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Abstract

When do people want more redistributive taxes? Although several countries in Europe have experienced
rising levels of inequality in the last couple of decades, public demands for redistributive taxes have
remained on similar levels or even decreased. In this dissertation, I argue that we can understand this
phenomenon by acknowledging the role of limited public information about inequality and tax rates and
the importance of fairness heuristics in hindering or enabling individuals to demand redistribution by
taxes. Utilizing data from the European Social Survey and experimental web surveys conducted in
Austria, this dissertation tests these theoretical arguments empirically.

First, following established arguments in social justice research, I argue that people tend to use the status
quo as a baseline for fairness judgements and suggest that preferred tax rates and tax distributions
strongly depend on people’s perceptions about the status quo taxation. This could explain why fairness
beliefs remain quite stable despite substantial changes in inequality and why people sometimes refrain
from supporting redistribution although they express concerns about the size of inequality in their
country. Testing the link between objective macro conditions and individual fairness beliefs, I show that
people perceive higher average tax rates to be fair if they live in a country with high average tax rates
and accept larger tax progressivity if taxation in their country is already strongly stratified by income,
providing initial evidence that people “learn to like” the tax system they live in.

Second, the dissertation tests the explanatory power of the adjustment argument that status quo’s
legitimizing power can reduce individual preferences for redistribution against the material self-interest
argument that advocates that people will choose the net-income maximizing option if they receive
information about inequality and the shape of redistribution. Experimental results indicate no evidence
that one’s relative income position affects fair taxes as self-interest arguments would predict but instead
indicate that information of the present structure of tax rates lead people to adapt their fairness
assessments of the tax progressivity to the status quo.

Third, I suggest that to understand the perceptions-preferences link, researchers have to acknowledge
that inequality perceptions are the product of social comparisons and reflect not only how they see the
world but also how they want to see the world. Focusing on the direction of comparison, I theoretically
argue and empirically show that the choice of upward- or downward-oriented comparisons—although
irrelevant from a pure information perspective—systematically biases respondents’ perceived relative
income positions and their fairness attitudes because people use the way inequality is described as a clue
to what individuals should have. Following up on this result, I show that this effect on individuals’
relative income perceptions is produced by a cognitive anchoring bias and provide a new method for
how researchers can avoid such biases in the future.

Fourth, the dissertation argues that not only are income perceptions relational but so are tax perceptions,
and it suggests that people will tend to overestimate their tax contribution relative to others. This should
lead the rich to perceive higher levels of tax progressivity than the poor, and vice versa. Following a
three-step approach, the dissertation shows that individuals’ income position is connected to their tax
preferences as a self-interest rationale would predict. However, decomposing tax preferences into their
perception and preference component indicates that income-stratified preferences are driven by
differences in what people think they are taxed and not how they think they should be taxed. Informing
a subset of respondents about actual tax rates shows that changing these tax perceptions causally affects
support for redistributive taxation and can increase tax solidarity among the rich.
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Zusammenfassung

Wann wollen Personen progressivere Steuersysteme? Obwohl in mehreren europdischen Léndern die
Ungleichheit in den letzten Jahrzehnten zugenommen hat, stagniert die 6ffentliche Nachfrage nach
progressiven Steuern. In dieser Dissertation argumentiere ich, dass Steuerpriferenzen meist keine auf
breiter Informationsbasis beruhenden kognitiven Kosten-Nutzen Erwidgungen darstellen, sondern
Menschen dazu neigen, auf Gerechtigkeitsheuristiken zuriickzugreifen, die stark von individuellen
Wahrnehmungen des eigenen institutionellen -und sozialen Umfelds beeinflusst sind. Die Dissertation
leitet aus von dieser theoretischen Uberlegung konkrete Hypothesen ab und testet diese mit Daten aus
dem European Social Survey und experimentellen Web-Umfragen in Osterreich.

Forschungen zur sozialen Gerechtigkeit konnten zeigen, dass Menschen oft dazu neigen, den Status quo
als Grundlage fiir eigene Gerechtigkeitsurteile zu verwenden. Dies fiihrt dazu, dass Menschen
bestehende Verteilungen und institutionelle Arrangements meist fiir gerechter befinden, als sie das tun
wiirden, wenn sie keine klare Ausgangsposition kennen. Diesem Argument folgend erwarte ich, dass
praferierte Steuersidtze und Steuerverteilungen stark von den subjektiven Wahrnehmungen der
Menschen iiber den Steuer-Status quo abhéngen. Meine Analysen zeigen, dass dieser Zusammenhang
sowohl korrelational zwischen objektiven makrodkonomischen Steuersystemen und individuellen
Gerechtigkeitsiiberzeugungen besteht, als auch in einem Umfrageexperiment gezeigt werden kann, wo
Steuerwahrnehmungen gezielt durch Informationstreatments verdandert werden. Dies konnte erklaren,
warum die Gerechtigkeitsvorstellungen trotz erheblicher Verdnderungen bei der Ungleichheit recht
stabil bleiben und warum die Menschen mitunter auch Umverteilung ablehnen, obwohl sie Bedenken
iiber das Ausmal} der Ungleichheit in ihrem Land fiir ungerecht befinden.

Gerechtigkeitsheuristiken beeinflussen individuelle Steuereinstellungen aber nicht nur iiber Status quo
Wahrnehmungen, sondern auch iiber Vergleiche der eigenen Situation mit derer von anderen.
Informationen beziehungsweise Wahrnehmungen iiber Ungleichheit oder Umverteilung lassen fiir
Individuen nicht nur Riickschliisse zu, wo sie selbst stehen, sondern auch, wie viel sie relativ zu anderen
verdienen, Steuern zahlen oder Leistungen beziehen. Personen nutzen diese Indikatoren und neigen
dazu, unterschiedlich Schlussfolgerungen zu ziehen, je nachdem mit wem sie sich vergleichen. Diesem
Argument folgend zeigt die Dissertation anhand von Umfrageexperimenten, dass die Wahl zwischen
aufwirts- oder abwirtsgerichteten Vergleichen die wahrgenommenen relativen Einkommenspositionen
der Befragten und ihre anschlieenden Gerechtigkeitseinstellungen systematisch verzerrt. Menschen
neigen also dazu, die Art und Weise, wie Ungleichheit beschrieben wird, als Anhaltspunkt dafiir nutzen,
was der Einzelne haben sollte. Demnach sind Ungleichheits- und Umverteilungswahrnehmungen keine
einfachen Indikatoren des individuellen Informationsstands, sondern Produkte unterschiedlicher
sozialer Mechanismen und kdnnen stark davon abhéngen, wie sich Menschen im Vergleich zu anderen
einschitzen wollen und in welcher Vergleichssituation sie sich befinden.

Nicht nur die Einkommenswahrnehmungen, sondern auch Steuerwahrnehmungen sind relational. Da
Menschen dazu neigen, ihre Beitrdge zu kollektiven Giitern zu iiberschétzen, erwarte ich, dass Personen
ihren Steuerbeitrag im Vergleich zu anderen iiberschitzen. Dies sollte dazu fiithren, dass
einkommenshdhere Personen ein  hoheres MaBl an  Steuerprogressivitit wahrnehmen als
einkommensschwichere Personen. Empirische Analysen zeigen, dass dies der Fall ist und
einkommensabhéngigen Steuerpriferenzen zum Teil nicht durch unterschiedliche Vorstellungen iiber
gerechte Steuerhohen erklirt werden konnen, sondern durch unterschiedliche Wahrmehmungen iiber die
Hohe der Steuern anderer Einkommensgruppen. Die Information einer Teilgruppe der Befragten {iber
die tatsiichlichen Steuersiitze zeigt, dass eine Anderung dieser Steuerwahrnehmung die Unterstiitzung
fiir eine umverteilende Besteuerung kausal beeinflussen kann und zu mehr Steuersolidaritit von
Personen mit héheren Einkommen fiihren kann.



1) Introduction

| am tempted to believe that what we call necessary institutions are often no more
than institutions to which we have grown accustomed, and that in matters of

social constitution the field of possibilities is much more extensive than men living
in their various societies are ready to imagine (Alexis de Tocqueville 1896:101).

The 2007-2008 financial crisis and the following years of economic downturn were one of the biggest
economic challenges for the stability of the European welfare states. While standard economic models
focusing on a revenue-maximizing voter predict that increased inequality due to the crisis would be met
by increasing demands for redistribution (Meltzer and Richard 1981; Roberts 1977; Romer 1975), this
has not been the case. Despite rising levels of income inequality within countries (Chancel et al. 2021),
this trend has been accompanied neither by growing popular concern about inequality nor by increasing
demands for redistribution (Alesina, Glaeser, and Sacerdote 2005; Breznau and Hommerich 2019;
Janmaat 2013; Kenworthy and McCall 2008; McCall 2013; Mijs 2021; Trump 2023). This raises the
following question: when and why do individuals demand more redistribution by the welfare state?

The literature suggests two main approaches for fixing this gap. The first sticks with the basic idea of
standard economic models and assumes that maximizing net income is the only desire motivating
individuals’ actions but emphasizes that individuals lack information about relevant macro conditions
that would allow them to act in line with their material interests (Cruces, Perez-Truglia, and Tetaz 2013;
Fernandez-Albertos and Kuo 2018).! The second approach shifts away from the importance of material
self-interest and argues that people not only want to maximize their net-income but also desire to create
income distribution and redistributive institutions that they consider just (Ahrens 2022b; Alesina and
Angeletos 2005). While both branches in the literature have produced important insights for
understanding the factors influencing individuals’ preferences for redistribution, the literature to date
faces major difficulties in linking the empirical results of these “material” and “cultural” approaches and
understanding and communicating their respective limitations (Clark and D’ Ambrosio 2015; for a
literature summary, see also Hing et al. 2019). To overcome this issue, this dissertation proposes and
empirically tests a theoretical framework that argues that these approaches differ not only in their
assumptions about the origin of human motivation but also in their understanding of the social
mechanisms linking macro level conditions to micro level preference formation.

Both theoretical branches suggest that one main reason for the limited empirical value of the Meltzer-
Richard idea of a connection between inequality and preferences for redistribution is its
oversimplification of the complex situational mechanism that explains how structural conditions
constrain or enable individual perceptions, beliefs, and preference formation. This insight highlights the
importance of perceptions as the main link in the process of belief formation that ultimately should affect
how people select preferences based on their desires. Hence, to understand preference stability over the
years despite changes in inequality, researchers have proposed that studies have to answer either one of
two essential questions: when and why an individual believes that a certain form of redistribution
maximizes their income, and when and why individuals perceive inequality to be fair.

However, to answer these questions, I argue that these two branches in the literature focus on two
different functions of perceptions: (i) perceptions’ role in providing individuals with a sense of what is

!'In addition, parts of this literature also expand the myopic perspective and essentially suggest that people consider
more macro level conditions and future risks and opportunities when forming redistributive preferences (Bénabou
and Ok 2001; Moene and Wallerstein 2001). However, newer accounts of these theoretical approaches again
emphasize that individual perceptions of these macro-conditions are again highly biased (see, e.g., Alesina,
Stantcheva, and Teso 2018; Rehm 2016).



the case and (ii) perceptions’ role in suggesting available action alternatives (Wikstrom 2006). The first
function highlights that individuals need a basic understanding of macro level conditions on which to
base their preferences. This idea has been emphasized in many empirical studies in the last couple of
years that argue that “misperceptions” and “biased beliefs” or “misinformation” about relevant
macroconditions may hinder individuals from acting in their material self-interest (see, e.g., Cruces et
al. 2013). The second function emphasizes that perceptions not only provide individuals with a sense of
what is but also what is possible and thus present action alternatives by providing them with a range of
“natural” options. This normative power of perceptions has been emphasized quite recently in the
literature that argues that the legitimizing power of the status quo might be crucial to understanding
when and why individuals act upon or do not act upon changes in inequality (see, e.g., Trump 2018).

Hence, while the literature focusing on material self-interest mainly understands perceptions as
indicators of people’s (mis)information, fairness arguments highlight the normative role of perceptions
that influences preferences but may also reflect how individuals want to see the world. To explain how
these different understandings of perceptions influence when and why we should expect that individuals
react to changes in macro level conditions or changing perceptions (e.g., by information), I briefly
explain these two approaches and highlight their limitations. Afterward, I derive the main goals of this
dissertation and describe the content of the subsequent chapters.

As mentioned, the limited/biased information approach argues that the ability to act in one’s material
self-interest crucially depends on information about difficult-to-understand macro conditions. From a
simple revenue-maximizing perspective, voters have little interest in gathering information on taxes and
inequality because the expected utility of their single vote is low and the heuristics people use may bias
their perceptions (Cruces et al. 2013). In line with this expectation, many empirical studies have shown
that the general population knows little about relevant macro conditions, such as the size of inequality ,
their relative income position (Bublitz 2022), the structure of redistribution and taxes (Slemrod 2006),
and the size of intergenerational income mobility (Alesina, Stantcheva, and Teso 2018; Corak 2013).
Thus, it is unlikely that people will rely on accurate information when forming redistributive
preferences.? Preferences motivated by fast-paced considerations of one’s material self-interest are thus
special cases only to be expected when the topic is quite salient and information is plentiful or when
one’s income-maximizing option is obvious. More commonly, people will use heuristics to form
perceptions about inequality and to judge the tax and redistribution system in place.

Following this approach, empirical studies have found that individuals tend to underestimate the amount
of inequality and often overestimate (predominantly the poor) or underestimate (predominantly the rich)
their relative income positions (Cruces et al. 2013; Hauser and Norton 2017). However, updating this
information produces only mixed evidence of the self-interest maximization that this line of literature
normally predicts. Instead, numerous empirical studies have suggested that providing information and
correcting biases have rather small effects, and studies often only find statistically significant effects for
certain subgroups or for certain types of misperceptions (Engelhardt and Wagener 2018; Fernandez-
Albertos and Kuo 2018; Karadja, Mollerstrom, and Seim 2016) (for a recent meta-study see Ciani et al.,
2021). Thus, while the limited information argument seems relevant, in the sense that studies find that
individuals have biased perceptions about relevant macro conditions, it is essentially unable to explain
why preferences for redistribution do not change as studies have found that individuals often do not
(rationally) adapt their preferences when being informed about actual levels of inequality.

One potential explanation of these inconsistent results could be that individuals not only care about their
material self-interest but also about the fairness of inequality and redistribution. As Trump (2018) has

2 Similar information issues have been debated in sociology regarding the issue of class consciousness (Bourdieu
1985; Dodson 2017; Edlund 2000; Fernandez and Jaime-Castillo 2018; Marx 1847; Svallfors 2013).



noted, the focus on the factors hindering the development of preferences for redistribution might be too
narrow. From a broader understanding of rationality, individuals are expected to act not only because
they benefit from it but also because they believe that it is a good/fair thing to do and they have reasons
to believe so (Boudon 2003; Opp 2013). Hence, individuals might deviate from the income maximizing
option not because they are misinformed but because they think an alternative option is more legitimate
or fair. This highlights the role of legitimacy and justice beliefs as important preconditions for
demanding redistribution (Harth, Kessler, and Leach 2008; Reese, Proch, and Cohrs 2014).

In line with this idea, previous research has found that individuals accept inequality if they think it can
be justified (Haack and Sieweke 2018; Starmans, Sheskin, and Bloom 2017). Moreover, the importance
of fairness considerations in allocation decisions has been pointed out recently by several experimental
studies as well (Balafoutas et al. 2013; Durante, Putterman, and van der Weele 2014; Esarey, Salmon,
and Barrilleaux 2012; Kittel, Kanitsar, and Traub 2017; Kittel, Paetzel, and Traub 2015; Stantcheva
2021). Thus, individuals’ preferences and actions should be affected by the subjectively perceived
amount of unfair inequality rather than by the actual amount of inequality in society (Ahrens 2022b).
Therefore, to understand people’s reactions or lack thereof, researchers should examine the processes
behind the legitimization and illegitimation of inequalities rather than inequality changes themselves. In
line with this argument, several studies have emphasized the importance of individuals’ beliefs about
procedural and distributive justice (often connected to meritocracy beliefs) to understand why
individuals justify inequality and oppose redistribution (Alesina et al. 2005; Almés, Cappelen, and
Tungodden 2019; Carbone and Mijs 2022; Frank 2016; Liebig and Sauer 2016; Mijs 2021). However,
while these factors are important, I argue that the normative power of perceptions might highlight an
even simpler mechanism through which structural conditions affect individual inequality acceptance
and preferences for redistribution.

Following empirical justice research (Jasso 1980; Jasso and Wegener 1997a), macro conditions like
inequality and the state of redistributive taxation are not only important characteristics for individuals
to maximize their interests but also constitute the baseline for their justice evaluation. Rational choice
theories predominantly presume that social action is preceded by a cognitive deliberation process in
which individuals choose the best options to maximize their interests (irrespective of whether this choice
represents the optimal material or normative option). However, this assumption overestimates the role
of conscious decisions as individuals will often skip the cognitively demanding process of evaluating
available action alternatives and use perceptions directly as indicators of what is possible and adequate
in a particular situation (Kahneman 2003; Payne, Bettman, and Johnson 1993; Searle 2001; Wikstrom
2006). Hence, 1 expect that individuals are directly influenced by the “moral economy” of the
redistributive tax system they live in as these institutions are normatively and institutionally embedded,
which promotes adaption to the status quo (Koos and Sachweh 2019; Sachweh 2012; Sayer 2007). As
such, individuals use perceptions as habitualized shortcuts to infer not only what is possible but also
what ought to be (Homans 1973).

In line with this argument, Trump (2018) has shown that receiving information about unequal incomes
in the US and Sweden causes individuals to adapt their beliefs to the status quo and increase the amount
of inequality they perceive to be legitimate. Furthermore, Haack and Sieweke (2018) have shown that
adaption is a subtle but powerful mechanism that links the collective legitimacy of inequality to
individuals’ acceptance of inequality. Thus, information about the status quo might moderate one’s
assessments about one’s own fair share of the benefits and burdens in society as heightened perceived
inequalities might be justified and rationalized due to processes of legitimization.

While this aspect has received considerable attention in inequality research, I argue that this process
should affect individuals’ beliefs not only about the legitimacy of inequality but also about the
redistributive institutions in place. Research has shown that illegitimate inequality or concerns about

3



inequality do not automatically legitimize governmental interventions or increase individuals’
preferences for redistribution (Scheve and Stasavage 2022). As such, perceiving unfair inequality might
be a necessary but insufficient condition in motivating individuals’ support for redistribution. Hence,
the pressing question is why individuals often do not favor increases in redistribution despite expressing
concerns with the size of inequality in their country (Osberg and Smeeding 2006). Thus, this dissertation
focuses on the question of when and why redistribution is considered fair.

However, contrary to expectations of traditional econometric models (e.g., Meltzer and Richard 1981),
research has shown that redistribution from and redistribution to are inherently different and may
depend on different explanatory factors. This difference relates to studies emphasizing the role of
material interest and the moderating factors of tax and benefit targeting (Berens and Gelepithis 2019;
Moene and Wallerstein 2001) but especially also the social mechanisms related to individuals’ fairness
considerations. While welfare benefits emphasize the aspect of redistribution to and, thus, make benefit
receivers’ (predominantly the poor) characteristics salient, taxation highlights the aspect of
redistribution from and, thus, makes taxpayers’ (predominantly the rich) characteristics salient (Cavaillé
and Trump 2015). Hence, following the prominent theoretical concept of welfare deservingness (van
Oorschot 2000), the question of when people think that the poor deserve to receive benefits might be
essentially different from the question of when people think that the rich deserve to be taxed. However,
while attitudes towards social spending, such as for unemployment benefits or pensions, have seen many
major contributions in sociology (Burgoon et al. 2022; Fernandez and Jaime-Castillo 2013; Naumann,
Buss, and Bahr 2016; van Oorschot 2000; Reeskens and van Oorschot 2013; Taylor-Gooby et al. 2020),
public attitudes on different forms of taxes of the welfare state have featured less prominently (see
Martin and Prasad 2014, for a similar argument).’ Despite the crucial role of taxation in stratifying a
country’s society and its importance in decreasing social and economic inequality (Atkinson, Piketty,
and Saez 2011; Esping-Andersen 1990; Korpi and Palme 1998; Saez and Zucman 2019), we know
comparatively little about what explains variation in tax demands and tax fairness beliefs of different
individuals. To fill this gap, I focus on the arguably less prominent revenue side of the welfare state and
study the question of what explains individuals’ demands for redistributive taxation.

However, the directionality of redistribution not only suggests that redistribution comes in two different
variants but also highlights the fact that redistribution (and inequality) is essentially relational (Cansunar
2021; Condon and Wichowsky 2020). This means that people make sense of inequality and
redistribution by comparing their outcomes, benefits, and burdens with others, and perceptions of macro
level conditions signal not only individuals’ views about their own situation but also how they relate
their own situation to those of others (Hansen 2022; Horwitz and Dovidio 2017; Starmans et al. 2017;
Sznycer et al. 2017).

Acknowledging this characteristic, I suggest that the empirical findings of a missing link between
relative income perceptions and preferences for redistribution might not only be explained by other
mechanisms like individuals’ fairness concerns but also by these studies underestimating the relational
component of these kinds of perceptions and information. Focusing on the directionality of comparisons,
empirical results have demonstrated that individuals perceive differences between the poor and rich as
less legitimate when these differences are framed as the disadvantaged group having less, react
differently to advantageous inequality (downwards directed) compared to disadvantageous inequality
(upwards directed), and emphasize different fairness dimensions when thinking about the rich or the
poor. Thus, despite its uninformative character, the anchor (the poor vs. the rich) of comparison likely

3 However, the literature has seen several important contributions focusing on the macro level and studying
questions related to globalization, international tax competition, the role of institutions, and the interrelationship
between size of the welfare state and tax mixes (Ganghof 2009; Ganghof and Genschel 2008; Genschel and
Schwarz 2011; Obinger 2021).



affects individuals’ perceptions of where they stand in society, how fair they think this inequality is, and
whether they support changes in the redistributive power of the welfare state. Thus, I argue that previous
literature has not only misconceptualized perceptions as simple indicators of people’s (mis)information
but might have also produced misperceptions themselves as common research designs focus often on
either upwards-related relative income or downwards-related relative income only.

This relational characteristic may not only affect how we interpret individuals’ income perceptions but
also individuals’ perceptions about the structure of redistribution. Instead of simple indicators of the
degree of tax progressivity, individuals’ tax perceptions also indicate how individuals view and want to
view their tax contributions relative to others. Although seldomly acknowledged in the preference
literature, studies in tax compliance have for a long time emphasized that individuals’ willingness to
contribute to tax revenue depends on their feelings of injustice, which are informed by perceptions about
who pays for the welfare state (Andreoni, Erard, and Feinstein 1998; Kirchler, Hoelzl, and Wahl 2008).
Therefore, the degree of individual tax solidarity likely depends on what they think others are
contributing relative to themselves (Liebig and Mau 2005; Rothstein 2001), but these are likely biased
as people tend to overestimate their own contribution relative to others (Ross and Sicoly 1979). Thus, I
expect that individuals’ tax preferences should be a function not only of their preferences or fairness
beliefs but also of their biased perceptions about what others contribute to the public good relative to
themselves.

In summary, I argue that economic inequality might not be met by rising demands for redistribution
given that increases in redistribution are not perceived to be just because fairness judgments are
anchored in perceptions about the present redistributive structure and because inequality and
redistribution are essentially relational and perceptional biases that lead individuals to underestimate
others’ tax contribution relative to their own, which decreases tax solidarity. Focusing on conflicts about
“who gives to” (taxation) rather than “who gains from” (benefits) the welfare state (Beramendi and
Rehm 2016), the following chapters of the dissertation provide a new theoretical framework to
understand preferences for redistribution and tests these arguments empirically.

The next chapters are structured as follows. Chapter 2 provides a middle-range theory of preferences for
redistributive taxation that suggests that the theoretical arguments and empirical evidence of the
redistribution literature can be subsumed by a theoretical framework that assumes that individuals are
motivated by two desires: income maximization and the desire to live in a just world. These desires are
moderated by individuals’ beliefs and perceptions that affect the logic of action and link individuals’
decision-making with the macro level context. I argue that these perceptions serve two important
functions: providing individuals with a sense of what is the case, on which they can base their
preferences; and defining action alternatives by providing individuals with a range of “natural” options.
Linking these two processes, | suggest that perceiving inequality and redistribution always involves a
process of social comparison that highlights the role of cognitive biases, motivated beliefs, and
individually perceived tax solidarity.

Chapter 3 deals with the connection between objective circumstances and individual beliefs, studying
whether individuals “learn to like” the tax system they live in. Following the arguments developed in
Chapter 2, I suggest that preferred tax rates and tax distributions are strongly dependent on people’s
perceptions about the status quo taxation because people tend to use the status quo as a baseline for
fairness judgements. To test this argument, I use cross-country data from the European Social Survey
and analyze whether people will (i) consider larger sizes of the welfare state fair if they live in a country
with high average tax rates and (ii) accept larger tax progressivity if taxation in their country is already
strongly stratified by income. This test provides initial evidence for the existence and substantial
relevance of the relationship between institutional arrangements of taxation on the macro level and
individuals’ perceptions of what constitutes fair taxes for themselves at the micro level.



Chapter 4 follows up on the results of Chapter 3 and tests the explanatory power of the two main
perceptual explanations for individuals’ redistributive tax preferences related to information. While
advocates of a utility perspective state that informing individuals about increasing inequality will lead
to more demand for redistribution, others argue that legitimization mechanisms hinder this process and
might lead to more acceptance of inequality. Using data from a representative experimental survey
conducted in Austria in 2018, this chapter examines the causal impact of information about (i) one’s
relative income position and about (ii) the present structure of tax rates on the tax progressivity
respondents consider to be fair.

Chapter 5 highlights that past literature has understood perceptions as simple indicators of
misinformation but has, so far, failed to find consistent evidence that shows that correcting these
misperceptions leads to the expected updates in preferences. I suggest that understanding inequality
perceptions as the product of social comparisons might help to explain these findings. Focusing on the
direction of comparison, I predict that the choice of upward- or downward-oriented comparisons
systematically biases respondents’ perceived relative income positions and their fairness attitudes
because people (i) tend to anchor estimates at their endpoints and (ii) use the way inequality is described
as a clue of what individuals should have. Using data from two experimental surveys conducted in
Austria, I test these hypotheses empirically, provide evidence as to whether these effects are created by
motivational or cognitive social mechanisms, and use this evidence to propose and test a method for
how researchers interested in relative income effects can avoid such biases in the future.

Chapter 6 starts from the cross-sectional finding that, empirically, the poor are more likely to support
increases in the level of tax progressivity than the rich. Such income-stratified tax preferences can result
from differences in preferences of what should be taxed as argued by previous literature. However, it
may also result from income-stratified perceptions of what is taxed. Following established theoretical
arguments on how individuals form perceptions about their relative contributions to public goods, this
chapter argues that the rich perceive higher levels of tax progressivity than the poor and that these biased
tax perceptions affect individuals’ support for progressive taxation. Using data from an Austrian survey
experiment, this study tests this argument in three steps. First, it tests whether individuals’ income
position is connected to their tax preferences as a self-interest rationale would predict. Second, it
decomposes tax preferences into perception and preference components and tests whether income-
stratified preferences are driven by differences in what people think is taxed or should be taxed. Third,
it randomly informs a subset of the sample about actual tax rates and studies whether changing these tax
perceptions causally affects support for redistributive taxation.



2) A Middle-Range Theory of Redistributive Preference Formation

Between a condition of objective inequality and the response of a disadvantaged
person lie the perceptions, evaluations, expectations, in short, the psyche of the
individual (Robert A. Dahl 1971:95).

In this chapter, I explain the rationale for using relative income perceptions, tax perceptions, and fairness
attitudes to explain redistributive taxation preferences. To do this, I embed the formation of
redistributive taxation preferences in a general theory of social action that assumes that individuals’
actions are driven by a desire for income maximization and to live in a just world. Afterward, I highlight
the partly endogenous nature of perceptions and fairness attitudes, and explain how they relate to macro-
level inequality and individuals’ income positions. This will explain why I expect accounting for
perceptions and fairness attitudes to change our interpretation of individual rationality and demonstrate
how structurally biased beliefs can perpetuate inequalities. Finally, I derive the general theoretical
arguments tested in this dissertation connected to (1) status-quo bias of fairness perceptions, (2)
endpoint-anchoring of relative income perceptions, and (3) overestimation of in-group contributions to
public goods, e.g., paying taxes, and explain their respective roles in shaping individuals’ redistributive
taxation preferences.

The central challenge within all theoretical explanations of people’s redistributive preferences is that
their central explanatory factor - the level of inequality — is a macro-level condition that should influence
individuals’ (micro-level) behavior. As the Dahl quote above emphasized, before objective macro
conditions can affect social actions, they must be i) adequately transmitted (directly or indirectly
affecting individual perceptions and beliefs) and ii) cognitively processed by individuals (i.e., the setting
must allow individuals to take these beliefs into account when deciding redistributive preferences and
actions). While seminal economic models “solved” these issues using simplifying assumptions, later
theories actively acknowledged these challenges and expanded the initially rather parsimonious models.
This created an increasing number of what could be called “small range theories” * that often have
focused on one specific social mechanism or sub-relationship in the inequality-redistribution link. Due
to this approach, the current literature lacks a theoretical framework on how these various theoretical
advancements and empirical results relate to each other (for similar accounts, see, also, Cavaille, 2023;
Hing et al., 2019). To overcome this issue, this chapter embeds the redistributive preference formation
process within a general theory of social action to establish a theoretical framework that enabled me to
combine different theoretical branches and empirical results.

Preference formation at the micro level

Emphasizing the importance of the structure of proposed relationships and the links between macro-
micro and micro-macro has a long tradition in analytical sociology (Hedstrom and Swedberg 1998;
Hedstrom and Ylikoski 2010; Serensen 1998) (for earlier variants, see, e.g., Boudon, 1979; Diekmann,
2020; Elster, 1989). Although a considerable amount of research in sociology focuses on the micro-
macro link (Alexander 1987), numerous theoretical works on frames and biases in analytical sociology
and social psychology have highlighted the macro-micro link’s social aspect as well (Ajzen, 1985;
Hedstrom, 2005, pp. 38-66).° These “bridge hypotheses™ link social structures to the actors’ subjective

4 Robert Merton called these “the minor working hypotheses evolved in abundance during the day-by-day routine
of research” (Merton 1968:39).

5 A famous early example of a “sociological” situational mechanism is related to the Thomas theorem, which
basically states that what people define as real is real in their consequences. Merton used this “definition of the
situation” to explain the phenomenon of a self-fulfilling prophecy and the Matthew effect in science (Merton 1968,
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views, essentially describing “the typical logic of the situation for the actors” (Esser 1998:94). By
following this tradition and using the so-called “mechanism approach” in social explanation, I focused
on the situational mechanisms that explain how structural conditions, e.g., economic inequality and the
institutional setting, constrain or enable individual perceptions and preference formation (Hedstrom
2005; Hedstrém and Ylikoski 2010).

To be able to describe the situational mechanisms affecting individuals’ preferences in the context of
redistributive taxation, a solid understanding of the action-formation process at the micro level is
essential. Following Hedstrom (2005), I relied on a basic theory of action that describes social action as
a consequence of individuals’ desires, beliefs, and opportunities (DBO theory). DBO theory states that
the combination of individuals’ desires (what people wish or want to happen or not to happen), beliefs
(what people think to be true — or most likely), and opportunities (action alternatives available to an
individual in a given situation) can create a compelling reason for individual action (Hedstrom 2005)
and explain meaningful intention of an actor.

The outcomes that this dissertation explains are redistributive taxation preferences that, following DBO
theory and other established theories in social psychology, are understood as intentions to act (see, also,
Fishbein & Ajzen, 2010), i.e., given proper opportunities, individuals are expected to do what they prefer
(e.g., vote for the taxes they prefer). This relates the formation of preferences to a general theory of
social action and embeds the dissertation in a greater research endeavor interested in explaining why
individuals adapt or do not adapt their preferences upon changes in structural conditions such as in the
level of inequality. This way, the dissertation limits itself to explaining preference formation and leaves
out the constraints (or opportunities) to political action that should affect when and why individuals act
or do not act based on their preferences (for a discussion of these issues, refer to Iversen & Goplerud,
2018). Assuming that preferences can be understood as intentions to act, the social action model
basically can be reduced to a combination of desires and beliefs explaining intentions, as presented in
Figure 2.1.

Following established models of rationality in sociology, I assumed that individuals act not only because
they benefit from certain actions, but also because they believe that they are good and/or fair actions,
and they have reasons to believe so (see, also, Boudon, 2003; Opp, 1983). Thus, I focused on two
essential individual desires that are highly relevant in the context of individual preferences for
redistribution in general and redistributive taxation preferences in particular: the desire to maximize
one’s income and the desire to live in a just world.”

1995). See, also, the German discussion on “explanatory sociology” [erkidrende Soziologie] (Esser, 1996;
Kroneberg, 2005).

% Note that the opportunities for preference expression can be understood as a problem of human judgment and
habits within the stage of belief formation (as will be demonstrated later).

71 refer to the social psychological term “living in a just world” here (instead of stating that individuals want to
maximize the fairness of outcomes and processes) to emphasize that these fairness ideals are socially constructed
(norm-related) and to highlight that motivational belief distortions (preference-related) are a distinct possibility
here (see, e.g., Lerner, 1980).
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Figure 2.1: The desires-beliefs-opportunities (DBO) model of the formation of preferences in the
context of redistributive taxation

This approach relates to the general distinction in the social sciences between two basic mechanisms of
human motivation: interests and values.® However, by understanding motivations as belief dependent
desires, I avoided the strict functionalist distinction between material circumstances and deep-rooted
ideological values. Thus, this view of social action and rationality raises the issue of “false
consciousness” without dropping a strong notion of rationality and individuality of action (Boudon
1998). This incorporates the critique within new economic sociology, highlighting that theoretical
accounts in the social sciences often split into “oversocialized” (norm emphasizing sociology) and
“undersocialized” (self-interest focused economics) views, which both rely on an atomistic
understanding of individual action (Granovetter 1985). Specifically, assuming that individual political
preferences are shaped by self-interest or a desire for income maximization is not equal to the
assumption that material circumstances are an independent explanatory factor for preferences.
Structurally dependent beliefs about the means to achieve one’s goals, or about the appropriate goals
given the specific situation, matter. While some of these beliefs are specific to one kind of desire, others
matter for both.

In the next section, I demonstrate that this two-desire approach is general enough to subsume large parts
of the theoretical arguments and empirical results, while remaining specific enough to suggest clear
explanatory mechanisms and point to testable empirical hypotheses. To do this, I briefly describe these
two desires in more detail and link them to the relevant literature in the field. Afterward, I connect these
desires to specific beliefs and explain how they affect individual preference formation in the context of
redistributive taxation.

Income maximization

The idea that individuals desire to maximize their incomes basically assumes that people strive to
maximize their utility (self-interest) and that people gain utility from increased consumption, which can
be achieved through higher income. The concept has a long tradition in the social sciences and often is
viewed as individuals’ main motivation to support or oppose welfare policies in the political economy
literature (Downs 1957; Iversen and Soskice 2001). Nearly every empirical study that analyzes
redistribution preferences or demands for progressive taxation considers material self-interest to be an
important explanatory mechanism (Hing et al. 2019; Stantcheva 2021).

8 Related to this, Max Weber (2002) distinguishes between instrumental (zweckrational) and value-rational
(wertrationales) action, Lindenberg (1990) homo oeconomicus and homo sociologicus, Elster (1989, 1998)
mentioned selfishness and altruism, Fehr et al. (2002) self-interest and strong reciprocity (social preferences), and
Hall and Taylor (1996) calculus and cultural explanation. Note that despite these approaches’ popularity, others
have argued in favor of a board rationality concept (Opp 2013) or that more fine-grained distinctions are needed
to explain human action (Esser and Kroneberg 2015; Lindenberg and Steg 2007).



In its simplest and strictly myopic variant, this approach expects that individuals will want to maximize
their net income (income after taxes and benefits) given their current gross income (income before taxes
and benefits) and the current size and shape of inequality. This expectation has been formalized in the
classic economic literature on redistribution preferences and the size of government (Meltzer and
Richard 1981; Romer 1975). The seminal Meltzer-Richard model’s basic argument is that individuals
want to maximize their net income while considering the level of inequality and accounting for potential
efficiency losses. To derive a unique solution for the relationship between macro-level inequality and
micro-level redistribution preferences, the model relies on four central assumptions. First, tax rates are
assumed to be flat; thus, as stated in the title of Meltzer and Richard’s (1981) original publication, the
model essentially explains “the size of government” (i.e., the size of the welfare state) and cannot
account for disproportionate tax rates (e.g., progressive income taxes) and preferences for these. Second,
redistribution happens in the form of lump-sum transfers, meaning that social transfers are split equally
among the population; thus, benefits also are not allowed to be targeted. Third, all standard and rational
choice assumptions hold. Thus, individuals should be fully informed about relevant macro-level
conditions and rationally select the income-maximizing option. Fourth, individuals strictly will act
myopically, with the intent to maximize their short-term material self-interest.’

With this approach, the theory avoids all potential non-linearities that can arise from target-specific
taxation or social spending, enabling the model to derive a unique solution to individuals’ redistribution
preferences that depends solely on the amount of inequality within a country (specified as the difference
between mean income and median income). Specifically, the model predicts that: cross-sectionally,
people with higher relative incomes should prefer less redistribution compared with those with lower
relative income positions and, longitudinally, rising levels of inequality should increase the average
level of preferences for redistribution within a country. Thus, the essential political question “Who gets
what, when, how” (Lasswell 1958) from the welfare state becomes a question of simple mathematics
related to the size and shape of inequality.

Despite its parsimonious setup, the Meltzer-Richard model received considerable empirical support
from laboratory research, indicating that people act in line with its expectations in anonymized full
information settings (Agranov and Palfrey 2015; Esarey et al. 2012). However, laboratory studies also
have demonstrated that the relationship between income and preferences can be affected by changes in
framing (e.g., calling redistribution a minimum income or a tax rate) (Lorenz, Paetzel, and Tepe 2017),
individuals’ social preferences and justice attitudes (Sauermann 2023; Tyran and Sausgruber 2006), and
the allocation mechanisms of outcomes to be redistributed (windfall or effort-based earnings)
(Balafoutas et al. 2013; Durante et al. 2014; Tepe, Vanhuysse, and Lutz 2021). Thus, while people seem
to act in line with the model in specific situations, these actions are highly context-dependent, and small
modifications can lead people to deviate from the income-maximizing option.

