondents underestimate their relative position in the global

7In Appendix A.4, we also show the distribution of the gap between the information provided to the individ-
uals and the prior beliefs.

180ne potential concern is that misperceptions may be partly due to the fact that individuals do not know their
absolute, rather than relative, income. There are two pieces of evidence indicating that this is not a significant
source for concern. First, Karadja et al. (2017), who can match self-reported absolute income is highly correlated
to the actual absolute income (as measure in the government’s administrative data). Second, in our own data
we find that household members are highly consistent with each other in their perceptions of absolute income.
More precisely, we find that just 11.4 percent of the overall variation in perceived absolute income corresponds
to the within-household variation (these results exclude 3 outliers in perceived absolute income). In comparison,
10.8 percent of the overall variation in the perceived number of household members corresponds to the within-
household variation.
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income distribution by an average of 15 percentage points (5D=0.26, p-value < 0.001 for a paired
t-test of differences in means). Despite these different average errors in national and global
relative income perceptions, we observe quite pronounced individual biases that are similar in
magnitude at the national and global levels. We compare the accuracy of national and global
relative income perceptions using the mean absolute error, and find that these are very similar
for national and global beliefs (23 percentage points in both cases). In other words, at the
individual level, Germans are as (in)accurate about their national income rank as they are about
their global income rank.

Figure 4.b shows the relationship between the national and the global biases. They are
significantly (albeit not perfectly) correlated: the correlation coefficient is 0.61 (p-value < 0.001),
implying that if a respondent overestimates her position relative to other Germans chances are
that she will also overestimate her income globally. This, in turn, may imply that respondents
are, to some extent, extrapolating their beliefs about their national relative position to the global
arena.!

We assess if the misperceptions are consistent with the middle-class bias that would be ex-
pected under assortativity neglect. That is, the poor interact disproportionally with poor people
and thus end up overestimating their relative income; while the rich interact disproportionally
with rich people and thus end up underestimating their relative income.?’ The results are
presented in Figure 5.a for national relative income and Figure 5.b for global relative income.
Figure 5.a shows that, consistent with prior evidence (Cruces et al., 2013), there is a middle-
class bias in the perceptions about national relative income. Households below the median
income overestimate their relative income while households above the median income under-
estimate their relative income. Figure 5.b shows that a middle-class bias may also exist for the
belief about global relative income. However, since the vast majority of German households
are placed in the top two deciles of the global income distribution, there is not sufficient data to
provide a sharp test of the middle-class bias at the global level.

The results presented so far indicate substantial misperceptions about national and global
relative income. However, this kind of data on misperceptions come with certain challenges
due to their self-reported nature. For instance, some respondents may not be paying attention
to the question, or may be uninformed simply because they do not care about the topic. In the
next sections, we take advantage of our unique data and specific features of SOEP to address
these concerns.

YMoreover, the two types of biases have similar correlates (results presented in Appendix A.5).

20Frick et al. (2019) formalize how this assortativity neglect may arise more generally. Theoretically, a middle-
class bias may also lead to more inequality, in particular, if the middle class can redistribute resources to themselves
and are richer than the poor (Acemoglu et al., 2015).
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4.2 Consistency Across Household Members and Over Time

We start by noting that misperceptions exist in our data even though we provided significant
rewards for the respondents to correctly state their national and global position in the relative
income distribution. The incentives should, at least to some extent, reduce the concerns about
measurement error as we are giving people an incentive to pay attention, and to think harder
than they would under non-incentivized conditions.

Next, we show that the misperceptions are robust across household members and over time.
The data from the follow-up survey help us to assess the consistency (or lack thereof) of mis-
perceptions. If biases are pure measurement error, there should be no correlation between the
bias in one wave of the survey and the next. On the other hand, if individuals are truly biased,
their misperceptions should be correlated over time. Focusing on the control group, Figure 6
shows that the persistence is significant: for national ranks, for each one percentage-point bias
in the baseline survey, a respondent is biased in the same direction by 0.4 percentage points in
the follow-up survey (p-value < 0.001). Results are similar in magnitude for global rank (cor-
relation is 0.28, p-value < 0.001). The existence of such a persistence is even more remarkable
given that there are some factors working against it — in particular, individuals are changing
their absolute income over time, which often causes their true position to change as well.%!

We further document that misperceptions are quite consistent between household members.
If misperceptions reflect real, meaningful biases, we should expect them to be correlated across
members of the same household. Indeed, we find that misperceptions are highly correlated
between household members: a minority (41.8 percent) of the overall variance in mispercep-
tions of national rank corresponds to the within-household variance.?? As a benchmark, we can
reproduce this exercise for a factual question for which we would expect household members
to be almost perfectly consistent with each other: the number of household members. We find
that perceptions about the household size are highly correlated between household members:
just 10.8 percent of the overall variance corresponds to the within-household variance.”® In
sum, members of the same household are largely consistent with each other regarding their
misperceptions of income rank, although not as consistent as they are regarding the perceived
household size.

2 For details, see Appendix A.6.

22We follow the strategy from Chetty et al. (2011), by estimating a regression of the variable of interest (in this
case, the misperception of national income rank) on a constant and household-level random-effects. With the
regression estimates we can compute the parameter 1 — p, which corresponds to the within-household variance as
a share of the overall variance. The results are roughly similar for the global misperceptions: 58.2 percent of the
overall variance corresponds to within-household variance.

ZThere are some small inconsistencies between household members in their perceptions of household size.
These inconsistencies may be due to lack of attention, typos, or due to gray areas: e.g., one spouse includes a child
currently at college as a member of the household while the other spouse does not.
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4.3 Persistence of Learning

Providing information on the respondent’s income rank could have spurious effects. A first
concern has to do with experimenter-demand effect: subjects may react to the information just
because they feel social pressure from the experimenter (Zizzo, 2010). While this is a valid
concern, recent evidence suggests that the magnitude of experimenter demand effects is small
(de Quidt et al., 2018; Mummolo and Peterson, 2019). Moreover, we took some precautions
to try to minimize the scope of experimenter-demand effect. Most importantly, despite the
survey being conducted face-to-face with the interviewer visiting people in their homes, the
subjects received the information and answered questions related to relative income in private:
the surveyor handed them a tablet and then turned around to give privacy to the respondent.
A second concern has to do with anchoring. For example, Cavallo et al. (2017) shows that
providing individuals with fictitious information on prices had an effect on their subsequent
inflation expectations even though the individuals were explicitly told that the information
was fictitious and thus were expected to ignore it.