While most laboratory studies have found the expected, although sometimes unstable, negative
relationship between individuals’ relative income positions and revealed or stated preferences for
redistribution, the results in survey research are more mixed. Although most cross-sectional studies have
found correlational evidence of the expected negative relationship between preferences for redistribution
or higher tax progressivity and individual income, more sophisticated research designs that use variation
over time have found little evidence of the supposed link between income inequality and preferences
for redistribution (Breznau and Hommerich 2019; Brooks and Manza 2013; Kenworthy and McCall

9 A fifth assumption would be that the model assumes that the policy space is one-dimensional and that individual
preferences can be aggregated using the simple median voter theorem. As the transformation of preferences into
political actions (mainly vote choice) will not be part of this dissertation, I refer to the literature for further
discussions on this issue (Iversen and Goplerud 2018).
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2008; McCall 2013; Mijs 2021; Trump 2023).'° Thus, the rich being less in favor of progressive taxation
or redistribution than the poor does not seem to be a result of a process of fast-paced rational choice
updating of interests, as the standard econometric model would predict.

Taken together, we know that individuals sometimes act in a self-interested manner, but various factors
seem to lead individuals to deviate from simple income maximization, particularly outside the lab
context. To account for these inconsistencies, researchers have suggested several alternative theoretical
approaches to explain how individuals maximize their material self-interest when deciding their
redistributive preferences. This line of research basically preserves the idea that people solely care about
maximizing their net income, but drops the myopic perspective and allows for more strategic preference
formation of individuals to explain redistributive preferences’ long-term stability.

First, it has been suggested that people want to maximize lifelong income or mid-term income and
account for the potential stickiness of tax rates enacted in the present (Alesina and Giuliano 2011).
Therefore, people should take their expected social mobility into consideration when forming
preferences for redistribution, which might explain the low variance in redistributive preferences over
the life span (Bénabou and Ok 2001; Piketty 1995). Second, other theoretical accounts have argued that
people are affected not only by the direct consequences of redistribution and inequality, but also by
negative externalities that might arise because of growing levels of inequality such as reduced subjective
well-being (Ferrer-i-Carbonell 2005; Reyes-Garcia et al. 2019; Verme 2011), increased crime (Kelly
2000), and negative effects on physical and mental health (Pickett and Wilkinson 2015). To avoid these
negative externalities, high-income earners should prefer more redistribution than what would be
expected by standard econometric models that only consider the direct economic benefits of
redistribution (Rueda and Stegmueller 2016). Third, it has been emphasized that individuals are
permanently uncertain about whether they can maintain their current economic position and, thus,
should consider social and economic risks when forming their political preferences. Therefore,
individuals should account for potential income losses due to unemployment and other economic risks
and demand redistribution at present as insurance for potential misfortunes in the future (Moene and
Wallerstein 2001; Rehm 2009). This should hold not only for the benefit side, but also for the revenue
side, of the welfare state, as individuals should consider whether they are taxed disproportionally higher
than others when forming redistributive preferences (Beramendi and Rehm 2016; Korpi and Palme
1998). Thus, self-interest in the form of after-tax income maximization should be affected by the
institutional characteristics of (income) taxation in one’s country.

To sum up, these expansions of the rational choice idea suggest that to understand individual self-
interest, we need to consider more than inequality and individuals’ relative income position within the
income hierarchy, namely social mobility, the state’s ability to limit the consequences of negative
externalities from inequality, insurance targeting, labor market risks, and tax laws. All these factors
suggest further macro conditions that people should keep in mind when forming their preferences. These
expansions capture the complex nature of preference formation in the “real” world more accurately,
while they maintain that materialistic utility maximization is the sole (or at least primary) desire of

10 Explanations focusing on a material self-interest rationale have received more support in the context of welfare
preferences that study individual reactions to unemployment and income shocks, or changes in subjective or
objective unemployment risks (Ahrens 2022a; Marx 2014; Naumann, Buss, and Béhr 2016; Schwander and
Héusermann 2013). Generally, most of these empirical studies detect short-term adaptations in support of welfare
spending on welfare legitimacy after such events. This could hint that people have an easier time updating their
preferences if economic shocks are easily observable for the individual (such is the case when an individual
becomes unemployed), and benefits are more targeted to a specific social risk (e.g., unemployment benefits).
However, researchers also generally have found that individual preferences remain quite stable in the long term
despite substantial changes in material circumstances and interests (Ebbinghaus, Lehner, and Naumann 2022;
Margalit 2019; O’Grady 2019; van Oorschot 2000).
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individuals that one must consider to explain preferences for redistribution or redistributive taxation.
However, these considerations already point toward the importance of beliefs, as individuals now should
be accurately informed not only about their relative income position, but also about labor market risks,
mobility prospects, welfare state targeting, etc.!! Thus, by increasing the rational choice model’s
complexity, it becomes more and more difficult to assume that individuals are informed adequately and
are cognitively able to estimate the option that maximizes their post-redistribution-income.

However, empirical studies have demonstrated that even in full information settings with simple choice
decisions, people often do not act according to the expectations of theoretical accounts that focus on an
individual self-interest rationale (Engelhardt and Wagener 2018; OECD 2021). Thus, individuals’ desire
to maximize their income might be insufficient to explain their distributive decisions and preferences,
both in the lab and even more so in the field. To account for this issue, a rich literature expanded the list
of potential drivers of preferences for progressive taxation and redistribution, focusing primarily on
individuals’ desires for fair outcomes and allocation processes (Alesina & Angeletos, 2005; Heuer et
al., 2020; Hvidberg et al., 2023; Liebig & Mau, 2005; Osberg & Smeeding, 2006; for a summary, see
Hing et al., 2019).

Living in a just world

People desire to live in a just world and want to consider what they and others do is just (Jost, Kay, and
Thorisdottir 2009). People can feel better when giving something away (Andreoni 1990; Fehr and
Fischbacher 2003), particularly if this decreases unfair inequality (Bohmann and Kalleitner 2023; Fehr
and Schmidt 1999). While it still is being debated whether the reason for this desire is an affectual, i.e.,
emotional, reaction or that they want to avoid cognitive dissonance (Lerner 1980), increase their social
image (Andreoni 1990), heighten their self-identity, expect reciprocity (Rabin 1993), or because they
simply care about others’ well-being (Tricomi et al. 2010), the fact that individuals’ desire to live in a
world in which they think conditions and outcomes for themselves and others are fair is quite
established.

The idea that people care about the fairness of the (re)distribution system and the level of inequality has
a long tradition, particularly in the social justice literature (see, e.g., Elster, 1998; Homans, 1973; Jasso,
1980; Mau & Veghte, 2007; D. Miller, 1999), but it also has received considerable attention in
economics (see, e.g. Alesina and Angeletos 2005; Almas et al. 2010; Fong 2001; Hufe, Kanbur, and
Peichl 2022; Stantcheva 2021). In the context of inequality and redistribution, the main argument
basically states that people should not react to inequality, but rather to unfair inequality. Thus,
individuals’ preferences and actions should be affected by inequality as it is perceived and evaluated —
rather than by the actual amount of inequality in society (Bjernskov et al. 2013; Osberg and Smeeding
2006). Therefore, researchers should examine the processes behind legitimization and illegitimation of
inequalities, rather than inequality changes themselves, to understand people’s reactions or lack thereof.

! Also, note that the classic argument that information will be transmitted efficiently via prices should not apply
here (Hayek 1945). Opportunity costs should prevent individuals from acquiring lots of information, as the
expected impact of one’s single vote choice is quite low (see, also, Downs, 1957). Furthermore, it is quite unlikely
that individuals experience sufficient institutional change or political propositions so that they can acquire an
adequate overview of the political possibilities passively. Thus, similar to Coleman’s (1988) ideas about social
capital, it can be expected that individuals rationally will underinvest in knowledge of public economics and state
finances, and that the information gathered likely will be a byproduct of other activities (e.g., participating in the
labor market). Following these arguments, one also can expect that low-income earners in particular will have a
low information basis because their potential utility of tax knowledge is lower than high-income earners. This
could reproduce inequalities, as high-income earners might be better-equipped to vote in their rational interest than
low-income earners.
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Following this notion, empirical studies found that people often prefer inequality to equality, particularly
if they think that these outcomes result from fair allocation processes (Starmans et al. 2017; Trump
2020). A central factor legitimizing inequality in this process is individuals’ belief in meritocracy, i.e.,
the belief that current inequalities mostly reflect differences in individual effort (Frank 2016; Heuer et
al. 2020; Mijs and Savage 2020; Sandel 2020). Meritocracy can be understood as a popular combination
of a specific form of distributive justice (fairness of outcomes and their distributions) and procedural
justice (whether allocation mechanisms are viewed as fair) in market settings (Liebig and Sauer 2016).
On the one hand, meritocracy highlights the importance of “equality of opportunity,” emphasizing that
inequalities should be the product of differences in “merit,” not based on differences at birth. On the
other hand, meritocracy emphasizes equity’s dominant role in deciding distributions’ fairness, i.e., all
in all, rewards should reflect differences in individuals’ efforts. Thus, redistributive preferences should
decrease under meritocracy beliefs because more and more people would argue that these inequalities
are just.

In analyzing the explanatory power of fairness beliefs, extant studies could demonstrate that unfair
inequality is a better predictor of preferences for redistribution than objective inequality (Ahrens 2022b;
Almas et al. 2010; Stantcheva 2021). Furthermore, the empirical literature has indicated that the gap
between inequality perceptions and fairness ideals is a strong predictor of inequality concerns and
preferences for redistribution (Bohmann and Kalleitner 2023; Garcia-Sanchez et al. 2020; Giger and
Lascombes 2019; Kuhn 2019; Schneider and Castillo 2015), as expected by social justice theories (Jasso
and Wegener 1997b). Moreover, fairness concerns in the form of stronger average beliefs in meritocracy
in the US have been put forth as one explanation for the welfare state’s lower redistributive power in
the US compared with many European countries (Alesina and Angeletos 2005; Alesina, Di Tella, and
MacCulloch 2004; Alesina et al. 2005; Alesina and Ferrara 2005; Almas et al. 2019; Bénabou and Tirole
2006). However, recent studies that have suggested that Europe’s lower rates of inequality increases in
the last couple of decades compared with the US cannot be explained by more equalizing tax and transfer
systems, but rather by different trajectories in the development of pre-redistribution wages (Blanchet,
Chancel, and Gethin 2022). Thus, while different, the redistributive tax regimes of both the US and
European countries seem to react little to increases in pre-redistribution inequality. Considering that
large shares of the population in nearly all Western countries have expressed concerns over the amount
of inequality within their nations (see, e.g., Mijs, 2021; Osberg & Smeeding, 2006), beliefs in the
fairness of inequality seem insufficient in explaining why the redistributive power of the tax systems is
not increasing (Scheve and Stasavage 2016).

Considering the substantial amount of literature in the field, it is striking that extant studies have focused
mainly on individuals’ fairness attitudes on outcomes — e.g., inequality fairness, fairness of income
differentials, or concerns about income differences — while paying little attention to when and why
individuals think it is fair to redistribute (see, e.g., Alesina & Angeletos, 2005; Osberg & Smeeding,
2006). Thus, while we know a lot about “when and why economic inequality is seen as fair” (Trump
2020), literature has paid little attention to the mechanisms explaining individuals’ fairness perceptions
of redistribution itself. Following expectations that people want to live in a just system, I expect that
individuals will consider both fairness of the distribution of incomes and fairness of redistribution when
they decide to support or oppose increases in redistributive taxation.

Scheve and Statsavage (2016) recently emphasized this point, arguing that perceived (un)fairness in the
production of inequality is the deciding factor that enables or hinders governments from introducing
redistributive taxes. Specifically, they argued that taxing the rich becomes popular if the production of
inequality can be related to governmental interventions, as people otherwise fall back on the standard
norm that governments should treat all individuals equally (Scheve and Stasavage 2022). Following this
argument, they link the historical adaptation and expansion of progressive income taxation in Western
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countries to the unequal conscription rate of the poor and the rich in both world wars, suggesting that
this created feelings of injustice that could be related directly to governmental actions, which increased
support for taxes targeted at the rich (Scheve and Stasavage 2010). Similar arguments recently have
been brought forth to explain the growing popularity of redistributive income and wealth taxation after
the Great Recession (Limberg 2019, 2020). Because governments’ bank bailout programs primarily
benefit the rich, demand for redistribution should increase afterward (Limberg 2022). Thus, the
perceived level of legitimacy of redistribution might depend on strong signals against meritocratic
distribution of market outcomes that can be traced back to governmental interventions. Thus, unfair
inequality does not automatically correspond with fair redistribution.

This links the work on preferences for redistribution to established arguments in the tax compliance
literature. Contrary to most of the preference literature, these theories emphasize that people’s
willingness to contribute to the tax revenue depends on their feelings of justice and whether they think
others are contributing as well (Andreoni et al. 1998; Kirchler et al. 2008). In line with this idea, previous
empirical results have demonstrated that unjust distributions of burdens can hinder individuals'
willingness to redistribute, even if people perceive the inequality of outcomes to be unjust (Schwaninger
2022). Thus, rather than solely maximizing one’s own income, individuals also care about reducing
unfair inequality. However, the degree of this tax solidarity depends on individuals’ feelings of injustice,
which are informed by perceptions about who pays for the welfare state. Thus, individual support for
redistributive taxation relies on the belief in a just distribution of burdens, i.e., a basic form of tax-based
welfare in which everyone contributes their fair share (see, also, Cook & Levi, 2008; Liebig & Mau,
2005; Rothstein, 2001).

To sum up, the fairness literature emphasizes three central theoretical arguments relevant to explaining
preferences for redistributive taxation: i) individually perceived injustice might be more important than
the amount of inequality itself; ii) processes of inequality legitimization might be more important than
different variants of income maximization; and iii) researchers must consider individuals’ beliefs
regarding inequality fairness and redistribution fairness.

“Other” desires

One could argue that at least two other desires that are dealt with in the literature are crucial and have
not been mentioned yet: individuals’ desire to act in accordance with others’ expectations, which is
connected strongly to the term social norms, and individuals’ desire to favor one’s in-group over others,
which is also related to the phenomenon of welfare chauvinism. I argue that both can be understood as
moderators of the effect of desires to maximize income or to live in a just world on preferences for
redistribution.

Social norms affect what individuals think they can and should do (Cialdini and Trost 1998; Evans,
Kelley, and Peoples 2010; Fehr and Fischbacher 2004). Thus, social norms can be understood as
structurally dependent social beliefs that affect both self-interest (e.g., “Do I think others cooperate and
contribute to the public good?”) (Cullis, Jones, and Savoia 2012; Doerrenberg and Peichl 2017) and
fairness considerations (e.g., “What do I think is a socially accepted level of income inequality?”)
(Haack and Sieweke 2018; Hargreaves Heap, Matakos, and Weber 2020). Similarly, individuals’
tendency to favor one’s in-group can be understood as moderators of their desire to maximize their
income or to live in a just world. The income-maximizing perspective already is incorporated into
preference theories that emphasize the importance of benefit and tax targeting (see, e.g., Beramendi &
Rehm, 2016), suggesting that people prefer redistributive systems more if they discriminate in their
favor. From a justice perspective, in/out-group discrimination is related to the scope of justice and
individuals’ deservingness beliefs (van Oorschot 2000), and might explain why the poor oppose
redistribution in ethnically diverse countries (Alesina, Miano, and Stantcheva 2023; O’Brien 2017;
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Shayo 2009) (however see: Breznau et al. 2022). Thus, both aspects (social norms and in/out-group
discrimination) emphasize that individuals also care about others’ outcomes when forming their own
preferences, which will be discussed in detail when I explain the relational character of inequality and
redistribution.

To sum up, this discussion of individuals’ desires has demonstrated that a two-desire model remains
quite parsimonious while it manages to incorporate most of the theoretical arguments and empirical
results. However, debates on the appropriate modelling strategies of material self-interest and the origin
of justice perceptions make it clear that the effect of these desires on individuals’ preferences depends
on what sociologists often describe as “social context.” Thus, it is crucial to ask when an individual
believes that certain taxes maximize their income and/or create a just world for themselves and others.
This highlights the importance of individuals’ “definition of the situation” and the situational
mechanisms that explain individual belief formation in the context of redistributive taxation. Thus, in
the next section, I focus on the process of belief formation by linking structural conditions to micro-
level decision making.

Beliefs and perceptions

Following the arguments of DBO theory, social mechanisms can be understood as specific desire-belief
pairs that cause behavioral intentions (Wikstrom 2006). Beliefs can moderate how desires influence
actions and what rationalities (desires) people think are more appropriate, given a particular situation
(see, also, the discussion on "action frames" and "modes" by Kroneberg, 2011). Therefore, preference
formation should depend not only on individuals’ desires, but also on their beliefs, which can be
influenced heavily by structural conditions (Hedstrdm 2005). Below, I argue that most research on
preferences for redistribution that focuses on either of the two desires mentioned above can be
understood as focusing on different variations of combination of desires and beliefs. Hence, the approach
of context-dependent social action and belief dependent rationality should help bridge the current divide
between “material” (connected to net-income maximization) and “cultural” (connected to fairness
concerns) approaches in research on inequality and people’s preferences for redistribution (Cavaille
2023; Clark and D’ Ambrosio 2015). To do this, I specify the basic process of belief formation, explain
the two central approaches on the role of beliefs in the formation of redistributive preferences, and
explain how beliefs can link individuals’ desires for income and fairness.

Rational choice theories predominantly presume that social action is preceded by a cognitive
deliberation process in which individuals choose the best options to maximize their interests. However,
this simplified desire-belief model tends to overestimate the role of conscious decisions (Payne et al.
1993; Searle 2001; Wikstrom 2006). Extant studies’ empirical results have indicated that a considerable
amount of human behavior is quite automatic or relies on cues and heuristics, rather than consciously
considering all available options and choosing the best one (Kahneman 2003). Particularly stable
settings tend to favor habituation, in which individuals do not search for the optimal solution and instead
accept an adequate alternative (Wood and Neal 2007)."? To account for these incomplete rationalities,
suggest that individual belief formation can follow two different paths: one related to rational decision
making, in which individuals actively try to evaluate perceptions and form beliefs about best
alternatives, and one in which beliefs are influenced directly by perceptions through a habituation
process (see Figure 2.2). This way, I suggest that beliefs can perpetuate social conditions because 1)
perceptions are directly influenced by social conditions and individual capabilities, which can bias
beliefs (see, also, Iversen & Soskice, 2015), or ii) individuals skip the cognitively demanding process

12 This also holds for political preference formation, vote choice, and political participation (Aldrich, Montgomery,
and Wood 2011; Mullainathan and Washington 2009).
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of evaluating available action alternatives and use perceptions directly as indicators of what is possible
and adequate in a particular situation (see, also, B. Wegener, 1990).

Habit

Social
conditions ~, ‘
Judgment Beliefs
Individual
characteristics Create motivation Evaluating action Beliefs about
and define action alternatives action alternatives
alternatives

Figure 2.2: The basic steps in individual belief formation

Perceptions have two important functions for individual preference formation: i) They connect the
macro and the micro level by providing individuals with a sense of what is the case, and ii) they define
action alternatives by providing individuals with a range of available options (Wikstrom 2006). While
the former function is crucial in most studies that emphasize the role of perceptions in the context of
preferences for redistribution, the latter is hardly ever discussed.

First, perceptions provide individuals with a basic sense of the status quo, on which individuals base
their preferences. Consider an income-poor individual who is only interested in maximizing their after-
tax income. If this individual believes that their own net income will be higher after a certain tax reform,
they should vote in favor; however, if they think that their net income will be lower after the tax reform,
they should oppose the reform, i.e., depending on the individual’s beliefs about what is the case and
what the impact of the reform will be, the same desire (outcome preference) should lead to different
behaviors (intentions to act). While simplistic, Slemrod (2006) demonstrated that such types of belief
distortion (underestimating status quo taxation’s progressive power) can explain why many low-income
earners supported the Bush administration’s regressive US tax reforms in the early 2000s. Thus, only in
combination with the right set of beliefs should objective income maximization become a strong driver
of preferences for progressive taxation. Second, perceptions provide individuals with a basic sense of
“natural” options, i.e., other alternatives might not come to mind when thinking about tax preferences.'
For example, regressive income taxes might not be viewed as an option for individuals in Belgium (a
country with relatively high levels of tax progressivity) because they are not familiar with them, while
in Switzerland (a country with traditionally low levels of tax progressivity), regressive income taxes are
debated actively (Martinez 2022). Similarly, for most people, having no income taxes at all might not
seem possible, although the United Arab Emirates and the Bahamas, among other nations, do not levy
any individual income tax (World Bank 2020)."* However, marginal income tax rates above 60 or 70
percent might not be perceived as an option presently, although historically, the US and the UK had
rates even higher than that in the past (Scheve and Stasavage 2016). Thus, perceptions of the status quo

13 In his theory on deviant behavior, Wikstrom (2006) explained that for nonsmokers, rather than thinking about
and actively deciding not to smoke, “smoking is not an option” that comes to mind.

14 This is also true for Norway, which would have similar potential to utilize the petroleum industry’s revenue in
this way.
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do not simply provide estimates of what is, but also what is possible and, as 1 will argue later, what
ought to be.

I submit that these two variants of the process of belief formation (emphasizing different functions of
perceptions) may be regarded as the key situational mechanisms that link individuals and the social
setting (structural conditions) to their individual preferences. The first variant emphasizes the
perceptions’ informational role and their importance in rational decision making, arguing that
individuals’ failure to respond to changing inequalities could be explained through individually biased
perceptions. The second variant emphasizes perceptions in providing suitable options and the
importance of habituation, arguing that people might use perceptions directly to infer what is possible
and what can be viewed as a good option.

Rational decision making and the role of inequality perceptions (the negative
explanation of preference stability)

Since the publication of the seminal Meltzer-Richard model, most research has focused on the question
of whether individuals would change their preferences depending on their countries’ level of inequality.
However, as numerous studies have failed to find the expected positive relationship between inequality
and preferences for redistribution (Breznau and Hommerich 2019; Kenworthy and McCall 2008;
McCall 2013), the scientific focus has switched to a central precondition, namely individuals’ informed
beliefs about different macro-level conditions.

The basic idea is that due to certain individual characteristics and macro-level conditions, individuals
have biased perceptions of relevant macro conditions, thereby explaining why they fail to adapt their
preferences to maximize their material self-interest. Most common arguments focus on people’s
perceptions of the size of inequality (Gimpelson and Treisman 2018; McCall et al. 2017) and their
relative position within the income hierarchy (Boudreau and MacKenzie 2018; Cruces et al. 2013;
Engelhardt and Wagener 2018; Karadja et al. 2016), arguing that the heuristics that people use to
estimate these macro conditions bias their perceptions, leading to misinformed preferences.!> Thus, I
termed this the negative explanation of preference stability, as it is assumed that people simply lack
information on changing macro conditions and would prefer other taxes if they were informed properly.
This also relates to a greater research endeavor in the social sciences in recent years pointing toward
individuals’ beliefs to explain inaction (Enke 2020; Jager et al. 2021; Kustov, Laaker, and Reller 2021;
Mijs 2021).

To explain these perceptional biases, most of these studies follow social comparison theories that
suggest individuals will use their immediate surroundings to infer inequality in society because they are
more salient, socially relevant, and cognitively easy to process (Evans, Kelley, and Kolosi 1992). Thus,
people should intuitively compare themselves with those whom they meet most often and whose
information on what they are working on, consuming, and earning is most easily available. This way,
people will compare themselves predominantly with individuals who are similar to themselves. Various
mechanisms account for this phenomenon: The human tendency toward homophily in friendship
networks (McPherson, Smith-Lovin, and Cook 2001), labor market segregation (Charles and Grusky
2004), and geographical segregation (Owens 2016; Reardon and Bischoff 2011; Watson 2009) all
contribute to income groups’ social isolation from one another and decrease the opportunity for cross-
class social comparison.'® This should lead to two results regarding individuals’ perceptions of the size

15 Further studies also have investigated individuals’ perceptions of the size of social mobility (Alesina et al. 2018),
essentially following similar segregation arguments compared with ones explained above.

16 Note that Mark Granovetter (1973) referred to similar micro mechanisms to predict that the loss of strong ties
should be less detrimental to information flow than weak ties.
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of inequality and their relative position within the income hierarchy. First, individuals underestimate the
amount of inequality in society, as they miss “endpoints” in society. Second, they are more likely to
place themselves at the center of income distribution.

These issues have received considerable attention in recent years. Empirical results suggest that, in line
with expectations, people underestimate the total amount of inequality in income (Hauser and Norton
2017) and wealth (Norton and Ariely 2011), and have a strong tendency toward placing themselves in
the middle of the income distribution (Cruces et al. 2013). These results are driven partly by an upward
bias among those at the lower end of the respective outcome distribution scale and an even more
pronounced downward bias among those at the top (Albacete, Fessler, and Lindner 2022; Chambers,
Swan, and Heesacker 2014)."7

As mentioned earlier, the common expectation in most of these studies is that well-informed individuals
will react to inequality by demanding more redistribution if this is in their material self-interest. In line
with this expectation, some studies have found that informing citizens can affect preferences for
redistribution in line with their expectations of strictly income-maximizing voters (Boudreau and
MacKenzie 2018; Cruces et al. 2013; Fernandez-Albertos and Kuo 2018). However, these effects are
often quite small and/or only hold for certain subgroups (Engelhardt and Wagener 2018; Fernandez-
Albertos and Kuo 2018; Karadja et al. 2016). Moreover, some studies even fail to detect the expected
effect at all (Weisstanner and Armingeon 2022) or find that it goes in the opposite direction than
expected (Sands 2017). Thus, while some results suggest that information can elicit an effect, it is not
clear when (Ciani et al. 2021), and even fully informed individuals tend to deviate from self-regarding
utility maximization (Ballard-Rosa et al. 2021). Therefore, a negative explanation of preference stability
seems to be inefficient in explaining individuals’ preferences for redistributive taxation. I argue that it
is exactly at this point that sociology can make a unique and important contribution to the theoretical
debate by rescinding the role of perceptions as simple indicators of (mis)information.

Fairness cues and the role of status quo perceptions (the positive explanation of
preference stability)

Inaction is an integral part of every theory of social action (Wikstrdm 2006); thus, it is just as crucial to
understand and explain what people do not do as it is to explain what people do. From its origin, the
notion that structural forces limit individual agency’s power and often prohibit simple relationships
between individual self-interest and social actions always has remained central in sociology. Following
this tradition, I argue that future research should focus not only on the question of what factors hinder
individuals from making choices among a set of action alternatives, but also on the question of why
individuals perceive certain action alternatives (and not others) in specific situations. To answer this
question, I suggest that research is needed that analyzes the role of perceptions in identifying action
alternatives by providing individuals with a basic sense of “natural” options (Wikstrdm 2006). From
this perspective, a lack of information explains not only why people do not vote for the income-
maximizing option, but also their structurally informed views on what is the right thing to do given
current circumstances (for similar ideas, see, e.g., B. Wegener & Steinmann, 1995; Wilensky, 2002).

The argument that perceptions shape individual fairness considerations highlights an old notion in social
psychology that “what is” tends to become the basis of “what ought to be” (Homans 1973). Following
this idea, people should use existing structural conditions and institutional settings as a baseline from
which to derive a general understanding of what would be fair and good. Therefore, when forming
preferences for redistributive taxation people might use existing inequality to infer a just inequality level

17 This result might be explained in that individuals from lower social classes differentiate between fewer
categories in the ordering of social positions compared with those of higher social status (Lindenberg 1977).
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(Garcia-Sanchez et al. 2019, 2020; Trump 2018) and use the existing redistribution level to infer the just
redistribution level. Thus, individuals should take the size and shape of redistribution into account not
only because they want to maximize their interests (Beramendi and Rehm 2016; Berens and Gelepithis
2019; Korpi and Palme 1998; Moene and Wallerstein 2001), but also because they use the status quo as
a baseline for what can be viewed as a fair option. Thus, I essentially argue that people oppose higher
redistribution despite growing level of inequality not because they lack information about inequality,
but because they do not think that this is the right thing to do given current circumstances — essentially
providing a positive explanation for preference stability.

Three factors might explain this effect of status quo perceptions: First, we know that humans tend to
anchor estimates on recently or frequently seen numbers, thereby biasing estimates in the direction of
the anchor (Fidelman and Crandall 2009; Kahneman and Tversky 1979; LeBoeuf and Shafir 2009;
Pedersen and Mutz 2018). Under these conditions, increased cognitive accessibility of the status quo
should favor status-quo-confirming information and lead to assimilation over contrasting subsequent
judgments (Mussweiler 2003). Thus, the status quo should function as a cognitively “natural” reference
point of social comparison that biases subsequent judgments in its own direction.

Second, system justification theory argues that the evaluation of new information is biased, in that it
does not challenge pre-existing beliefs to avoid psychological discomfort (Costa-Lopes et al. 2013; Jost
and Banaji 1994). Thus, people might reinterpret or avoid information about rising inequality levels or
a lower relative income position so that they need not acknowledge that they live in an unjust world or
that they “did not make it.” This also can lead people to actively avoid information even if this
information is easily accessible (Bénabou and Tirole 2006; Epley and Gilovich 2016). Thus, people
have an incentive to believe that the status quo is just and, therefore, perceptions are not simple indicators
of (mis)information, but rather reflect attitude-driven interests shaped by structural conditions and
individual characteristics (see, also, the discussion of attitude-driven inequality perceptions by Trump,
2023).

Third, market societies are normatively and institutionally embedded — a phenomenon that tends to
strengthen arguments that are in line with the status quo and promotes adaptation as inequalities become
normalized (Berger et al. 1972).'® This approach is related to the moral economy idea and highlights the
normative power of the status quo in justifying inequality (Koos and Sachweh 2019; Sachweh 2012;
Sayer 2007). The basic idea is that institutional settings can render specific inequalities, e.g., income
differences, as fair even if people report concerns about the level of inequality in their country. Thus,
the status quo should affect people’s fairness references through which they apply their moral values.
These references can be starkly different depending on the institutional setting, although individuals
might hold similar values (e.g., a preference for equity).'” In line with this expectation, a recent study
demonstrated that institutional settings subconsciously produce and reproduce just gender wage gaps
even though individuals state that gender differences should not matter in setting individuals’ wages
(Auspurg, Hinz, and Sauer 2017). Thus, structural inequalities can perpetuate inequalities because
fairness references are partly endogenous to structural conditions like the status quo in inequality.

'8 In political science, these concerns also have been debated within the context of policy feedback theory. Refer
to Schechtl and Tisch (2023) for a recent discussion on these issues and their relevance for tax preferences.
Moreover, the literature also suggests that voters often follow examples of others in their attitudes regarding fair
levels of taxation or of financial assistance. Elite (e.g. party) or institutional (perceived levels of corruption or
institutional quality) cues can be of importance here (Bauhr and Charron 2018, 2020; Kanthak and Spies 2018;
Steenbergen, Edwards, and de Vries 2007; Stoeckel and Kuhn 2018).

19 Actually, empirical studies have suggested that generalized values, e.g., distributive fairness norms in market
conditions, seem to be quite similar across different countries with varying redistributive tax regimes (Adriaans
and Fourré 2022).
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In line with this prediction, laboratory studies demonstrated that the structure of initial endowments
affects preferences for redistribution (C6té, House, and Willer 2015; Nishi et al. 2015). Moreover, using
a survey experimental approach, Trump (2018) showed that receiving information about unequal
incomes in the US and Sweden causes individuals to increase their perceptions of legitimate income
inequalities. Similarly, Haack and Sieweke (2018) pointed out that adaptation is a central mechanism
that links the collective legitimacy of inequality to individuals’ inequality acceptance. In line with these
notions, empirical results from other subfields also suggest that just rewards often are based on the
typical reward for other people who are similar to oneself in a salient dimension (Auspurg et al., 2017;
Berger & Webster Jr., 2006; Jager et al., 2021; Shamon & Diilmer, 2014), and that status quo biases
should even affect ethical evaluations (Bostrom and Ord 2006).

To date, extant research predominantly has focused on the power of the status quo in justifying existing
inequalities (see, e.g., Garcia-Sanchez et al., 2019). However, as noted earlier, people care not only
about fairness in terms of inequality, but also about the fairness of redistribution, particularly
redistributive taxation. Considering that the status quo should bias fairness estimates, redistributive tax
regimes might reproduce themselves, as the status quo functions as a stabilizer of individual preferences
despite potential structural changes. This notion also relates to the welfare regime literature, arguing that
welfare states’ structuring forces create stable equilibria that favor long-term stability (Esping-Andersen
1990). Thus, status quo legitimization of redistributive tax structures might explain why previous
research has found substantial cross-country differences in redistributive tax regimes and net income
inequality even though fairness ideals and inequality concerns are often quite similar (Osberg and
Smeeding 2006).

Taken together, the positive explanation of preference stability highlights that situational mechanisms
must explain the logic of the situation for the actors. Thus, I argue that researchers have to consider how
inequality presents itself to social actors when forming preferences for redistributive taxation (Fiske and
Taylor 1984). Following these arguments, information about status quo redistribution might not increase
preferences for progressive taxation among the poor — who underestimate status quo tax progressivity,
as income-maximizing rationale would predict — but actually could decrease the poor’s redistributive
preferences because the status quo will lower estimates of what is deemed a fair share of benefits and
burdens in society.

However, the notion that one must consider how inequality presents itself to social actors not only relates
to the power of the status quo but also emphasizes that inequality and redistribution are essentially
relational, i.e., they always contain information about one’s own and others’ situation, rewards, and
burdens. Thus, aside from status quo effects, one also must consider the socio-comparative character of
structural information on inequality and redistribution.

Perceiving as a process of social comparison and the role of endpoint anchors

To understand the varying effects of information on perceptions, the question of how people think about
inequality is essential (Hansen 2022; Horwitz and Dovidio 2017; Starmans et al. 2017; Sznycer et al.
2017). To explain this in more detail, I follow a recent argument by Condon and Wichowsky (2020) that
points out that inequality is essentially relational and that individuals make sense of inequality by
comparing themselves with others (Tajfel 1981; Tajfel and Turner 1979). Social comparison helps
individuals accurately assess their abilities, characteristics, and preferences, as well as process
information more efficiently (Fiske and Taylor 1984; Mussweiler and Epstude 2009). Thus, for
individuals to estimate and make sense of inequality and, more importantly, their relative position within
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the distribution, they are expected to compare their own incomes, benefits, and burdens with those of
others.?

Focusing on one’s relative income position (the central explanatory variable in the model by Meltzer &
Richard, 1981), one can say that a specific person earns more than a poorer person, or that this person
earns less than a richer person. Although the framing of these logically equivalent statements should not
matter for the “trueness” of the sentence, empirical studies have demonstrated that people’s subsequent
fairness judgments differ when confronted with information about upward (higher) or downward (lower)
comparisons (Bruckmiiller, Reese, and Martiny 2017). This influences not only people’s fairness
estimates, but also their judgments about certain comparisons and the truthfulness of information
(Skylark, Carr, and McComas 2018). Thus, people essentially believe that how inequality is described
provides information about an absolute standard, i.e., what individuals should have (Chow and Galak
2012; Lowery, Knowles, and Unzueta 2007).

In line with the idea that the direction of comparative statements is crucial, empirical results have
demonstrated that individuals perceive differences between the poor and rich as less legitimate when
these differences are framed as the disadvantaged group having less (Bruckmiiller et al. 2017). Thus,
greater inequality is perceived as less legitimate if the framing makes salient how much worse off a
disadvantaged group is, but not if it makes salient how much better off an advantaged group is. This
connects research on the effects of social comparison to theories on other-regarding preferences, e.g.,
inequity aversion, which similarly argued that people have a stronger aversion to disadvantageous
inequality than to advantageous inequality (Fehr and Schmidt 1999).!

Thus, despite its uninformative character, the anchor (the poor vs. the rich) of comparison should affect
fairness considerations, might affect individuals’ perceptions of where they stand in society, and might
influence subsequent preferences for redistribution. Hence, the directionality of information about
inequality and redistribution might be a crucial factor in explaining how people react to information
presented not only in scientific studies, but also in mass media.

Linking negative and positive explanations: Perceiving as a process of social
comparison and the role of tax solidarity

Another important aspect of social positioning and social comparison that has received relatively little
attention in the literature on preferences for progressive taxation to date, but has been studied extensively
by scholars investigating people’s attitudes about welfare spending, is that people often understand
society in terms of groups — e.g., the unemployed, pensioners, or workers — and routinely categorize
people by constructing symbolic boundaries that define views about deservingness and desirability
(Lamont and Molnar 2002; van Oorschot 2000). This helps people make sense of their place in society
and mentally guides the process of belief formation when confronted with new information (Condon
and Wichowsky 2020). Thus, beliefs about the unemployed, pension receivers, or the ill are deemed
crucial to understanding individual preferences for more or fewer welfare benefits (Aarge and Petersen
2014; van Oorschot 2000; Schneider and Castillo 2015).

I argue that similar issues are also relevant in the context of income and wealth inequality, as public
debates often tend to be connected to distinctions between “the rich” and “the poor” or to different

20 These questions have been at the center of numerous studies that have tried to link other regarding preferences
to individual well-being or preferences for redistribution (Boyce, Brown, and Moore 2010; Dimick, Rueda, and
Stegmueller 2018; Schneider 2019).

2l Note that both these theoretical arguments also can be connected to Kahneman and Tversky’s (1974) notion of
loss aversion, suggesting that losses loom larger (a higher position compared with the rich) than foregone gains
(gaining an equal position against the poor).
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income tax brackets. Such categorizations can be understood as points of reference that individuals use
in comparisons to identify their own positions within the distribution of benefits and burdens (Cansunar
2020). However, as noted earlier, directionalities should be taken into account. This hold not only for
inequality perceptions and information, but also for redistribution. Welfare benefits should emphasize
the aspect of redistribution to a person and, thus, should make benefit receivers’ (predominantly the
poor) characteristics salient. Conversely, taxation — particularly progressive taxation — highlights the
aspect of redistribution from a person and, thus, should make taxpayers’ (predominantly the rich)
characteristics salient. This is crucial because research found that attitudes toward the rich are
structurally different from attitudes toward the poor, suggesting that prosociality becomes more
important when individuals think about the rich, while merit is more important when individuals think
about the poor (Hansen 2022; Horwitz and Dovidio 2017). Thus, similar to others, I argue that
redistribution from and redistribution to differ (Cavaillé and Trump 2015; Condon and Wichowsky
2020; Hansen 2022; Horwitz and Dovidio 2017; Lupu and Pontusson 2011).