If the reaction to the information was due to spurious reasons such as experimenter demand
or anchoring, we would not expect the effects of providing information to be long-lasting. Thus,
as in other studies, we measure the long-term effects of the information (see e.g., Kuziemko
et al., 2015; Cavallo et al., 2017; Karadja et al., 2017; Haaland and Roth, 2019; Haaland et al.,

2020). Let rp rior ; denote the perceived national rank in the baseline survey (i.e., the prior be-

signal

lief, before receiving information) and r;

denote the signal that was given as feedback if
signal prior

the individual was in the treatment group. Consequently, ;- .~ —r; . is the misperception
about the national rank. Let T; be an indicator variable indicating whether the individual re-
ceived relative-income information in the baseline survey. The regression specification is the

following;:
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X; is a set of control variables such as the respondent’s demographic characteristics.** The co-

The dependent variable, 7. ", is the perceived national rank in the follow-up survey, and
efficient a,,; tells us the rate of pass-through between the information given, and subsequent
beliefs (and we use an analogous specification for global relative income). For example, a co-
efficient of 0.1 would indicate that for each percentage point shock in information given, the
posterior belief a year later is higher by 0.1 percentage points. Note that we should not expect a
perfect pass-through rate (i.e., a5+ = 1). In theory, Bayesian individuals would form posterior
beliefs by taking a weighted average between the signal provided to them and their prior be-
liefs. Empirically, even when beliefs are re-elicited immediately (which is not the case here, but

has been done in other work), the pass-through rate tends to be closer to 0.5, and falls signifi-

24Gee the table notes for a list of the full set of control variables.
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cantly over a few months (see e.g., Cavallo et al., 2017; Bottan and Perez-Truglia, 2017; Fuster
etal., 2019). Moreover, we expect a limited pass-through in this context as a respondent’s actual
relative income can change from one year to the other, so what she learned about her relative
income one year ago may only be of limited help when she assesses her current income rank.

The results on the pass-through rate are presented in Table 3. Column (1) suggests a pass-
through coefficient of 0.145 at the national level: i.e., for each percentage point that the treat-
ment corrected a respondent’s misperception about national relative income, a year later she
reports beliefs that have moved 0.145 percentage points closer to accurate beliefs. This suggests
that the respondents have at least some interest in the information — as they otherwise would
not be likely to remember the information provided to them a year later. In column (3) we
reproduce the analysis, but focusing on perceptions of global income rank instead of national
income rank. The pass-through estimate for global relative income (0.124, from column 3) is
similar as that of the national relative income (0.145, from column 1).

Columns (5) and (7) of Table 3 present the results from a falsification test, in which the
dependent variable is the belief in the baseline survey (i.e., before they or the other household
members actually received the information). We should expect no effect on this prior belief,
which is also what we find: this “placebo” rate of pass-through is in both cases close to zero,
statistically insignificant and precisely estimated.?

As complementary evidence, we can also use data on the certainty of beliefs a year later.
In the follow-up survey, we ask respondents to state how confident they are in their answers
about their position in the income distributions. Figure 7.a shows that, on average, individuals
are aware that they do not know their position in the income distributions well: only about 4
percent of respondents report to be 90-100 percent certain about their national relative position
assessment; and only 8 percent of respondents report this level of certainty about their global
income rank assessment. Moreover, Figure 7.b shows the relationship between respondents’
confidence in their answer and their accuracy. We see evidence of self-awareness, in particular
in the case of global rank: e.g., the misperception is around 32 percentage points for those who
are completely uncertain or only 10 percent sure, whereas it is around 12 percentiles for those
who report to be 90-100 percent sure.

Finally, if an individual truly learned from the information, we would expect her to feel more
certain about her answer when assessing her income rank a year later. The results in Table 4, for
national rank (column (1)) and global rank (column (3)) confirm this conjecture. The evidence
suggests that receiving information about one’s true income rank increased belief certainty in
national rank by 0.420 (p-value = 0.002) and in global rank by 0.602 (p-value < 0.001) in the
follow-up one year later.

25The 90%-ClI for national ranks is [-0.027, 0.054] and for global ranks it is [-0.065, 0.016]. Moreover, Appendix
A.2 provides an additional robustness check, using attrition to the follow-up survey as the dependent variable, to
show that the findings are not driven by selective attrition.
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4.4 Information Diffusion within the Household

Due to the fact that we randomized the information treatment at the individual level, some-
times an individual received information about the household’s true relative rank in the na-
tional and the global income distributions, while other members of the same household did
not. We exploit this feature to measure intra-household information diffusion. If individu-
als take the time to discuss the information they receive with other household members, they
presumably find it interesting and /or useful.

Let Tip “" take the value 1 if the individual did not receive the information but another mem-
ber of her household did, and 0 otherwise (i.e., if the individual received the information or if
none of the household members received the information).2® We can extend the specification

from equation (1) to accommodate for information spillovers within the household:

e gt - (rsignal _ rprior) T, + LPeer . (rsignal _ rprior) ) Tipeer
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The coefficient a’"" tells us the rate of pass-through between the information we gave to a
respondent’s household peer(s) to her own beliefs one year later — any sharing of information
among household members must take place after the baseline survey, as each interview was
conducted in private and communication between household members was not permitted.?”
The results for perceptions of national income rank are presented in column (2) of Table 3, and
suggest that there is significant diffusion of information within households. The coefficient of
0.174 implies that for each percentage point shock in information given to another member of
a respondent’s household, her posterior belief a year later is higher by 0.174 percentage points.
Moreover, accounting for this spillover of information is important for correctly understand-
ing the long-term effects on beliefs: once we control for potential peer information, the pass-
through of own information to own beliefs rises from 0.145 in column (1) to 0.199 in column
(2). The comparisons between the pass-through for own information versus peer information
suggests that 87 percent (= %) of the information travels to other people in the household.
This is a high degree of information diffusion. We reproduce the analysis for the global rank in
column (4). The rate of pass-through is somewhat lower (0.109) but still marginally statistically

significant (p-value = 0.081). The comparisons between the pass-through for own information

26This is a common definition in the study of spillovers, based on the assumption that if the individual receives
the treatment directly then it should not matter whether his or her peers received the treatment or not. We provide
direct evidence in support of this specification in Appendix A.7.