Redistribution is so strongly connected to categorizations like “the rich” and “the poor” that the most
common survey questions about redistribution preferences ask whether respondents think that the
“government is responsible for reducing the income gap between the rich and the poor” (ESS), whether
people think that “all in all, income differences between the poor and the rich are too large,” and whether
taxes “for those with high/middle/low incomes™ are too high or too low (ISSP).?? Thus, accounting for
how people assess different income classes, in which they subjectively place themselves, and how they
perceive contributions of themselves in comparison to others, should be crucial to understanding the
relationship between perceptions and preferences in the context of redistribution in general. Following
this idea, I argue that income classes can be understood as reference groups when individuals form
redistributive preferences. Thus, individuals should conceive tax rates (and commonly related tax
brackets) as contributions to the state budget made by different income classes. However, such
identifications can lead to motivational or cognitive distortions of perceptions and preferences.

Since the work of Ross and Sicoly (1979), it has repeatedly has been demonstrated that individuals tend
to overestimate their relative contribution to joint tasks in various domains (e.g., between team members,
spouses, or colleagues) (Deutsch, Lozy, and Saxon 1993; Herz et al. 2020; Kruger and Savitsky 2009).
While this so-called egocentric bias has been attributed either to motivational mechanisms, e.g., self-
enhancement, or to various cognitive mechanisms that point to individuals’ limited information when
judging the performance of oneself and others, the basic result that individuals tend to overestimate their
contributions remains quite consistent. Applying these insights to the taxation context, I argue that
individuals should overestimate the relative contribution (in terms of tax rates) of their own income
class, i.e., individuals with low incomes should perceive higher tax rates for the poor compared with
individuals with high incomes, and high-income earners should perceive higher tax rates for the rich
compared with low income earners. This should lead to the poor underestimating the tax system’s
progressivity relative to the rich and vice versa.

This connects the literature on the importance of self-interest, which partly could motivate perceptual
biases (Epley and Gilovich 2016), to the literature on fairness (Trump 2020) and the moral economy of
market societies (Koos and Sachweh 2019), suggesting that individuals’ perceptions about what they
and others contribute can enable or hinder individuals’ demands for more progressive taxes. This
directly relates to established theoretical arguments in the tax compliance literature that point out that

22 Note that the redistributive questions make it impossible to know whether preferences for redistribution stem
from a desire to punish the rich, benefit the poor, or both, and that the tax questions target dissatisfaction with the
status quo directly, making it impossible to analyze whether dissatisfaction stems from perceptional biases or
actual preferences for tax change. Both these issues will be described in more detail in the following chapters.
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people’s willingness to contribute to the tax revenue depends on their fairness beliefs and whether they
think others are contributing as well (Andreoni et al. 1998; Kirchler et al. 2008). Thus, the degree of this
tax solidarity depends on individuals’ feelings of injustice, which are informed by perceptions about
who pays for the welfare state — again evaluating the “prosociality” of others strongly connected to
redistribution from. Thus, individual support for redistributive taxation should depend on one’s beliefs
of a just distribution of burdens, i.e., a basic form of tax-based welfare in which everyone contributes
their fair share (Liebig and Mau 2005; Rothstein 2001). Thus, individuals’ tax preferences should be a
function not only of their preferences or fairness beliefs, but also of their biased perceptions about what
others contribute to the public good.

Following these arguments, less support for progressive taxation of the rich may be explained not only
by lower preferences for redistribution but also by a systematic overestimation of the rich’s tax
contributions relative to the poor. Moreover, changing individuals' perceptions about the structure of tax
contributions should affect their willingness to pay taxes because preferences for redistribution are
connected strongly to their beliefs that others are cooperative and fundamentally conform to the norm
of reciprocity by contributing to the state revenue (Castafieda 2023; Rothstein 2001). Thus, inequality-
driven, biased perceptions may provide people with a justification to withdraw from the principle of tax
solidarity with potentially detrimental consequences, particularly for the poor (for similar arguments see
also the literature on inequality-driven beliefs see: Mijs 2021; Wegener 1987).

Summary

In this chapter, I argued that individuals desire to maximize their income and desire to live in a just
world, but these desires do not directly explain preferences, as they depend on individual beliefs
connected to individual perceptions of macro-level conditions. These perceptions provide individuals
with a sense of what is the case and with a range of possibilities that individuals use to infer what good
and fair options look like. Thus, perceptions not only are indicators of (mis)information, but also reflect
and influence how individuals want to see the world. Following established results, I argue that this
highlights two important aspects: that the status quo will influence what levels of inequalities and
redistribution individuals want and that researchers must consider the relational nature of inequality and
redistribution, as individuals will consider how inequalities and policy changes affect themselves in
relation to others.

Following these theoretical discussions, the following empirically oriented chapters in the dissertation
will focus on three major theoretical expectations and test the following guiding hypotheses:

Individuals use status quo taxation as a reference to assess what tax progressivity is fair.

Therefore, macro-level tax progressivity should be strongly related to micro-level beliefs about
fair tax progressivity (Chapter 3).

Therefore, increasing individuals’ perceptions about status quo tax progressivity should increase
the level of tax progressivity level they belief is fair (Chapter 4).

Individuals use the anchors of comparison (rich/poor) to form individual attitudes and
perceptions about their position in the income hierarchy and their inequality concerns.

Therefore, changing anchors should affect individuals’ fairness considerations, perceived
relative income positions, and preferences (Chapter 5).
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Individuals estimate their own perceived and fair tax rates in relation to the perceived tax
contributions of others.

Therefore, differences in perceptions, not differences in preferences, might explain large parts
of the variance in individuals’ desire to change tax progressivity levels (Chapter 6).

Therefore, changing perceptions about contributions by oneself and others should influence
redistributive tax preferences (Chapter 6).
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3) What’s a Fair Tax Rate? Cross-Country Evidence on the Link
between Status Quo Taxation and Individuals’ Beliefs about Fair Tax
Rates.

This chapter studies whether individuals ’learn to like’ the tax system they live in. I suggest
that preferred tax rates and tax distributions are strongly depending on people’s perceptions
about the status quo in taxation because people tend to use the status quo as an anchor for
fairness judgements. Thus, I expect that people will (i) consider larger sizes of the welfare
state fair if they live in a country with high average tax rates and that (ii) people accept
larger tax progressivity if taxation in their country is already strongly stratified by income.
To test these relationships, I use cross-country data from the European Social Survey to
show correlational evidence that individuals indeed tend to perceive the actual tax rates in
their respective countries to be fair, which results in large cross-country differences in the
fairness of taxation. These results may help to understand why national tax systems (like
welfare systems) remain quite stable over time, despite substantial differences in the size
and evolution of inequality. Furthermore, it provides first evidence on the existence and
substantial relevance of a strong relationship between institutional arrangements of
taxation on the macro level and individuals perceptions what constitutes fair taxes for
themselves at the micro level.

Introduction

What tax rates do people prefer? In light of the substantial increases in income and wealth inequality in
recent decades in many Western countries, studying questions on peoples tax preferences recently
gained in popularity among social scientists of different disciplines (see e.g. Cansunar 2021; Limberg
2019; Stantcheva 2021). To answer the question which factors explain variation in tax preferences,
researchers in the past frequently turned to theories focusing on preferences for redistribution in general.
Following standard economic models (Meltzer and Richard 1981; Romer 1975) the literature, thus,
mainly studied the relationship between inequality and demands for redistribution in general and for tax
progressivity specifically. In this sense, research predominantly dealt with question how people want to
change the existing tax system depending on the level of inequality and individuals’ income position
rather than on what individuals’ ideal tax system would look like.

However, instead of changing preferences empirical studies mainly find stability even in countries that
experienced substantial increases in inequality over the last couple of decades (Breznau and Hommerich
2019; Kenworthy and Pontusson 2005a; Lupu and Pontusson 2011). Thus, most studies conclude that
they cannot find convincing empirical evidence on the expectations of the Meltzer-Richard idea of self-
interest driven preferences for redistribution. This — from a strict material self-interest standpoint —
paradoxical finding of preference stability has recently spurred a substantial body of research that mainly
discusses three broad categories of theoretical explanations: perceptual, institutional, and value-based
explanations (for a summary see Hing et al. 2019).

Researchers focusing on perceptual explanations argue that individuals use heuristics and rely on limited
information when forming their tax preferences. Rather than reacting to changes in objective inequality
people rely on their subjective perceptions and these are often strongly biased. Thus, people simple don’t
perceive the changing inequalities they should react to, but would change their preferences if they have
enough information (Cruces et al. 2013). In a similar sense, also most institutional explanations stress
the importance of economic self-interest. However, rather than arguing that people have too little
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information it is assumed that individuals instead use more information than the standard model would
expect. Specifically, this line of research proposes that people are more forward looking and less myopic
than believed. Variants of this argument claim that people consider social mobility beliefs when forming
preferences (Bénabou and Ok 2001) or that individuals take the current level of tax progressivity into
account when they decide whether to support or oppose increases in the redistributive power of the
welfare state (Beramendi and Rehm 2016; Berens and Gelepithis 2019).

Together, these studies provide considerable empirical evidence that myopic self-interest is not the
single most important predictor of redistributive preferences, that individual perceptions might be more
important than objective conditions, and that individuals are influenced by the institutional setting when
forming preferences for redistribution. However, these studies still mainly focus on material self-interest
to explain individual preferences although most studies stress that the circumstances for rational
evaluation of the pros and cons of different tax systems are rather poor. First, the degree of information
is low, not only because people have a hard time understanding macro conditions such as the level of
inequality but also because the political influence of their single vote is quite limited, therefore, most
individuals have little material self-interest in getting informed. Second, institutional alternatives are not
easily observed as the political “turnover rate” is mostly quite long. Large tax changes and even more
so large changes in the redistributive power of welfare states are quite uncommon both in recent history
and in the long run (Alfani 2021; Scheidel 2017; Scheve and Stasavage 2016). This means that most
individuals experience only a very limited number of tax rates out of the potential range of tax systems
available.”® Thus, rather than rationally evaluating action alternatives when forming tax preferences, I
argue that most individuals follow habits in form of institutional cues about what is possible and what
might be right or appropriate.

This relates to the third line of explanation of stable preferences that stresses the role of values and most
importantly of individual’s fairness beliefs. Recent studies have indicated that perceived illegitimacy of
inequality seems to be an important precondition for demanding redistribution (Harth et al. 2008; Reese
et al. 2014; Stantcheva 2021). Thus, the task of explaining individuals’ tax preferences leads to the
question what factors drive perceptions of the legitimacy and justice of inequality and redistribution by
taxation. This shifts the focus away from changes in objective or subjective inequality towards changes
in fairness attitudes about the distribution and the genesis of inequality and governmental redistribution.
Contrary to arguments about biases, fairness arguments might be an important factor enabling
individuals to demand redistribution and explaining why individuals refrain from voting for more
redistribution in full information conditions (Haack and Sieweke 2018; Trump 2018). Thus, it may be
promising to focus on the question when changing inequality leads individuals to adjust their fairness
and legitimacy concerns and when it fails to do so. Considering the large preferences stability found by
others, I specifically ask what factors may stabilize the legitimacy and justice of taxation?

Considering the importance of fairness, I suggest that the main reason for the limited empirical value of
the Meltzer-Richard model is its oversimplification of the complex situational mechanism (Hedstrom
2005) that links macro level inequality to micro level preferences. Following empirical justice research
(Jasso 1980; Jasso and Wegener 1997a) I argue that macro conditions like inequality and the state of
redistributive taxation are not only important characteristics for individuals to maximize their interests,
but they also constitute the baseline for their justice evaluation. Considering that “what is” often
becomes the basis of “what ought to be” (Garcia-Sanchez et al. 2019; Homans 1973) individuals are

23 This follows the idea that political competition produces information via supplying information of the costs and
benefits of different public policies similar to private markets (Hayek 1945). However, in contrast to many markets
for goods and services voters have rarely the option to be active consumers of different policies which should
reduce the passive information output of these political markets. This might be less true for political systems that
rely on the frequent use of direct democracy (Feld and Kirchgéssner 2000).
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directly influenced by the “moral economy” of the redistributive tax system they live in. Thus,
individuals might favour the current tax system simply because they are used to it. In line with these
expectations, several empirical studies have recently highlighted the importance of the status quo for
fairness considerations because heightened perceived inequalities might be justified and rationalized
due to processes of legitimization (Haack and Sieweke 2018; Koos and Sachweh 2019; Mijs 2021;
Trump 2018).

In this context, the basic idea is that individuals tend to anchor their fairness evaluations in the status
quo: the perceived status quo becomes the basis for what is considered desirable. I suggest that this
mechanism potentially explains why individuals do not change their preferences for redistribution
although inequality — and thus their potential to gain from redistribution — changes. Thus, changes in
fairness attitudes towards governmental redistribution of income might be quite stable despite changes
in actual inequality. This means that the perceived legitimacy of different types of taxation may be a
crucial predictor for how inclined individuals are to take action against inequality (Trump, 2018).
Furthermore, this might provide an additional explanation to the question why national tax regimes (like
welfare regimes) remain quite stable over time. This chapter aims to provide a test of the proposed
macro-micro link between the tax system and individual fairness considerations with respect to income
taxation.*

To analyse this question, I study the cross-national differences in the patterns of tax rates individuals
consider fair. Specifically, I test how reflexive fair tax rates (what individuals consider a fair tax rate for
their income) link to the established tax system in the form of the average tax rate and the tax
progressivity in different European countries using data from the European Social Survey.

In the following, I will briefly discuss the state of the art in the literature about preferences for
redistribution in general and preferences for taxation in particular. Afterwards I derive my main
theoretical argument and specific hypotheses about cross-country differences in the patterns of fair taxes.
Finally, I explain the research design and present the results.

Fairness and tax preferences

Past literature

Debates about stable preferences for redistribution despite rising levels of inequality have led to two
rather distinct models of explanation in the recent literature. The first approach expands the idea of the
Meltzer-Richard-model and acknowledges different constraints to the individual’s ability to act
rationally. These arguments tend to explain why individuals “fail” to form self-interested preferences
focusing on limited information and biased perceptions. For instance, the relative income position is
central for the median voter model proposed by Meltzer and Richard (1981) as voters must accurately
assess their income position in order to be able to maximize their after-tax income (Iversen and Goplerud
2018). Empirical research showed that most people in society have difficulties to accurately guess their
relative income position and will adopt more net-maximizing attitudes to taxes if they receive an
information treatment on their actual position (Cruces et al. 2013; Engelhardt and Wagener 2018).
However, the sizes of these effects are rather small and studies often only find effects for subgroups
(Ciani et al. 2021; Weisstanner and Armingeon 2022). Thus, while limited information seems relevant
it is unable to explain why preferences for redistribution fail to rise even when people know their relative

24 This chapter does not claim that tax preferences are solely caused by fairness norms that mainly stem from
institutional baselines. I expect that the tax rates in liberal democracies should also reflect the preferences of voters
(or important lobby groups). Thus, the causal chain could also go in the opposite direction. This issue will be
thoroughly discussed and dealt with in Chapter 4, when I will be using an experimental approach to study the link
between perceptions and fairness evaluations. This chapter simply aims to determine whether the expected
connection exists in several European countries using a large high-quality survey sample.
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income position. While this approach expands the idea of the Meltzer-Richard-model into the realm of
limited information, the general idea that one’s own relative income is the only relevant determinant of
one’s redistribution preferences remains unchanged.

The second approach shifts away from the importance of self-interest, which remains an important
predictor but now shares explanatory power with other factors (Cavaillé and Trump 2015; Dimick,
Rueda, and Stegmueller 2018; Iversen and Goplerud 2018). As Trump (2018) noted recently, the focus
on the factors hindering the development of preferences for redistribution might be too narrow. Research
has repeatedly found that people often prefer inequality to equality, particularly if they think that these
outcomes result from fair allocation processes (Starmans et al. 2017; Trump 2020). people Hence,
people might not react to objective inequality, but rather to their subjective views about unfair inequality.
In line with this notion, empirical studies have shown that unfair inequality tends to predict individuals’
preferences for redistribution better than objective inequality does (Ahrens 2022b; Almas et al. 2010;
Bohmann and Kalleitner 2023; Kuhn 2019; Schneider and Castillo 2015). Therefore, researchers should
examine the processes behind legitimization and illegitimation of inequalities, as important
preconditions for demanding redistribution (Harth et al. 2008; Reese et al. 2014), rather than inequality
changes themselves, to understand people’s reactions or lack thereof.

Introducing status quo bias

Acknowledging the importance of fairness considerations, it became increasingly recognised that the
consideration of the context in which individuals find themselves is important in understanding how
individuals form redistributive preferences (Haack and Sieweke 2018; Sachweh 2012). This is reflected
in an old notion in social psychology that “what is” tends to become the basis of “what ought to be”
(Homans 1973). That is, individual fairness beliefs are endogenous, depending on the context an
individual is exposed to. Following this idea, I argue that fairness considerations may be anchored in the
status quo—in my case, the status quo tax system.

Three factors seem decisive for this process (see also: Trump 2018): First, the human tendency to anchor
estimates on recently or frequently seen circumstances (for instance numeric values) (Eidelman and
Crandall 2009; Kahneman and Tversky 1979; LeBoeuf and Shafir 2009; Pedersen and Mutz 2018)
biases results in the direction of the anchor. Second, system justification theory argues that new
information is biased in favor of interpreting it without challenging our own pre-existing beliefs to avoid
psychological discomfort (Costa-Lopes et al. 2013; Jost and Banaji 1994). Three, market societies are
normatively and institutionally embedded which tends to strengthen arguments that are in line with the
status quo and promotes adaption as inequalities become normalized (see also the moral economy
approach: Koos and Sachweh 2019; Sayer 2007). Hence, information might moderate one’s assessments
about one’s own fair share of the benefits and burdens in society depending on the normative context
individuals are embedded in (Lupu and Pontusson 2011; Shayo 2009).

This process of fairness adjustment proposed here has already been empirically studied by Trump
(2018), who showed that receiving information about unequal incomes in the US and Sweden causes
individuals to increase the levels of current income inequality that they consider legitimate. Furthermore,
Haack and Sieweke (2018) have shown that adaption is a subtle but powerful mechanism that links the
collective legitimacy of inequality to individual’s acceptance of inequality. More recently, the role of
tax transparency and tax salience has also been studied more prominently within the experimental
literature (Paetzel, Lorenz, and Tepe 2018; Weimann and Fochmann 2013). Results from these studies
already hint at the existence of the proposed status quo mechanism as past taxation experiences can
shape one’s own tax preference (Sausgruber and Tyran 2011), and differences of initially held
preferences for taxation seem to persist even over longer time horizons (Sausgruber and Tyran 2014).
In this context, experimental research also highlights the importance of allocation mechanisms (Riyanto
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and Zhang 2014) and the structure of initial endowments (Coté et al. 2015; Nishi et al. 2015; Nishi and
Christakis 2015) in legitimizing inequality and consequently influencing preferences for redistribution
(see also: Bolton, Brandts, and Ockenfels 2005; Eliaz and Rubinstein 2014; Hoffman et al. 1994; Ku
and Salmon 2013).

However, while a considerable amount of evidence suggest that people adjust their inequality concerns
to the actual levels of inequality, we still lack evidence whether this adjustment process is also affecting
individuals’ beliefs about the legitimacy of redistribution. Considering that we know that people not
only care about fairness of inequality but also about the fairness of redistribution and especially taxation
(Kirchler et al. 2008; Liebig and Mau 2005; Scheve and Stasavage 2022), it is crucial to consider whether
people simply adjust their fair tax beliefs to the status quo as this would considerably limit individuals’
ability limit inequality via governmental redistribution. This institutional influence could constrain
individuals’ fairness beliefs in two main ways: On the one hand, the total tax revenue (“size of
government”’) (Meltzer and Richard 1981) (approximately the average tax rate) might influence citizens
in considering lower tax rates to be fair. This would limit governments funds for social benefits thereby
reducing welfare state’s redistributive potential at the spending side. On the other hand, the status quo
tax progressivity might considerably limit the distance in the perceived fair tax level of the rich
compared to the poor reducing welfare state’s redistributive potential at the revenue side.

In sum, the literature highlights that it is important to acknowledge citizens’ limited information about
relevant macro conditions like inequality or the tax system, that would be necessary to allow self-
interested decisions about preferences for redistribution. However, limited information alone cannot
solve the problem of explaining why inequality failed to change preferences for redistribution in the last
couple of decades. I argue that fairness considerations might be crucial and suggest that limited
information in addition to people’s tendency to anchor fairness beliefs leads individuals to base their
fairness judgements on the system currently in place. This should not only hold for inequality concerns
but also for what tax rates people consider to be fair. Thus, individuals should perceive present systems
of redistribution to be quite fair even if they live in highly unequal countries with low levels of
redistributive taxes. Hence, | argue that preferences for redistributive taxation are endogenous to the
redistributive tax system in place because fairness attitudes, which influence the formation of
preferences for redistribution, depend on the perceived status quo. Rather than focusing on explaining
the lack of change, this theoretical approach provides a direct positive explanation for the long-term
stability of tax systems and individuals’ preferences.

Considering these theoretical expectations, I analyse whether individuals utilize the national tax system
to form fairness perceptions about fair tax shares for themselves. Specifically, I test the following
hypotheses:

H1: The higher the average tax rate in a country, the higher the tax rate individuals perceive as fair for
themselves to pay.

H2: The higher the tax progressivity in a country, the stronger will individual fair tax rates be stratified
by income.

29



Research design and methods

Data and tax measures

Do different incomes earners in different countries have different views about their fair tax share? I
address this question with data from the European Social Survey (ESS) module “Justice and Fairness”
fielded in 2018 (Liebig et al. 2016). The ESS asked respondents to provide their absolute own gross and
net incomes in their local currency. Afterwards respondents answered the following question for gross
and net income respectively: “Would you say your gross/net pay is unfairly low, fair, or unfairly high?”.
Respondents could answer on a 9-point rating scale ranging from “-4=extremely unfair low pay” over
”0=fair” to ”4=extremely unfair high pay” (full question wording is provided in Appendix A). If they
responded that their pay is not fair, they received a subsequent question asking for the amount that they
would consider to be a fair level of gross or net pay for themselves. I use these questions to estimate the
perceived fair level of one’s income tax rate (tax”) in percent of one’s gross income using the formula

described below ( 1 ). Where incgmss and inc,’:et refer to the individual’s assessments of fair monthly

gross or net incomes. To calculate a fair tax estimate for individuals who declared their current income
as fair, [ substitute the actual gross/net income of people as their fair gross/net income.

o f o f
NChross — MChet

tax’ = —
MCqross

(1)
By using this approach, I approximate individuals’ fairness beliefs of their own tax rate by the
differences in the assessments of market incomes and incomes after taxes and compulsory deductions.
Thus, I study what fair tax system emerges if everyone is able to specify the tax rate they consider fair
for themselves. Following the literature on social justice I will call these “reflexive” fair tax rates (Jasso
and Wegener 1997a). I define taxes as the total tax and social security contributions of an individual’s
income net of potential deductions (e.g., for children). Refer to Appendix B for further details on the
distribution of these fairness beliefs and to Appendix C for a validity check that suggests that this indirect
approach to measure reflexive tax fairness shows a similar distribution of answers compared to a
question asking respondents directly whether they perceive their current levels of taxes to be fair or
unfair (the direct question was part of a pre-test of this ESS module fielded in three countries: Estonia,
Great Britain, and Slovenia).

Furthermore, I compare these fairness beliefs with individuals’ perceived tax rates (taxP) which I

calculate by using a similar indirect estimation strategy described in equation ( 2 ). Where incgmss and

incﬁet refer to individual’s self-reported actual monthly gross or net incomes respectively. I call this the
‘perceived’ tax rate because it is likely that respondents make mistakes when assessing their actual net
incomes, gross incomes or both. These perceived tax rates should provide a first micro level indicator
to test the potentially strong relationship between perceived tax rates and the fair tax rates people
consider fair for themselves.

PP i P
NCgross — INC

tax? = —
lncgross

(2)
To my best knowledge this is the first time that a study separates individuals’ perceived and fair tax
levels in a large internationally comparative setting. Conventional measures of individuals’ tax attitudes
like in the International Social Survey Programme (ISSP) tended to mix perceptions and preferences by
asking respondents how they want taxes to change (“are taxes too high”). Hence, these measures fully
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abstract from the different objective status quo taxation in different countries and from the different
subjective taxation individuals perceive, which might hide substantial variation both within and across
countries. This point is discussed in detail in Chapter 6.

Sample

I use the ESS9 integrated data file (V3.1) which contains data from the following countries: Austria,
Belgium, Switzerland, Check Republic, Germany, Denmark, Estonia, Spain, Finland, France, Great
Britain, Hungary, Ireland, IS, Italy, Latvia, Lithuania, the Netherlands, Norway, Poland, Portugal,
Sweden, Slovenia, and Slovakia. I drop cases from Bulgaria, Cyprus, Coratia, Montenegro, and Serbia
because the macro dataset I am using does not contain tax data from these countries and alternatives
such as from the World Bank or other sources rely on different estimation strategies that are not suitable
here (most are tax revenue oriented and do not contain information in income taxation separately or
allow for analyses of tax progressivity). I also drop cases from the Check Republic because a survey
error in the questions on individuals’ incomes makes these answers incomparable to other countries.
Thus, I use information on individuals from 23 different European countries. As the ESS only asked
questions about gross and net earnings to respondents receiving income from those currently employed
or self-employment, I restrict the dataset to this group comprised of 21,118 individuals. I further have
to drop cases which either failed to answer one of the questions regarding actual income (7,541) or fair
income (8,264), and those who failed to answer one of the control variables (109) which reduces the
sample to 11,067 individuals. Afterwards, I apply consistency checks and drop remaining cases that
indicated a lower gross than net income (125) and cases that indicated that more than or equal to 61%
(~1% of respondents not concentrated in high tax countries) of their income are payed in taxes (145).
Similarly, I drop cases that indicated a lower fair gross than net income (133) and cases that indicated
more than 61% of their income as taxes to be fair (133). Thus, the final analytical sample comprises of
10,719 respondents from 23 different countries. I include balance checks of the final analytical sample
in Appendix D. These results suggest that those remaining in the sample are slightly younger, less likely
to be self-employed and married, and more likely to have children. I find no linear or substantial bias
with regard to respondents’ level of education. Moreover, with exception of the share of self-employed,
the effect sizes of all these differences are quite low indicating that — considering these socio-
demographic variables — list-wise deletion of missing values does not introduce substantial errors due
to nonresponse biases.

Income and micro level control variables

The ESS Round 9 is the first iteration of the ESS that measured individual’s absolute personal gross and
net incomes. Respondents could choose to answer these income questions either with their weekly,
monthly or annual income in the local currency. I convert these answers to monthly income by
multiplying weekly income by 30/7 and dividing annual income by 12. Afterwards, I calculate country
specific deciles to get an easy-to-use comparable income measure across countries. [ control for potential
confounders affecting both income and respondent’s perceived fair tax levels: Gender, Age in years, a
binary indicator whether the respondent has underage children (born after 2000), respondent’s marital
status (not married, married or in a registered civil union), dummy variables on respondent’s highest
level of education measured in seven ISCED classes, and a dummy variable on respondent’s
employment relation (employed, self-employed).?

25 Because of an error in the questionnaire no respondents from Latvia received the marital status question if they
do not currently live together with their partner. [ assume that all others are not currently married or in a registered
civil union to not have to drop Latvia from the analyses. From the data on other countries this approach should
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Macro level data and estimation strategy

To estimate the average tax level and the level of tax progressivity in the respondent’s country [ use data
from the OECD ‘Taxing wages’ database (OECD 2019). The average tax level (7) is estimated by
calculating the differences between net and gross incomes in a country operationalized by the average
rate of income tax and employees’ social security contributions (in % of gross wage earnings) of a single
person at 100% of average earnings. The tax progressivity is approximated by calculating the difference
in the tax rate (incl. employees’ social security contributions) of a single person at 167% and 67% of
average earnings (henceforth called progressivity index or At). I choose these estimates over more
conventual indicators of tax progressivity like the kakwani index (Kakwani 1977) or proxies like the top
income tax rate (Scheve & Stasavage, 2016), because it closely resembles the tax estimate [ use at the
micro level: It includes not only the effect of income taxation but also deductions due to social security
contributions and it is calculated using the conventional differences in gross and net incomes in the
respective countries. As these conventions can vary substantially depending on the tax and social
security scheme (OECD 2019) this measure should be most closely related to the perceptions and
fairness beliefs asked about in the ESS. As a robustness check, I also calculate regression analyses
decomposing the macro level progressivity and average tax rate into its tax and social security
contributions component and include these variables separately. These results are structurally similar to
the ones reported in the main text (see Appendix E Table A3.2 model 6).

To test the hypotheses, I estimate linear multilevel random intercepts regression models (Rabe-Hesketh,
Skrondal, and Rabe-Hesketh 2022) with the individually assessed fair tax level as my main outcome
variable and two main predictors on the country level: the average tax level and the level of tax
progressivity. For i individuals nested in j countries the estimated regression equation can be written as:

tax{j = Bl + Bzinci,j + 337.']' + ﬂ4ATj + ﬂsinci,j * AT] + BkXi,j + ﬁlZ] + (] + Ei,j
(3)

Hypotheses 1 expects that the average tax rate in a country will be positively related to individuals’
reflexive fair taxes beliefs: 3 > 0. Hypotheses 2 expects that the multilevel interaction between
respondent’s income (inc;) and the countries’ tax progressivity index will result in a positive marginal
effect of tax progressivity on the relationship between individual income and the individual’s reflexive
fair taxes beliefs (the logic is that the higher the level of tax progressivity in a country, the larger should
be the differences in the fair tax beliefs between the rich and the poor). To test this, [ compare the average
marginal effect of inc; at relevant points of Az;. All regression models include robust standard errors

clustered at the country level. In addition, I also calculate a multilevel regression that includes a random
slope for income because they lead to more conservative estimates (Heisig and Schaeffer 2019).
However, as the main relationships of interest are nearly identical in this case, I use the estimates from
the random-intercept model in the main text and provide the regression estimates of the random-slope
model in Appendix E Table A3.2 model 3 & Appendix F Figure A3.8 (the random slope modelling
approach has been criticized as it might also lead to over-conservative estimations see: Matuschek et al.
2017). Furthermore, I also calculate models that include additional control variables at the country level:
the level of economic development (GDP in purchasing power parities per capita) and the level of market
income inequality (before taxes and transfers) as measured by the Gini coefficient. Here I use data from
the OECD PPPGDP and IDD database respectively (OECD 2022b, 2022a). Because the inequality
information on some countries is still missing for the year 2018 (as of June 2022) I approximate the
inequality by using the data from 2017. All other macro level indicators use data on 2018 (see Appendix
E Table A3.2 model 4). Finally, I also check whether conventional linear regression models with

lead to less than 0.5% with a wrongly coded marital status. The category self-employed also includes 1.28% of the
respondents in the sample who are working for their own family business.
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clustered standard errors at the country level result in different estimates and do not find substantial
differences regarding the main effects of interest in this study (see Appendix E Table A3.2 model 5)

Results: Cross-country observational evidence on the status quo-fairness link

Before, showing the results of the regression models I present some descriptive estimates of perceived
and fair tax rates that already provide initial evidence for the proposed relationship between the actual
tax system and individual’s perceived fair tax levels at the micro level. On average over all countries,
more than half of the respondents consider their income to be fair (59% gross incomes and 53% net
incomes — see Appendix B for the distribution of answers) which relates to older research on income
fairness that also finds that a large number of people evaluate their incomes to be fair (Wegener 1987).
While the respective shares vary by country, in general, net-incomes are perceived less fair and are more
likely to be evaluated as unfairly too low compared to gross incomes. Figure 3.1 shows that this pattern
results in lower average fair tax rates compared to the average perceived levels of taxes in all countries
in the analytical sample. Thus, individuals on average consider slightly lower taxes fair than what they
perceive to be the actual tax rate. More striking, however, is that the average shares of perceived and
fair taxes vary considerably between countries. While swiss respondents, on average, consider a tax rate
of roughly 12% to be fair, people in Denmark consider a ~35% tax rate to be fair. In sum, I find a strong
correlation between average perceived and fair tax rates across countries. Individuals seem to follow the
basic sentiment that “taxes are a little bit too high” — but on quite different levels. Thus, measuring
individual attitudes toward the status quo tax system, as done previously, might tell us little about the
size of taxes people are fine with paying.
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Figure 3.1: Average individually perceived (tax?) and fair (tax’) tax rates by country. N=10,719,
weighted. Source: ESS.

In a similar manner Figure 3.2 shows the relationship between average perceived and fair tax
progressivity within a country. To estimate the tax progressivity here, I calculated the linear regression
slope between income and individuals’ fair/perceived tax beliefs. Thus, the higher the indicator for tax
progressivity the more do individuals’ fair/perceived tax rates within a specific country increase with
income. A coefficient of 0 would indicate that, within a country, higher income classes assess similar
levels of taxes fair for themselves as do lower income classes (= fair/perceived taxes should be/are flat).?

26 While this is only a rough estimate of tax progressivity (because it only approximates the mostly non-linear
relationship between income tax rate and income) other estimates like a comparison between tax rates of low-
income classes and high-income classes would lack in statistical precision or would increase the complexity
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Similar to the results on the average tax rates reported above, the figures shows a high cross-country
correlation between perceived and fair tax progressivity. However, the results indicate more variation
in whether fair tax progressivity is higher or lower than the perceived tax progressivity. Moreover, the
figure shows two outliers with respondents from Hungary considering a much lower tax progressivity
to be fair than what is perceived and Poland where the opposite is the case. A potential explanation for
this result might be the substantial options for tax deductions that exist in both of these countries.?’
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Figure 3.2: Average perceived and fair tax progressivity by country. Tax progressivity is estimated
using the Pearson correlation coefficient between income and reflexive perceived/fair tax rates. N=10,719,
weighted. Source: ESS.

The results already indicate a strong relationship between what people think they pay in taxes and what
they would consider fair, both on average and when considering the differences in fair tax beliefs
between different income classes (tax progressivity). However, this does not necessarily indicate that
fairness beliefs also relate to the actual tax system in place as individuals’ tax perceptions could be
strongly biased (Slemrod 2006). Thus, I next look at the correlation between fairness beliefs and macro
level indictors of the objective amount of average tax rates and progressivity within the different
countries. Figure 3.3 indicates a strong cross-country correlation between what individuals consider fair
and the actual tax system for both a) average tax rates and b) tax progressivity (Pearson Correlation
Coefficient: average tax rate = 0.67; tax progressivity = 0.73).2® With increasing average tax rates people
perceive, on average, higher tax rates to be fair. With increasing tax progressivity, the tax rates
individuals consider fair vary more with individuals’ income.

dramatically. The advantage of this indicator is that it also relates to the tax progressivity estimate used in the
regression analyses. Using other indicators does not affect the main finding of a strong correlation between
perceived and fair tax progressivity across countries.

27 An outlier analysis showed that these results are not caused by outlying and influential cases. Hence, both
countries are kept in the sample. Given that these are two cases in which the correlation between perceptions and
fair taxes is small this procedure makes the main results only more conservative and does not drive the main
findings.

28 Using an alternative indicator that only utilizes the 66%-166% mean income span of the ESS micro data similar
to the calculation of the macro indicator results in a similar correlation of 0.74.
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Interestingly, we also see some patterns emerge as most Nordic countries have relatively higher fair tax
rates than objective tax rates compared to the overall trend across countries. This could be related to the
specific tax mixes in the respective countries. Denmark, for example, finances its social security system
via taxes. This could lead to more accurate perceptions of tax rates because respondents in more mixed
systems might underestimate social security contributions. Similarly, also Norway, Sweden, and Latvia
have comparatively high average tax rates compared to the average rate of social security contributions.
This observation is flipped in the case of Iceland with high social security contributions and low taxes.
In contrast the countries with more mixed systems to finance the welfare state like FR, IT, PT, BE, DE,
and GB are mostly located below the trend line. This could indicate that mixed tax systems lead to higher
perceived fairness deficits when respondents think about their differences between gross and net
incomes. In contrast, the data reveal no clear patterns within the cross-country relationship between
objective tax progressivity and fair tax progressivity. As the two measures (micro/macro) differ more
substantially in this case, statements about potential drivers of cross-country deviations from the trend
would be speculative.

a) b)
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Figure 3.3: Relationship between individuals’ self-reported fair taxes and the objective tax system
by country, focusing on a) average tax rates and b) the level of tax progressivity. Tax progressivity in
the survey is estimated using the regression slope between income and reflexive perceived/fair tax rates
within the respective country. Refer to the Methods section for a detailed description of the other indicators.
The red line shows the linear trend. N=10,719, weighted. Source: ESS, OECD.

Before moving to the results of the regression, I first analyse the amount of variation in fair tax beliefs
between countries. According to the Null model, 20.1% of total variance is concentrated at the country
level. Hence, as shown in the descriptive statistics, we have substantial variation across countries that
could be linked to the actual tax system in place as suggested in the hypotheses.

To ease the interpretation of the results I focus on the predicted marginal effects here but provide the
full regression table with all estimates in Appendix E (Table A3.2, model 2). These regression estimates
indicate that between-country differences in the tax systems explain most of the variance in individual
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fair tax rates between countries in line with both hypotheses: First, individuals living in high income tax
countries indicate higher taxes to be fair compared to respondents from low-tax countries. Figure 3.4a
displays the marginal predicted means of individual tax fairness depending on the level of taxes in a
country. The positive trend indicates, that with rising objective average tax shares in a country
respondents perceive higher tax shares to be fair. This relationship is quite strong as a one standard
deviation increases in the average tax share (6.8%-points) increases the tax share of gross income that
respondents consider fair by about 4%-points (or .38 of a standard deviance of fair taxes, p<0.001).

Second, the tax fairness gaps between the rich and the poor are more pronounced in countries with strong
income tax progressivity than in countries with low tax progressivity. Figure 3.4b shows the marginal
effect of an increase in income by one decile on individuals’ beliefs of fair tax rates. We see that rising
levels of tax progressivity within a country are associated with a larger effect of income on the levels of
fair taxes. A one standard deviation increase in the tax progressivity index (4.9%-points) increases the
effect of a one decile increase in income on the tax share of gross income that respondents consider fair
by about .8%-points(p<0.001).
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Figure 3.4: a) Average predicted individually perceived fair own tax rate depending on the average
tax rate in a country; b) Average marginal effect of income on individually perceived fair own tax
rate depending on the level of tax progressivity in a country. Multi-level model with random intercepts.
95% Confidence interval (shaded areas) are calculated using heteroskedasticity robust standard errors.
Refer to the Methods section for a detailed description of the indicators. Histograms represent the
distribution of macro level indicators in the sample of countries. Solid vertical line indicates the mean,
dashed lines marks +/- one standard deviation from the mean. Predictions are based on regression
estimates reported in Appendix E Table A3.2 model 2. N=10,719, weighted. Source: ESS, OECD.

The results support both hypotheses 1 predicting a positive relationship between average tax rate in a
country and fair tax level of individuals and hypotheses 2 predicting that fair taxes will be more stratified
by income if tax progressivity in the respondent’s country is high. However, do these results hold if one
accounts for differences in the level of inequality and the economic development? To evaluate this, 1
will focus especially on the predicted behaviour of the median income voter. According to the standard
Meltzer-Richard-model, one would expect that the median voter prefers higher tax rates (sizes of the
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welfare state) if inequality is larger because the distance to the mean income increases with inequality.
Thus, the results above may simply reflect differences in the rational interests between the citizens of
different countries and not institutional adaptation of fairness beliefs, if countries with higher
redistributive power (either larger average tax rates or higher tax progressivity) have higher inequalities.
By controlling for inequality, I can test whether individuals’ in low tax countries still prefer less taxation
although the level of gross income inequality they experience is similar to high tax countries.

Contrary to the rational choice expectation, the results indicate a negative relationship between income
inequality and the fair tax level for the median voter (see Figure 3.5). However, in line with the results
above, I find that that the fair tax levels of median income earners increase with the average taxes in the
country. Thus, fair taxes correlate with objective tax rates even if I hold the level of inequality across
countries equal. The level of progressivity has a Null effect on the median voter but it increases
differences in the fair tax level between different income groups as would be expected (=0.0321,
p<.001; see estimates including macro level controls in Appendix E, model 4 & Appendix G Figure
A3.9). However, this has little effect on the estimated relationship between institutional tax progressivity
and income differences in fair tax progressivity (w/o controlling for the level of GDP and income
inequality: B=0.113, p<.001; controlling for the level of GDP and income inequality: f=0.124, p<.001).
Thus, I find no evidence for a positive relationship between average fair taxes and inequality (the effect
would even point in the other direction) and only a small effect indicating that people tend to accept
higher tax progressivity if income inequality in their country is higher. In contrast, holding the level of
inequality equal, respondents in high tax countries (high average tax or high tax progressivity) think fair
taxes for themselves are higher or think a high level of tax progressivity is fair. Hence inequality alone
might not be able to legitimize higher tax rates and the status quo tax system might be a strong
legitimizing force for individual taxation, which might explain why people’s preferences for
redistribution do not change in the face of inequality.
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Figure 3.5: Average predicted marginal effect of different macro variables (x-Axis) on the fair tax
rate of median income earners (respondents at the 5% income decile). Multi-level model with random
intercepts. 95% Confidence interval (whiskers) are calculated using heteroskedasticity robust standard
errors. Refer to the Methods section for a detailed description of the indicators. Predictions are based on
regression estimates reported in Appendix E Table A3.2 model 4. N=10,719, weighted. Source: ESS, OECD.
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Discussion

This chapter analyses whether fairness evaluations of individuals’ own tax rates (reflexive fair tax
evaluations) are linked to the actual tax system in place. Specifically, I expect that individual’s fair tax
rates would increase with the average tax rates in a country and that individuals’ fair tax rates will be
more stratified by income if the tax progressivity in the country is high. To test these hypotheses, I rely
on data from the European Social Survey (ESS) and compare tax fairness evaluations of individuals
from different income groups in 25 different countries. Descriptive results indicate that, first, individuals
living in high income tax countries (e.g. the Netherlands, Belgium or Austria) considered higher taxes
fair, compared to respondents living in low-tax countries (e.g. Switzerland or Estonia). Second, the
differences in perceived fair tax rates between the rich and the poor are more pronounced in countries
with strong income tax progressivity (e.g. Ireland, Italy or Belgium) than in countries with less
progressive income tax systems (e.g. Poland or Hungary). Using multi-level regressions, I show that
these results generally hold if I control for potential confounders at the individual level and at the macro
level. In sum, these results suggest a very close link between what is taxed in a country and what
individuals think they themselves ought to be taxed.

While it is regularly argued in public discourse that taxation always sparks opposition, the results
indicate that the opposite might be true: The normative power of being taxed is strong. This changes
individuals’ beliefs about fair tax shares and therefore also the aggregated acceptance of redistribution
by the welfare state, both on the spending side (average taxation) and on the revenue side (tax
progressivity). These results contribute to the debate about the broader effects of information on political
preferences. Past studies usually predict that information about the status quo allows individuals to
update their preferences for redistribution by reducing the bias in information (Bublitz 2022; Cruces et
al. 2013; Engelhardt and Wagener 2018; Ferndndez-Albertos and Kuo 2018). If individuals, however,
are biased by the status quo, information about lower tax progressivity could bias preferences (see also:
Pedersen and Mutz 2018; Trump 2018). Thus, rather than rational choice adaptation of preferences,
information about lower level of redistribution could influence people to think lower levels of inequality
are fair and lead to a reduction in preferences for redistribution.

In sum, the cross-country analysis revealed that fairness beliefs vary substantially between countries and
income groups and are strongly associated with the tax system in place. However, this constitutes no
direct evidence that the status quo in taxation causes these fairness beliefs. First, reverse causality is a
distinct possibility. Respondents likely shape the status quo via voting which could result in a
harmonized tax-fairness equilibrium that simply reflects differences in preferences between countries.
Second, the finding of differences in fairness attitudes between countries and income groups could stem
from different mechanisms than the proposed legitimizing effect of the status quo. For example,
individuals’ could use status quo taxation to get an idea about the size of inequality and adapt their tax
preferences accordingly. Because, I can only control for objective inequality and not for individuals
perceived inequality, the correlation could stem from confounding misperceptions of inequality. Third,
I only investigate reflexive tax attitudes: what individuals think they pay in tax and what they ought to
pay. However, to understand individual’s policy preferences it might be crucial not only to consider
what taxes they accept for themselves but also what they think others are paying and should be paying
in taxes, analysing tax perceived and fair tax progressivity not at the macro level but at the micro level.

To overcome these issues, the next chapter, analyses data from an Austrian survey experiment testing
whether information about the actual tax system in place (and thus changes in the perceived level of
taxation) changes people’s perceptions about fair levels of tax shares, while also controlling for
inequality perceptions. The idea is that individuals can update their information about the status quo
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which allows me to study whether this changes their tax preferences. This avoids potential confounders
of tax knowledge and tax fairness, excludes the possibility of reversed causality, and allows for analyses
of tax progressivity perceptions and fairness beliefs at the micro level.

39



Appendix (Chapter 3)

A Question wording

In the introduction of the module on income, respondents got informed by the interviewers that they will
be asked about their gross and net pay:

“In the following questions, I will first ask you about your gross pay before tax and compulsory
deductions, and then about your net pay after tax and compulsory deductions.”

Pay frequency:

“Thinking about your usual pay, which one do you know best?”

o Weekly pay
Monthly pay
Annual pay
Refusal
Don’t know

Gross/net wage:

“What is your usual weekly/monthly/annual gross pay before tax and compulsory deductions? And what
is your usual monthly net pay after tax and compulsory deductions?”
[Amount in own currency, Refusal or Don’t know]

Gross/net pay fairness evaluation:

“Would you say your gross/net pay is unfairly low, fair, or unfairly high?”

- If you think your pay is unfairly low, please choose a number from the left-hand side.
= If you think your pay is fair, please choose 0.
= If you think your pay is unfairly high, please choose a number from the right-hand side.

Unfairly low pay Unfairly high pay

E"‘:I’;’" Very sohrgfw slightly | gy oq | Stightly S‘L’gfw Very E";I’;’m (Refu-  (Don’t
unfair unfair unfair unfair unfair unfair unfair unfair sal) know)
-4 -3 -2 -1 0 +1 +2 +3 +4 7 8

Figure A3.1: Answer scale of fairness evaluation of gross and net incomes. Source: ESS-Source
Questionnaire.

Fair amount of gross/net pay:

“In your opinion, what would be a fair level of monthly gross pay for you? In your opinion, what would
be a fair level of monthly net pay for you?”
[Amount in own currency, Refusal or Don’t know/]
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B Further details on the indirect measure of tax fairness

Distribution of fairness evaluations

A relative majority of respondents think that their pay is fair. This holds for both gross and net pay
fairness. However, if pay is perceived as unfairly too low, it is more likely evaluated as more unfair if it
is net pay than if it is gross pay. Thus, on average, net pay is evaluated less fair than gross pay. Only a
small minority think that they earn unfairly too much. As mentioned in the method section I substitute
respondents’ fair pay with respondents’ self-reported amount of gross and net pay if they think that their
current pay is fair.

gross pay fairness

Low, extremely unfair 4.3
Low, very unfair

Low, somewhat unfair
Low, slightly unfair
Fair 40.9

High, slightly unfair
High, somewhat unfair

High, very unfair

High, extremely unfair

net pay fairness

Low, extremely unfair 55
Low, very unfair

Low, somewhat unfair
Low, slightly unfair
Fair 40.9

High, slightly unfair
High, somewnhat unfair

High, very unfair

High, extremely unfair

T T T T T T T T T T
0O 10 20 30 40 50 0O 10 20 30 40 50

Share of respondents in percent

Figure A3.2: Gross and net pay fairness evolution across all countries.

Distribution of perceived and fair tax rates

Histograms of the measures for perceived and fair taxes reveal strong bunching on several focal points
within the distribution. Thus, at least some individuals tend to use rough estimates to calculate their
differences in gross and net incomes and what difference they think would be fair. In line what one
might expect, the answers are more concentrated around these focal points for the normative fair tax
rates than for perceived actual tax rates because individuals can rely on their tax experience here. Only
very few respondents estimate their tax shares to be above 50%. This also suggests that estimates above
60 percent are outliers which could potentially distort the results. I therefore drop these individuals from
the analyses. However, this does not substantially change the main results of this chapter.
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Figure A3.3: Histograms of fair and perceived tax rates.

Relationship between income and reflexive fair tax rates

Figure A3.4 shows that the fair tax level increases with regard to respondent’s income position within
the country. While respondents from the first 4 deciles think that lower taxes than the average tax would
be fair for themselves, the opposite is true for individuals from the upper 3 income deciles. This result
is to be expected if individuals account for the tax progressivity in their country and think that
progressive taxes are fair. As the distribution shows a nearly linear relationship approximating
individuals’ fair tax progressivity by using a linear interaction between income and reflexive tax fairness

444

1 2 3 4 5 6 7 8 9 10
Income decile in country

evaluation seems appropriate.
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20
]

Fair tax
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0
1

Figure A3.4: Violin plots of fair tax beliefs (country demeaned) by income decile. White points
indicate the median, black bars indicate the interquartile range.
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Figure A3.5 shows the relationship between income and respondent’s estimated perceived and fair tax
rates by country. The graph further emphasizes the strong relationship between perceptions and fairness
evaluations but captures structurally similar information to Figure 3.1 and Figure 3.2 in the main text.
The country-specific panels are ordered from left to right and from top to bottom according to the macro
level indicator of tax progressivity (HU low tax progressivity — IE high tax progressivity).
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Figure A3.5: Estimated linear relationship between respondents’ income decile and their average
perceived as well as fair reflexive tax rate by country. Ordered by progressivity index.
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C Direct vs. indirect measures of tax fairness

Would respondents perceive tax fairness differently if asked directly? To answer this question, I rely on
data from the CRONOS project. This dataset contains responses from 2,929 individuals from Estonia,
Great Britain and Slovenia and pretested some of the measures used in the ESS 2018 which I am using
in the main analysis. CRONOS asked respondents directly about the fairness of the amount of taxes they
pay. Specifically, the question asked: “Thinking about the amount of income tax you paid in the last 12
months, would you say the amount of tax is unfairly low, fair, or unfairly high?” Respondents could
answer on a 11 Point Likert scale ranging from -5 = “extremely unfair too low” over 0 = “fair” to 5=
“extremely unfair too high”. Thus, we can compare the tax fairness resulting from the ESS indirect

question using the differences between individual’s fair and perceived tax rates (tqx/ - tax?) to this direct

question about tax fairness asked 1 year earlier.

o

Extremely unfair, high tax

Slightly unfair, high tax
Fair tax

Slightly unfair, low tax

Difference between Perceived and Fair tax rate
Fairness of personal income tax paid last year

Extremely unfair, low tax

I T T T T T
0 10 20 30 40 50 20 40
Share of respondents [%] Share of respondents [%]

Figure A3.6: Tax fairness using an indirect Figure A3.7: Tax fairness using a direct question
estimation approach (based on the share of fair
net and gross income)

Looking at the histograms of both variables in Figure A3.6 and Figure A3.7, one sees that both estimate
the share of respondents that perceive inequality to be fair at about 50%. Furthermore, in both estimates
the share of people reporting the tax share to be unfairly too high clearly exceeds those that report it to
be too low. Extreme answers more pronounced at the direct measure. This is especially promising
because only 12% of respondents in the ESS gave different fairness beliefs when considering gross and
net income fairness. In sum, while this is no direct test it provides some evidence that should not deviate
that much as structural characteristics of the distribution of these two measures of tax fairness are quite

similar.
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D Balance check for listwise deletion of missing values

Table A3.1: Balance table of final sample and dropped observations due to missing values.

(1) 2) t-test
Final Sample Dropped Difference

Variable N Mean/SE N Mean/SE _ (1)-(2)

Gender 10719 1.492 9911 1.497 -0.006
[0.005] [0.005]

Age 10719 43.687 9819 45525  -1.837™
[0.121] [0.137]

Self-employed 10719 0.113 9869 0.193 -0.079™
[0.003] [0.004]

Education: less than lower secondary 10719 0.020 9879 0.029 -0.009""
[0.001] [0.002]

Education: lower secondary 10719 0.102 9879 0.122 -0.020
[0.003] [0.003]

Education: lower tier upper secondary 10719 0.173 9879 0.177 -0.003
[0.004] [0.004]

Education: upper tier upper secondary 10719 0.190 9879 0.192 -0.003
[0.004] [0.004]

Education: advanced vocational 10719 0.166 9879 0.142 0.023™
[0.004] [0.004]

Education: lower tertiary education 10719 0.165 9879 0.148 0.017
[0.004] [0.004]

Education: higher tertiary education 10719 0.184 9879 0.184 -0.001"
[0.004] [0.004]

Children 10719 0.270 9873 0.237 0.032™
[0.004] [0.004]

Married 10719 0.509 9776 0.534 -0.024™
[0.005] [0.005]

Note: The value displayed for t-tests are the differences in the means across the groups.

+p<0.1,"p<0.05,"p<0.01,"*p<0.001
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E Regression table

Table A3.2: Coefficient estimates of linear multilevel models

(1) () 3) “) (%) (6)
RI RI RS RI Clust. SE RI
Fair taxes Fair taxes Fair taxes Fair taxes Fair taxes Fair taxes
Income 1.694™ 0.428" 0.435" -0.953™ -1.341 0.463"*"
(0.146) (0.191) (0.183) (0.357) (1.452) (0.0826)
Female 0.500" 0.546" 0.599" 0.499* -0.344 0.570™
(0.291) (0.303) (0.293) (0.181) (0.358) (0.181)
Age 0.0485"" 0.0406"" 0.0335™ 0.0380""" 0.0714™" 0.0324""
0.0134)  (0.0118)  (0.0118)  (0.00746)  (0.0148)  (0.00744)
Edu lower secondary 1.125 0.781 0.582 0.628 1.739 0.766
(0.832) (0.841) (0.797) (0.656) (1.034) (0.653)
Edu upper sec.1 1.816" 1.523* 1.231 1.354" 2.164" 1.5517
(0.846) (0.879) (0.841) (0.645) (0.819) (0.642)
Edu upper sec. 2 1.522" 1.318" 1.0717 1.180" 2.501* 1.248"
(0.690) (0.713) (0.649) (0.639) (0.899) (0.637)
Edu advanced voc. 1.594* 1.496" 1.174 1.283" 2.847" 1.278"
(0.823) (0.871) (0.806) (0.643) (0.959) (0.641)
Edu lower tertiary 1.307* 1.099 0.765 0.812 3.450™ 0.884
(0.772) (0.837) (0.794) (0.652) (1.064) (0.649)
Edu higher tertiary 1.759" 1.464 1.208 1.299" 2977 1.324"
(0.830) (0.890) (0.832) (0.651) (0.925) (0.649)
Self-employed 1.011° 1.031° 0.860" 0.809™ -0.160 0.767"
(0.539) (0.504) (0.485) (0.284) (0.536) (0.284)
children 0.207 0.162 0.136 0.133 0.474 0.0969
(0.208) (0.202) 0.211) (0.199) (0.277) (0.199)
married 0.0176 0.0337 0.0375 0.125 -0.147 0.143
(0.260) (0.251) (0.256) (0.186) (0.324) (0.186)
progindex -0.806™" -0.788"" -0.611™ -0.523"
(0.145) (0.127) (0.214) (0.234)
Income X progindex 0.124™ 0.124™ 0.113™ 0.110™"
0.0143)  (0.0141)  (0.00758)  (0.0204)
Average tax rate 0.648"*" 0.479"*" 0.718™" 0.725™
(0.117) (0.138) (0.121) (0.129)
Income Inequality -0.666™" -0.756™
(0.189) (0.216)
Inc. X Income Ineq. 0.0321** 0.0391
(0.00783)  (0.0325)
GDP 0.00848 -0.00729
0.0297)  (0.0363)
Progindex (tax) -1.037"
(0.171)
Income X Prog tax 0.111™
(0.00735)
Progindex (SSC) -1.015*
(0.560)
Inc. X Prog (SSC) -0.0315
(0.0207)
Avg. tax rate (tax) 0.878""
(0.132)
Avg. tax rate (SSC) 0.333"
(0.140)
AIC/R2 79280.5 78974.8 78763.7 76858.7 0.362 76807.7
Individuals 10719 10719 10719 10719 10719 10719
Countries 23 23 23 23 23 23

Note: RI = random intercept, RS = random slope (income) and intercept, dependent variable = reflexive
(own) fair tax rates. Robust standard errors in parentheses.*p < 0.10, *p < 0.05, *p < 0.01, **p < 0.001

46



F Regression estimates including a random slope for respondents’ income
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Figure A3.8: a) Average predicted individually perceived fair own tax rate depending on the average
tax rate in a country; b) Average marginal effect of income on individually perceived fair own tax
rate depending on the level of tax progressivity in a country. Multi-level model with random intercepts.
95% Confidence interval (shaded areas) are calculated using heteroskedasticity robust standard errors.
Refer to the Methods section for a detailed description of the indicators. Histograms represent the
distribution of macro level indicators in the sample of countries. Solid vertical line indicates the mean,
dashed lines marks +/- one standard deviation from the mean. Predictions are based on regression
estimates reported in Appendix E Table A3.2 model 3. N=10,719, weighted. Source: ESS, OECD.
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G Regression estimates including macro control variables inequality and gdp
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Figure A3.9: a) Average predicted individually perceived fair own tax rate depending on the average
tax rate in a country; b) Average marginal effect of income on individually perceived fair own tax
rate depending on the level of tax progressivity in a country. Multi-level model with random intercepts.
95% Confidence interval (shaded areas) are calculated using heteroskedasticity robust standard errors.
Refer to the Methods section for a detailed description of the indicators. Histograms represent the
distribution of macro level indicators in the sample of countries. Solid vertical line indicates the mean,
dashed lines marks +/- one standard deviation from the mean. Predictions are based on regression
estimates reported in Appendix E Table A3.2 model 4. N=10,719, weighted. Source: ESS, OECD.
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4) Perceived Tax Burdens and Just Tax Progressivity. Evidence from a
Survey Experiment

Seminal theoretical models predict that higher levels of inequality lead to more
redistribution. However, empirical studies only find mixed support for this mechanism.
Several studies suggest that these results stem from the fact that individuals are only
partially informed about their relative income position and the state of inequality in society.
Two different theoretical approaches explain the impact of accurate information. While
advocates of a utility perspective state that informing individuals about increasing
inequality will lead to more demand for redistribution, others argue that legitimization
mechanisms hinder this process and might lead to more acceptance of inequality. Using
data from a representative experimental survey, conducted in Austria in 2018, this chapter
focuses on a main tool for redistribution — tax progressivity. Concretely, I examine how
information on (i) one’s relative income position and (ii) the present structure of tax
burdens influences the tax progressivity respondents consider to be fair. The results
indicate that respondents on average overestimate tax progressivity but underestimate
actual tax burdens across all income levels. While informing people on their relative
income position does not affect their preferred just level of tax progressivity, information
on actual tax burdens leads respondents to adapt their just tax levels to the current taxation.
The latter effect is persistent, and not affected by the inclusion of controls on belief in
meritocracy, anticipated upward mobility, and political orientation.

Introduction

Since the 1970s, inequality has risen substantially inside the countries of the Western world, while tax
rates, especially for the richest, are declining (Atkinson 2015; Milanovi¢ 2016). This is counterintuitive
to the predictions of the standard macro-economic model as increased inequality should lead the median
voter to demand more redistribution (Meltzer and Richard 1981; Romer 1975). While studies found that
preferences for redistribution can explain increased governmental interventions (Alesina and Giuliano
2015), empirical evidence indicates that individuals do not adjust their preferences for redistribution to
rising inequality (Brooks and Manza 2013; Kenworthy and McCall 2008; McCall 2013; Mijs 2021).
This apparent lack in the adaption of preferences suggests that the formation process of attitudes is
crucial to understand the failing predictions of the Meltzer-Richard-model. Hence, this study focuses on
the potential mechanisms affecting the formation of people’s attitudes towards redistribution in view of
macro-economic changes and individual positions.

In recent years the assumptions of the Meltzer-Richard-model have been subject to several studies,
which suggested the expansion of the model (Dimick et al. 2018; Iversen and Goplerud 2018). A
prominent approach has been to revoke the full information assumption and implement limited
information as a mediator between macro level inequality and micro level perceptions of inequality
(Cruces et al. 2013). It is argued that people live in a segregated environment with people of similar
income leading to limited information concerning the distribution of incomes in society (Gimpelson and
Treisman 2018; Norton and Ariely 2011; Osberg and Smeeding 2006). Thus, people end up
underestimating the level of inequality in society, because the similarity of their own social network
biases their estimate of the level of inequality in society, which results in lower preferences for
redistribution than one would predict using objective levels of inequality. From this perspective,
informing individuals about their actual relative income situation should fix the apparent paradox of
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rising levels of inequality coexisting with steady or lower levels of preferences for redistribution (Iversen
and Soskice 2015; Windsteiger 2022).

A second line of research casts doubts on this proposed information fix of the “relative income
hypothesis”. In a series of experiments Trump (2018) showed that providing information on national-
level income inequality does not result in fairness adjustments of inequality according to utility
maximizing predictions. She and others point out that heightened perceived inequalities are often
justified and rationalized due to processes of legitimization (Haack and Sieweke 2018; Hing et al. 2019;
Mijs 2021). This shifts the focus away from the “rational” constraints of self-interest and draws attention
to the role of legitimacy as a strong predictor for how inclined individuals are to take action against
inequality (Harth et al. 2008; Reese et al. 2014). Mechanisms like status-quo bias, system justification,
and adaption can increase the amount of income differences considered to be legitimate in times of rising
inequality. Thus, the “fairness adjustment hypothesis” states that information about an increased level
of inequality results in lower preferences for redistribution because individuals increase the level of
inequality they find legitimate.

Using data from an experimental survey conducted in Austria in 2018, this study tests both, the relative
income hypothesis and the fairness adjustment hypothesis, in the context of fair levels of tax
progressivity. The focus on taxes rather than on general redistribution avoids the issue of
multidimensionality of redistribution pointed out by others (Barnes 2015; Cavaillé and Trump 2015)
and enables more direct questioning compared to general redistribution (Fernandez-Albertos and Kuo
2018).” To avoid possible endogeneity of information and fairness attitudes the empirical approach
adopts a two-level factorial design with information treatments to be able to assess the causal impact of
i) information on one’s relative income position and ii) information on the level of tax progressivity on
one’s perceived fair levels of tax progressivity.

Because status quo adjustment is supposed to be independent of the distributional fairness norms an
individual holds, this effect should not be confounded by equity norms that have been found relevant
for preferences for redistribution as well (Alesina et al. 2005; Mijs 2021). To test that and for other
variables that might explain changing attitudes to taxation, I provide robustness checks controlling for
stated fairness norms, social mobility expectations and political orientation.

The results indicate that respondents on average overestimate tax progressivity but underestimate the
actual tax burdens of all income levels. Subjective income positions are biased towards the middle of
the income distribution although underestimation of the rich is more pronounced than overestimation of
the poor. While informing people on the relative income position fails to affect individual’s stated levels
of fair tax progressivity, information on the actual tax burdens leads respondents to adapt their fairness
evaluations towards the current taxation. The latter effect is substantial in size and not affected by the
inclusion of further control variables.

In sum, this chapter provides evidence that the level of fair tax progressivity depends on the actual
perceived tax burden because people tend to use the current system as legitimacy anchor. Different
perceptions about the current level of taxation drive overall preferences in tax progressivity and thus,
are a prime determinant of preferences for redistribution. The study connects the debate about the impact
of information on tax perceptions to current research that stresses the importance of the status quo as
legitimacy anchor arguing that fairness is embedded in perception (Jasso and Wegener 1997a).

2 Progressivity refers to the concentration of tax payments on higher incomes. I make no claim on other policies
that may increase redistribution like transfer payments to those with low incomes. Although this focus reduces
theoretical applicability it greatly increases external validity as respondents can relate to their concrete tax burdens
rather than to abstract notion of redistribution in general.
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The following paragraphs give a short overview about recent extensions to the Meltzer-Richard model
and describe the two main theoretical explanations for the impact of information on preferences for
redistribution in more detail. Afterwards I describe the data and the research design of the study. The
next section provides descriptive evidence about misperceptions of relative income positions as well as
tax progressivity and relates them to the fairness attitudes of respondents. Afterwards I calculate the
effect of information on these attitudes controlling for perceptions and other covariates that are supposed
to impact fairness evaluations of tax burdens. Finally, the last section discusses broader implications of
these results for our understanding how individuals form preferences for redistribution.

Related literature

The empirical evidence of rising inequality levels stimulated research in social sciences combining
economic approaches with psychological and sociological theories to explain the rising inequality and
its acceptance (Alesina and Angeletos 2005; Barnes 2015; Mijs 2021; Piketty 1995; Svallfors 2013). In
recent years, debates about redistribution preferences have accelerated a shift away from self-interest,
which remains an important mechanism but now shares explanatory power with other factors (Cavaillé
and Trump 2015; Dimick et al. 2018; Iversen and Goplerud 2018). These studies suggest that the main
reason for the limited empirical value of the Meltzer-Richard model is oversimplification of the complex
situational mechanism (Hedstrdm 2005) that links macro level inequality to micro level preferences.*

To ease the illustration of this issue I make use of the fact that the Meltzer Richard-model can also be
conceptualized within the context of a micro-macro model of collective social action as popularized by
Coleman (1986) and further developed by Hedstrom and others (see e.g. Hedstrom 2005; Hedstrom,
Swedberg, and Hernes 1998; Raub and Voss 2017). Following Hing and co-Authors (2019) this model
is depicted in Figure 4.1. If all assumptions within the model are correct the Meltzer-Richard model
reduces to a simple macro-macro relationship between the level of income inequality and the equilibrium
preference for redistribution as described above (indicated by the dotted line “MR-model” in Fig. 1).
However, for this to be true the three connecting mechanisms on how people (i) perceive redistribution
relevant macro conditions, (ii) form beliefs about the present and (iii) adapt taxation preferences have
to follow a very strict pattern.

Debates about media distrust and fake news highlighted an important moderator of the established
determinants of redistribution preferences: information (Barnes and Hicks 2018; Boomgaarden et al.
2011; Damstra, Boukes, and Vliegenthart 2018). Studies showed that inequality and perceived
inequality are at best only weakly linked to actual changes in inequality (Gimpelson and Treisman 2018;
Hauser and Norton 2017) which highlights the importance of the sources of information for perception
formation (link A in Figure 4.1). This chapter focuses on mechanisms explaining the process of
evaluating perceived inequality and its impact on perceptions about fair redistribution in form of tax
progressivity highlighting processes B and D in Figure 4.1. The main question asks how information is
changing the relationship between individuals’ perceptions and their attitudes about fair levels of tax
progressivity.

The research on information and people’s perceptions about inequality resulted in two main predictions
about the impact of information: i) the relative income hypothesis and ii) the fairness adjustment
hypotheses. While the first line of research focuses on the immediate information environment of

30 Although other links might be important as well, studies show that redistribution preferences help to explain the
level of government intervention (Alesina and Giuliano 2015) (link C in Figure 4.1). Therefore, analyzing the
demand for redistribution might be most important to increase our understanding of the supply of redistribution
introduced by the welfare state (Rueda 2017).
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individuals and keeps the net maximizing micro model assuming evaluation equals net-maximizing, the
latter highlights the role of societal anchor points of fairness stating that net maximizing is only one
aspect in the process of evaluation. The next section will explain these two arguments in more detail and
derive hypotheses in the context of preferences for taxation.

MR-model

Macro-level Income

Inequality

Redistribution

h 4

Micro-level - Preference

formation

Figure 4.1: Extended Meltzer-Richard Model of Redistribution (adapted from (Hing et al. 2019))

The relative income hypothesis

The relative income position is central for the median voter model as voters must accurately assess their
income position in order to be able to maximize their after-tax income (Iversen and Goplerud 2018).
However, voters can gain only a limited amount of utility by actively informing themselves about tax
issues. Thus, only very few people should seek such information actively (Downs 1957). Therefore,
information about one’s own relative income in society should be a by-product of daily interactions.
This line of argumentation highlights the importance of social networks as well as public information.
Research has established that most people have social contacts with people who are similar to
themselves (homophily) (Larcinese 2005; McPherson et al. 2001) and people may use their social
surrounding as an indicator of inequality in society (Clark, Frijters, and Shields 2008; Cruces et al.
2013). Therefore, people should generally underestimate the right amount of inequality in society. Rich
individuals will have a high-income reference group overestimating the median income and
underestimating their own relative income position. The opposite should be true for the poor. Following
the relative income hypothesis respondents should adapt their social position if they are provided with
accurate information and adapt their redistribution preferences to maximize their after-tax income. This
results in the following hypothesis:

H1: Individuals who learn they are relatively poorer (richer) than they thought are more (less) supportive
of progressive taxation relative to individuals who are equally misinformed, but who do not learn their
true position in the income distribution.

Empirical research shows that most people in society have difficulties to accurately guess their relative
income position and may adapt more net-maximizing attitudes to taxes if they receive information on
their actual position. However, the results remain inconsistent, as several studies found information
effects only for certain subgroups: who overestimated their relative income position (Cruces et al. 2013);
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who issued right-wing political orientation or have a strong believe that financial success depends on
effort and not on luck (Karadja et al. 2016); or for the poor only (Fernandez-Albertos and Kuo 2018).

In sum, the relative income hypothesis highlights two aspects: segregation and the role of information
provided by public institutions. As social networks should be decisive for knowledge of one’s relative
income position, strong segregation might render the coexistence of rising inequality and lower demands
of redistribution not only possible but quite likely (Windsteiger 2022). Second, in a cross-national
perspective the supply of public information by schooling programs or other institutions could alter this
inequality information trap (Iversen and Soskice 2015). Hence, if the relative income hypothesis holds
true, providing information about income inequality should enable more rational decisions and overall
a more equal environment in which democratic decisions can be made.

The adjustment hypothesis

While the relative income hypothesis expands the idea of the Meltzer-Richard-model into the realm of
limited information, the general idea that one’s own relative income is the only relevant determinant of
one’s redistribution preferences remains unchanged. But as Trump (2018) noted recently, this focus on
the factors hindering the development of preferences for redistribution might be too narrow. From a
broader understanding of rationality individuals are expected to act not only because they benefit
from it but also because they believe that it is a good/fair thing to do and they have reasons to
believe so (Boudon 2003; Opp 1983). This highlights the role of perceptions of legitimacy and justice
as important preconditions for demanding redistribution (Harth et al. 2008; Reese et al. 2014). The
importance of these factors in allocation decisions has been pointed out recently by several experimental
studies (Balafoutas et al. 2013; Durante et al. 2014; Esarey et al. 2012; Kittel et al. 2017, 2015).

The focus on fairness considerations as an important enabler of demand for redistribution highlights an
old notion in social psychology that “what is” tends to become the basis of “what ought to be” (Homans
1973). Three factors seem decisive for this process: First, the human tendency to anchor numeric
estimates on recently or frequently seen numbers (Eidelman and Crandall 2009; Kahneman and Tversky
1979; LeBoeuf and Shafir 2009; Pedersen and Mutz 2018) biases results in the direction of the anchor.
Second, system justification theory argues that new information is biased in favor of interpreting it
without challenging our own pre-existing beliefs to avoid psychological discomfort (Costa-Lopes et al.
2013; Jost and Banaji 1994). Three, market societies are normatively and institutionally embedded
which tends to strengthen arguments that are in line with the status quo and promotes adaption as
inequalities become normalized (see also: moral economy approach: (Koos and Sachweh 2019; Sayer
2007)). Hence, the issue relates to the normative context as information might moderate one’s
assessments about one’s own fair share of the benefits and burdens in society (Lupu and Pontusson
2011; Shayo 2009).

The proposed adjustment mechanisms of status quo bias and system justification have already been
analyzed by Trump (2018), who was able to show that receiving information about unequal incomes in
the US and Sweden causes individuals to increase perceive that higher levels of income inequality are
legitimate. Furthermore Haack and Sieweke (2018) have shown that adaption is a subtle but powerful
mechanism that links the collective legitimacy of inequality to individual’s acceptance of inequality.
Following these results, I contrast the relative income hypothesis that highlights the importance of
bounded rationality, with the adjustment argument focusing on the role of perceptions about the present
state of society and its legitimacy.

H2: Individuals who learn that they under- (over)estimated the current level of tax progressivity should
be more (less) supportive of progressive taxation relative to individuals who are equally misinformed,
but who do not learn the current level of tax progressivity.
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To assess the fairness of the distribution of tax burdens, assessments (estimates) about the current state
of these burdens are necessary, but empirical studies have shown that these are often highly incorrect
(Kalleitner and Kittel 2018; Liebig and Mau 2005; Slemrod 2006). This point is often raised in the
discussion about fiscal illusion (Cullis and Jones 1998:404; Wagner 1976). People cannot ascertain the
influences of different tax brackets on their income and therefore, tend to underestimate the burden of
indirect taxation (Blaufus, Bob, Hundsdoerfer, Kiesewetter, et al. 2013; Sausgruber and Tyran 2005).
These effects are not independent of one’s income. Higher income groups tend to know more about
taxation and its impact and behave more according to their intentions (Blendon et al. 2003; Kalleitner
and Kittel 2018). Thus, information inequality on the present distribution of tax burdens might be an
important link decoupling preferences for redistribution from inequality changes.

The adjustment hypothesis states that just rewards are based on the typical reward for other people.
Following results in other fields (Auspurg et al. 2017; Berger and Webster Jr 2006; Shamon and Diilmer
2014) I expect that this effect will remain consistent if stated beliefs which have been found relevant for
preferences for redistribution like one’s political position (Karadja et al. 2016), effort orientation
(Alesina et al. 2005; Mijs 2021) or social mobility expectations (Alesina and Giuliano 2015; Bénabou
and Ok 2001) are controlled for.

Design and measurement

Sample

The empirical analysis in this paper is based on data from a web survey experiment fielded in Austria
in fall 2018. The module was part of the PUMA survey VI and administered by the Austrian federal
statistics agency. The dataset was specifically designed to test the mechanisms discussed in the previous
sections. The sample was partly drawn from the federal household register (N1=976) and from an online
panel run by the government agency for public statistics in Austria (N,=976) (PUMA 2018). A total of
1088 (response rate: 55.7%) individuals completed the survey. Since the data includes extensive
information of people on the sampling list, I partly compensate for nonresponse error by weighting the
data. All estimations discussed in the results section include these weights, but the unweighted results
are substantively similar.! The full dataset is available online (PUMA 2019).

As Cruces et al. (2013) and others have pointed out, there are several possibilities of recovering
subjective probability distributions for a continuous variable like income or tax levels (see also Hurd
2009; Manski 2004). Two prominent possibilities include eliciting determined points of the distribution
(Eriksson and Simpson 2012; Hauser and Norton 2017) or asking individuals about their perceived
relative position in the distribution. The subjective relative income has been in the focus of several
studies published recently (Cruces et al. 2013; Engelhardt and Wagener 2018; Ferndndez-Albertos and
Kuo 2018; Karadja et al. 2016). For comparability reasons and consistency, the question wording used
here mainly follows these previously tested items. A difference is the focus on individual income rather
than on household income. The use of household level income in the literature is mainly produced by a
lack of information on incomes of individuals and because tax or redistribution systems in some
countries are based on calculations of tax liabilities and benefits on the household level. This is only
partly true for Austria, in which especially the progressive income tax is mostly calculated focusing on
the income of the individual (exceptions are mostly with regard to children and deductions), thus this
study uses question about incomes and tax burdens on the individual, rather than on the household level.

Experimental surveys are widely used to assess the causal impact of treatments (Mutz 2011). In this
experiment respondents were randomly assigned to a control group, a relative-income information

31 Data is weighted by gender, age, highest completed level of education and urbanization of home town.
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treatment group, a tax information treatment group and a combined information treatment group (Table
4.1).* The following chapter describes the treatments in detail and explains the estimation strategy for
the tax and income questions.