?’See the table notes for a list of the full set of control variables. One important control is the number of
household respondents: as a member of a larger household faces a higher probability that another household
member will be randomly assigned to the treatment. In other words, assignment to the peer treatment is only
random after conditioning on the number of respondents who could have been assigned to the information.
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versus peer information suggest that 67 percent (= %) of the information about global income

rank makes its way to other members of the household. We can conduct the same falsification
test as discussed above, where the dependent variable is the belief in the baseline survey (i.e.,
before anyone received the information). These results are presented in columns (6) and (8) of
Table 3. As expected, all the coefficients are close to zero, statistically insignificant and precisely
estimated.?®

Columns (2) and (4) of Table 4 explore the effects of information diffusion to other members
of the household on the certainty of beliefs a year later. If a respondent obtained information
from another household member, we would expect her to feel more certain when answering
the question about income rank a year later. The results are presented for national and global
rank, in columns (2) and (4), respectively. The evidence is mixed: the household peer treatment
increased belief certainty in national rank by just 0.146 and this effect is statistically insignifi-
cant. However, given that this point estimate is not precisely estimated (90%-CI: -0.207, 0.499),
we cannot rule out large positive effects. For global rank, the evidence is clearer: the household
peer treatment increased own belief certainty by 0.523, which is not only statistically significant
(p-value = 0.023) but also almost as large in magnitude as the effect of own treatment (with a

corresponding coefficient of 0.800, reported in column (4) too).

4.5 Demand for Information

If individuals cared about their relative income, they should be willing to pay to receive this in-
formation. To test this hypothesis, we exploit the information-acquisition experiment included
in the follow-up survey. We start by looking at whether the responses people gave are consis-
tent across scenarios: i.e., whether their demand curves are downward-sloping. Around five
percent of respondents provided inconsistent responses in at least one of the two WTP ques-
tions.?? This level of consistency is at the lower end of the range of other studies using similar
methods to elicit the WTP for information.?

The distribution of WTP is shown in Figure 8.a. This figure uses data from respondents in
the control group only: since they did not receive information in the baseline survey, the inter-

pretation of the findings is more straightforward for this group.3! We find significant demand

2The 90%-CI for information on national relative income provided to another household member is [-0.100,
0.012] and for global relative income [-0.043, 0.079].

2For example, they chose €5 instead of information, but then chose information instead of €10. Those who
reported inconsistent responses to one piece of information, e.g., national rank, were almost always inconsistent
in the other piece of information, i.e., about global rank. This suggests these individuals were not paying attention
or they had trouble understanding the instructions.

30For instance, the share of inconsistent respondents was about 2 percent in Allcott and Kessler (2019), 5 percent
in Fuster et al. (2019), and 15 percent in Cullen and Perez-Truglia (2018).

3INote that individuals may still be willing to acquire information even if they received feedback in the baseline
survey. Even if the income distribution is stable over time, a household’s per capita income can change from year
to year. As a result, whatever information on relative income a household received a year before may no longer
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for information on relative income: we estimate the mean WTP in the control group using an
interval regression model and find that this is €5.75 (SE 0.33) for national rank and €5.76 (SE
0.34) for global rank.3? Figure 8.b shows the relationship between the WTP for national vs.
global rank. The two are highly correlated, but not perfectly so: some respondents are more
interested in acquiring information about their national than their global rank, and vice versa.

Given that the maximum WTP is €10, the average WTP seems fairly high, also taking into
account that the information provided is in principle something respondents could find out
online by themselves. In that sense, this WIP is giving a lower bound on how much respon-
dents care about the information, as many who are interested in acquiring the information are
probably deciding whether to pay for it in the survey, or to search for it on their own later. We
can also compare the median WTP in our study with the results from other papers that elicit
WTP for information using similar methods. We find that individuals value information on
their national and global income rank more than they value, for example travel information
($0.40, Khattak et al., 2003), food certification information ($0.80, Angulo et al., 2005), home en-
ergy reports ($3, Allcott and Kessler, 2019) and future national home prices ($4.16, Fuster et al.,
2019).33

5 The Effects of Perceived Relative Income on Policy Prefer-

ences

We now turn to the question of how perceived relative income affects policy preferences. Pre-
vious work has shown a significant polarization along political orientation with respect to in-
formation on relative income, income inequality, and social mobility (e.g., Karadja et al., 2017;
Kuziemko et al., 2015; Fenton, 2020; Alesina et al., 2018b). Karadja et al. (2017), for instance,
document that individuals to the left and to the right of center on the political spectrum react
differently to information about relative income. To account for this heterogeneity in political
orientation, we split the sample into left-of-center respondents and center/right-of-center re-

spondents.3* To ease the comparison of results across outcomes, we standardize the dependent

be relevant if the household has a different income. Likewise, even if the household’s income was the same as in
the previous year, households may have forgotten the information given to them a year prior, in which case they
would be willing to pay to see it again. Indeed, the evidence on the persistence of learning presented in Section 4.3
suggests that, one year later, most households in the treatment group may have forgotten a lot of the information
given to them.

32This model assumes that the latent WTP is normally distributed. The constant in this model can be interpreted
as the mean WTP under the implicit assumption that WTP can take negative values; if instead we were to assume
that the WTP must be non-negative, then the mean would be even higher.

33In contrast, the information about income rank is not as valuable as the information about peer salaries, re-
ported in Cullen and Perez-Truglia (2018). That information, however, is not available online and is also potentially
profitable from the perspective of career choice and salary negotiations.