Table 4.1: Allocation of respondents

Experimental Groups Rglatlve fneome Tax information Probgblhty of
information Assignment
Control Group No No 0.25
Treatment Group 1 Yes No 0.25
Treatment Group 2 No Yes 0.25
Treatment Group 3 Yes Yes 0.25

Measuring actual and perceived income

Personal gross income was measured using 22 income categories. The respondents had to report their
total gross income per month (which is commonly known in Austria). 0.6% of the respondents failed to
provide an income and were excluded from the analysis. I avoid directly asking respondents their income
in an open-ended response, as this could result in higher measurement error, as well as a higher
probability of non-response. However, this approach risks informing respondents about their relative
income positions, but results indicate that this issue had no big impact on relative income estimates (see
Chapter 5, Appendix B for further information).

After stating their own income, respondents with an income greater than zero were asked to estimate
their own perceived relative income position in Austria. The survey varied randomly whether people
were asked to assess the share of people over their own income position or below them to avoid an
anchoring bias (for further details refer to Appendix C and Chapter 5).

There are 6.8 million income earners in Austria. Which part of them you guess has a
lower/higher yearly gross income than you???

Half of respondents were then provided with their objective relative income position which was
calculated using the endpoints of the corresponding gross personal income category they provided
earlier in the survey and the official governmental estimates of the overall distribution of incomes in
Austria based on tax records (Statistik Austria 2018).

You guessed X%. Based on your income level, the latest studies conducted by Statistic Austria
indicate that there are between Y% to Z% with an income lower/higher than yours.

Depending on the accuracy of the respondent’s answer the survey also displayed one of the following
messages:

(1) In fact, there are more individuals with a lower/higher income than yours than you believed.
(2) You were right about how many individuals have a lower/higher income than yours.
(3) In fact, there are fewer individuals with a lower/higher income than yours than you believed.

32 In the realized sample, the random allocation of (unit) non-response might nevertheless trigger some
correlations. I therefore also checked the confounding patterns in the realized sample. The only significant
correlation of one of the treatments with a sociodemographic variable was 0.08 between the question wording and
highest level of completed education. In addition, I did not find any substantial correlation between treatments and
respondents’ characteristics (refer also to Appendix D).

33 Notes further specified (i) the group of income earners and (ii) the yearly gross income. The information read
as following: (i) “This group includes part- and full-time employees, as well as people receiving pensions.
Individuals that have not worked all year long are included as well.” (ii) “This income is the total yearly gross
income defined as wage income before taxes. This includes the 13" and 14% monthly income. Pensions are also
included, but not public transfers like unemployment benefits and study assistance.”
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Measuring Tax Rate, Tax Progressivity Preferences and Tax Justice

Several authors argued that redistribution might have different dimensions (e.g. redistribution from / to)
which could explain contrasting results on the effects of independent variables (Barnes 2015; Cavaillé
and Trump 2015). For these reasons the paper focuses not on general redistribution preferences but on
the perceived and fair total tax burdens measured on pre-defined points in the income distribution.

Present research on tax perception strongly relies on income tax questions, due to its redistribution
characteristics and the more salient structure of direct taxes (Fernandez-Albertos and Kuo 2018). But
the income tax is only one part of the total tax burden. In the EU taxes on production and imports are
about as high as taxes on income and wealth or net social contributions (around 13% of GDP) although
the rates vary considerably between the member states (Eurostat 2017). An analysis of German data
suggests that large numbers of respondents misestimate their tax burdens because they have difficulties
to distinguish between taxes (Blaufus, Bob, Hundsdoerfer, Sielaff, et al. 2013) and cannot easily
distinguish marginal and average tax rates (Kalleitner and Kittel 2018). This study overcomes this
problem using newly established data to provide the respondents with rates of tax burdens including all
major direct and indirect taxes (Humer and Moser 2016).This way [ am able not only to evaluate whether
respondents want more or less redistribution but also which part of society they think should benefit
more. As the question who should benefit is likely to be closely linked to the question which parts of
society people think deserve benefits, I can also evaluate the influence of specific fairness norms like
equity on these issues.

Following the approach of Fernandez-Albertos and Kuo (Fernandez-Albertos and Kuo 2018)
respondents were first asked what percentage of income an individual pays in taxes if the individual’s
monthly income is 1200 euros. They were then asked the same preferred tax rate question for incomes
for an individual earning 2200, 3200, and 6,000 euros/month, respectively.**

Afterwards, half of the respondents were provided with information about the current level of tax
burdens of the four income groups:
According to estimates, individuals with the following gross income levels payed on average
approximately the following percentages of their income in taxes and dues.

A personal gross income of about 1200 Euros had an average tax burden of about 29%. You
answered X%. [Same with income levels: 2200, 3200 and 6000.]

Finally, all respondents were asked to state the percentages of tax rates for the four respective income
groups that they consider fair.¥ I use these respondents’ tax preferences to calculate two different
measures of preferences of tax progressivity (Stroup 2005; Urban 2009). The first measure is the
logarithmic ratio of the top tax rate to the bottom tax rate (incomes of 6,000 versus 1200 euros).*® The
second measure of progressivity preferences is the standard income concentration ratio known as the
concentration coefficient (Kakwani 1977). This coefficient (C) can be calculated via the following
expression:

T_ * * R
:ZZt 1ft‘u/it t_q

C

34 These earnings correspond approximately to the 20™ 50 75% and 90™ income percentiles in Austria according
to tax records. Although tax records tend to underestimate actual incomes, I use this source to stay in line with the
data used to calculate the tax burdens of individuals. Own translation for the full question wording in English and
in the German original (in the presented layout) refer to Appendix A.

3 For the full question wording refer to Appendix A.

36 Because the logarithm of zero is not defined I follow the approach of others in the literature and recode this
answers to 1 (Fernandez-Albertos and Kuo 2018).
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Where f; refers to the population share of group t, y; its tax rate, R; the fractional rank in the income
distribution, and p the overall tax rate. A higher concentration coefficient indicates greater progressivity
of the proposed tax scheme.’’

Controls

I measure belief in meritocracy using a German translation of the question wording in the General Social
Survey (GSS). Trust in tax authorities is measured utilizing a question of the ESS 4 that asks respondents
whether they believe tax authorities treat everybody equally. Expected social mobility is calculated using
the difference between current and expected subjective social position in 5 years (the question wording
is adapted from the ESS round 6). The social dominance orientation measures how group-based
inequality and social hierarchies are accepted and tolerated. It is considered to be a central ideological
variable that influences political orientation and correlates highly with a the standard left-right
orientation (Aichholzer 2019). I utilize the KSDO-3 measure suggested by Aichholzer (2019) (C. alpha
= 0.45) which represents a shortened version of the SDO-7 scale by Ho et al. (2015) (detailed question
wording in Appendix B).

I further control for the level of education (measured in 14 categories, recoded to four categories using
the ISCED classification), employment status, age in years and gender (refer to Appendix D for
descriptive statistics on these variables).

Results

Observational Results

Figure 4.2 displays the distribution of perceived income deciles and its correspondence to the calculated
actual positions using the midlevel of the gross income categories provided by the respondents. The
distribution reveals a disproportionately high number of mid- to high-income earners who participated
in the survey. The general trend follows the relative income position quite accurately, resulting in a
correlation between objective and relative income of 0.46. However, I observe higher shares of middle
incomes (3-7 income deciles) than what would be expected assuming an equal distribution of error. This
is also supported looking at Figure 4.3 which displays the average answers of respondents in the 22
income categories. As expected, lower income groups tend to overestimate their relative income, while
the rich tends to underestimate their position. Thus, the descriptive results support the relative income
argument that individuals will level the amount of inequality, underestimating their relative income
difference from the median.

37 To compute the concentration coefficient, I assume that all four income groups the respondent is asked about
are of equal size. I choose not to drop non-monotonic answers which does lead to concentration coefficients below
0. This results in 43 respondents with a concentration coefficient smaller than 0 for the perceived taxes and 6
respondents for the fair taxes. I recalculated the regression analyses reported below dropping these cases and found
no substantial differences to the results reported here.
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Figure 4.2: Distribution of perceived (black) and Figure 4.3: Actual and perceived relative
actual (white) income decile. N=1,006. income over the income distribution. The solid
45-degree line illustrates the no-bias case. N= 1,006.

I now analyze perceptions of actual and fair levels of tax progressivity in the control group using the
two measures described above. Figure 4.4 displays a violin plot of the perceived- and fair logarithmic
ratio between top and bottom tax ratios. As indicated by the solid vertical line, most people (73.7%)
overestimated this measure compared to the current rate in Austria. Quite similar results can be reported
when looking at the tax concentration displayed in Figure 4.5. Again, the majority (62.6%)
overestimated the progressivity of the tax system. These results stem from the fact that respondents
underestimated the tax burdens for all income classes, but this error grows larger the lower the income
of the evaluated tax bracket which leads to the overestimation of the level of progressivity (refer to
Appendix E for violin plots of perceived and fair tax responses of each income class respectively).

Comparing fair and perceived tax progressivity one clearly sees that respondents indicate higher top
bottom tax ratios would be fairer compared to their perceived ones (t = 6.13, df = 506, p<0.01) and
describe a higher tax concentration as fair than those perceived (t=8.00, df =511, p<0.01). In sum, this
indicates that respondents tend to overestimate the level of tax progression and would indicate that even
more tax progression would be fair. This result would be in line with a relative income interpretation in
the context of rising inequality. But do fairness perceptions depend on one’s relative income position
and the perception of the actual tax progressivity? The following chapter will investigate these questions
focusing on the effects of the information treatments.
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Figure 4.4: Violin plot of perceived and fair tax Figure 4.5: Violin plot of perceived
ratio in the control group.38 The solid vertical line concentration in control group. The solid
illustrates the actual log tax ratio in Austria. Point vertical line illustrates the tax actual concentration
estimates display the mean and 95% confidence in Austria. Point estimates display the mean and
intervals. Nperc. = 260, Nfair= 265. 95% confidence intervals. Nperc. = 260, Nfair = 264.

The relative income hypothesis

Because the relative income hypothesis argues that the impact of information on the relative income
should depend on the prior misconceptions, I split the sample into three groups.** Respondents of the
first group underestimated the relative income position prior to the information treatment, the second
overestimated the relative income position and the third estimated the relative income position correctly.
Underestimation (overestimation) is defined by estimating one’s own relative income position lower
(higher) than the lower (upper) boundary of the respondent’s gross income category. This corresponds
to error bands of 3—10 percentage points.*

Table 4.2 indicates the relevant estimates of the regressions.*' I do not find statistically significant effects
of the relative income information treatment on one’s levels of just tax progressivity, regardless of the
measure used. Furthermore, I do not find evidence for the proposed net-maximizing mechanism as also
the relative income position of an individual fails to reach statistically significant levels except for model
5 or shows a small borderline statistically significant effect in the opposite direction as predicted (model
3).%2 To stay comparable to previous studies (Cruces et al. 2013; Fernandez-Albertos and Kuo 2018;
Karadja et al. 2016) 1 do not control for respondent’s perceived tax progressivity here. However,
controlling for perceived tax ratio or perceived tax concentration does not substantially change the
effects of either the info treatment or the income percentile.

38 I show estimates of the group which did not receive information on the relative income position only to avoid a

possible bias in the distribution.

39 An alternative approach of calculating information effects estimating interactions used by others (Albacete,
Fessler, and Lindner 2022; Karadja, Mollerstrom, and Seim 2016) produces substantially similar results.

40 Respondents received further information about the direction of the misconception based on this calculation as
mentioned above in the data section. The results remain robust if T drop the lowest income category which had the
highest possible error bands.

4! For descriptive statistics on all variables refer to Appendix D.

42 This result remains the same if the objective relative income position is replaced by the perceived relative income
position with one exception the income becomes significant -0.013 p<0.05 in model 2 which follows the
expectations of the relative income hypothesis.
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Table 4.2: OLS-Estimates of the effect of relative income information on perceptions about fair tax
progressivity

Just Tax ratio Just Concentration
(1) (2) (3) (4) (5) (6)
Prior is Prior is Prior is Prior is Prior is Prior is
Poorer Richer Correct Poorer Richer Correct
Info treatment 0.0003 0.341 -0.049 0.009 0.031 0.005
Relative income pos. (0.118) (0.212) (0.270) (0.013) (0.026) (0.035)
Income percentile 0.001 -0.011 0.012+ 0.0001 -0.002* 0.001
(0.003) (0.007) (0.007) (0.0004) (0.001) (0.001)
Observations 327 102 68 326 102 67
R2 0.090 0.163 0.227 0.094 0.177 0.156
Adjusted R2 0.059 0.061 0.076 0.062 0.077 -0.013

Note: *p<0.1, "p<0.05, “p<0.01, **p<0.001. Standard errors in parentheses. Controlled for gender, highest
level of education, employment status and question anchor (estimates not shown). Sample only contains
respondents who received no treatment or the relative income position information treatment only.

The adjustment hypothesis

The adjustment hypothesis argues that the level of fair tax progressivity is anchored in perceptions of
current tax progressivity and that information should lead individuals to adapt their perceived fair levels
to the current situation. Again, I divide the sample according to the prior misconception of the two tax
measures.* To do so, I split the sample by 1/4 standard deviation in perceived tax progressivity
indicating over-/underestimation.

The statistically significant main effects of perceived tax ratio and the perceived concentration
respectively indicate the tendency that higher perceived tax progressivity leads to higher levels of
perceived fair tax progressivity levels (Table 4.3, model 1 and 4). Informing people about the current
level of tax progressivity leads individuals to demand less progressivity if they overestimated tax
progressivity in line with the expectations of the adjustment hypothesis. Contradictory to the
expectations, however, information about the current level of tax progressivity does not lead respondents
to increase their just levels of tax progressivity if respondents underestimated the amount of tax
progressivity in Austria. I attribute these insignificant results in model 2 and 4 to the very small number
of respondents who underestimated the level of tax progressivity. The info treatment had no statistically
significant effect on those who correctly estimated the level of tax progressivity as one would expect.
Similar to the results reported above concerning the relative income treatment, the relative income
position again does not reach significant levels or shows weakly significant effects in both directions.**
In sum the results indicate a consistent legitimacy anchoring in the perceived amount of taxation that is
adaptable to information. This way the information does not revoke the baseline effect of perceptions
but moves the legitimacy anchor.

43 Again the alternative approach of calculating information effects estimating interactions produces substantially
similar results.

4 An exception is the negative effect of income in model 4. These results remain the same if the objective relative
income position is replaced by the perceived relative income position with one exception the income becomes
significant -0.010 p<0.01 in model 1. This does not change any of the information effects or the baseline effect of
perceived tax progressivity.
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Table 4.3: OLS-Estimates of the effect of tax-progressivity information on perceptions about fair tax
progressivity

Just Tax ratio Just Concentration
(1) (2) (3) (4) (5) (6)
Prior is Prior is Prior is Prior is Prior is Prior is
Higher Lower Correct Higher Lower Correct
Perceived tax ratio 0.660™" -0.192 0.356
(0.070) (0.409) (0.537)
Perceived tax conc. 1.248+ -1.118+ 0.543
(0.736) (0.605) (1.676)
Info treatment taxation -0.517"" 0.203 0.141 -0.331™ 0.055 0.021
(0.110) (0.259) (0.118) (0.108) (0.071) (0.052)
Income percentile -0.0002 0.013+ -0.007+ -0.010™ 0.0003 -0.0001
(0.003) (0.007) (0.004) (0.003) (0.002) (0.002)
Observations 281 56 128 293 81 89
R2 0.356 0.299 0.148 0.106 0.268 0.067
Adjusted R2 0.330 0.124 0.067 0.071 0.151 0.002

Note: +p<0.1, "p<0.05, *p<0.01, **p<0.001. Standard errors in parentheses. Controlled for gender, highest
level of education, employment status (not shown). Sample only contains respondents who received no
treatment or the tax information treatment only.

Finally, I combine the two samples and analyse the treatment effects in combination. To avoid further
fragmentation of the sample I estimate the effects of the information treatments with an interaction
between dummy variables indicating prior bias compared to respondents correctly estimating current
tax progressivity or their relative income position (specified similar as above to split the samples) and a
binary variable indicating the treatment. As visible in Figure 4.6 and Figure 4.7 the effects closely
resemble the results indicated in Table 4.2 and Table 4.3. Again, coefficients of the information on the
relative income position do not reach statistically significant levels in any of the models. Thus, the
analyses fail to provide evidence in line with H1 derived from the relative income hypothesis. Note
however, that the effect of relative income position is now statistically significant and negative as one
would expect. Displaying consistent effects of tax information in line with the adjustment hypotheses,
the estimations support H2. Again, the levels of perceived tax progressivity have a substantial effect on
the reported just levels of tax progressivity. This holds also true if I use a split-sample approach, again
providing evidence that the tax information treatment leads respondents who overestimated the tax
progressivity to decrease their reported just levels of tax progressivity (for regression estimates of the
full sample, see Appendix F).

To further check the robustness of these effects, I add several controls to the model. The information
effects and anchoring should not depend on effort appreciation, mobility perspectives or political
orientation of the individual. The estimates reported in Figure 4.6 and Figure 4.7 (Appendix F, Table
A4.3) suggest that this holds true. Although these factors are important the adjustment mechanism seems
to be independent of an individual’s political orientation, justice norms, trust in tax authorities or
expected social mobility. All variables have effects in the expected direction: Belief in effort
(meritocracy) reduces one’s fair levels of tax progressivity (only sig. for tax concentration); higher
expected social upwards mobility reduces one’s fair levels of tax progressivity (only sig. for tax ratio);
higher values on the social dominance scale indicating lower acceptance of group-based inequality and
social hierarchies (which is also a proxy for left-leaning political orientation) increase one’s fair levels
of tax progressivity; increased beliefs that tax authorities treat everyone equally leads to lower levels of
fair tax progressivity. The latter effect might be explained by the fact that those who believe that tax
authorities treat everyone equally correlates with those who appreciate the status quo leading to lower
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perception — fairness differences than for those who think state authorities give special advantages to
certain people.

el perceived relative income =
perceived relative income

perceived concentration =
perceived tax ratio

g informed richer =
informed richer
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Figure 4.6: Regression estimates (OLS) of Figure 4.7: Regression estimates (OLS) of effects
effects on fair tax ratio*s on fair tax concentration

Note (Figure 4.6 & Figure 4.7): All continious variables are mean centered and divided by their standard
deviation (Z-standardized). Whiskers indicate 95% confidence intervals. Regressions further controll for
gender, highest level of education, employment status, question anchor, main effects of treatments and
prior bias (not shown). Refer to Appendix F Table A4.3 for the full regression estimates.

Discussion and Conclusion

Income, relative income position and information on one’s income position do not predict a respondent’s
perceived level of fair tax progressivity. Thus, providing information about higher levels of inequality
(or lower levels of tax progressivity) might not fix the paradox of rising inequality and lower level of
preferences for redistribution. Informing people about the amount of redistribution in society might even
increase inequality as the paper finds strong evidence that perceived tax progressivity is a strong
predictor of the amount of tax progressivity considered fair and that tax information induces people to
adapt their perception of fair tax progressivity to the present state. This reduces the fair tax ratio between
top and bottom and the amount of fair tax measured by the Kakwani tax concentration index. Hence
informing people about a low level of redistribution in an unequal society might decrease the amount of
redistribution found to be legitimate. These results are in line with earlier studies that focused on the
impact of information on income inequality (Trump 2018).

While, I have so far interpreted the results to indicate fairness adjustments to the status quo it could be
that the case that these effects are driven by self-interest if overestimation of tax progressivity is
concentrated among the rich and they decrease the level of tax progressivity they perceive fair when
they are informed that the actual tax progressivity is lower (self-serving fairness adjustments).
Moreover, while these results are related to the ones presented in Chapter 3, I did not focus on
individuals’ reflexive tax burden but on the perceived and fair tax progressivity of individuals. To
address both these concerns, I also tested whether informing people about the tax rates their income tax
group pays leads people to adapt their fair tax beliefs. Results reported in Appendix G suggest that this
is the case for people who underestimated their tax rate prior to the information treatment (which was
the most common misperception). Thus, status quo adjustment leads individuals not only to adjust their
beliefs about fair levels of tax progressivity but also about fair levels of their own tax rate which connects
well with the results reported in Chapter 3. Is this adjustment self-serving in the form that only the poor

4 1 show estimates of the group which did not receive information on the relative income position only to avoid a
possible bias in the distribution.
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increases their reflexive tax fairness because they expect future redistribution anyway? Accounting for
possible heterogenous treatment effects between income groups, I find that low, middle, and even high-
income earners all increase their reflexive fair tax rates suggesting that status-quo adjustment is not
simple self-serving belief adjustment.

This study enriches the existing literature on the formation of preferences for redistribution in several
ways: First, by focusing on differences between perceived and actual taxation, results indicate a strong
relevancy of the status quo bias in perceived taxation fairness. Second, measuring tax preferences on
various income levels made it possible to go beyond general redistribution preferences and assess the
shape and target group of the preferred tax burdens. Finally, the analysis connects the debate about the
impact of information on tax perceptions with current research that stresses the importance of fairness
norms and political orientation for preferences over redistribution. While the results indicate the
relevancy of these factors, the impact of perceptions remains crucial. Future work might build on these
results and focus on the link between perceptions and fairness attitudes.

This chapter provided necessary causal evidence in support of the adjustment mechanism suggesting
that at least parts of the strong correlations between actual tax progressivity and just tax progressivity
found in Chapter 3 is driven by people’s tendency to adapt their fairness beliefs to the status quo.
However, the study also indicated that, again, relative income information fails to change people
attitudes about redistribution via taxation, although people have highly biased perceptions about their
relative income positions prior to the information treatment. One reason for this failure to adapt could
be that people’s perception are not simple indicators of their information but also reflect how they want
to see the world and their place within it. Hence, perceptions might represent quick guesses that express
more their attitudes, about what is wrong with society or their situation (e.g. concerns about inequality
or relative deprivation), than their actual perceptions about where they stand relative to others in society.
A second related reason might be that individuals are not only biased by the structural conditions such
as segregation but also by the methods researchers use to elicit individuals’ perceptions of their relative
income position. Especially the direction of comparison (richer/poorer) might influence people to
process not only inequality information differently but also to use these anchors of comparison as a hint
for what could be considered fair in a given situation. The following chapter tests these arguments.

63



Appendix (Chapter 4)

A: Questionnaire of the Survey Experiment

(in the German original, screenshots of the presentation layout)
Perceived relative income position:

Stellen Sie sich vor, Sie bekommen Ihr derzeitiges Einkommen 14-mal im Jahr ausbezahit.

Welcher Anteil der rund 6,9 Millionen Einkommensbeziehenden? in Osterreich schitzen Sie, hat dann ein
héheres Brutto-Jahreseinkommen? als Sie?

1In dieser Gruppe sind unselbststandige Vollzeit- oder Teilzeit-Erwerbstatige, Lehrlinge sowie Pensionisten und Pensionistinnen enthalten.

Auch Personen, die nicht das gesamte Jahr liber Einkommen bezogen haben, sind inkludiert.

2Unter Einkommen verstehen wir die jahrliche Summe der Bruttobeziige, definiert als Lohneinkommen vor Steuern. Dies inkludiert das 13.

und 14. Monatsgehalt. Pensionen sind ebenfalls inkludiert. Staatliche Transfers, wie Arbeitslosenunterstutzung und Studienbeihilfen, sind
nicht inkludiert.

Tragen Sie hier den geschatzten Anteil ein: ] %

Info treatment on the relative income position (example):

Ihre Schitzung lautete 25%.

Auf Basis der letzten Daten der Statistik Austria und einer Hochrechnung aus Ihrem derzeitigen Einkommen
haben etwa 56%—61% der dsterreichischen Einkommensbeziehenden ein héheres Jahreseinkommen als Sie.

Tatsdchlich gibt es mehr Personen mit einem héheren Einkommen als Sie angenommen haben.

Perceived tax progressivity:

Wie viel schitzen Sie zahlt eine Person mit folgenden durchschnittlichen monatlichen Brutto-

Gesamteinkommen1 insgesamt an Steuern und Abgaben?

Hierunter verstehen wir sowohl Einkommenssteuern, Kapitalertragssteuern als auch Sozialversicherungsbeitrage und Konsumsteuern (wie
etwa die Mehrwertsteuer).

1 Die Person bekommt dieses Gehalt 12-mal im Jahr. Das 13. und 14. Monatsgehalt sind in diesem Betrag bereits inkludiert.

Eine Person mit einem Einkommen von 1200 Euro zahlt % an Steuern und Abgaben.
Eine Person mit einem Einkommen von 2200 Euro zahlt % an Steuern und Abgaben.
Eine Person mit einem Einkommen von 3200 Euro zahlt % an Steuern und Abgaben.
Eine Person mit einem Einkommen von 6000 Euro zahlt % an Steuern und Abgaben.
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Info treatment on actual tax progressivity in Austria (example):

Berechnungen zufolge zahlten Personen mit den folgenden Bruttoeinkommen durchschnittlich in etwa die
folgenden Prozentsitze an Steuern und Abgaben:

Ein persénliches Bruttoeinkommen von etwa 1200 Euro wurde durchschnittlich mit rund 29% belastet. Sie haben 29%
geantwortet.

Ein personliches Bruttoeinkommen von etwa 2200 Euro wurde durchschnittlich mit rund 35% belastet. Sie haben 35%
geantwortet.

Ein persénliches Bruttoeinkommen von etwa 3200 Euro wurde durchschnittlich mit rund 40% belastet. Sie haben 40%
geantwortet.

Ein persénliches Bruttoeinkommen von etwa 6000 Euro wurde durchschnittlich mit rund 47% belastet. Sie haben 47%
geantwortet.

Perceived fair tax progressivity:

Welchen Prozentsatz an Steuern und Abgaben des monatlichen Bruttoeinkommens wiirden Sie als gerecht
ansehen?

Fir eine Person mit 1200 Euro monatlichen Bruttoeinkommen waren % an Steuern und Abgaben gerecht.
Fir eine Person mit 2200 Euro monatlichen Bruttoeinkommen waren % an Steuern und Abgaben gerecht.
Fiir eine Person mit 3200 Euro monatlichen Bruttoeinkommen waren % an Steuern und Abgaben gerecht.

Fur eine Person mit 6000 Euro monatlichen Bruttoeinkommen wéren % an Steuern und Abgaben gerecht.



B: Question wording of control variables:

(Asked after the survey experiment. Own translation from the German original.)

Concept Item Answer-Scale

Luck/effort Some people say that people get ahead by their own hard work; | 7 point scale (only luck

orientation others say that lucky breaks or help from other people are more | to only equity)
important. Which do you think is most important?

Trust in  tax | Please tell me whether you think the tax authorities in Austria | 7 point scale (Give

authorities give special advantages to certain people or deal with everyone | special advantages to
equally? certain people, Deal

with everyone equally)
Subjective  social | There are people who tend to be towards the top of our society | 10 point scale with

position (present)

and people who tend to be towards the bottom. On this card
there is a scale that runs from top to bottom. Where would you
place yourself on this scale nowadays?

endpoint labeling
I=top, 10 = bottom.

Subjective  social

position (future)

There are people who tend to be towards the top of our society
and people who tend to be towards the bottom. On this card
there is a scale that runs from top to bottom. Where would you
place yourself on this scale nowadays?

10 point scale with
endpoint labeling

1=top, 10 = bottom.

Social dominance
orientation

An ideal society requires some groups to be on top and others
to be on the bottom.

S5 point scale (Strongly
favor, strongly oppose)

Social dominance
orientation

It is unjust to try to make groups equal.

5 point scale (Strongly
favor, strongly oppose)

Social dominance
orientation

We should work to give all groups an equal chance to succeed.

5 point scale (Strongly
favor, strongly oppose)
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C: The effect of endpoint priming

The survey varied randomly weather respondents had to estimate the share of people in Austria which
had a lower or higher income than themselves respectively. I included this variation in the question as
it has been argued that endpoint anchoring might result in different levels of errors of low- and high-
income groups. A comparison of errors displayed in Figure A4.1 and Figure A4.2 reveals that this
argument holds true in this study. Summarizing it can be said that upward comparisons reduce overall
downward bias, but induce upward bias in lower income classes. I control for the priming affect in all
regression analyses of the paper, while the effect reaches significant levels in some models the inclusion
of the variable does not affect the results presented here. For further details on this effect and a test
whether the bias stems from motivational or cognitive mechanisms see the following chapter.

Perceived Relative Income
.
Perceived Relative Income

Actual Relative Income Actual Relative Income

Figure A4.1: Actual and perceived relative Figure A4.2: Actual and perceived relative
income over the income distribution of those income over the income distribution of those
asked to estimate the share of lower incomes. asked to estimate the share of higher incomes.
The solid 45-degree line illustrates the no-bias case. The solid 45-degree line illustrates the no-bias case.
N=1,006. N=1,006.
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D: Description of Variables and Balance Checks

Table A4.1: Description of Variables

Variables Short description N Min Max Mean SD
Just Tax ratio Logarithm of top to bottom ratio of fair income tax rates 1,081 -2.30 425 1.31 0.97
Just Concentration Concentration coefficient of fair income tax rates, calculated 1,079 -0.56 0.63 0.22 0.11
as described in (Kakwani 1977)
Perceived tax ratio Logarithm of top to bottom ratio of perceived current income 1,064  -1.61 4.09 0.92 0.86
tax rates
Perceived Concentration coefficient of perceived current income tax 1,061 -0.30  0.48 0.15 0.10
concentration rates, calculated as described in (Kakwani 1977)
Info treatment Dummy Variable equaling 1 if the respondent received 1,088 1 2 1.51 0.50
income information about their actual relative income position
Info treatment Dummy Variable equaling 1 if the respondent received 1,088 1 2 1.50 0.50
taxation information about the actual tax rates in Austria
Question priming Dummy Variable equaling 1 if persons were asked to 1,088 1 2 1.51 0.50
estimate the share of people with incomes above their income
position, 0 if respondents were asked to indicate the share
below their income position
Income percentile Indicating the actual relative income position of the 1,010 8.00 97.00  60.78 24.60
respondent calculated using the midpoint of the income
categories and a pareto-estimate for the open-end top
category
Perceived  income Indicating the relative income position of respondents 1,086 1.00 7.00 4.57 1.15
percentile compared to those below the individual, thus a value of 20
indicates that the respondent answered that 20% have a lower
income than herself or answered that 80% have a higher
income if question priming =1
SDO-3 O=strongly dominated orientated 4= not 1,085 1.33 5.00 3.46 0.77
Effort orientation Luck vs. Effort scale measured as described in Appendix B 1,085 1.50 5.00 3.52 0.68
Expected social  Calculated as future expected subjective social position — 1,070 -6.00  7.00 0.25 1.38
upwards mobility present subjective social position
Gender Sex of the respondents: 0 = male 1 = female 1,087 1.00 2.00 1.49 0.50
Trust in tax  O=give special advantages to certain people 6=treat everyone 1,087  1.00 6.00 2.27 1.73
authorities equally
Age Age of the respondent. 1,087 16.00 74.00 4248 16.05
Highest Level of Highest completed level of education. 1= primary ISCED 1,088 1 4 2.70 0.92
Education 2011 level 0-1; 2= lower level secondary, 3= higher level
secondary; 4= tertiary education
Employment status Main activity in the last month: Coded = 1 Employed, 2=in 1,083  1.00 4.00 1.57 0.90

Education/Training, 3 = unemployed, 4= other (Housework
looking after children, parental leave, military service, unable
to work because of health issues)
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Table A4.2: Correlations between treatments and respondent’s characteristics (balance check)

Employ- Info
Gross ment Question  treatment
Correlations  Education Age Gender income status priming income
Education
Age -0.08**
Gender 0.02 -0.10%**
Gross income ~ 0.30%**  (.31%*** -
0.34%**
Employment  -0.20%**  (.36*** 0.04 -
status 0.28%**
Question 0.08* -0.02 0.02 0.04 -0.03
priming
Info treatment 0.04 0.02 0.00 0.01 0.02 0.00
income
Info treatment 0.00 0.03 0.01 -0.03 0.02 0.00 0.01
taxation

Note: *p <.05. ** p <.01. ** p <.001.

69



E: Viloin plots for perceived and fair tax burden by income group
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Figure A4.3: Violin plots for perceived and fair tax burden by income group. The solid vertical lines
illustrate the actual tax shares in Austria. Point estimates display the mean and 95% confidence intervals.
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F: OLS-Estimates of the combined sample using a split sample approach

Table A4.3: OLS-Estimates of the combined sample (unstandardized coefficients)

Just Tax ratio Just Concentration
(1) (2) (3) (4) (5) (6)

Prior is Prior is Prior is Correct Prior is Prior is Prior is

Higher Lower Higher Lower Correct
Perceived tax ratio 0.639™ -0.249 0.757™

(0.050) (0.294) (0.161)
Perceived concentration 0.668™" -0.044 0.895+

(0.053) (0.127) (0.467)

Info treatment taxation -0.503™ -0.067 -0.156™ -0.051™ -0.008 -0.008

(0.087) (0.191) (0.060) (0.008) (0.015) (0.013)
Info treatment income -0.036 -0.292 -0.024 0.011 -0.016 -0.006

(0.089) (0.190) (0.061) (0.008) (0.016) (0.013)
Income percentile -0.006" 0.004 -0.001 -0.0003 0.0001 -0.0004

(0.003) (0.006) (0.002) (0.0002) (0.0005) (0.0004)
SDO-3 0.041 -0.039 0.087* 0.017" 0.004 0.012

(0.059) (0.125) (0.040) (0.005) (0.011) (0.008)
Effort orientation -0.024 0.144+ -0.050+ -0.009" 0.009 -0.008

(0.038) (0.074) (0.027) (0.003) (0.007) (0.006)
Expected upward -0.081" -0.065 0.024 -0.005 -0.010+ 0.007+
mobility (0.038) (0.059) (0.024) (0.003) (0.006) (0.004)
Trust in tax authorities -0.084™ -0.131" -0.046" -0.008™ -0.008* -0.005

(0.025) (0.054) (0.019) (0.002) (0.005) (0.004)
Observations 399 66 492 584 165 205
R2 0.407 0.517 0.112 0.337 0.147 0.118
Adjusted R2 0.380 0.347 0.080 0.318 0.048 0.038

Note: *p<0.1, p<0.05, *p<0.01, **p<0.001. Standard errors in parentheses. Controlled for gender, highest
level of education, employment status (not shown). Split by over-/underestimation of tax progressivity.
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G: The status quo adjustment of respondents’ reflexive fair tax burden

Following the approach of Fernandez-Albertos and Kuo (2018) respondents were asked to declare their
perceived tax rates for four different income levels. In the main text I use these 4 income taxes
perceptions and fairness beliefs to calculate tax progressivity estimates and analyse what explains
individuals’ beliefs about the fair redistributive power of the welfare state. However, this raises concerns
whether people may simply react in line with their material self-interest by adapting their own fair
income taxes upwards if they are poor and have been informed that they underestimated the level of tax
progressivity or by adapting their own fair income taxes downwards if they are rich and have been
informed that they overestimated the level of tax progressivity. To test this possibility, I collapse the
income categories in four income groups and analyse individuals’ reflexive tax burdens separately. The
bandwidth of these groups correspond to the incomes most closely to the four incomes of which
respondents evaluated the tax rates. This approach also provides a test whether the adjustment
mechanism can also be found in reflexive fair tax evaluations similar to Chapter 3.

Following the approach in the main text, I split the sample into three groups: those that overestimated
their own tax burden, those that underestimated it and those who were about accurate (within +/1/4
standard deviation in perceived tax). In line with the adjustment hypothesis, I expect that information
will lead individuals to adapt their fairness attitudes to be more in line with the status quo. Individuals
who learn that they under- (over)estimated their current level of taxation in Austria should perceive
higher (lower) levels of taxation to be fair relative to individuals who are equally misinformed, but who
do not learn the current level of taxation.

Results (see Figure A4.4) indicate that individuals—when informed about the current state of taxation—
adapt their preferences to the status quo, independently of their initial preferences for more or less
taxation. Individuals who get informed that they underestimated their tax rate estimate higher fair tax
levels than those who do not get informed. As expected, I find the opposite relationship if participants
overestimated their tax rate. However, the latter difference is not statistically significant, mostly due to
the smaller numbers of participants overestimating their tax rate. These results support the conclusion
of the main text that tax perceptions are indeed causally linked to individuals’ tax fairness beliefs and
connects the results of Chapter 4 to Chapter 3. These results also partly contradict expectations of a
model assuming that preferences are driven by a desire to maximize one’s individual net income
because, people increased(!) the tax burden they estimate to be fair if they are informed that their tax
burden is higher.

However, this increase could still be motivated by self-serving belief adaptation if tax rate
underestimation is concentrated among the poor and they increase fairness beliefs after receiving
information because they increase average fair tax rates expecting to disproportionally benefit from
governmental redistribution at the benefit side. Contrary to this expectation, I find that this increase is
not limited to respondents from lower income groups but also present for middle- and high-income
earners (see Figure A4.5). Thus, even high-income groups increase their fair tax levels if they are
informed that on average people in their income group pay higher taxes which suggest that the results
reported in the main paper are not driven by elaborate self-interest calculations (poor people expecting
to profit from higher tax rates) or a compounding effect resulting from different misperceptions and self-
interested adaptations of the rich and the poor. Finally, the results link up well with the results of Chapter
3 indicating that individuals’ fair tax beliefs of their reflexive tax rates highly correlate with the tax
system in place as I find that when people receive information about the status quo taxation they adapt
their estimates about own fair tax burdens to align more with the status quo tax rates.
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Figure A4.4: Average fair tax rates by estimation error and treatment group. The plot shows average
marginal predictions using the same modelling approach (and control variables) as reported in Table 4.2 in
the main text. Whiskers indicate 95% Confidence intervals calculated using robust standard errors.
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Figure A4.5: Average fair tax rates by estimation error, treatment group and income level. The plot
shows average marginal predictions using the same modelling approach (and control variables) as reported
in Table 4.2 in the main text. However, the sample is split into three groups depending on respondents’
personal incomes. Low income earners income tax group 1, middle income earners income tax group 2/3,
high income earners income tax group 4. Whiskers indicate 95% Confidence intervals calculated using
robust standard errors.
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5) Subjective Relative Income and the Priming Effect of Endpoint
Anchors

In recent years, misperceptions have become one of the main factors that should explain
why individuals often do not adapt their preferences and beliefs after changes in macro-
conditions such as inequality. This way the literature has understood perceptions as simple
indicators of misinformation but, so far, failed find consistent evidence that shows
correcting these misperceptions leads to the expected updates in preferences. I suggest that
understanding inequality perceptions as the product of social comparisons might help to
explain these findings. Focusing on the direction of comparison, I predict that the choice
of upward or downward oriented comparisons systematically biases respondents’
perceived relative income positions and their fairness attitudes because people (i) tend to
anchor estimates at their endpoints and (ii) use the way inequality is described as a clue of
what individuals should have. Using data from an experimental survey conducted in
Austria, I show that a low-income anchor systematically decreases subjective income
positions compared to a high-income anchor. Moreover, the anchor chosen also affects
respondents’ fairness beliefs and their subjective social status. A second study replicates
these results and provides several tests that suggest that these differences are created by an
anchor and adjustment bias. Finally, I successfully test a method showing how studies can
avoid this bias in the future. In sum, the results indicate that previous studies have often
corrected misperceptions they have themselves created, which raises concerns about the
external validity of previous results. To avoid these issues in the future, I suggest to stop
interpreting perceptions as simple to use indicators of misinformation.

Introduction

In the last two decades, scholars interested in the relationship between inequality and redistribution have
highlighted the importance of perceptions to explain people’s preferences and behavior (Bobzien 2020;
Gimpelson and Treisman 2018; Niehues 2014; Norton and Ariely 2011). As standard econometric
models often assume that individuals are fully informed about inequality and their relative position in
the income distribution (Meltzer and Richard 1981), misperceptions have been brought forward as one
of the main explanations of failure to find convincing evidence that individuals adapt their redistribution
preferences to rising inequality (Cruces et al. 2013). The simple idea is that individuals strive to make
optimal choices and thus need information, but structural biases and costly cognitive effort can hinder
them from obtaining accurate estimates.

Consequently, the most common explanation for these misperceptions has focused on the role of limited
information. People may use their social network to approximate the distribution of incomes in society.
As these networks are often characterized by homophily and affected by structural segregation, people
will underestimate the full inequality and tend to locate themselves more towards the middle of the
distribution. In line with this expectation, several studies have found that people underestimate the size
of inequality and that low-income earners tend to overestimate their relative income position while high
income earners tend to underestimate it (Fernandez-Albertos and Kuo 2018; Hvidberg et al. 2023; Knell
and Stix 2020; Norton and Ariely 2011).

However, recent studies highlighted several issues regarding this interpretation. First, empirical results
from information treatments correcting these misperceptions often fail to generate the expected updates
in preferences (Fehr, Mollerstrom, and Perez-Truglia 2022; OECD 2021) (see also the result reported
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in Chapter 4). Second, perceptions might be, at least partially, the product of individual’s political or
normative predispositions, creating a spurious correlation between perceptions and preferences rather
than providing evidence that perceptions affect preferences (Trump 2023). Third, and potentially most
concerning for existing research, several studies found strong variation depending on the methods used
to measure people’s perceptions of inequality, suggesting that the misperceptions which previous studies
put forward as indicators of a missing link between structure and preferences were often produced by
the studies themselves (Eriksson and Simpson 2012; Jachimowicz et al. 2022; Pedersen and Mutz 2018).

Together these issues highlight a fundamental problem in the literature: the misinterpretation of
inequality perceptions as simple indicators of misinformation (see also Graham 2023). On the contrary,
I suggest that perceptions of inequality and people’s relative positions in society have to be understood
as products of social comparisons that involve several structural, cognitive, and motivational
mechanisms. This way, I expect people will not only react to the size of inequality but will also be
sensitive to the way inequality is structured and framed especially in relation to the self (Condon and
Wichowsky 2020). I will demonstrate this by focusing my research on the effects of the direction of
comparisons (upwards or downwards) on individuals’ perceived relative positions and connected
fairness attitudes. Following extensive literature on social comparisons and self-assessments, I expect
that people will have different perceptions about their own position in society depending on the specific
comparative anchor (rich/poor) they use and that this will also affect their beliefs about how inequality
should look like.

In a first step, I test these hypotheses using a representative survey experiment conducted in Austria in
which I randomly vary the comparative anchor when assessing respondent’s subjective relative income
position. The result suggests that people have substantially higher relative income perceptions when
they estimate their position using an upward compared to a downward anchor. Moreover, different
comparisons result in different justice attitudes and the anchor bias affects respondents’ perceptions
about one’s overall subjective status in society.

In a second step, | investigate the proposed mechanism directly to test whether cognitive or motivational
mechanisms explain this anchor bias. Contrary to the motivational explanation, I find no consistent
evidence that respondents’ values affect the anchor bias, even if I experimentally manipulate these
values. Instead, the assessments of neutral points in the distribution (not involving the self) are biased
as well, suggesting that a cognitive anchor and adjustment bias that highlights anchor consistent
information generates most of the bias. Testing a common strategy to debias these estimates, I find that
a double anchor has no effect. However, I suggest and successfully test a new strategy involving a
difference in difference estimation that manages to successfully debias the estimates.

These results have several implications for the related literature. First, the fact that biases do not only
result from limited information but also from how people look at inequality suggests that the role of
limited information might have been overinterpreted in earlier studies. Second, following others
(Lindenberg 1977; Wegener 1987), the study emphasizes the importance of the direction of social
comparisons and shows that the salience of endpoint anchors affects individuals’ views about the size
and fairness of inequality. Third, I find substantial methodological issues when using common single
anchor strategies to assess individuals’ subjective relative income position and provide strategies to
avoid these pitfalls in the future.

Theoretical Background and State of Research

ER T3

In recent years, the surge of terms like “fake news”, “post-truth”, or “post-fact” and the related notion
of an increasing importance of differences in the sources of information people use stimulated an
increasing interest in people’s perceptions about the state of society (for a critique see Altay, Berriche,
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and Acerbi 2023; for a summary of arguments see Nyhan 2020). The basic idea is that people might
come to different conclusions, not because of varying preferences or ideals but due to different notions
about the state of the present. In line with this idea, laboratory and survey experiments provided robust
evidence that perceptions are decisive preconditions for individual action, especially in the context of
economic inequality and support for redistribution (Harth et al. 2008; Reese et al. 2014). In addition,
studies sometimes found striking similarities between supporters of opposing political parties, different
age groups, or low- and high-income earners with regard to ideals but large differences in perceptions*
on several issues such as job market opportunities (Mutz 2018), the number of immigrants (Sides and
Citrin 2007), the distribution of income (Bobzien 2020), wealth (Norton and Ariely 2011) or social
mobility (Davidai and Gilovich 2015), and the level of tax progressivity (see other chapters in this
dissertation). Thus, measuring people’s concrete perceptions about general or specific characteristics of
their society might be essential to disentangle the otherwise convoluted effects of perceptions and ideals
on preferences or actions.

The notion that perceptions are crucial to understand individuals’ actions also emphasizes the idea that
individual preferences and actions depend not only on beliefs about individuals’ own benefits and
burdens but also on their beliefs about the benefits and burdens of others (Becker 1974; Duesenberry
1962). Thus, perceptions provide an important route to understand structural influences on individual
decision making (Wegener 1987).4” First, from a simple rational choice perspective, others’ resources
should influence individuals’ decisions due to varying material interests in public choice decisions
(Downs 1957). For example, following the basic Meltzer-Richard (1981) model of the size of
government, it is crucial for individuals to know where they rank relative to others in terms of income
to decide on one’s optimal rate of governmental redistribution. This captures the idea that individuals
sometimes deviate from utility maximizing choices not because of conflicting interests or because norms
or fairness beliefs lead them to do so, but because they lack the necessary information.

Second, perceptions can influence people directly because individuals do not only care about their own
absolute material outcome but also about their relative position in society (Feather 2015; Fehr and
Schmidt 1999; Festinger 1954; Hallerdd et al. 2006; Homans 1961; Hyman 1942; Otten 2020; Runciman
1966). In line with this idea a person’s subjective-well-being has been found to depend on the level of
one’s income relative to that of relevant others (Boyce, Brown, and Moore 2010; Clark et al. 2008;
Easterlin 2001; Ferrer-i-Carbonell 2005; Luttmer 2005; Schneider 2016). Furthermore, studies also
showed the importance of income rank and perceived socioeconomic status on various other outcomes
such as for person’s self-concept, level of aspiration, employee satisfaction, and various health
parameters (Boyce et al. 2010; Brown et al. 2008; Callan, Kim, and Matthews 2015; Kraus, Tan, and
Tannenbaum 2013; Schneider 2019; Suls, Martin, and Wheeler 2002). This captures the motivational
dimension of perceptions: individuals have an interest in ranking high among their relevant peers and
feel discomfort if they do not.

46 T use the term ideals here to describe individuals’ beliefs about how something should be. Contrary to the term
preferences, the notion of ideals lacks a concrete behavioral intention and instead highlights subjective norms and
attitudes (Fishbein and Ajzen 2010; for a similair definition see Guenther and Alicke 2010). I define perceptions
as people’s views on the factual state of specific traits (see also Davidai and Gilovich 2015). For a recent discussion
on the problems surrounding the distinction between perceptions and preferences in political economy see Trump
(2023).

47 In addition, individuals’ preferences are not only affected by one’s beliefs of other resources but can also be
indirectly influenced by externalities of inequality (such as higher crime rates, etc.) (Haller and Hadler 2006; Rueda
and Stegmueller 2016).
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Thus, individuals’ relative positioning should be crucial to understand their preferences and actions
because they (i) rely on accurate perceptions to form preferences that match their interests and because
they (ii) are directly influenced by where they feel they rank in society.

However, people have severe difficulties accurately estimating their position in society and the related
distributions. Scholars pointed out that people misperceive average incomes, tend to underestimate the
disadvantages of discriminated groups (e.g. of different race) (Chambers et al. 2014), find it difficult to
estimate the distribution of incomes or wealth in society (Albacete et al. 2022; Gimpelson and Treisman
2018; Kiatpongsan and Norton 2014; Niehues 2014; Norton and Ariely 2011), do not accurately predict
social mobility (Alesina et al. 2018), and also have troubles adapting their estimates to change or
estimating change (e.g. of inequality) in the past (Chambers et al. 2014). Hence, misperceiving one’s
own and others’ relative positions in society is quite common.

Limited information due to homophily and structural segregation might be one important explanation
for these inaccuracies (Cruces et al. 2013; Knell and Stix 2020; Schulz, Mayerhoffer, and Gebhard
2022). As individuals’ social networks tends to contain individuals who are similar to themselves, people
might underestimate the true variance within the population if they use their social network as a
reference for evaluating their position in society (Evans et al. 1992; Hout 2008; Kelley and Evans 1995).
However, recently published studies point out that simple lack of information cannot explain the full
variety of people’s perception (Page and Goldstein 2016) and note that simple rational Bayesian
updating fails to explain the lack of preference adaptation when information is provided (Fehr et al.
2022; OECD 2021; Trump 2018). Moreover, research found stark differences between different
methods to elicit respondents’ estimates of societal distributions like income (Eriksson and Simpson
2012; Goldstein and Rothschild 2014; Jachimowicz et al. 2022; Pedersen and Mutz 2018). These results
cast doubt on whether the estimated misperceptions provide evidence for actual misinformation or rather
capture biases produced by the specific method used to elicit these perceptions. Hence, emphasizing that
people lack information cannot explain how people form estimates about their relative positions and
how they react to new objective information.

I suggest that understanding the formation of perceptions on individuals’ position within different
societal distributions, first and foremost, as a process of social comparison may help to increase our
understanding of the wider impacts of (mis)perceptions and may also explain the influence of different
methodologies on people’s (mis)perceptions. Following Wood (1996), I understand social comparisons
as tool in the quest for self-knowledge that involves three major processes: acquiring social information,
thinking about the social information in relation to the self, and reacting to social comparisons. This
highlights the importance of several cognitive and motivational processes involved in comparisons and
opens the scientific debate to the wider field of literature investigating how people compare themselves
with others and what mechanisms are involved when people form perceptions about their position within
society (Buunk and Gibbons 2007; Gerber, Wheeler, and Suls 2018).

I propose that the way people think about their relative positions in society affects their subsequent
judgements and beliefs. This follows the idea that the way information (even if this information is
constructed in one’s mind) is framed directly influences social judgements (Chow and Galak 2012;
Hodges and Hollenstein 2001; Holyoak and Gordon 1983; Hoorens and Bruckmiiller 2015; Lowery,
Chow, and Crosby 2009; Mussweiler 2001; Pahl and Eiser 2006; Skylark et al. 2018; Tversky 1977,
Tversky and Gati 1978). I will exemplify this by studying the impact of the direction of comparison
when people estimate their subjective relative income perceptions. While this is only one aspect within
the wider realm of social comparisons, I believe that the approach adopted here will also help to increase
our general understanding of how perceptions link to preferences and justice beliefs.
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The fact that people might react differently when inequality framed as differences to the poor than when
inequality framed as difference to the rich has recently been pointed out in a literature review by
Jachimowicz and co-authors (2022). Following others, they pointed out that the various effects of
inequality perceptions may not only depend on its size but also on its direction (see also Condon and
Wichowsky 2020). This highlights the crucial role of comparison groups that has been a constant in the
research on the effects of social comparisons (Merton 1968). However, to date, these insights have not
yet been adequately linked to people’s understanding about their relative position in society. This study
intends to close this gap and also highlight the wider importance of switching from understanding
perceptions as simple indicators of misinformation to accepting that people’s perceptions capture a
multitude of social processes.

Relative positions as social comparisons

People can frame the observation of ordered differences either within a ‘larger’ ("A is
larger/longer/higher/more  than B") comparative or a ‘smaller’ comparative ("B is
smaller/shorter/lower/less than A") (Skylark et al. 2018). In the context of income comparisons one can
say that a specific person earns more than a poorer person, or that she earns less than a richer person.
Although the framing of these logically equivalent statements should not matter for the validity of a
specific sentence, studies have found that people’s inferences differ if they compare themselves upwards
or downwards (Hoorens and Bruckmiiller 2015; Skylark et al. 2018). Due to the communication norm
which establishes that the words chosen to describe a relationship communicate information, people
tend to believe that the direction of comparison communicates information about inequality (Lowery et
al. 2009). This norm presumably helps people make sense of inequality by aiding the cognitive process
of comparisons as it provides individuals with a standard to compare themselves to (Grice 1989). Thus,
from this language perspective, people believe the way inequality is described provides a clue about an
absolute standard; that is, what individuals should have.

Considering that people think that the way inequality is communicated contains information about ideal
states or standards, upward or downward comparisons should lead to different conclusions about what
they think is just. In line with these expectations, studies have established that people tend to think that
terms like ‘more than’ imply that those above have more than the standard, while terms like ‘less than’
imply that the those below have less than the standard (Chow, Lowery, and Knowles 2008; Lowery et
al. 2007; Miller, Taylor, and Buck 1991). Based on this and other previous work on comparative framing
(Bruckmiiller et al. 2017; see e.g. Wénke and Reutner 2011), I expect that this should evoke two notions:
first, if the question asks about upward comparisons, ego (e.g. ego’s relative income position) becomes
the standard (as referents tend to be used as standard), which should lead to a feeling that others above
(the subject of comparison e.g. high-income earners) have more than the standard. Second, if the
question asks about those having less than ego, this should lead to a feeling that others below (e.g. low-
income earners) have less than the standard. Thus, upward anchors should increase concerns about
distributional fairness beliefs that may support inequality at the top such as equity or entitlement and
decrease concerns within distributional fairness ideals that support better conditions for those at the
bottom such as need or equality (concerning the inequality justifying nature of certain distributional
justice principles see Frank 2016; Sandel 2020).

Hla: Downward comparison increase fairness concerns about the poor (having too little) and decrease
fairness concerns about the rich (having too much) in comparison to upward comparisons.

In addition, studies found that participants perceived differences between the poor and the rich as less
legitimate when these differences were framed as the disadvantaged group having less (e.g., Branscombe
et al., 2007; Lowery et al., 2007; Powell et al., 2005). In contrast, when inequalities were framed as the
advantaged group having more, the perceived magnitude of differences and legitimacy beliefs were
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unrelated (Bruckmiiller et al. 2017). The finding that upward inequality weighs more than downward
inequality closely relates to Fehr and Schmidt’s theory about inequality aversion (Fehr and Schmidt
1999). This theory hypothesizes that individuals exhibit a strong aversion against disadvantageous
inequality (ego/others have less than what is just) and a significantly weaker aversion against
advantageous inequality (ego/others have more than what is just) (Bohmann and Kalleitner 2023; for a
recent meta-analysis see Nunnari and Pozzi 2022). This is in line with recent findings showing that
downward comparisons increase preferences for redistribution less so than upward comparisons
(Condon and Wichowsky 2020). Thus, individuals should perceive inequality to be less legitimate if the
framing makes salient how much worse off the subject is to an upward comparative but not if it made
salient how much better off the subject is to a downward comparative. Hence, I expect:

H1b: Upward comparisons lead to higher individual concerns about the level of inequality in society
than downward comparisons.

In addition to these direct effects, the direction of comparisons may also have indirect effects as the
comparison anchor (rich/poor) likely affects people’s perceptions about their relative position in the
income hierarchy (refer also to the following discussion on motivational and cognitive reasons for this
anchor bias in this chapter). A stable assumption in social research is that people’s relative position in
the income hierarchy and their subjective social status are closely connected factors in capitalist societies
(Hyman 1942; Wilkinson and Pickett 2009). Following this idea, Schneider (2019) suggested that
inequality hurts individuals’ subjective well-being because of their lower subjective perceptions about
their position in society.*® To date, studies that try to causally analyze this link between inequality and
individuals’ subjective social status are rather limited due to the problem of endogenous selection of
comparison groups (but see Bottan and Perez-Truglia 2022). However, considering that the direction of
comparison should affect individual perceived income positions, I can use this variation to test whether
thinking one is higher up in the income hierarchy causally translates to perceiving a higher subjective
social status.

H2: A positive (negative) effect of the direction of comparison on the individual perceived relative
income position will lead to an increase (decrease) in individual subjective social status.

Analyzing the various effects of direction of comparisons on individuals’ fairness beliefs and attitudes
provides us with a first idea of why the direction of comparison matters for individuals’ judgements
beyond the level of inequality people perceive. However, to understand these effects, it is crucial to
know what social mechanisms can explain them. The literature proposes at least two general
mechanisms that should explain why people use either upward or downward comparisons and the bias
they produce to self-assessments. The first explanation focuses on egoism and the goal to think well of
oneself (motivated avoidance); the second one focuses on enhanced cognitive accessibility of selective
information when using certain targets of comparison (cognitive/non-motivational). In the following I
discuss these two explanations in short and derive hypotheses to test which mechanism can explain
variation in subjects’ perceived relative position due to different directions of comparison.

Motivational processes and the desire to do well

In his seminal downward comparison theory, Wills (1981) highlights the important role of motivational
aspects in the process of comparisons. He proposed that exposure to a less fortunate other (downward
target) boosts subjective well-being and helps to restore self-esteem. In turn, upward comparisons should
have a negative effect. Although empirical studies showed that upward comparisons do not have to be
aversive (Collins 1996, 2000; Mussweiler 2003) and downward comparisons can be negative as well

48 This assumes that individuals are generally status seeking (and increasingly so with higher incomes) (Delhey et
al. 2022; Mattan, Kubota, and Cloutier 2017; Veblen 1934).
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(Buunk et al. 1990), the idea that motivational aspects play an important role in comparisons has
remained popular. The basic idea is that people tend to think that they are good (or at least above
average), but they are always somewhat unsure of their position, so they look upward to confirm their
closeness to the better ones (Botton 2004; Gerber et al. 2018). This highlights the role of motivated
reasoning in the formation of perceptions, meaning that people's desires can affect their beliefs about
where they stand in society (Epley and Gilovich 2016; Zimmermann 2020).

A branch of the literature that focuses specifically on the process of estimation within social comparisons
is closely connected to the human tendency to place oneself above the average when rating favorable
traits like openness, attractiveness, or knowledge. This bias was termed the better-than-average effect
(BTAE) and recent research highlighted the role of self-enhancement motives in this process (Brown
2012). Following Guenther and Alicke (2010), the BTAE can be understood as an anchored comparison
where judgments about the average are anchored in the self. Thus, anchoring leads individuals to adapt
the average to highly favorable self-judgments. The reason for this assimilation is that when two items
belong to the same category, the outcome of the comparison is assimilation rather than contrast
(Mussweiler 2003; Schwarz and Bless 1992; Tajfel and Wilkes 1963). More specifically, the
“subordinate” object is assimilated toward the “superordinate” object (Guenther and Alicke 2010). As
the self is typically rated higher than the average other, this results in assimilating the average other
toward the self.

Following these results from BTAE judgments, I expect that, in upward comparisons, the own relative
position in society will be shifted to the more favorable position of the rich. In contrast, when individuals
estimate the share of people earning less than themselves, the poor occupy the position of the
subordinates; thus, they should be shifted into the direction of self-judgments. This combination leads
to lower estimates of one’s relative positions in downward comparisons because the poor appear more
similar to oneself, and to higher estimates of one’s relative position in upward comparisons because the
self appears more similar to the rich. The same would also result if individuals are simply following a
assimilation strategy if they are presented with endpoint anchors to avoid cognitive disharmony in
society with the salient anchor(Kawakami et al. 2012). Hence, I expect:

H3: People will report higher perceived relative income positions if they are asked to estimate the share
of people with higher incomes than themselves in comparison to a question where individuals are asked
to report the share of people with lower incomes than themselves.

This hypothesis rests on the assumption that people think that income is a favorably evaluated entity in
which they want to move upwards. Thus, the effect should be more pronounced among those who
consider earning a high income an important goal in life (Brown 2012). Instead, when evaluating an
undesired trait, people may switch from assimilation to contrasting if a motivational goal such as one’s
self esteem is threatened by scoring too high (Guenther and Alicke 2010). Thus, individuals who favor
traits that are positively connected with the evaluated position should be prone to contrast themselves
from the low anchor leading to lower differences between relative position estimates when using
downward compared to upward anchors.

H4: The more an individual attaches importance to a certain trait related to the estimated distribution
[such as earning a high income] the lower the perceived positional difference when using a downward
anchor compared to an upward anchor.

Anchoring and the importance of cognitive ease

In contrast to research that emphasizes motivational mechanisms, a social cognition approach takes an
informational perspective on the social comparison process (Buunk and Gibbons 2007). In particular, it
is assumed that to understand the consequences social comparisons have for self-evaluation and self-
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perception, one needs to examine what self-knowledge is rendered accessible during the comparison
and how this knowledge is used to evaluate the self.

Since Tversky and Kahneman’s (1974) ground breaking work on the formation of human judgements,
we know that people often form estimates starting with information they know and then tend to
insufficiently adjust until they reach an acceptable value. In their original experiment to test this
“anchoring-and-adjustment heuristic”, Tversky and Kahneman asked participants to estimate the
population of a city (“Is the population of Chicago more or less than 200,000?”). Afterwards they asked
the same respondents to provide an absolute estimate (“What is the actual population of Chicago?”).
They and several studies afterwards noticed that the second estimate is strongly biased in the direction
of the value of the initial comparative assessment (see also Hardman 2009:34-35 for a short overview).
More recently, Harris and Speekenbrink (2016) showed that this anchoring can transcend cross-scale
(e.g. non-numerical to numerical) and can affect not only subjective estimates but also costly behavior
(see also Navarro-Martinez et al. 2011; Stewart 2009).

Although this process of insufficiently adjusting away from an initial impression, perspective or value
(Epley and Gilovich 2006) has repeatedly been shown, research is still debating the specific mechanisms
involved. The accounts advanced to explain anchoring effects include anchoring-and-adjustment,
numeric and magnitude priming, selective accessibility, an attitudinal perspective of anchoring, and
scale distortion (for a review see Furnham and Boo 2011; for a short discussion see Turner and Schley
2016). However, while these explanations differ considerably on the exact nature of how the anchor
influences judgments, they share the notion that the anchor is a source of information that influences
judgments by guiding cognitive ease (Turner and Schley 2016). In line with this idea, Epley and Gilovich
(2006) and Mussweiler and Strack (1999; 1997) demonstrated that the standard anchoring paradigm for
exogenous anchors described above is produced not by insufficient adjustment as the term coined by
Kahneman and Tversky would suggest but rather by enhanced accessibility of anchor consistent
information.* Similar to these results, Chapman and Johnson (Chapman and Johnson 1999) suggest that
anchors affect judgments by increasing the availability and construction of features that the anchor and
target hold in common and reduce the availability of features of the target that differ from the anchor.
Hence anchoring like social comparisons in general depend on similarity vs. contrast effects.

The anchoring and adjustment process that affects judgements of factual and social information may
also be common when forming judgments about the self. Cervone and Peake (1986) showed that anchors
strongly affect self-efficacy judgments and the differences in own task persistence afterwards.
Moreover, research on people’s perspectives found strong evidence on anchor biases showing that
people start egocentrically and then inadequately adjust away from their own perspective (Epley et al.
2004). Thus, anchoring affects judgements about the self and others as well as comparative judgements.

Following the notion that anchors guide cognitive ease of anchor consistent information, I expect that
people will report higher perceived relative income positions if they are asked to estimate the share of
people richer than themselves in comparison to a question where individuals are asked to report the
share of people poorer than themselves. This results in an identical prediction regarding the differences
in relative position between bottom and top anchors compared to H3 following a motivational
perspective. However, contrary to the motivational perspective, individuals’ attitudes towards the traits
in question should not play any role, as contrasting should depend on cognitive priming and not on the
desire to inflate one’s social position. Instead, from a cognitive perspective, the anchor bias should
become stronger when judgements do not involve assessments about the position of oneself since
thinking of contrasting anchor information should be more difficult if individuals cannot rely on their

49 While this is true for exogenically introduced anchors, this is not the case for anchors people generate themselves
(Epley and Gilovich 2001; 2006). Thus, I specifically focus on exogenically introduced anchors here.

82



own self-experience. In contrast, a motivational explanation would consider individuals’ desires to
egocentrically boost their own position to be non-existent or at least strongly reduced when other persons
become the standard of comparison. Hence, following a cognitive logic I expect:

HS5: Individuals’ relative position estimates of other’s income will be higher if they are asked to estimate
the share of people with higher incomes in comparison to a question where individuals are asked to
report the share of people with lower incomes.

To test these hypotheses, this chapter follows a two-step approach. First, study 1 tests whether different
anchors of comparison to elicit people’s relative income positions produce different positional estimates
and affect subsequent fairness beliefs and estimates about their subjective social status using a large
random general population household sample. The central goal of this study is to estimate the size of
the expected estimation bias and to determine its relevance for the political economy literature. Second,
study 2 provides experimental evidence on the nature of the bias testing whether motivational or
cognitive mechanisms are more likely to explain the bias using a student sample. The goal of this study
is to replicate study 1 using different distributions than income, to provide convincing evidence of the
general nature of the effect and to test different strategies researchers can use to reduce bias.

Study 1
Data

Similar to Chapter 4, the empirical analysis of study 1 is based on data from a web survey experiment
fielded in Austria in fall 2018. The module was part of the PUMA survey VI and administered by the
Austrian federal statistics agency. The sample was partly drawn from the federal household register
(N1=976) and from an online panel run by the government agency for public statistics in Austria
(N2=976) (PUMA 2018). A total of 1088 (response rate: 55.7%) individuals completed the survey. I
partly compensate for nonresponse error by weighting the data. All estimations using the full analytical
sample discussed in the results section include these weights, but the unweighted results are
substantively similar.*

Measures

To estimate individual perceived relative positions in the income hierarchy, I use the single question
approach most commonly applied in the literature (Bottan and Perez-Truglia 2022; Bublitz 2022; for an
overview see: Ciani et al. 2021; Cruces et al. 2013; Engelhardt and Wagener 2018). This question asks
respondents with an income greater than zero to estimate the share of people in the country with less
income than themselves. However, in contrast to most studies, I do not only use a bottom anchor but
randomly vary whether people are asked to assess the share of people below or above their own income
position to estimate the bias produced by these comparative anchors. Thus, the question reads as follows:
There are 6.8 million income earners in Austria. Which part of them you guess has a
lower/higher yearly gross income than you?"' [open answer restricted to 0-100 %]

Throughout both studies I will refer to the average relative income position measured within respondents
of the treatment group that had an upward anchor (higher than you) as My, and to the average estimate
within the group who had a downward anchor (lower than you) as M. The difference (Mu — My) will

0 Data is weighted by gender, age, highest completed level of education and urbanization of hometown.

3! Notes further specified (i) the group of income earners and (ii) the yearly gross income. The information reads
as following: (i) “This group includes part- and full-time employees, as well as people receiving pensions.
Individuals that have not worked all year long are included as well.” (ii) “This income is the total yearly gross
income defined as wage income before taxes. This includes the 13" and 14* monthly income. Pensions are also
included, but not public transfers like unemployment benefits and study assistance.”
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be denoted as A. Note that I transform the answers of the upward anchor question to reflect the perceived

relative position compared to a downward anchor My = 100 — p!! (where pF denotes the perceived
position p¥ of respondent i using an upward anchor) to make the answers comparable between the
groups (M, is simply given as the average of all perceived positions using a downward anchor pF). Thus,
both My and My, denote the respondents’ treatment specific average relative income position with 0
indicating the lowest possible relative income position and 100 the highest.

To calculate individuals’ objective relative income positions, I use a question that asks individuals to
place themselves within one of 22 monthly gross income categories. By asking respondents to provide
their personal income, I avoid usual problems with varying household sizes, like having to explain
respondents the principles of equivalized household incomes (see e.g. Cruces et al. 2013). I did not ask
respondents for their income in an open-ended response, as this could result in higher measurement
error, as well as a higher probability of non-response. However, providing respondents with incremental
income categories risks informing them about their true position in the income distribution (Fernandez-
Albertos and Kuo 2018). Robustness checks for this issue are provided in Appendix B. These analyses
suggest that respondents are more accurate at the edges of the income distribution which could suggest
that they used the income scale as an indicator of their income position but the error in subjective relative
positions remains substantial in size. Moreover, crucially for this study, I do not find variation in the
bias created by the different question wordings between different income groups.®* Thus, the fact that
this study uses a scale to measure respondents’ income positions should not affect the results. To fully
exclude this possibility, study 2 asks respondents to state their income in Euro using an open-ended
question and manages to replicate the effects.

To measure individuals’ fairness values, I use the 4-item reduced BSJO (basic social justice orientation)
scale that measures respondents support of four main distributive justice principles: equality, need,
equity, and entitlement (Adriaans and Fourré 2022; Hiille, Liebig, and May 2018). Respondents could
answer on a rating scale ranging from (1=disagree strongly to 5=agree strongly). The question wording
is similar to the one used in round 9 of the European Social Survey. In addition, I follow other major
studies regarding the relationship between individuals’ relative positions within society and their “taste”
for inequality (Larsen 2016; Mijs 2021) and measure people’s inequality concerns using the same
question as in the ISSP social inequality module, which asks respondents whether they think “inequality
in Austria is too large” (5-point rating scale ranging from 1= strongly oppose to 5= strongly favor).
Finally, I use the commonly asked question to measure respondents’ subjective social status that requests
respondents to place themselves on a ladder ranging from 1=top to 10= bottom (Schneider 2019). Full
question wording can be found in Appendix A.

Sample

Only 7 respondents failed to provide an income and were excluded from the analysis. In addition to
these, [ dropped 71 respondents with zero income who did not receive the questions on their perceived
income positions and 5 additional cases who did not provide an answer to the relative income question
receiving a final sample of 1005 respondents. As the full sample included further experimental
treatments, as mentioned in Chapter 4, I only used the full sample to calculate the average main treatment
effect of the question anchor on respondents’ subjective relative income positions. To test how the
question anchors affect other variables of interest such as their fairness values and their subjective social
status, I used the subsample of those not receiving the relative income information treatment and the
taxation information treatment (N=236) to avoid any post-treatment bias.

321 also include graphical representation of the main tests in the analyses to show that the effects are substantially
similar across the income distribution.
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I report balance checks of both these samples in Appendix C. These show that randomization generally
worked. I find only small differences with regard to respondents’ objective incomes due to a slight
overrepresentation of respondents in the highest income group. However, this does not translate into a
significant difference in the objective relative income position, the main variable of interest in this study.
Moreover, respondents with a university degree are slightly overrepresented in the upward anchor group.
However, the tests on differences in means remain substantially similar when I control for education
differences. Furthermore, all regression analyses include the level of education as a control. I find no
substantial differences among the treatment groups in the subsample of respondents receiving no
information treatments.

Results

The survey varied randomly whether respondents had to estimate the share of people in Austria with a
lower or higher income than themselves, respectively. The mean relative income in the group asked
about the share of incomes below the respondent is My=45.0, whereas the group of higher incomes
answered M1=54.8 (2-sided t-test of weighted difference in means A= 9.82, t = 7.24, df = 1000, p <
0.001).%® Thus, in line with hypothesis H3 I find that people report higher perceived relative income
positions if they are asked to estimate the share of people with higher incomes than themselves in
comparison to a question where they are asked to report the share of people with lower incomes than
themselves.

Figure 5.1 displays the different estimates depending on the objective income of respondents. Two
aspects seem most striking. First, estimates are clearly biased towards the middle of the distribution
which is indicated by the smaller slope of perceived incomes compared to the 45-degree line indicating
a zero-bias case. This is in line with earlier results emphasizing the strong tendency of respondents to
locate themselves in the middle of the income distribution (Cruces et al. 2013; Fernandez-Albertos and
Kuo 2018; Karadja et al. 2016; Knell and Stix 2020) (also called ‘middle class bias’ Fehr et al. 2022; or
‘center bias’ Hvidberg et al. 2023).5* Second, the difference generated by the anchors is substantial in
size (also compared to the middle bias) and remains quite stable over the whole range of incomes.
Compared to changes in actual income, the effect of a using a higher question anchor instead of a lower
question anchor is equivalent to an increase in actual relative income of 9.8 percentiles, which on the
median corresponds to an increase in yearly gross income of 23% or roughly 5500 EUR.

Looking at heterogenous treatment effects, I find that the bias is higher for low educated individuals
compared to high educated individuals and for individuals in education compared to those employed or
retired. In addition, the effect is slightly smaller for women compared to men. However, none of these
differences remain statistically significant (at p<.10) after controlling for all these sociodemographic
differences and respondents’ actual income position simultaneously. Thus, while it seems that the
differences created by the question anchor are smaller for those more experienced (educated and with

>3 The unweighted means are substantially similar (My: 56.5, My: 47.2). Respondents have a strong tendency to
round their estimates to 10s (68% of all answers) or 5s (23% of all answers). Because a Shapiro-Wilk test suggests
that the distribution of estimates is significantly different from normality (one would expect an equal distribution
if bias towards the middle is not that strong) I also calculated a Wilcoxon rank sum test (also called Mann-Whitney
U test) which suggests a qualitatively similar result (W = 96770; p<0.001). All other tests will also include non-
parametric tests that will only be mentioned if they provide different results.

3 Note that this might result not only from segregated comparison groups (one’s social network tends to be similar
in socio-economic position) but also from the human tendency to decrease the likelihood of large probabilities and
increase the likelihood of small probabilities (Gonzalez and Wu 1999; Kahneman and Tversky 1979; Steiner and
Stewart 2016). This can be easily seen in Figure A5.2 in Appendix D displaying the actual numerical answers
provided by the respondents. While I cannot test this formally here, the result suggests that previous literature
(Cruces, Perez-Truglia, and Tetaz 2013; Windsteiger 2022) could have overemphasized the segregation
component in this middle bias.
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labor market experience) compared to those with less experience, they remain substantial in size and
never change direction (see Appendix B).

As a consequence of this anchor effect, the estimates of respondents’ misperceptions change
dramatically. The mean relative error of respondents’ estimates is -1.4 in the higher and -14.4 in the
lower condition. The absolute value of error is 14.6 in the higher condition and 19.0 in the lower
condition. In a nutshell, we can conclude that upward comparisons reduce overall error and downward
bias but increase the upward bias in the estimates of lower income classes. Considering the large effect
of the question anchor, previous experiments designed to correct misperceptions using one of these
questions correct, to a large extent, estimates that were produced by the specific measure used to elicit
respondents’ beliefs. While this might not affect the validity of the experiments, it strongly limits their
ability to inform us about the direction and degree of misperceptions and the potential effects of
objective information in the field.
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Figure 5.1: Actual and perceived relative income over the income distribution by anchor. The solid
45-degree line illustrates the no-bias case. N= 1,005, weighted.

So far, I have shown that the question anchor has a strong and consistent effect on individuals’ perceived
relative income positions. However, does this effect on perceptions translate into differences in
respondents’ answer behaviors and/or do these questions have direct consequences on how respondents
think about fair distribution of benefits and burdens in society because these anchors highlight different
points in the income distribution (rich vs. the poor)? To answer these questions, I conduct a causal
mediation analysis. Figure 5.2 illustrates these analyses graphically. Following hypotheses Hla and H1b
above, I expect that using an upward-directed question anchor will have direct positive effects (D) on
support of equality, need and inequality concerns, while it should reduce support for equity and
entitlement compared to using a downward anchor. Moreover, following hypothesis H2, I expect that
the question anchor will also influence how people perceive their position in society leading to higher
subjective social status (SSS) and higher future SSS due to an indirect effect, as upward anchors lead
respondents to have higher estimates of their relative income position (AB). To calculate these effects,
I follow the estimation strategy described in (Imai et al. 2011; Imai, Tingley, and Yamamoto 2013) using
the R mediation package (Tingley et al. 2019). Due to the strictly exogenous variation of the question
anchor, I do not need to control for potential confounders within the direct effect (D) or the effect on the
mediator (A) but, as suggested, I control for covariates in the effect of the mediator on the dependent
variables (B).
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Figure 5.2: Model of the causal mediation analyses of the effect of changing the question anchor of
the relative income position question (higher/lower) on various fairness evaluations and
individuals’ subjective social status (SSS). Paths A, B and D refer to the estimated effects in Table 5.1.