34The results are similar if we analyze center (5 in the 0-10 scale) separately from right-of-center (6-10). Results
reported in Appendix A.8.

22



variables throughout this section by subtracting the control group mean from each observation
and then dividing by the control group standard deviation.

Before presenting the experimental results, we explore the raw correlations between respon-
dents’ relative income perceptions on the one hand, and their policy preferences on the other
hand. The results are presented in Table 5, and are based only on individuals in the baseline
survey control group. Table 5.a displays the results for all control group respondents. It is
apparent that perceived global rank is not related to demand for redistribution, neither at the
national nor at the global level, nor to giving and to the support for more globalization and
generous immigration policies. Perceived national rank is, however, related to demand for na-
tional, but not global redistribution. Similarly, behavior in the two giving tasks is significantly
associated with perceived relative income in the German income distribution, with those who
perceive themselves to be higher up in the income distribution giving more to the national and
global poor. Support for globalization and for generous immigration policies are also positively
related to relative income perceptions at the national level, although the relationship is weaker
and only marginally significant for the support for globalization.

In Table 5.b and 5.c we look at heterogeneous effects of political orientation. In line with
the previous literature, we find significant heterogeneity. While demand for both national and
global redistribution are significantly correlated with a respondents’ perceived national (but
not global) income rank for those with political opinions to the left-of-center, neither correlation
is significant for center/right-of-center respondents. Left-of-center respondents also display a
positive association between perceived relative global income and support for a redistributive
global institution (also with national relative income) , and they are more willing to give to the
poorest 10 percent both nationally and globally, if they are higher up in the global income dis-
tribution. For center/right-of-center respondents correlation coefficients are generally smaller
in magnitude, except that higher perceived national relative income is significantly related to
national and global giving, and support for globalization and immigration.

Next, we use our information experiment to investigate the causal relation between relative
income and policy preferences. We use the following specification, which is based on the same

intuition from equation (1):

onal . onal .
Y = it - (rszgna B rprlor) T, + &giob <rszgna rprlor) T

inat inat iglob ~ "iglob
signal __ prior signal __ prior ) ‘
+ ﬁl ) <ri,nat ri,nat) + 152 ’ (ri,glob ri,glob) + XI.B3 + &, (3)
signal prior . . . . .
where r; -~ —r; . is the misperception about the national rank as before and T; is the

treatment indicator variable, indicating whether the individual was treated with information
about her actual relative income, or not. The two key parameters are a,o+ and a0, where %
shows the causal effect of a respondent receiving information implying that her national rank
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is 1 percentage point higher than she previously thought.*® Correspondingly, D;géah shows the

causal effect of a respondent being told that her global rank is 1 percentage point higher than

signal __prior signal __prior
inat inat and ri,glob ri,glob

variation in prior misperceptions: i.e., they guarantee that a,, and ag,p are identified by ran-

she believed it to be. The variables r control for the non-random
dom variation in information provision.*® X; is a set of demographic controls, as indicated
in the table notes. Note that the experimental estimates from this regression correspond to
intention-to-treat effects, because of potential non-compliance: when individuals are provided
with information, they may not incorporate that information fully into their beliefs, for example
because they do not trust it or because they are not paying attention to the survey. Even when
beliefs are re-elicited immediately after the information provision, which is not the case here
but has been done in other work, the pass-through from information to posterior beliefs tends

5.37 If this is the case here, then the treatment-on-the-treated effects could be

to be closer to 0.
twice as large as the intention-to-treat estimates that we report below.

The experimental results are presented in Table 6. The results roughly line up with the raw
correlations for left-of-center and center/right-of-center respondents shown in Table 5.3 Table
6.a presents the average treatment effects and indicate that preferences for redistribution (na-
tional and global), and support for a global redistributive organization, decrease with perceived
national relative income, but the magnitude is small and statistically insignificant. The effects
of perceived global relative income are even smaller. The relation between national relative
income and behavior in the respective giving tasks are positive, but statistically insignificant.
The effect of global relative income in both giving tasks is close to zero. Similarly, the signs of
the estimates for support for globalization and immigration are generally the same as for the
raw correlations, but again the estimates are statistically insignificant.

Table 6.b shows that the effects on demand for redistribution are large and significant for the

%This baseline specification assumes that there is a linear relationship between policy preferences and the
income ranks. In Appendix A.9 we use binned scatterplots to show that this linear approximation is reasonable,
and also that the results are not driven by outliers. Moreover, we use histograms to provide an even less parametric
look at the data.

%In the baseline specification, the perceptions of national and global ranks are included simultaneously in the
regression. In Appendix A.9 we show that the results are robust under an alternative specification that includes of
national or global ranks separately.

3For instance, Bottan and Perez-Truglia (2020) estimates that the average subject forms home price expectations
by assigning a weight of 0.445 to the signal and the remaining weight of 0.555 to their prior beliefs (the difference
in slopes from Figure A.5). Cavallo et al. (2017) shows that, when forming inflation expectations, the average
Argentine respondent assigns a weight of 0.432 to the signal provided to them (coefficient a-statistics reported in
Panel B, column (1) of Table 1). And Nathan et al. (2020) shows that, when forming beliefs about the average tax
rate, the average subject a weight of 0.459 to the signal (the difference in slopes from Figure A.5).

38In Appendix A.9 we provide a falsification test of the information intervention, by showing that there are no
“effects” on the two survey outcomes measured pre-treatment (the belief in the importance of effort versus luck
for individual economic success both at the national the global level). In Appendix A.10, we present results for
the average effects of receiving information (i.e., regardless of whether the feedback was above or below the prior
belief), and in Appendix A.11, we present the effects on the redistributive preferences and support for globalization
and immigration elicited in the follow-up survey.
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left-leaning respondents: teaching left-of-center respondents that their national income rank
is 10 percentage points higher than they previously believed decreases their support for na-
tional redistribution by around 0.079 standard deviations, while the effects of national rank
on global redistribution are slightly higher in magnitude (0.092 standard deviations). Simi-
larly, receiving information that one has a higher relative income in Germany than previously
believed, causally decreases support for a redistributive global institution among the left-of-
center. The coefficient for this outcome (-1.041, p-value = 0.025) is similar in magnitude and
statistical significance as the coefficient on the main outcome on global redistribution (-0.921,
p-value = 0.020). The point estimates for the support for globalization and immigration out-
comes (-0.509 and -0.471) are also negative although somewhat smaller in magnitude than the
other coefficients and statistically insignificant. In contrast, we find no evidence that informa-
tion about global rank has an effect on any of the outcomes for people to the left on the political
spectrum.