I will now analyze the results of these causal mediation analyses reported in Table 5.1. Similar to the
results reported above, I find a strong and positive effect of using a high question anchor on respondents’
subjective relative income positions in the subsample (average effect on the mediator = AEM). However,
does the anchor also affect fairness attitudes? Following Hla/b I expected that a higher anchor would
increase respondents’ appreciation of equality and need and their concerns about inequality while
decreasing respondents support of equity and entitlement. In line with this expectation, I find a positive
direct effect (average direct effect = ADE) of using a high anchor on equality and a negative effect on
equity. While the coefficient estimates of the question anchor for need, entitlement, and inequality
concerns all point in the expected directions, they are not statistically significant. In line with H2, I find
substantial conditional effects (average causal mediation effects = ACME) on respondents’ present and
future subjective social status. That is, respondents’ higher perceived income rank translates into higher
perceived present and expected subjective social status. Thus, upward comparisons increase relative
income estimates which in turn increases people’s subjective social status.

Table 5.1: Estimates of linear “causal” mediation analyses.

Anchor higher  Equality Need Equity  Entitlement I::I?::l:l}rlltsy SSS future SSS
(Ref.: lower) (1) @) 3) (4) (5) (6) %)
AEM 11907 11.90"" 1190 11.90° 11.90° 11.90" 11.90°
(effect on med. A) [15.97, 7.82] [15.97, 7.82] [15.97, 7.82] [15.97,7.82]  [15.97, [15.97,7.82] [15.97,7.82]
ACME -0.03 -0.03 0.01 0.09 -76?021] 0.17* 0.24"
(indirect effect  [-0.16,0.10] [-0.10, 0.05] [-0.08,0.09] [-0.03,0.23] [-0.12,0.09]  [0.02,0.34]  [0.06, 0.45]
:1];% 0.34" 0.06 -0.28™ -0.08 0.11 -0.12 -0.06
(direct effect D) [-0.01,0.69] [-0.14, 0.27] [-0.50, -0.06] [-0.42,0.27] [-0.18,041]  [-0.55,0.25] [-0.59,0.46]
Total Effect 031 0.03 -0.27" 0.02 0.10 0.05 0.17
(AB+D)  [-0.02,0.64] [-0.15,0.22] [-0.47,-0.07] [-0.33,034] [-0.160.37]  [-0.36,0.40] [-0.34,0.67]
n 236 236 236 236 236 236 236

Note: AEM: average effect of the treatment on the mediator. ACME average causal mediation effects, ADE
Average direct effects. Controls (not shown) include: Objective income, gender, age, and education. Scales
of all variables range from 1 to 5 except for SSS and future SSS that ranges from 1 to 10. 95% confidence
intervals in square brackets are calculated using a quasi-Bayesian approximation with 1000 simulations
*p<0.1, "p<0.05, "p<0.01, " p<0.001.

The analyses have shown that upward comparisons raise individuals perceived relative income positions
compared to downward comparisons and that this also has consequences for the analysis of fairness
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perceptions and relative positioning in society in general. However, do these effects stem from cognitive
biases due to the selective salience of certain information or due to motivational effects as individuals
want to avoid lower ranks in society? To test these social mechanisms, I next turn to study 2.

Study 2:
Data and measures

Study 2 consists of a set of split sample experiments embedded in a web survey. Participants were 282
students (158 undergraduate, 124 graduate) enrolled in economic sociology courses (undergraduate:
sociology for economists, graduate: economic sociology as well as labor market sociology) who
voluntary participated in the survey in October 2019.%

In addition to the question on individual relative income position from study 1, this survey also includes
questions on individuals’ perceptions regarding their relative positions on the distance travelled by air
and their relative wealth positions as well as the relative income position of a person earning 1650 Euro
(the median gross income in Austria at that time). In the study participants were randomly assigned to
one of four treatment groups indicated in Table 5.2. In treatment group 1 participants answered all
relative position questions by indicating the perceived share of people below their position. The opposite
is true for treatment group 4 where participants indicated their relative positions estimating the share of
people above their positions. Treatment group 2 follows the approach of treatment group 1 except for
the relative income position which included a double anchoring question in which respondents had to
separately enter the perceived share of people above and below them. The same is true for treatment
group 3 with the exception that the presentation order of the question anchors is inverted. Balance checks
on the main experimental variations are provided in Appendix E. These show that the experiment
worked well in randomly allocating respondents to the different treatment groups.

Table 5.2: Experimental conditions in study 2

Questions T1 T2 T3 T4
Relative income position Lower Both, lower first Both, higher first Higher
Median income position Lower Lower Higher Higher
Flight hours/CO» emissions' Lower Lower Higher Higher
Wealth Lower Lower Higher Higher
Sample share 1/3 1/6 1/6 1/3
N 92 45 48 90

Note: 1Question wording (carbon dioxide emissions or flight duration) varied randomly between subjects
(CO2: N =130, hours: N = 126).

Ahead of these questions, participants were asked to provide their objective income (in absolute Euros),
their flight distance (in total flight hours) and their net wealth (calculated and measured as tangible
property + financial wealth — debt), respectively. For the full question wordings refer to Appendix A. I
use these answers to estimate the objective relative positions of the participants in the Austrian
population with regard to the three different variables of interest: income, wealth, and flight duration
and check for heterogenous treatment effects. For a detailed description on the estimation and the data
sources used refer to Appendix F.

35 Students received no incentive to participate in the survey but they were promised and received a presentation
of the results which can be considered a non-material incentive to participate and provide accurate answers
(Dillman, Smyth, and Christian 2014:28).
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Sample

Of the 282 students who participated in the survey, twelve were excluded from the analyses because
they did not finish the questionnaire. I apply listwise deletion of missing data in the respective tests. In
addition, I provide robustness checks in Appendix K that use only those participants who provided valid
answers to all questions in the survey and also controls for heterogenous treatment effects if participants
reported technical difficulties in the survey. Results show no substantial differences compared to the
analytical sample used in the main manuscript.

Results

The first analysis replicates the main anchor effects of study 1 using the student sample. The results
indicate a 9.9 percentage points difference between respondents estimating their relative income position
with a low anchor compared to respondents estimating it with a high anchor, (ML = 23.1, My = 33.0; t
=-3.02, df = 143, p = 0.003).>® Furthermore, the trend lines in Figure 5.3a are flatter than the 45-degree
line which again indicates a bias to the middle.’” Secondly, I tested the robustness of this result using a
similar relative question with regard to respondents’ household net wealth. Again, respondents were
asked either to indicate the share of people below their net wealth position or above it. The analysis
indicates that a high anchor resulted in higher estimates of relative positions (My = 53.5) compared to a
low anchor (ML = 38.9), (A=14.6, t = -4.44, df =225, p <0.001).%® Figure 5.3b illustrates the coexistence
of a strong bias towards the middle which has been reported for subjective relative net wealth positions
before (Albacete et al. 2022). To sum up, these first analyses show that the study managed to replicate
the findings of study 1 and find a strong and robust estimation bias that leads individuals to estimate
higher relative positions in questions using upward compared to downward anchors.
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Figure 5.3: Actual and perceived (a) relative income position and (b) relative wealth position by
question anchor. Every point represents roughly a twelfth of the treatment group specific
respondents in the sample. Solid lines indicate subgroup specific linear trends that are calculated using
the individual data. Grey areas mark 95% confidence intervals. Na=150, Np=227.

%6 As a Shapiro-Wilk test suggests that the distribution of estimates is significantly different from normality (one
would expect an equal distribution if bias towards the middle is not that strong), I also calculated a Wilcoxon rank
sum test (also called Mann-Whitney U test) which suggests a qualitatively similar result (W = 1834.5; p<0.001).
All other tests will also include non-parametric tests that will only be mentioned if they provide different results.
7 Note that 79% of our student sample belong to the 2 to 4™ income decile. However, this selectivity should not
affect our results because study 1 showed that the anchoring effect is unaffected by respondents’ actual income
position. I also provide robustness check controlling for respondents’ actual income position in Appendix K.

38 The difference remains nearly unchanged if I drop potential survey satisficers (those with large estimation errors)
(A=14.8,t=-3.95,df =179, p <0.001).
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Next, I analyze the data to test potential motivational causes of anchor effects using three different
approaches. First, if egoism and a drive to feel good about oneself (motivational mechanisms) and not
selective salience of anchor confirm information (cognitive mechanisms) explains the anchor bias, the
bias should be reversed if the underlying trait or estimate is generally considered to be bad. To test this,
I used similar high/low anchor questions on participants’ relative position in society regarding their
flight behavior. As frequent or long-distance flights are generally considered to be bad among
respondents of my sample,> those who consciously or unconsciously want to feel good (or not that bad)
about themselves should reduce their estimated relative position if a higher anchor is used. Specifically,
people should switch from the standard assimilation to contrasting from the high anchor reducing the
difference in relative position estimates created by the different endpoint anchors.

Results indicate a higher relative flight position for participants answering the higher anchor question
(Mu = 54.4) compared to participants using the same question including a lower anchor (ML = 46.6), (t
= -2.28, df = 228, p = 0.023). ° Although the bias in percentage points differences (7.76) is smaller
compared to the values reported for income and wealth, the difference between this and the estimate
using incomes or wealth is not statistically significant at conventional critical values (Z-standardized
difference between income and flight behavior A=0.15, t= 0.82, p=0.41; Z-standardized difference
between wealth and flight behavior A=0.21, t=1.52, p=0.13); see also Appendix G Figure A5.3). Thus,
although Figure 5.4 hints at some potential increase in contrasting among those reporting large flight
distances, I find a similar upward bias when using upward anchors compared to downward anchors as
observed when respondents estimate their financial subjective relative positions.
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Figure 5.4: Actual and perceived relative flying behavior by question anchor. Every point represents
roughly a twelfth of the treatment group specific respondents in the sample. Solid lines indicate subgroup
specific linear trends. Grey areas indicate 95% confidence interval. N=229.

Second, to further test whether motivational reasons moderate the relationship between anchor and bias,
I asked respondents to indicate how they “value to be rich”, “like to earn much”, and whether they think
“pollution through flights poses a threat for the environment” or consider it “bad to travel by air” (the
last two variables are combined in a sum index; for full question wordings refer to Appendix A).

% To test this assumption, I asked participants whether they consider it “bad to travel by air”: 64% partly or strongly
agree while only 19% partly or fully disagree.

0 A nonparametric test also suggests statistically significant differences (W = 5507.5, p = 0.029). The difference
decreases slightly in size if we drop those with high estimation errors and is only significant at level <0.10: (A=6.4,
t=-1.68, df = 180, p = 0.094).
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Considering that motivational aspects should produce the anchor bias, I expect (H4) that those who
value the underlying trait highly will show a lower bias compared to those who value it as unimportant
(for a similar approach refer to Brown 2012). The estimates reported in Table 5.3 indicate that people
who value a certain trait/behavior position themselves higher up in the relative ranking, suggesting that
motivational mechanisms indeed matter for individuals’ perceptions about their relative positions in
society (although these effects, while pointing in the expected directions, are not statistically significant).
However, considering the main effect of the anchor studies here, I fail to show the proposed effect of
smaller anchor biases for those who value a distribution related value more highly in case of relative
positions in income and flying behavior. For respondents’ subjective wealth positions, the effect is
weakly statistically significant at the p<.10 critical level. However, a potential reason for this result
could also be that respondents who value to be rich know that the wealth distribution is highly unequal
and thus are not as prone to overestimate their position when the question uses and upward anchor. This
shows the weakness of simple tests for heterogenous treatment effects since moderators can be affected
by unobserved confounders.

Table 5.3: OLS estimates of regressions. SRIP (Subjective relative income position), SRWP
(Subjective relative wealth position), SRFP (Subjective relative flight position).

SRIP SRWP SRFP
(€] 2) 3) “4) (%) (6)
Objective Percentile 0.520"" 0.523"*" 0.430™" 0.428"" 0.425™" 0.427*
(0.082) (0.083) (0.048) (0.047) (0.048) (0.048)
Anchor higher (Ref. lower) 9.019™ 8.986™ 12.549™"  12.762"" 8.125™ 8.189"
(2.970) (2.980) (2.844) (2.828) (3.003) (3.006)
Value earning 0.203 -0.434
(1.502) (2.160)
Anchor * Value earning 1.234
(2.997)
Value being rich 1.009 3.727*
(1.444) (1.999)
Anchor * Value being rich -5.578*
(2.858)
Value flying less -1.978 -0.861
(1.509) (1.992)
Anchor * Value flying less -2.623
(3.053)
Constant 6.956" 6.946" 21.462™"  21.460™"  17.1777"  17.134™
(3.262) (3.272) (2.770) (2.753) (3.928) (3.931)
Observations 148 148 225 225 222 222
Adjusted R? 0.252 0.248 0.321 0.329 0.278 0.277

Note: +p<0.10 *p<0.05**p<0.01,***p<0.001. Value earning, Value rich, and Value flying less are Z
standardized. Appendix H Figure A5.4 provides a visualization of the conditional marginal effects of interest.

Third, the last test of the relevance of motivational mechanisms for the anchor effect avoids the issue of
potential unobserved confounders of values and relative estimates by exogenously inducing participants
to think more or less negatively about the scale in question. I obtain that by varying the question wording
of the relative position question regarding flight behavior. Half of the participants had to answer where
they place themselves in the Austrian society with regard to their flight hours, while the other half had
to indicate where they stand relatively in “greenhouse gases produced” due to their flight behavior. I
checked whether the question managed to evoke further concerns about the downsides of flying by
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comparing respondents’ attitudes regarding the “value flying less”-index. Results show that the CO»
treatment raised concerns compared to the flown kilometers condition (t = 2.10, df = 243, p = 0.036).
Hence, the treatment increased concerns about the negative effects of air travelling and can be used to
test whether increased concerns result in increased biases to reduce one’s perceived position relative to
one’s objective flight position.

As indicated in Figure 5.5 (for the full regression estimates see Appendix G), the bias created by the
higher anchor in the CO; condition is still statistically significant and increased the average perceived
relative position by about eight percentage points compared to the lower anchor (A=8.40,t=2.05,p =
0.04) and is even larger compared to the hours condition (A=6.25, t = 1.49, p = 0.13). However, this
difference fails to reach statistically significant levels (ACO»/hours =2.15, t=0.37, p=0.71). Hence, I do
not find evidence for a motivational reduction in the anchor bias due to experimentally caused
emphasizes on the negative value of the underlying estimate.
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Figure 5.5: Linear predictions of subjective relative flight position depending on question wording
and anchor. Whiskers indicate 90% confidence intervals. Prediction based on estimates reported in model
2 Table A5.13, Appendix G.

In conclusion, all three of our motivational tests fail to produce consistent evidence in favor of the
supposed motivational mechanism, indirectly suggesting that cognitive mechanisms might be more
important here. To test this cognitive explanation, I investigated whether a neutral point in the
distribution such as the median income also produces an anchoring bias. Judging the median income,
participants in the low condition estimated that 37.3% of Austrians have a lower income while the
participants in the high condition estimated this share to be 49.2%. Like the results above involving
estimates about one’s own position, the bias is directionally consistent and similar in size (t = -6.48, df
=220, p<0.001). Moreover, the size of error is similar to the error in own relative income position (2.56,
t=1.26, df = 303, p = 0.208) and does not depend on respondents’ objective income (see Appendix J
Figure A5.6). This suggests that cognitive processes that increase the visibility of anchor consistent traits
are at the center of the anchoring bias investigated here.®’

Strategies to debias relative position estimates

So far, the study found that question anchors have robust effects on relative income positions and that
these are mainly produced by cognitive mechanism as these anchors highlight selective information

61 As the difference is strongly influenced by a few outliers, I drop respondents with large estimation errors (1%
and 10" decile of errors) in this case. However, the difference would be even larger if I would use all cases in the
sample (A =17.9, t =-8.34, df = 258, p<0.001).
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consistent with the specific anchor used. What can researchers do to reduce this bias and get more
accurate estimates on respondents’ perceptions of their relative income positions? A simple but
potentially effective option would be to ask respondents about their relative income position using both
upward and downward comparatives at the same time. This follows the idea that emphasizing opposite
traits should debias estimates and work better than explicitly stating that the anchor (in our case the word
low / high) does not give any information about the underlying distribution or the true value (Chapman
and Johnson 1999). Fernandez-Albertos and Kuo (2018) already tried this approach to avoid a potential
anchor bias and also to get an easy consistency check as both numbers had to add up to 100.

To test whether this approach can indeed reduce the anchor bias, I use respondents’ answers to the
relative income question when respondents were provided with a double anchor randomizing the order
of appearance of the anchors. Respondents had to insert both values as I intended to test whether people
would choose estimates that will add up to 100 (see also the section on robustness checks below). In the
following test, I only use those respondents who passed this consistency check. Contrary to the
prediction that providing both anchors would lead to a reduction in biases, the difference in estimates
remains large and depends on which anchor is provided first (high first: My = 36.0; low first: My = 27.3).
The difference is not significant due to the small sample size (N=60) but quite similar in size compared
to the other treatments (t = 1.44, df = 58, p = 0.1558). A simple explanation for this result might be that
respondents failed to reconsider the initial answer after reading and answering the second question and
only subtracted the first answer from 100 (see Appendix I). This is in line with the literature suggesting
that effortful “cognitive 2” thinking might be necessary for successful debiasing (Kahneman 2011;
Wegener et al. 2010). Hence, at least for non-incentivized survey questions investigated here, standard
double anchors are not sufficient in debiasing estimates.

A more promising strategy that does not rely on respondents’ cognitive efforts is to debias respondents’
answers using a “neutral” reference point. The basic idea is that, by using a known absolute income as
a reference point, one can calculate the distance of respondents’ own subjective relative position to the
biased neutral point which should eliminate the cognitive part of estimation bias because both should be
similarly biased by the specific comparative anchor used. Thus, using this approach, we can estimate
respondents’ perceived relative positions cancelling out the effects of floating endpoint anchors such as
“low” or “high”. Fortunately, the relative position estimate of the median income can be used as such a
“neutral” reference point. That is because both median and own income position should be biased by
the anchor so that the difference should eliminate the anchor bias revealing respondents’ perceived
income position relative to the median income, which is the main variable of interest in the standard
economic model for the size of government (Meltzer and Richard 1981). In line with this expectation, I
find that the resulting perceived income positions differ much less and are statistically insignificant
when using a high or a low-income anchor (A = 4.67,t=1.31, df = 114, p = 0.193). Thus, this simple
“difference-in-difference” approach can successfully cancel out most of the biases introduced by the
anchors and reveal a more accurate picture of individuals’ perceived distance to the median income.

Robustness checks

The study includes two consistency checks to evaluate whether the bias is driven by respondents having
difficulties understanding the survey questions. First, the double anchor enables me to check whether
participants’ estimates about the share of people above and below their relative position add up to 100.
Of the 78 participants who answered this question 17 failed to pass this test (22%). Interestingly only
one of these estimates exceeds the 100% threshold while all others underestimate it, and the share
reduces to 15% if we allow small errors (>90%) that could indicate that respondents simply wanted to
express the variance in their relative positions. I checked if participants with a migration background
(from a non-German speaking country) or participants that reported comprehension or technical
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problems explain these inconsistencies with a binary logistic regression. Although all coefficients point
in the expected direction, they fail to reach statistically significant levels (see Appendix E, Table A5.12).
Dropping these cases has no substantial effect on the resulting anchor bias compared to using the full
analytical sample (see Appendix I).

The second consistency check can be calculated for treatment groups 1 and 2. As respondents estimated
both, their personal relative income position and the relative position of an imaginary person earning
the median income of 1650 Euros a month, we can check whether participants stayed consistent in their
answers. For example, if a participant earns 2000 Euros and estimates the share of people earning less
than herself to be 50% and afterwards assesses the share of people earning less than 1650 Euros and
provides the answer 60%, the answers are logically inconsistent.®? Out of 150 respondents, 24 provided
inconsistent answers of this kind (16%). Again, we checked if participants with a migration background
(from a non-German speaking country) or participants that reported comprehension or technical
problems explain these inconsistencies with a binary logistic regression. Having been born in a country
with a non-German language significantly predicts failing the inconsistency check.®® To account for
potential language barriers confounding the treatment estimates, I include a robustness check that
controls for migration background or reporting technical difficulties with completing the survey in
Appendix K, Table A5.14. These results indicate no substantial changes from the estimates provided in
the main manuscript.

A further potential concern regarding the results provided could be that they are driven by a few outliers
with very large estimation errors or by a few “satisficers” who rush through the survey. To test this, I
checked if the anchor effect is driven by respondents who spend very little time on answering the
question or had large misperceptions. Dropping respondents in the first and last decile of estimation
errors (absolute distance of difference in perception and objective relative position) results in a
difference of 10.3 percentage points (t = -3.39, df = 115, p-value < 0.001), nearly identical to the 9.9
percentage points of the full sample. Answer time specific analyses reported in Appendix L reveal no
clear evidence that the bias is driven by respondents with shorter answer durations. Furthermore,
dropping estimation or time outliers also reveals no substantial changes in regression models including
further control variables to account for potential variation in respondents’ comprehension issues
suggesting that the bias is not (solely) driven by outliers or satisfiers (see Appendix K, Table AS5.12,
Table A5.13, and Table A5.14).

Discussion

The existing literature has interpreted perceptions mainly as indicators of misinformation. In contrast, I
suggest that perceptions are the result of complex process of social comparison, suggesting that
individuals are not only sensitive to the size of inequality but also to how it is framed. Focusing on the
direction of comparison and following previous research in social comparisons and human self-
assessments, I suggest that the endpoint anchors (poor/rich) people used when assessing the size of
inequality affects their subjective relative income positions and their fairness beliefs. I test these
hypotheses using a representative survey experiment conducted in Austria in which I randomly vary the

62 The inconsistent answers could also arise if people guessed that the number of 1650 Euros must be specifically
selected and therefore answered 50%. 6 of those which provided inconsistent answers choose this threshold which
suggests that at least some respondents intended to correct their estimates in this way. This idea is also consistent
with an attitudinal perspective of anchoring in that sense that respondents think anchors provide information
(Wegener et al. 2010).

9 However, note that if we exclude those which provided a 50% answer (see for details note 5) language loses its
significance and noting comprehension problems becomes significant. This hints at the possibility that while
initially overwhelmed by relative income questions some participants with a foreign language learned to
understand question and adapted their answers accordingly.
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comparative anchor when assessing respondents’ subjective relative income position. The result
suggests that people have substantially higher relative income perceptions when they estimate their
position using an upward compared to a downward anchor. Moreover, different comparisons result in
different fairness attitudes, and the anchor bias affects respondents’ perceptions about one’s overall
subjective status in society. Hence anchor biases can directly affect selected fairness attitudes and
change individuals’ beliefs about their overall standing in society due to biased estimates about their
relative income position.

In a second study, I investigate the proposed mechanism directly to test whether cognitive or
motivational mechanisms explain this anchor bias. Contradicting the motivational explanation, I find no
consistent evidence that respondents’ values affect the anchor bias, even if | experimentally manipulate
them. On the contrary, the assessments of neutral points in the distribution (not involving the self) are
biased as well, suggesting that a cognitive anchor and adjustment bias that highlights anchor consistent
information produces most of the bias created. Testing a common strategy to debias these estimates, I
find that a double anchor has no effect. However, I suggest and successfully test a new strategy involving
a difference in difference estimation that manages to successfully debias the estimates.

The fact that upward and downward comparisons have different effects on people’s subjective relative
incomes and fairness beliefs has at least two main consequences. First, from a substantial standpoint,
the ratio of upward and downward comparisons itself becomes a relevant factor that might influence
decision making. On this issue, Duesenberry (1949), in his seminal study on individual consumption
and savings behavior, already postulated that social comparisons of income are not symmetric and
predicted a larger tendency for upward comparisons (see also Boyce et al. 2010; Davidai and Gilovich
2015; Ferrer-i-Carbonell 2005). This also relates to the broader literature on advantage versus
disadvantage framing (Bohmann and Kalleitner 2023; Fehr and Schmidt 1999; Lowery et al. 2009).
Thus, future studies may investigate to what comparative groups people are exposed to in their daily
lives and in the media to investigate whether the rich or the poor are framed in ways that favor
contrasting or assimilation (Buunk and Gibbons 2007; Summers et al. 2022). Some studies of the
portrayal of merit in popular culture already point in that direction (Carbone and Mijs 2022).

Second, from a methodological standpoint, the anchor effect introduces a bias to perception estimates if
researchers use either an upward or a downward comparison question to measure individual’s
(mis)perceptions. The issue that endpoint anchoring might result in different levels of perceived incomes
or social status positions has been known for a while (Hurd 2009; Lindenberg 1977; Wegener 1987).
However, common measures to elicit individual (mis)perceptions in the current literature nevertheless
often use only one-directional comparison, relying on the assumption that the direction of comparison
does not distort peoples estimates (and biases) (Bottan and Perez-Truglia 2022; Bublitz 2022; Cruces et
al. 2013; Engelhardt and Wagener 2018; Fernandez-Albertos and Kuo 2018; Karadja et al. 2016). The
findings presented in this study suggest that this assumption is not warranted. This adds to the growing
literature expressing substantial concerns with the methods used to elicit individuals’ (mis)-perceptions
in the political economy literature (Eriksson and Simpson 2012; Goldstein and Rothschild 2014; Graham
2023; Page and Goldstein 2016; Pedersen and Mutz 2018). In fact, the results suggest that a substantial
part of the misperceptions found in previous literature might have been produced by the specific question
anchors different studies use. Thus, future studies might want to avoid questions using endpoint anchors
or use the debias strategy I presented.

The relative income questions that I study here are only one of the many strategies proposed to measure
people inequality perceptions and where they think they stand in the income distribution (Jachimowicz
et al. 2022). Some of them have shown that they produce more accurate intuitions about distributions
than the methods described here (see e.g. Goldstein and Rothschild 2014; Page and Goldstein 2016).
However, we still do not know whether those more accurate estimates represent distributions people
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actually use when they decide to support a certain legislation or vote for a specific party. The evidence
only suggests that under the right circumstances people are better equipped to reach more accurate
estimates about distributions than in other cases. Further research is needed to increase our
understanding of the influence of the specific context in which people form estimates about their position
in society and what perceptions people actually base their decisions on. Contributing to this research
endeavor this study suggests that perceptions are not simple indicators of misinformation; instead, they
involve different social mechanisms that can tell us as much about how people want inequality to be as
about how they think inequality is right now.

In sum, this chapter highlights that relative income perceptions are essentially also indicators of
comparison that reflect how people see their own situation relative to specific others. However, this
comparative nature should not only apply to individuals’ inequality perceptions but also to their
perceptions about the current state of redistribution in general and tax progressivity specifically. Hence,
people will likely conceive tax rates (and commonly related tax brackets) as contributions to the state
budget made by different income classes. Therefore, perceptions might not only influence people’s
fairness beliefs directly via the legitimizing nature of the status quo but also through other mechanisms
that influence how people perceive their tax contributions relative to others. Similar to how they perceive
their income position to be different if they compare it to the rich or the poor people might perceive their
own and others tax contribution differently if they evaluate the rich as others or they themselves are rich.
This may not only influence individuals’ perceived tax progressivity but also their feelings of tax
solidarity and thus may determine whether they a willing to support redistributive taxation or not. The
following chapter tests these arguments empirically.
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Appendix (Chapter 5)

A: Question wording:

Own translation from the German original. See the main text for the question wording of the relative
income question. See Chapter 4 for the question wording of the sociodemographic indicators including

income.

Study 1:

Concept

Item

Answer-Scale

Subjective social
position (present)

There are people who tend to be towards the top
of our society and people who tend to be
towards the bottom. On this card there is a scale
that runs from top to bottom. Where would you
place yourself on this scale nowadays?

10 point scale with endpoint
labeling 1=top, 10 = bottom.

Subjective social
position (future)

There are people who tend to be towards the top
of our society and people who tend to be
towards the bottom. On this card there is a scale
that runs from top to bottom. Where would you
place yourself on this scale nowadays?

10 point scale with endpoint
labeling 1=top, 10 = bottom.

Citizens’ concerns
about inequality

The social inequality in Austria is too large.

5 point scale (Strongly favor,
strongly oppose)

Distributive
justice - equality

A society is fair when income and wealth are
equally distributed among all people.

5 point scale (agree strongly
to disagree strongly)

Distributive
justice - equity

A society is fair when hard-working people earn
more than others.

5 point scale (agree strongly
to disagree strongly)

Distributive
justice - need

A society is fair when it takes care of those who
are poor and in need regardless of what they
give back to society.

5 point scale (agree strongly
to disagree strongly)

Distributive
justice -
entitlement

A society is fair when people from families with
high social status enjoy privileges in their lives.

5 point scale (agree strongly
to disagree strongly)
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Study 2:
Personal Income:
How high is your current personal monthly gross income? Please round to hundreds.

The gross income is defined as wage income before taxes. Please also include payed overtime.
Do not count the 13" and 14" monthly income or one-time benefits like boni or public transfers
like unemployment benefits and study assistance.

Monthly income: €
Relative income position of the median income:

Imagine a person earning 1650 Euro gross income a month (14 times a year). Which part
of the roughly 6.9 million income earners' you guess has a lower/higher yearly gross
income? than this person?

! This group includes part- and full-time employees, as well as people receiving pensions.
Individuals that have not worked all year long are included as well.

2 This income is the total yearly gross income defined as wage income before taxes. This
includes the 13™ and 14™ monthly income. Pensions are also included, but not public transfers
like unemployment benefits and study assistance.

Enter the estimated share here: %

Personal flight duration:

Please provide the total flight time of your travels during the period of July 01, 2019 —
September 30, 2019.

Please enter the sum of business and vacation travel.

Please enter 0 hours if you did not travel by air during this period.
Within Europe: _ hours

Intercontinental:  hours

[if O then the questionnaire switched to a similar question that asked about the total flight time
in the summer of 2018]

Subjective relative flight behavior [either carbon footprint or flight time] :

There are 1.2 million airline passengers' between July and September. Which part of them
you guess has a lower/higher flight-carbon footprint? than you?

! People without flights during this period are therefore excluded.
2 Again, this refers to the sum of vacation and business travel
Enter the estimated share here: %

There are 1.2 million airline passengers' between July and September. Which part of them
you guess has a lower/higher flight time? than you?

! People without flights during this period are therefore excluded.
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2 Again, this refers to the sum of vacation and business travel
Enter the estimated share here: %

Household wealth:

First, about the tangible assets. Please provide an estimate of the amount of: Principal
Residence (if the household owns it), other real property, business property, vehicles, and
valuables (e.g. jewelry and other valuable items):

Please provide an approximate estimate in Euros.
Tangible assets: €

Now for the financial assets. Please provide an estimate of the total amount of assets in:
current accounts (salary accounts), savings deposits, building savings agreement, life
insurance, investment funds, bonds, shares:

Please provide an approximate estimate in Euros.
Financial assets: €

Now about your debt. Please provide an estimate of the amount from both secured
(mortgage loans) and unsecured loans (overdrafts, credit card loans, loans from friends,
etc.):

Please provide an approximate estimate in Euros.
Dept: €
Subjective relative flight behavior [either carbon footprint or flight time]:

Imagine the net wealth of all households in Austria. Which part of the roughly 3.8 million
households' in Austria you guess has a lower/higher net wealth than you?

! This group includes employed full-time or part-time workers, apprentices and pensioners.
Persons who did not receive income for the entire year are also included.

Enter the estimated share here: %

Attitudes and values [always asked after the relative position questions]:

Now I will briefly describe some people. Please listen to each description and tell me how
much each person is or is not like you.

a) It is important to her/him to be rich. She/He wants to have a lot of money and
expensive things.

b) A high income is important to her/him. She/He wants to earn as much as
possible.

Response scale:

e Very much like me
Like me
Some-what like me
A little like me
Not like me
Not like me at all
(Don’t know)
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Generally speaking, how dangerous would you estimate the damage caused by air pollution
due to aircrafts?

Overall, it is bad to travel a lot by airplane.

Extremely dangerous
Very dangerous
Quite dangerous
Hardly dangerous
Not dangerous at all
(Don’t know)

Applies completely

Likely applies

Partly applies partly does not apply
Likely does not apply

Does not apply at all

(Don’t know)
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B: Robustness checks for income scale differences and heterogenous treatment
effects by sociodemographic subgroup

To check if the answer scale used to elicit respondents’ objective personal incomes affect our results, 1
use the fact that the potential information gained from the scale should be higher for those at the margins
of the income distribution. Thus, I exclude the lowest and highest two income deciles and compare the
correlation between relative income and objective income to the same correlation using the full
analytical sample. (Full sample: Pearson’s R = 0.50, N=669; Restricted Sample: Pearson’s R =0.78, N=
305). Hence, while I find the expected difference in the correlation, it still remains far from perfect (=1)
even for those with very high or very low incomes. However, to avoid potential misinterpretations, the
results reported in the main text include graphs showing the error over the whole income distribution.
Crucially for this study, the anchor bias of respondents at margins of the income distribution compared
to those in the middle is similar in size (Amid=10.2,t=7.23, df = 667, p <0.001; Aedge=9.65,t=3.94,
df =292, p <0.001).

The questionnaire also included an item asking whether respondents “understood all the questions well”.
Respondents could answer this question on a 4-point rating scale ranging from “fully agree” to “fully
disagree”. Table AS5.1 shows the distribution of answers and the average perception error in relative
income position of the respondents. While the bias grows with reported comprehension problems it is
sizeable and statistically significant for all subgroups, even those who reported no difficulties.

Table A5.1: Mean size of income anchor bias depending on respondents’ reported ease to
understand the survey questions

Mean error in perceived  Difference in perception

Survey was easy to comprehend n relative income position

Fully agree 648 15.75 9.23""
Somewhat agree 264 16.32 7717
Somewhat disagree 59 21.07 11.48"
Fully disagree 31 15.77 20.21°

Note: 2-sided t-test for differences in means. *=p<0.05, **=p<0.001
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Table A5.2: Mean perceived relative income position by socio-demographic subgroup

Mean perceived Diff
category Anchor relative income n se (anchor high-
position low)
Primary lower incomes 36.07 26 4.06
Primary higher incomes 51.42 41 3.82 53
Voc. training lower incomes 43.49 182 1.42
Voc. training higher incomes 54.29 187 1.53 10:5
Secondary lower incomes 45.02 156 1.77
Secondary higher incomes 53.88 174 1.70 w80
University lower incomes 56.55 140 1.83
University higher incomes 65.12 99 2.15 57
Employed lower incomes 47.99 370 1.09
Employed higher incomes 59.16 347 1.09 A
In education lower incomes 17.69 40 2.60
In education higher incomes 33.26 36 4.44 137
Retired lower incomes 46.62 78 1.92
Retired higher incomes 50.97 96 2.15 +3
Men lower incomes 49.61 257 1.40
11.38
Men higher incomes 60.99 266 1.29
Women lower incomes 40.45 246 1.30
Women higher incomes 48.21 235 1.41 n70
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Table A5.3: OLS-regression estimates testing for heterogenous treatment effects by socio-
demographic subgroup

Subjective relative income position

@
Objective relative income position 0.527"*
(0.041)
Question anchor: Higher incomes 13.793"
Ref. Lower incomes (6.307)
Gender: Women 0.069
Ref: Men (1.680)
Age -0.019
(0.074)
Education: Vocational training -5.262"
Ref: Primary (2.636)
Secondary -1.792
(2.871)
Tertiary 3.547
(3.120)
Employment status: In education -9.411"
Ref: Emplyed or Self-employed (3.706)
Retired 4.161
(2.653)
Unemployed -1.098
(4.309)
Higher incomes X Objective relative income position 0.045
(0.057)
Higher incomes X Women -2.686
(2.313)
Higher incomes X Age -0.045
(0.104)
Higher incomes X edu4Vocational training 1.399
(3.298)
Higher incomes X Secondary -2.746
(3.697)
Higher incomes X University -4.173
(4.276)
Higher incomes X In education 2.084
(5.268)
Higher incomes X Retired -5.932
(3.640)
Higher incomes X Unemployed -3.071
(5.524)
Constant 17.062**
(4.799)
Observations 998
R? 0.473
Adjusted R? 0.463

Note: *p<0.10, ‘p<0.05, “p<0.01, *p<0.01.
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C: Balance checks (study 1)

Table A5.4: Balance table for the subgroup not treated with information about one's relative income
position or tax rates in Austria

lower incomes higher incomes
N=127 N=117
Mean Std. Dev. Mean Std. Dev.  Diff. in Means  Std. Error
Rel. inc. position 60.7 254 63.3 22.9 2.6 3.1
Income in EUR 24879 1788.2 2595.0 1781.7 107.1 228.7
Age 424 14.0 44.8 14.8 24 1.9
N Pct. N Pct.
Gender Mann 60 47.2 68 58.1 0.1* 0.06
Frau 67 52.8 49 41.9
Education Primary 7 5.5 8 6.8 0.01 0.03
Voc. training 54 42.5 41 35.0 -0.07 0.06
Secondary 34 26.8 40 34.2 0.07 0.06
University 32 252 28 23.9 -0.01 0.06
Answer time (RI) 44.7 21.8 40.5 214 -4.2 2.8

Note: Differences in ordinal or nominal variables calculated using dummy variables; +p<0.10, “p<0.05,
“p<0.01.

Table A5.5: Balance table for full analytic sample

lower incomes higher incomes
N=504 N=501
Mean Std. Dev. Mean Std. Dev.  Diff. in Means  Std. Error
Rel. income pos. 61.6 25.0 59.0 24 .4 -2.6 1.6
Income in EUR 25294 17448 2318.8 1592.1 -210.6* 105.4
Age 43.4 15.2 44 .2 15.4 0.7 1.0
N Pct. N Pct.
Gender Mann 257 51.0 266 53.1 0.02 0.03
Frau 246 48.8 235 46.9
Education Primary 26 5.2 41 8.2 0.03* 0.02
Voc. training 182 36.1 187 37.3 0.01 0.03
Secondary 156 31.0 174 34.7 0.04 0.03
University 140 27.8 99 19.8 -0.08™ 0.03
Answer time (RI) 47.3 21.8 431 22.8 -4.2" 14

Note: Differences in ordinal or nominal variables calculated using dummy variables; *p<0.10, “p<0.05,
p<0.01.
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D: Checking for the effects of estimation and time outliers (study 1)
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Figure A5.1: Actual and perceived relative income position excluding outliers in a) estimation error
or b) time to answer the survey question on one’s perceived relative income position. Solid coloured
lines indicate subgroup specific linear trends. 45-degree line indicates the no bias case. Outliers are defined
as a) the top quintile in estimation error and b) the top and bottom decile in answer time. Grey areas indicate
959% confidence interval. Na=797, Np»=778.