For the center/right-of-center sample (Table 6.c), we find that most effects are close to zero
and statistically insignificant: this is true for the demand for national redistribution (90%-CI:
-0.394, 0.577) and global redistribution (90%-CI: -0.379, 0.612), and for the support for a global,
redistributive organization (90%-CI: -0.376, 0.575). The confidence intervals suggest that we can
rule out effects that are less than half of the effect sizes for left-of-center respondents. There are
larger effect sizes for national giving (0.498) and global giving (0.454) however: when we only
look at right-of-center respondents, we see that those who learned that they are 10 percentage
points higher in the national income distribution than they previously thought increase their
giving to a poor household in Germany by 0.081 standard deviations (p-value = 0.063) and to a
poor household in Kenya by 0.105 standard deviations (p.value = 0.028).3° The effect on support
for generous immigration policies is close to zero and statistically insignificant (90%-CI: -0.484,
0.474), whereas the point estimate of the effect on support for globalization is positive, but
not statistically significant (90%-CI: -0.243, 0.793). Again, we see no evidence that information
about global rank has an effect on any of the outcomes: the point estimates and standard errors
are smaller than the corresponding values for information on national rank.

It could be tempting to ascribe the negative relation between national relative income and
demand for global redistribution to a Stolper-Samuelson effect, as this framework would pre-
dict that national, rather than global, relative income is what matters for opinions on global
policies, such as trade, globalization and immigration. However, as we see no evidence of
an effect of information on relative national income on support for globalization (or for more
generous immigration policies) in the hypothesized positive direction, it seems unlikely that a
Stolper-Samuelson inspired framework holds much explanatory power.*® We thus rather see

%IResults reported in Appendix A.8.
OWhile the Stolper-Samuelson framework does not seem to explain the effects of relative income, we find that
it can explain other features of policy preferences. Appendix A.12 present results from four questions included
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the negative link between national relative income and the demand for global redistribution as
suggestive of a reference group effect. When thinking about policies to reduce global inequality,
it seems to matter more where one stands in the national income distribution than in the global
income distribution.

The observation of a Meltzer-Richard style effect for demand for redistribution that is driven
by the left-of-center respondents may be explained by the fact that demand for redistribution
captures both selfish and altruistic preferences, and the different role these play across the polit-
ical spectrum. For right-of-center respondents there are indications that higher national relative
income is related both correlational and causally to more giving to poor Germans and Kenyans,
which could counter-act the effect of relative income on the part of redistributive preferences
which reflects selfish rather than altruistic concerns. For respondents to the left there is scant
evidence of such an altruism component, and instead we see them reducing their demand for
redistribution, both at the national and the global level, in reaction to learning that they are
richer than they thought at the national level. Therefore, we not only document significant het-
erogeneity (based on political leanings) of an information treatment effect on policy preferences,
but are also able to partly explain why this heterogeneity arises.

6 Conclusions

Economic inequality is extremely prevalent in the world, on both national and global scales.
National inequality has received abundant attention from researchers. As a result, significant
knowledge has accumulated on patterns of national inequality and on individual preferences
for national redistribution. However, this is not the case for global inequality. In this paper, we
take first steps toward filling this gap in the literature. Using a two-year survey in a representa-
tive sample of German households, we begin by investigating the correlates of: (i) preferences
for global (in addition to national) redistribution; (ii) attitudes toward globalization and immi-
gration (that can arguably contribute to decreases in global inequality); and (iii) willingness to
give to the global poor.

While the aforementioned preferences conceivably depend on many factors, we investigate
the importance of perceived relative income. We document substantial misperceptions about
national and global relative income, which are similar in absolute magnitude. However, while
the share of people over- and underestimating national relative income averages out in the pop-
ulation, a vast majority of Germans underestimate their global relative income. Thanks to some
methodological innovations, we provide unique evidence that these misperceptions are mean-

ingful and robust and do not reflect mere disinterest on the part of respondents. For example,

in the follow-up survey on how globalization and immigration affect the poor and the rich. Consistent with the
Stolper-Samuelson framework, most people believe that the poor are typically worse off as a result of globalization
and immigration while the rich are better off.
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we show that providing information to individuals affects the perceptions of those same indi-
viduals a year later, and affects the perceptions of other members of the individuals” household.
We further show that individuals are willing to pay non-trivial amounts for information about
their global and national income ranks.

Our survey incorporated an incentivized experiment in which treated respondents received
information about their true income ranks, both nationally and globally. This enabled us to
study the causal effect of perceived national and global relative income on policy preferences.
Consistent with previous work, we find that perceived rank in the national income distribu-
tion is a significant negative determinant of demand for national redistribution, at least among
left-wing respondents. On the contrary, we find no evidence that perceived rank in the global
income distribution affects support for global redistribution, donations to the global poor, glob-
alization or immigration. If anything, when thinking about these policy preferences, it matters
more how one compares to other people nationally than to others around the globe.

We studied preferences for policies addressing global inequality among people in one of
the richest countries in the world. The vast majority of citizens would thus be net contribu-
tors to global redistribution. Our results indicate that poorer Germans may fail to realize that
more extensive global redistribution would redistribute their income to other parts of the world
where people are even poorer. Similarly, if migration from poor to rich countries continues to
increase and issues about globalization and disintegration of markets (e.g., Brexit) intensify,
we will likely see more economic pressure on the lower part of the income distribution in rich
countries. Indeed, evidence suggests that globalization and immigration has contributed to the
income growth of a “global middle class” (e.g., Milanovic, 2016; Weyl, 2018), but this has pos-
sibly come at the expense of the lower middle class in rich countries (Autor et al., 2013; Dauth
et al.,, 2014; Autor et al., 2016; Lakner and Milanovic, 2016). While some commentators have
suggested to compensate the losers of globalization and immigration at the national level, our
results indicate that this is not a sustainable solution, as demand for national redistribution is
decreasing in perceived relative income. The findings of our study also highlight the complex-
ity of the question of how to best address issues of global inequality as none of the frameworks
that guided our analysis covers the whole picture. Clearly, the present study is an early step in
the process of better understanding the drivers of demand for global redistribution and further
research is therefore needed in both developed and developing countries to fully understand
how individuals form opinions on policies that address global inequality.

References

ACEMOGLU, D., S. NAIDU, P. RESTREPO, AND J. A. ROBINSON (2015): “Democracy, Redistribution, and
Inequality,” in Handbook of Income Distribution, Elsevier, vol. 2, 1885-1966.

27



ALESINA, A. AND G. M. ANGELETOS (2005): “Fairness and redistribution: US vs Europe,” American
Economic Review, 95, 913-935.

ALESINA, A. AND D. DOLLAR (2000): “Who gives foreign aid to whom and why?” Journal of Economic
Growth, 5, 33-63.

ALESINA, A. AND P. GIULIANO (2011): “Preferences for redistribution,” in Handbook of Social Economics,
Elsevier, vol. 1, 93-131.

ALESINA, A. AND E. LA FERRARA (2005): “Preferences for redistribution in the land of opportunities,”
Journal of Public Economics, 89, 897-931.

ALESINA, A., A. MIANO, AND S. STANTCHEVA (2018a): “Immigration and Redistribution,” NBER Work-
ing Paper No. 24733.

ALESINA, A., S. STANTCHEVA, AND E. TESO (2018b): “Intergenerational mobility and preferences for
redistribution,” American Economic Review, 108, 521-54.

ALLCOTT, H. AND J. B. KESSLER (2019): “The welfare effects of nudges: A case study of energy use

social comparisons,” American Economic Journal: Applied Economics, 11, 236-76.

ALVAREDO, F., L. CHANCEL, T. PIKETTY, E. SAEZ, AND G. ZUCMAN (2018a): “The elephant curve of
global inequality and growth,” in AEA Papers and Proceedings, vol. 108, 103-08.

(2018b): World inequality report 2018, Belknap Press.

ANDERSEN, S., G. W. HARRISON, M. I. LAU, AND E. E. RUTSTROM (2006): “Elicitation using multiple
price list formats,” Experimental Economics, 9, 383—405.

ANGULO, A. M., ]J. M. GIL, AND L. TAMBURO (2005): “Food safety and consumers” willingness to pay
for labelled beef in Spain,” Journal of Food Products Marketing, 11, 89-105.

AUTOR, D. H., D. DORN, AND G. H. HANSON (2013): “The China Syndrome: Local Labor Market
Effects of Import Competition in the United States,” American Economic Review, 103, 2121-68.

(2016): “The China shock: Learning from labor-market adjustment to large changes in trade,”
Annual Review of Economics, 8, 205-240.

BADER, F. AND M. KEUSCHNIGG (2020): “Bounded Solidarity in Cross-National Encounters: Individuals
Share More with Others from Poor Countries but Trust Them Less,” Sociological Science, 7, 415-432.

BAUHR, M., N. CHARRON, AND N. NASIRITOUSI (2013): “Does corruption cause aid fatigue? Public

opinion and the aid-corruption paradox,” International Studies Quarterly, 57, 568-579.

BECHTEL, M. M., J. HAINMUELLER, AND Y. MARGALIT (2014): “Preferences for International Redistri-

bution: The Divide over the Eurozone Bailouts,” American Journal of Political Science, 58, 835-856.

28



BECKER, G. M., M. H. DEGROOT, AND J. MARSCHAK (1964): “Measuring utility by a single-response
sequential method,” Behavioral science, 9, 226-232.

BECKER, S. O., P. H. EGGER, AND M. VON EHRLICH (2013): “Absorptive Capacity and the Growth and
Investment Effects of Regional Transfers: A Regression Discontinuity Design with Heterogeneous

Treatment Effects,” American Economic Journal: Economic Policy, 5, 29-77.

BENABOU, R. AND J. TIROLE (2006): “Belief in a just world and redistributive politics,” Quarterly Journal
of Economics, 121, 699-746.

BOLTON, G. E. AND A. OCKENFELS (2000): “ERC: A theory of equity, reciprocity, and competition,”
American Economic Review, 90, 166-193.

BOTTAN, N. AND R. PEREZ-TRUGLIA (2017): “Choosing Your Pond: Location Choices and Relative
Income,” NBER Working Paper No. 23615.

(2020): “Betting on the House: Subjective Expectations and Market Choices,” NBER Working
Paper No. 27412.

CAPPELEN, A. W., K. O. MOENE, E. . SAZRENSEN, AND B. TUNGODDEN (2013): “Needs Versus En-
titlements: An International Fairness Experiment,” Journal of the European Economic Association, 11,
574-598.

CAVALLO, A., G. CRUCES, AND R. PEREZ-TRUGLIA (2017): “Inflation expectations, learning, and su-
permarket prices: Evidence from survey experiments,” American Economic Journal: Macroeconomics, 9,
1-35.

CHARNESS, G. AND M. RABIN (2002): “Understanding social preferences with simple tests,” The Quar-
terly Journal of Economics, 117, 817-869.

CHETTY, R., J. N. FRIEDMAN, N. HILGER, E. SAEZ, D. W. SCHANZENBACH, AND D. YAGAN (2011):
“How Does Your Kindergarten Classroom Affect Your Earnings? Evidence from Project Star,” The
Quarterly Journal of Economics, 126, 1593-1660.

CRUCES, G., R. PEREZ-TRUGLIA, AND M. TETAZ (2013): “Biased perceptions of income distribution
and preferences for redistribution: Evidence from a survey experiment,” Journal of Public Economics,
98, 100-112.

CULLEN, Z. AND R. PEREZ-TRUGLIA (2018): “How Huch Does your Boss Make? The Effects of Salary
Comparisons,” NBER Working Paper No. 24841.

DAUTH, W., S. FINDEISEN, AND J. SUEDEKUM (2014): “The Rise of the East and the Far East: German
Labor Markets and Trade Integration,” Journal of the European Economic Association, 12, 1643-1675.

DE QUIDT, J., J. HAUSHOFER, AND C. ROTH (2018): “Measuring and Bounding Experimenter Demand,”
American Economic Review, 108, 3266-3302.

29



DREHER, A., ]J.-E. STURM, AND ]. R. VREELAND (2009): “Development aid and international politics:
Does membership on the UN Security Council influence World Bank decisions?” Journal of Develop-
ment Economics, 88, 1-18.

EICHENAUER, V. Z., A. FUCHS, AND L. BRUCKNER (2018): “The effects of trade, aid, and investment
on China’s image in developing countries,” University of Heidelberg Department of Economics Discussion

Paper Series.

ENGELHARDT, C. AND A. WAGENER (2017): “What do Germans think and know about income inequal-
ity? A survey experiment,” Socio-Economic Review, 16, 743-767.

ENKE, B. AND T. GRAEBER (2020): “Cognitive Uncertainty,” Working Paper.

ENKE, B., R. RODRIGUEZ-PADILLA, AND F. ZIMMERMANN (2019): “Moral Universalism and the Struc-
ture of Ideology,” mimeo.

FEHR, D., D. MULLER, AND M. PREUSS (2019): “Social Mobility Perceptions and Inequality Accep-

tance,” mimeo.
FEHR, D. AND Y. REICHLIN (2020): “Wealth Inequality, Personality and Risk Taking,” mimeo.

FEHR, E. AND K. M. SCHMIDT (1999): “A theory of fairness, competition, and cooperation,” Quarterly
Journal of Economics, 114, 817-868.

FENTON, G. (2020): “How Elastic are Preferences for Redistribution? New Results on Partisan Polariza-
tion,” Working Paper.

FERNANDEZ-ALBERTOS, J. AND A. KUO (2018): “Income Perception, Information, and Progressive Tax-
ation: Evidence from a Survey Experiment,” Political Science Research and Methods, 6, 83-110.

FONG, C. (2001): “Social preferences, self interest and the demand for redistribution,” Journal of Public
Economics, 82, 225-246.

FRrRICK, M., R. IIJIMA, AND I. YUHTA (2019): “Dispersed Behavior and Perceptions in Assortative Soci-

eties,” Cowles Foundation Discussion Paper.

FUSTER, A., R. PEREZ-TRUGLIA, M. WIEDERHOLT, AND B. ZAFAR (2019): “Expectations with Endoge-
nous Information Acquisition: An Experimental Investigation,” NBER Working Paper No. 24767 .

GARTNER, M., J. MOLLERSTROM, AND D. SEIM (2017): “Individual risk preferences and the demand for
redistribution,” Journal of Public Economics, 153, 49-55.

(2019): “Income Mobility, Luck/Effort Beliefs, and the Demand for Redistribution: Perceptions
and Reality,” mimeo.

GOEBEL, J., M. M. GRABKA, S. LIEBIG, M. KROH, D. RICHTER, C. SCHRODER, AND J. SCHUPP (2018):
“The German Socio-Economic Panel (SOEP),” Jahrbiicher fiir Nationalokonomie und Statistik.

30



GOLDBERG, P. K. AND N. PAVCNIK (2007): “Distributional effects of globalization in developing coun-
tries,” Journal of Economic Literature, 45, 39-82.

GREWENIG, E., P. LERGETPORER, K. WERNER, AND L. WOESSMANN (2020): “Incentives, search engines,
and the elicitation of subjective beliefs: Evidence from representative online survey experiments,”

Journal of Econometrics.
HAALAND, I. AND C. ROTH (2019): “Labor Market Concerns and Support for Immigration,” mimeo.
HAALAND, I., C. ROTH, AND J. WOHLFART (2020): “Designing information provision experiments,” .

HAUSHOFER, J. AND J. SHAPIRO (2016): “The short-term impact of unconditional cash transfers to the
poor: experimental evidence from Kenya,” The Quarterly Journal of Economics, 131, 1973-2042.

KARADJA, M., J. MOLLERSTROM, AND D. SEIM (2017): “Richer (and holier) than thou? The effect of
relative income improvements on demand for redistribution,” Review of Economics and Statistics, 99,
201-212.

KHATTAK, A.]., Y. YIM, AND L. S. PROKOPY (2003): “Willingness to pay for travel information,” Trans-
portation Research Part C: Emerging Technologies, 11, 137-159.

KINDER, D. R. AND C. D. KAM (2010): Us against them: Ethnocentric foundations of American opinion,
University of Chicago Press.

KUZIEMKO, I., M. I. NORTON, E. SAEZ, AND S. STANTCHEVA (2015): “How elastic are preferences
for redistribution? Evidence from randomized survey experiments,” American Economic Review, 105,
1478-1508.

KUZIEMKO, I. AND E. WERKER (2006): “How much is a seat on the Security Council worth? Foreign aid
and bribery at the United Nations,” Journal of Political Economy, 114, 905-930.

LAKNER, C. AND B. MILANOVIC (2016): “Global income distribution: from the fall of the Berlin Wall to
the Great Recession,” The World Bank Economic Review, 30, 203-232.

MELTZER, A. AND S. RICHARD (1981): “A rational theory of the size of government,” Journal of Political
Economy, 89, 914-927.

MILANOVIC, B. (2015): “Global inequality of opportunity: How much of our income is determined by
where we live?” Review of Economics and Statistics, 97, 452-460.

(2016): Global inequality: A new approach for the age of globalization, Harvard University Press.

MILNER, H. V. AND D. TINGLEY (2013): “Public opinion and foreign aid: A review essay,” International
Interactions, 39, 389-401.

MOLLERSTROM, J. AND D. SEIM (2014): “Cognitive ability and the demand for redistribution,” PloS one,
9, €109955.

31



MUMMOLO, J. AND E. PETERSON (2019): “Demand Effects in Survey Experiments: An Empirical As-
sessment,” American Political Science Review, 113, 517-529.

NAIR, G. (2018): “Misperceptions of relative affluence and support for international redistribution,” The
Journal of Politics, 80, 815-830.

NATHAN, B., R. PEREZ-TRUGLIA, AND A. ZENTNER (2020): “My Taxes are Too Darn High: Tax Protests
as Revealed Preferences for Taxation,” NBER Working Paper No. 27816.

NORTON, M. AND D. ARIELY (2011): “Building a better America—one wealth quintile at a time,” Per-
spectives on Psychological Science, 6, 9-12.

OECD (2015): In it together: Why less inequality benefits all, Paris: OECD Publishing.

PIKETTY, T. (1995): “Social mobility and redistributive politics,” Quarterly Journal of Economics, 110, 551—
584.

(2014): Capital in the twenty-first century, Belknapp Press.

RICHTER, D. AND J. SCHUPP (2015): “The SOEP Innovation Sample (SOEP IS),” Schmollers Jahrbuch, 135,
389-399.

ROMER, T. (1975): “Individual welfare, majority voting, and the properties of a linear income tax,”
Journal of Public Economics, 4, 163-185.

STOLPER, W. F. AND P. A. SAMUELSON (1941): “Protection and real wages,” The Review of Economic
Studies, 9, 58-73.

WEYL, G. (2018): “The Openness-equality Trade-off in Global Redistribution,” The Economic Journal, 128,
F1-F36.

71270, D. J. (2010): “Experimenter demand effects in economic experiments,” Experimental Economics,
13, 75-98.

32



Figure 1: Screenshot of a Sample of the Information Treatment

We would now like to give you information about the
distribution of per-capita gross household income in Germany
and worldwide. This information is based on representative
and independently collected data from scientifically well-
recognized institutions, such as the Panel Study “Living in
Germany", the World Bank, and the Luxembourg Income Study
Center.

In Germany, 50% of people are poorer than you, which means

they have a lower per capita gross household income than you.

& Richer than you

ARRRRRRS - RRRRRRREE:
ARRRRRRR. aRRRRRREE:
peeeeeeee

Notes: Visualization of the information treatment providing information about actual relative income at the
national level (information about actual global relative income was presented analogously). Respondents
received first some general information on the data sources and then learned the share of people in Germany
with less per-capita gross household income. The information was illustrated using customized graphs that
indicated the relative position to make it easier to understand and digest.
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Figure 2: Distribution of Outcomes

a. Redistribution b. Correlation National vs. Global
el B vational 10 (Full) -
Oy L | Global 9
8
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Preferences for Redistribution Global Redistribution
c. Support International Organ. d. Support Globalization e. Support Immigration
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=
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Giving Global

4 b
Share of Giving

Notes: Distribution of preferences for national redistribution (gray) and global redistribution (red) in (a.)
and their correlation in (b.) with darker areas indicating more responses in this area. Distribution of support
for an international organization with a mandate to redistribute in (c.), support for globalization in (d.), and
support for immigration in (e.), respectively. Distribution of the share of national giving (gray) and global
giving (red) in (f.) and their correlation in (g.) with darker areas indicating more responses in this area. All
panels use data from baseline survey control group.
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Figure 3: Prior Beliefs about Income Rank vs. True Income Rank

a. National Income Rank

[ Frior Belief
[ | Truth
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Income Rank

Percent

b. Global Income Rank
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[ Frior Belief
[ | Truth
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4 J
Income Rank

Notes: Distribution of prior beliefs about own income rank (gray) and the true income rank (red) at the

national level (a.) and global level (b.). Data from baseline survey.

Percent

Figure 4: Misperceptions

a. Distribution of Misperceptions

[ National Rank
| Global Rank
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b. Correlation of Misperceptions
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Notes: Distribution of misperceptions about income rank at the national level (gray) and global level (red) in

(a.) and their correlation in (b.) with darker areas indicating more responses in this area. Misperceptions are

calculated as difference between prior beliefs about income rank and true income rank. Positive (negative)

differences correspond to overestimation (underestimation) of own income rank. Data from baseline survey.
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Figure 5: Middle-Class Bias

a. National Income Rank

2
L

National Rank: Prior - Truth
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True National Rank

from the baseline survey.

Global Rank: Prior - Truth

b. Global Income Rank

T T T T
a 1 2 | 4 5 il
True Global Rank

Notes: Binned scatterplots with 20 equally-sized bins showing the relationship between true income rank
(x-axis) and misperceptions at the national level (y-axis) in (a.) and at the global level (y-axis) in (b.). Data

Figure 6: Year-over-year Persistence of Misperceptions

a. Prior Belief National Income Rank

Slope=0.40 (0.041)

0 1
L

Follow-Up Survey
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L]
Baseline Survey

36
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o
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b. Prior Belief Global Income Rank

{Slope=0.28 (0.040)

-2 1]
Baseline Survey

Notes: Binned scatterplots with 20 equally-sized bins showing the persistence of misperceptions between
the baseline and the follow-up survey (one year later) for prior belief national income rank in (a.) and prior
belief global income rank in (b.). Misperceptions are calculated as difference between prior beliefs about
income rank and true income rank. Data from baseline and follow-up survey (control group only).



Figure 7: Confidence in Beliefs about Income Rank

a. Distribution of Confidence

30

[ National Rank

| Global Rank
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Certainty in Belief

b. Confidence vs. Misperceptions
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Notes: Distribution of reported confidence in beliefs about national income rank (gray) and global income
rank (red) in follow-up survey in (a.) and coefficient plots of relationship between confidence and mispercep-
tions for both national and global income rank in (b.). Misperceptions are calculated as difference between
prior beliefs about income rank and true income rank. Data from follow-up survey (control group only).

Figure 8: WTP for Information on True Income Rank

a. Distribution
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Notes: Distribution of willingness to pay (WTP) for information on true national income rank (gray) and
global income rank (red) in (a.) and their correlation in (b.) with darker areas indicating more responses in
this area. Data from follow-up survey (control group only), excluding the 5 percent of the respondents who

provided inconsistent answers.
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