Anchor

lower incomes
® higher incomes

Perceived relative Income
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Figure A5.2: Actual and perceived relative income by question anchor displaying the actual
numerical answers of respondents. 45-degree lines indicate the no bias cases. N= 1005.
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E: Missing values and balance checks (study 2)

Table A5.6: Proportion of missing values per question

n missing Total N
Relative income position 420 270
Income in EUR 4 270
Relative position of a person with median income 9 270
Relative wealth. position 40 270
Net wealth 41 270
Relative flight position 40 270
Flight duration 40 270

Note: 2 of those 33 are missing because they did not receive this question because they reported an actual

income of 0.

Table A5.7: Balance table for main anchor experiments (Income/wealth & double anchor)

CO2 hours
higher lower higher lower
N=63 N=67 N=63 N=63
vean 59 pean S Dift i s [ TS TSt Diff. in Std,
Dev. Dev. Means Error Dev. Dev. Means Error
Relative lincome 355 205 300 185 -57 37 |267 125 283 128 16 24
position
Relative weallh 465 304 427 298 -38 56 |422 289 395 306 27 56
position
Relative  flight 674 315 703 334 30 60 | 704 285 678 302 26 55
position
Ever in payed 003 02 003 02 -0002 003 |006 02 006 02 00 0.04
employment
Gender 06 05 06 05 -006 009 |07 05 06 05 -0.1 0.09
Age 253 63 231 31 -22* 09 |236 31 236 42 004 07
German 03 05 04 05 007 009 [05 05 03 05 -02° 009
speaking CoB
N Pct. N Pct. N Pct. N Pct.
University course 1 33 524 36 53.7 34 540 35 55.6
2 10 159 12 179 10 159 10 159
3 4 63 7 10.4 9 143 7 11.1
4 9 143 6 9.0 6 95 9 14.3
5 4 63 3 45 3 48 2 3.2
6 3 48 3 45 1 16 0 0.0

Note: Differences in ordinal or nominal variables calculated using dummy variables; *p<0.10, “p<0.05,

*p<0.01.
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Table A5.8: Balance table for the CO2 /hours priming

Main anchor experiment Double anchor
lower higher high first low first
N=92 N=90 N=48 N=45
Vean S oo St Diff in Sd. |\ TSd. TS Dift. in St
Dev. Dev. Means Error Dev. Dev. Means Error
Relative ‘income 309 172 325 188 16 29 |27 129 256 118 -15 27
position
Relative - weallh 417 308 447 301 30 49 |437 291 396 289 42 638
position
Relative  flight 647 334 680 304 3.2 50 |708 293 796 247 88 6.5
position
Ever in payed 005 02 008 03 002 004 |006 02 007 03 0004 005
employment
Gender 06 05 06 05 -003 008 |07 05 04 05 -03* 0.1
Age 234 39 245 55 1.1 08 |243 37 234 31 -10 0.8
German 04 05 04 05 -001 008 |05 05 03 04 02+ 0.1
speaking CoB
N Pct. N Pct. N Pct. N Pct.
University course 1 49 53.3 51 56.7 28 58.3 25 55.6
2 16 174 14 156 6 125 8 17.8
3 10 109 8 8.9 5 104 4 8.9
4 12 130 10 111 5 104 5 11.1
5 3 33 5 56 2 42 2 4.4
6 2 22 2 2.2 2 42 1 2.2

Note: Differences in ordinal or nominal variables calculated using dummy variables;

“p<0.01.

*p<0.10, "p<0.05,

Table A5.9: Binary logistic regression estimates explaining respondents’ propensity to fail the

consistency checks

Failed consistency check 1 Failed consistency check 2

1) (2)
Non-German migration background 0.276 0.889°
(0.664) (0.505)
Had problems understanding everything (1-4) 0.607 0.561
(0.518) (0.402)
Had some technical issues (1-4) 0.216 0.361
(0.325) (0.271)
Constant -2.586™ -3.440™
(0.997) (0.750)
Observations 62 138
Log Likelihood -31.967 -55.650
Akaike Inf. Crit. 71.933 119.3

Note: *p<0.10, *p<0.05, *p<0.01, "*p<0.01.
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F: Calculating income/wealth/flight percentiles:

To estimate the income percentiles, I use data on income percentiles provided by the governmental
statistics agency which relies on income taxation records (Statistik Austria) of the year 2016 which was
the latest available at the time of conducting the survey (Fischer 2017). This approach likely
underestimates respondents’ actual relative income percentiles due to the general income increase of
about 5.8% between 2016 and 2018 (calculated at the median). To estimate the net wealth percentiles, I
use data provided to me by the authors of the official report of the household finance and consumption
survey (HFCS) 2017 for Austria. This data is identical to the one presented in Figure 7 of this report
(Fessler, Lindner, and Schiirz 2019). As the authors do not provide specific percentiles in the ranges 1-
5 and 95-100 due to data limitations, [ only calculate relative wealth positions for this range. To estimate
net wealth, I use a shortened set of questions that are structurally similar to the ones used in the HFCS.
In line with the approach there, I calculate net wealth as the sum of tangible assets and financial assets
minus dept.

Austria reports no official statistics on the flown km or hours within its population. However, the
Austrian governmental statistics agency conducts a regular survey on the “travel customs of Austrians”
(Reisegewohnheiten der Osterreicher und Osterreicherinnen) that asks 3500 randomly chosen
individuals aged 15 and older in Austria four times a year about their travel locations and means of
transport in the previous quarter. [ use the anonymized microdata of this dataset of the latest full year
available to me at the time of conducting the survey (2016) to estimate the travel percentiles (in minutes)
of the Austrian population for the summer quarter (July to September) (Laimer and Lebersorger 2017).
To do that [ first calculate a travelling population centralized average Austrian departure airport using
the geolocations of all Austrian airports and the number of passengers who departure from this airport.
Afterwards, I use the geolocations of the country midpoints of the 53 destination categories within the
micro dataset (mostly countries and the 9 federal states of Austria) to calculate the distance between
these destinations and the “generalized” departure airport using the “Haversine formula” that calculates
the great-circle distance (shortest distance between two points on the surface of a sphere) approximating
the flight distance. [ assume direct flights as well as only direct round trips (distance times 2) and only
use destinations where respondents indicated that they travelled by plane. To transform the distances
(km) to flight durations (minutes) I calculated a linear regression using a subset of popular travel
destinations and their distances in km as well as minutes using data from distance.to (Georg 2022). [ use
the resulting regression coefficients to predict the flight durations of all trips within the dataset. A
plausibility check of some flights revealed that they match average travel times reported by airlines. To
estimate approximations for the Austrian general population I use the design and poststratification
weight provided alongside the data and calculate percentiles afterwards. Because the flight duration was
generally increasing between 2016 and 2019 and because of the necessary assumptions (only direct
flights) it is likely that I underestimate the flight duration in the general population. While this limits my
ability to compare the subjective estimates to the “true” relative positions, this has no consequences for
my ability to estimate the effect of the question anchor on respondents’ subjective relative positions.
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G: Relative flying behavior separated by question wording
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Figure A5.3: Actual and perceived relative flying position asking for a) hours or b) COz emission by
question anchor. Every point represents roughly a twelfth of the treatment group specific respondents in
the sample. Solid lines indicate subgroup specific linear trends. Grey areas indicate 95% confidence interval.
Na=117, Np=112. The clustering of respondents among relatively frequent (or long distance) fliers could be
due to the student sample or because the objective estimates likely underestimate the true flying behavior
in the Austrian population see Appendix F.

Table A5.10: OLS-Regression estimates of subjective relative flight position

Actual relative flight position 0.432™
(0.048)
Anchor: higher (Ref: lower) 8.402"
(4.097)
Question wording: hours (Ref: CO,) 1.382
(4.078)
Anchor * Question wording -2.149
(5.860)
Constant 16.269™
(4.385)
Observations 229
Adjusted R? 0.271

Note: +p<0.10, 'p<0.05, “p<0.01, **p<0.01.
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H: AME of potential moderators of the anchor effect on respondents’ subjective
relative positions
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Figure A5.4: Conditional average marginal effects of the higher question anchor on the perceived
relative a) income position, b) wealth position, and c) flight position of respondents depending on
respondents’ trait specific values. For details see also Table 5.3 in the main text.
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I: Double anchor regression estimates

Using the double anchor participants indicated that 30.9% of people are below them answering lower
question and 38.4% asking the higher question. While smaller compared to differences with a single
anchor reported above, the difference is still substantial and statistically significant (t = 1.80, df = 150,
p=0.073). This difference is robust for excluding respondents failing the consistency check of providing

estimates that add up to 100%. Hence, providing a double anchor cannot debias the estimates.
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Figure A5.5: Actual and perceived relative income position using a double anchor using a) the full
analytical sample, b) only those passing the consistency check (sum to 100). Every point represents
roughly a twelfth of the treatment group specific respondents in the sample. Solid lines indicate subgroup
specific linear trends. Grey areas indicate 95% confidence interval. Na=122, Nb=92.

Table A5.11: OLS-Regression estimates of subjective relative income position

(1) (2) (3) (4)

Actual relative income position 0.173* 0.173" 0.209° 0.209"
(0.095) (0.095) (0.106) (0.106)
Anchor: higher (Ref: lower) 8.689™ 13.900 0.000  0.000

(2.878) (5.169) (0.000) (0.000)
Question wording: higher first (Ref: lower first) 11.171% 16.298™ 16.858" 16.858™
(5.580) (5.496) (6.450) (6.450)

Higher * high first -10.255" 0.000
(5.708) (0.000)
Constant 12.311 9.705 9.113 9.113
(7.746) (7.757) (8.414) (8.414)

Observations 122 122 92 92
R? 0.102 0.112 0.157 0.157
Adjusted R? 0.079 0.082 0.129 0.119

Note: M1 and M2 use the full analytical sample, while M2 and M4 use only those passing the consistency
check that the sum of the answers provided (lower and higher) has to sum up to 100. Standard errors in
parentheses. *p<0.10, 'p<0.05, “p<0.01, **p<0.01.
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J: Median income biases relative to respondents’ objective income
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Figure A5.6: Perceived relative income position of the median income relative to respondents’
actual personal relative income position. Every point represents roughly a twelfth of the treatment
group specific respondents in the sample. Solid lines indicate subgroup specific linear trends. Grey areas
indicate 95% confidence interval. N=261.

112



K: Long regression and further control variables

©
o
s

perceived relative position
o
I~

<
=)

Average maringal effects of higher anchor on

Income Wealth Flight b. (hours) Flight b. (CO2) Median income

Figure A5.7: Average marginal effects of higher anchor on perceived relative positions by category
of estimated distribution. OLS regression model is calculated using a long format with nested relative
position evaluations (for income, wealth, etc.) within respondents. All subjective relative position estimates
have been previously Z standardized. The point estimates therefore indicate the effects in category specific
standard deviations. Whiskers indicate 95% confidence intervals calculated using cluster robust standard
errors at the respondent level. n=867 evaluations of N=275 respondents.

Table A5.12: OLS-Regression estimates of subjective relative positions (long approach)

Income Wealth Flight behavior Median income

1 2 3 4 5 6 7 8 9 10 11 12

Anchor: higher 0.482" 0.412" 0435 0.564™ 0.484™ 0493" 0.298 0274 0273 0.919™ 0.842™ 0.846™

(0.159) (0.152) (0.151) (0.127) (0.112) (0.111) (0.131) (0.123) (0.124) (0.110) (0.127) (0.129)

Controls - yes yes - yes yes - yes yes - yes yes
Control
Interactions ) l yes - - yes - - yes - - ves
Num.Obs. 150 137 137 230 219 219 230 205 205 261 201 201
R2 Adj. 0.052 0.246 0.266 0.076 0.339 0.347 0.018 0.267 0.274 0.209 0.185 0.164

Note: Controls include objective percentile in the respective distribution, relevant value, university course,
technical problems, understanding issues, non-german country of birth.
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Table A5.13: OLS-Regression estimates of subjective relative positions (long approach w/o estimate

outliers)

Income Wealth Flight behavior Median income
! 2 (bjth) (C402) (hoirs) 6

Anchor: higher 0.291" 0.177* 0.164 0.177 0.221 0.701™

(0.092) (0.092) (0.101) (0.154) (0.152) (0.110)
Controls yes yes yes yes yes yes
Control Interactions yes yes yes yes yes yes
Num.Obs. 109 175 161 82 77 175

R2 Adj. 0.716 0.675 0.609 0.606 0.632 0.189

Note: drops first and last decile of relative estimation error. Standard errors in parentheses. *p<0.10,

*p<0.05, *p<0.01, *"p<0.01.

Table A5.14: OLS-Regression estimates of subjective relative positions (long approach w/o answer

time outliers)

Income Wealth Flight behavior Median income
! 2 (bc?th) (C402) (hoirs) 6

Anchor: higher 0.371 0.601™ 0.273* 0.251 0.296 0.746™

(0.155) (0.124) (0.142) (0.210) (0.212) (0.150)
Controls yes yes yes yes yes yes
Control Interactions yes yes yes yes yes yes
Num.Obs. 110 164 158 82 76 154

R2 Adj. 0.286 0.401 0.260 0.230 0.267 0.187

Note: drops first and last decile of answer time in the respective relative positioning question. Standard

errors in parentheses. *p<0.10, *p<0.05, “p<0.01, **p<0.01.
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L: Answer time and anchor difference in respondents’ subjective relative position

estimates
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Figure A5.8: Respondents subjective relative a) income position, b) median income position, c)
flying behavior, d) wealth position depending on the time spend answering the specific question.
The points indicate respondents’ actual positions. The solid lines indicate the local average estimates
calculated using a LOESS approximation. The grey area indicates the 95% confidence intervals.
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6) Taxed fairly? How Differences in Perception Shape Attitudes towards
Progressive Taxation

Abstract

Empirically, the poor are more likely to support increases in the level of tax progressivity
than the rich. Such income-stratified tax preferences can result from differences in
preferences of what should be taxed as argued by previous literature. However, it may also
result from income-stratified perceptions of what is taxed. This study argues that the rich
perceive higher levels of tax progressivity than the poor and that tax perceptions affect
individuals’ support for progressive taxation. Using data from an Austrian survey
experiment this argument is tested in three steps: First, in line with past research,
individuals’ income position is connected to individuals’ tax preferences as a self-interest
rationale would predict. However, second, results show that this variation is mainly driven
by income-stratified tax perceptions. Third, randomly informing a subset of the sample
about actual tax rates, the study finds that changing tax perceptions causally affects support
for redistributive taxation among those who initially overestimated the level of tax
progressivity. Results indicate that tax perceptions are relevant for forming tax preferences
and suggest that individuals are more polarised in their perceptions of who pays how much
taxes than in their support for who should pay how much tax.

Introduction

Inequality is on the rise in many countries around the globe. Progressive taxation is one effective tool to
reduce inequality but popular support is a prerequisite for an increase in tax progressivity (Limberg
2020; Scheve and Stasavage 2016). However, while cross-sectionally the poor support more
redistribution than the rich, a growing number of empirical results suggests that rising levels of
inequality do not result in an increased demand for redistribution as basic economic models focusing on
income-maximising rationales would predict (Breznau and Hommerich 2019; Trump 2023). Current
research has focused on two potential explanations for this result, suggesting that either people’s lack of
information might hinder the adaptation of preferences (Cruces et al. 2013) or that individuals' fairness
attitudes are unaffected by inequality changes leading them to think that increases in governmental
redistribution are unjustified (Trump 2018). However, despite a considerable number of studies in the
field, we still lack research on how individuals form preferences considering both: the importance of
their perceptions of the status quo and their fairness attitudes.

Combining both strands in the literature, arguing for the importance of biased perceptions and of
individuals’ fairness concerns, this paper argues that individuals’ support for redistributive taxation is
shaped by their perceptions of the tax system. First, when individuals form their preferences whether
taxes are “too high” or “too low”, their understanding of the current tax system should be crucial (Berens
and Gelepithis 2019). Thus, different perceptions of what is taxed rather than differences in what should
be taxed could explain individuals’ (lack of) demand for progressive taxes. Second, considering that
individuals are willing to accept higher costs if this helps others and if others are willing to contribute
as well (Andreoni et al. 1998; Bansak, Hainmueller, and Hangartner 2017), individuals’ support of
progressive taxation should depend on their perceptions of what oneself and others are contributing to
the tax revenue. This way, tax perceptions are not simple indicators of people's (mis)perceptions but a
baseline on which individuals materially and morally justify their preferences and interests.
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However, tax perceptions are not only crucial to understand the inequality-redistribution link because
they should affect redistributive preferences but also because they are likely systematically linked to
individuals' income positions and thus to the amount of inequality in a country. Past research has shown
that individuals are only poorly informed about the tax system and may rely on heuristics using their
own tax rate as a reference to estimate the overall tax structure (Slemrod 2006). Following the well-
documented mechanism that individuals tend to overestimate their relative contribution in joint tasks
(egocentric bias) (Ross and Sicoly 1979), this study expects that individuals will tend to overestimate
their own contribution to the tax revenue relative to others. This should lead the rich to perceive higher
top-income tax rates compared to the poor and the poor to perceive higher bottom-income tax rates
compared to the rich. Consequently, the rich will systematically perceive higher levels of tax
progressivity relative to the poor. These biased perceptions should increase polarization in support for
more or less progressive taxation.

While large shares of the population in nearly all Western countries express concerns with the size of
inequality in their country (Mijs 2021; Osberg and Smeeding 2006), it remains unclear why the
redistributive power of the tax systems is not increasing (Scheve and Stasavage 2016). This study
suggests that inequality concerns do not necessarily translate into more redistribution because
individuals care about the distribution of the tax burden. Following expectations of egocentrically-biased
tax perceptions, the rich and the poor should be especially prone to overestimate their contribution
relative to the other group. Given that, growing income polarization will likely undermine perceived tax
solidarity as both the poor and the rich will be more unsatisfied with the contributions of others compared
to the no bias case. Hence, growing inequality should decrease perceived tax solidarity and lower support
for redistributive taxation. Income-stratified tax perceptions might therefore be one important link
explaining the missing relationship between inequality and demands for redistribution.

Following these arguments, this study tests whether tax perceptions can help us to understand the
mechanisms linking individual income positions and tax preferences. To do that, this investigation
follows a three-step approach using survey data from Austria, a country with particularly high and
strongly progressive income taxes. Firstly, the analysis checks whether individual preferences for
increased tax progressivity are positively related to income as theories assuming an income-maximising
rationale would predict. Secondly, the study tests whether net-income-maximising support for tax
changes results from individual differences in tax preferences or from different perceptions about the
status quo tax progressivity. Finally, the paper uses a survey-experimental approach to study whether
informing individuals about the tax progressivity in Austria, and thus changing perceptions of what
oneself and others are paying in taxes, can causally change individuals’ support for redistributive
taxation.

This study theoretically and empirically contributes to work on the link between income inequality and
preferences for redistribution in general and support for progressive taxation in particular: Building on
literature studying perceptions in the context of redistributive preferences and combining these insights
with institutionalist ideas and the role of fairness concerns, this study highlights the importance of
structural perceptions to explain individual support for progressive taxation. Further, this paper adds to
the growing methodological literature that highlights the shortcomings of established measures for
support for redistribution and progressive taxation by pointing out that simple indicators of the demand
for change make it impossible to distinguish whether this demand arises from differences in preferences
or perceptions. Finally, considering rising levels of inequality of market incomes demand more
redistributive interventions, a growing literature investigates individual support for redistributive
taxation. This study contributes to this literature suggesting that perceptual biases of own and others’
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tax contributions might undermine people's beliefs in tax solidarity and reduce their support for
redistributive taxation.

This chapter is structured as follows: Section 2 reviews existing literature and develops the theoretical
argument on the role of perceptions in the formation of taxation preferences. Section 3 describes the
data and method used to test the theoretical argument. Section 4 presents the analysis studying the
importance of perceived tax rates for tax preferences using survey data from Austria. Section 5
concludes.

Theoretical framework
Economic self-interest, perceptions, and fairness

Nearly all studies on political preferences in general and on tax preferences in particular consider
economic self-interest as a crucial explanatory mechanism. In short, it is argued that individuals with
higher incomes should prefer less redistributive taxes compared to those with lower incomes and,
longitudinally, rising levels of inequality should be met by increased demands for progressive taxation
(Cansunar 2021; Lii and Scheve 2016). The empirical evidence, however, is mixed. Especially the basic
prediction that rising levels of inequality should lead to rising preferences for redistribution or support
for progressive taxes has seen inconsistent results, with some arguing that this effect only holds in certain
institutional or economic contexts (Beramendi and Rehm 2016; Berens and Gelepithis 2019; Limberg
2020), or for certain individuals (Garcia-Muniesa 2019), while others find no effect at all (Breznau and
Hommerich 2019; Trump 2023).

To explain these inconsistent findings, researchers have pointed out that individuals often have
inaccurate information about the size and shape of inequality and may use these biased perceptions as a
basis when forming political preferences (e.g. Bublitz 2022; Cruces et al. 2013; Fernandez-Albertos and
Kuo 2018). This literature keeps the standard rational choice argument that people will adjust their
preferences according to their material self-interest but argues that misperceptions hinder them to do so.
In line with this prediction, most of the empirical studies that follow this approach conclude that
individuals are only poorly informed about their own income position and that individuals tend to adjust
their political preferences once they get information about their actual position (Bublitz 2022;
Engelhardt and Wagener 2018; Karadja et al. 2016). However, recent studies pointed out that these
effects are heterogeneous across individuals, sometimes inconsistent, and tend to be small in effect size
(Ciani et al. 2021; Weisstanner and Armingeon 2022).

Another explanation, why people may not adapt preferences according to a self-interest rationale,
suggests that individuals care for factors beyond material self-interest. Among these variables, fairness
considerations have received much attention recently (Osberg & Smeeding, 2006; Roosma et al., 2016;
Stantcheva, 2021; for a summary, see Hing et al., 2019). The basic idea is that fairness norms (Alesina
and Angeletos 2005; Trump 2018) or other-regarding preferences (Dimick et al. 2018) might lead people
to prefer redistribution and tax progressivity even if they themselves do not directly benefit from these.
In line with these explanations, empirical studies have shown that unfair inequality performs better in
explaining changes in preferences for redistribution over time than changes in overall inequality (Ahrens
2022b) and that fairness norms affect the degree of individual inequality acceptance (Almas et al. 2019).
Hence, individual fairness beliefs are crucial to explain support for redistribution but it is still debated
when and why inequality is seen as fair (Trump 2020) and we lack even more information when
governmental redistribution is seen as a legitimate answer to combat (unfair) inequality (Barnes 2022).

While the literature on preference formation has seen important contributions by both lines in the
literature — arguing for the importance of biased perceptions and fairness norms — studies that deal with
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the implications of both of these arguments are scarce. Focussing on a self-interest rationale, the
perceptions literature, so far, primarily studied perceptions of relative income positions and inequality.
However, following arguments and ideas on the importance of other-regarding preferences, individuals
should not only consider their myopic self-interest but also take the shape of redistribution and taxation
into account (Levi 1991). Thus, tax perceptions should be crucial to understand how fairness
considerations shape the formation of individual tax preferences. Basically, what level of taxes an
individual is fine with paying should depend on what this person thinks s/e and others are contributing.

How tax perceptions shape preferences for redistributive taxation

Although fairness arguments have only recently received more attention in the study of preferences for
redistribution and taxation (Ahrens 2022b; Alesina and Angeletos 2005; Scheve and Stasavage 2016;
Stantcheva 2021), the study of what individuals consider fair or unfair has a long tradition in the social
sciences. A key finding of these studies is that individuals often use the perceived status quo as basis for
their fairness judgments (Costa-Lopes et al. 2013; Homans 1973). This also seems to hold in the context
of political preferences as inequality perceptions affect inequality acceptance (Trump 2018). Thus,
people should use what they think they themselves and others are contributing to and receiving from the
welfare state to form estimates about fair levels of burdens and benefits.

This links the work on preferences for redistribution to established theoretical arguments in the tax
compliance literature. These theories point out that people’s willingness to contribute to the tax revenue
depends on their fairness beliefs and whether they think others are contributing as well (Andreoni et al.
1998; Kirchler et al. 2008). In line with this idea, previous empirical results have shown that unjust
distributions of burdens can hinder individuals' willingness to redistribute even if people perceive the
inequality of outcomes to be unjust (Schwaninger 2022). Thus, rather than solely maximising one’s own
income, individuals also care about reducing unfair inequality. However, the degree of this tax solidarity
depends on individuals’ feelings of injustice which are informed by perceptions about who pays for the
welfare state. Thus, individual support for redistributive taxation relies on the belief of a just distribution
of burdens, that is, a basic form of tax-based welfare in which everyone contributes their fair share (see
also: Levi 1991; Liebig and Mau 2005; Rothstein 2001). When it comes to the question of how
individuals form their preferences for redistributive taxation, considering individuals’ tax perceptions,
thus, should be crucial.

This raises the question, how individuals form perceptions about tax rates and, hence, estimates about
the distribution of the "tax burden’. To answer this question, this study relies on theoretical insights from
research in social and cognitive psychology that have a long tradition of investigating how people
estimate relative contributions and how they form beliefs about fair or unfair shares of burdens.
Empirical studies investigating individuals’ tax perceptions show that people only have limited
knowledge about the tax structure (Slemrod 2006)(Slemrod 2006). Instead of accurate information,
individuals are likely relying on heuristics which could bias perceptions (Cruces et al. 2013; Pedersen
and Mutz 2018).

Despite its continuous character, income often manifests itself in public debates in the distinction
between the rich and the poor or of different income tax brackets. Such income classes can be understood
as points of reference that individuals use in comparisons to identify their own position within the
distribution of benefits and burdens (Cansunar 2021). Following this idea, this paper argues that income
classes can be understood as reference groups when individuals form redistributive preferences. Thus,
individuals should conceive tax rates (and the commonly related tax brackets) as contributions to the
state budget made by different income classes. Such identifications can, however, lead to motivational
or cognitive distortions of perceptions and preferences.
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Since the seminal work of Ross and Sicoly (1979), it has repeatedly been shown that individuals tend to
overestimate their relative contribution to joint tasks in various domains (for instance, between team
members, spouses, or colleagues) (Deutsch et al. 1993; Herz et al. 2020; Kruger and Savitsky 2009).
While this so-called egocentric bias has been attributed either to motivational mechanisms such as self-
enhancement or to various cognitive mechanisms that point to individuals’ limited information when
judging the performance of oneself and others, the basic result that individuals tend to overestimate their
contributions remains quite consistent. Applying these insights to the context of taxation, this paper
argues that individuals should overestimate the relative contribution (in terms of tax rates) of their own
income class. That is, individuals with low incomes should perceive higher tax rates for the poor
compared to individuals with high incomes and high-income earners should perceive higher tax rates
for the rich compared to low income earners. This should lead the poor to underestimate the progressivity
of the tax system relative to the rich and vice versa.

The fact that individually perceived tax progressivity may be systematically biased depending on
people’s income position has several major consequences. First, previous literature may have
underestimated the challenges in isolating pure self-interest because income potentially captures
perceptual biases that may not be evidence of a self-interest rationale. That is, lower support for
progressive taxation of the rich may not only be explained by their lower preferences for redistribution
but also by a systematic overestimation of their own tax contributions relative to the poor. This calls
into question established methods estimating preferences as deviation from the status quo that simply
ask respondents’ whether they consider the current income taxation as “too high” or “too low”. If
perceptions of as well as preferences for taxation depend on income, not considering perceptions may
result in a biased estimate for the effect of income on support for progressive taxation. However, the
relative nature of such survey questions has been rarely acknowledged (e.g. Berens and Gelepithis 2019;
Roosma et al. 2016) (however, see Bobzien 2020; Stantcheva 2021 for exceptions).

Second, changing individuals' perceptions about the structure of tax contributions should affect their
willingness to contribute to the tax revenue. Preferences for redistribution are strongly connected to
individuals’ beliefs that others are cooperative and fundamentally conform to the norm of reciprocity by
contributing to the state revenue (Castafieda 2023; Rothstein 2001). Hence, individuals’ tax preferences
should not only be a function of their preferences or fairness beliefs, but also of their biased perceptions
about what others contribute to the public good. In line with this expectation, previous studies could
show that egocentric biases in perceived contributions can explain distributive justice judgements,
independent of considerations for equity and self-interest (Burrus and Mattern 2010). Moreover,
empirical studies found that informing individuals about their own contribution status (net-
payer/receiver) and the compliance of others can influence redistributive preferences and the willingness
to contribute to the redistributive tax system (Engelhardt and Wagener 2018; Wenzel 2005). This way,
this study connects the literature on the importance of self-interest, which could partly motivate
perceptual biases (Epley and Gilovich 2016), to the literature on fairness norms (Scheve and Stasavage
2016), and the moral economy of market societies (Koos and Sachweh 2019) and suggests that
individuals’ perceptions about what they and others contribute can enable or hinder individuals to
demand more progressive taxes.

Third, the connection between tax perceptions and income position opens a new path on how inequality
can affect demand for redistribution: perceived tax solidarity. Following these arguments, rising levels
of inequality should lead to increasing underestimation of the relative contribution of others, resulting
in rising dissatisfaction with the redistributive tax system among the rich and the poor. Thus, inequality-
driven biased perceptions may provide people with a justification to withdraw from the principle of tax
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solidarity with potentially detrimental consequences especially for the poor (for similar arguments see
also the literature on inequality-driven beliefs see: Mijs 2021; Wegener 1987).

So far, this paper made three main arguments. First, since past research has shown that fairness is a
relevant mechanism influencing people’s preferences, and fairness ideas are influenced by the status
quo, perceptions of the redistributive structure of the welfare state should affect individual redistributive
preferences. Second, if perceptions are important one has to decompose support for more or less
progressive taxation into its perception and preference component. Third, both components are likely to
be linked to income positions. Rational choice arguments expect that preferences are linked to income:
with increasing income people should prefer less progressive taxes (see ‘preferred’ line in Figure 6.1a).
Likewise, perceptions of tax progressivity should depend on individuals’ own income positions due to
an egocentric bias: With increasing income, people’s perceived tax rates of the rich should increase and
their perceived tax rates of the poor should decrease. This leads to a positive relationship between
income and perceived tax progressivity (see ‘perceived’ line in Figure 6.1a). Perceptions could therefore
be crucial to understand the underlying theoretical mechanism as the empirically observed income-
stratified support for more or less progressive taxes could either stem from differences in preferences or
from differences in perceptions. Considering the expected positive relationship between perceived tax
progressivity and income, (i) accounting for potentially income-stratified tax perceptions should reduce
the predictive power of income for support for more or less progressive taxation (see arrows in Figure
6.1b), and (ii) informing individuals about the actual tax progressivity should lead, lower income classes
who underestimate tax progressivity and higher income classes who overestimate tax progressivity, to
increase their support for redistributive taxation because they are informed that others contribute
relatively more to the public good than they initially believed. Taken together, this paper proposes four
empirical hypotheses to test in this study.

H, Individuals’ income is negatively correlated with support for more progressive taxation.

H> The lower (higher) one’s income, the lower (higher) the individually perceived level of tax
progressivity. [This follows because the closer a specific tax rate is to one’s income position, the
more likely it is that the individual overestimates it.]

H; The negative correlation between income and support for more progressive taxation is in part
explained by differences in perceived tax progressivity.

H, Learning that one initially overestimated (underestimated) the level of tax progressivity increases
(decreases) support for redistributive taxation among the rich and decreases (increases) support
among the poor.
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Figure 6.1: Model illustration of a) the hypothesised link between perceived and preferred tax
progressivity to income; and b) the hypothesised impact of perceptual biases on the relationship
between income and support for higher/lower progressive taxes.

Method and Data

To test the role of tax perceptions in explaining support for redistributive taxation, this investigation
analyses Austrian survey data that asked respondents directly about their perceived tax rates and about
tax rates they consider fair. Austria can be seen as a typical case of advanced economies with regard to
the overall trajectory of income inequality and the redistributive power of the welfare state (Elkjaer and
Iversen 2023). It has a highly progressive income tax system which should make redistributive conflicts
between low- and high-income earners salient (Beramendi and Rehm 2016). It can therefore be seen as
a most likely case to find differences in self-interest-motivated tax preferences across different income
groups.

The Austrian web survey, which was part of the PUMA (platform for survey and method analyses)
survey VI was fielded in fall 2018. The sample was partly drawn from the federal household register
(N1=976)) and from an online probability-based panel run by the government agency for public statistics
in Austria (N2=976). A total of 1088 (response rate: 55.7%) individuals completed the survey. Among
other experimental elements, the survey included a treatment informing half the respondents about actual
tax rates for different income levels, which is used in the second part of the analyses. Individuals who
received the taxation treatment are excluded in the first part of the analyses because it might bias
individuals’ fairness evaluations. The final sample contains N=526 respondents after listwise deletion
of missing values (4%). Since the data includes extensive data of people on the sampling list, non-
response error can be partly compensated for by weighting the data. All estimations discussed in the
results section include these weights. Data is weighted by gender, age, highest completed level of
education, and urbanisation of hometown.

Dependent variables: support for more or less progressive taxation. This study measures individual
support for progressive taxes using two sets of questions that asked respondents for their perceived and
fair tax rates of four different income levels. The perception question was formulated as follows: "How
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much do you estimate a person with the following average total monthly gross income® pays in taxes
and contributions? By this, we mean income taxes, capital income taxes as well as social security
contributions and consumption taxes (such as value-added tax).’ Respondents are then asked to estimate
a numerical value: ‘A person with an income of €[1200/2200/3200/6000] pays [...]% in taxes and
contributions.’ After having answered this question battery, individuals are asked: 'What percentage of
gross monthly income in taxes and contributions would you consider fair?’ (own translations, see
Appendix A Figure A6.1 and Figure A6.2 for the original German text).

To estimate individuals' perceived and fair tax progressivity, the study follows others in the literature
and calculate the Kakwani concentration coefficient of taxes (e.g. Fernandez-Albertos and Kuo 2018).
It approximates the redistributive power of the tax system in terms of a reduction in Gini-coefficient
based income inequality (Kakwani 1977). The Kakwani tax concentration ranges between -1 and 1 and
increases with the level of tax progressivity. Negative values indicate a regressive tax system, 0 indicates
a flat tax system, and positive values indicate a progressive tax system. The coefficient (C) can be
calculated via the following expression:

_ Z?—lft * e * Ry
u

C -1

Where f; refers to the population share of group ¢, u,to its tax rate, R, denotes the fractional rank in the
income distribution, and u the average tax rate.®> With this formula two Kakwani-based measures of tax
progressivity are calculated using individual’s perceived and fair tax levels respectively. To improve the
readability of coefficients and standard errors these coefficients are multiplied by 100. To measure
individual's support for lower/higher levels of tax progressivity, we calculate the difference in the
individual's fair and perceived levels of tax progressivity.

Variables of interest: Own income position. This study operationalises the respondent’s income position
by the total personal gross income measured in 22 income categories. The midpoints of the closed
intervals are used as scores for those categories. The midpoint of the open-ended top category is
extrapolated from the next-to-last category using a formula based on the Pareto curve as suggested by
Hout (2004).

Controls. The regression models control for socio-economic characteristics that may affect income as
well as perceived and preferred tax rates. A variable for sex (ref. male) is added. The models also control
for education level by differentiating between primary, vocational, secondary, and university education
and further control for employment status: whether an individual is employed, in education, retired,
unemployed or out of the labour force. Besides the tax information treatment, the survey included a
treatment that informed individuals about their relative income position within the income distribution.
As this treatment may affect how individuals perceive and evaluate tax rates, all regression models
contain a binary variable indicating whether an individual received an income treatment as control.

In a second step, the paper studies whether tax perceptions are not only correlated with income positions
and tax preferences but also causally affect tax preferences. To do that the study analyses survey

4 Additional information given to the respondent: 'The person receives this salary 12 times a year. The 13th and
14th monthly salary are already included in this amount.’ The income rates correspond to the 20th, 50th, 75th,
and 90th percentile of Austria’s gross income distribution.

5 To compute the concentration coefficient, we follow Fernandez-Albertos and Kuo (2018)and assume that all
four income groups the respondent is asked about are of equal size.

% Sperate dummy variables for upwards/downwards anchors produce essential similar results to the one dummy
approach used here.
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experimental data that treated a subsample of respondents with information about actual levels of tax
progressivity after eliciting their tax perceptions. This sample contains N=1044 after listwise deletion
of missing values (4%).

Dependent variable (survey experiment): support for redistributive taxation. This study uses agreement
to the question I am willing to contribute my share to the financing of the state’s services, even if others
use it more than I do.’ as a proxy for individual’s support for redistributive taxation. Respondents could
answer this question on a 7-point rating scale ranging from 0="does not apply at all’ to 6="applies
completely’.

Information treatment (survey experiment). After being asked about perceived tax rates for four different
income levels, a randomly assigned half of the respondents received information about the actual tax
levels for these income groups (see Appendix A, Figure A6.3). This information treatment should allow
respondents to update their perceptions. To estimate these tax rates, the paper used the latest tax
calculations available at the time of conducting the survey that uses a similar definition of taxes (Humer
and Moser 2016).

Estimation. For the first part of the analysis, the study calculates OLS estimates and presents average
marginal effects of income on perceived tax progressivity, fair tax progressivity, and support for
lower/higher tax progressivity. This provides us with correlational evidence on how income relates to
tax attitudes. Afterward, variation in perceptions stemming from income differences is excluded by
calculating the residuals of the model that regresses income on tax perceptions. Finally, these residuals
are used as a dependent variable to study the effect of income on support for more/less tax progressivity
after accounting for different perceived rates of tax progressivity by different income groups.

Estimation (survey experiment). In the second part of the analysis, the study utilises a survey experiment
in which a random subsample was informed about the actual tax rates. This enables us to study whether
learning about tax rates affect individuals’ willingness to contribute to the tax system. Because the
information treatment should show different effects depending on the type of initial (mis)perception
sub-groups are constructed depending on whether individuals overestimated, correctly estimated or
underestimated the Austrian tax progressivity. The study treats an estimation as correct if the estimate
lies within 1/2 standard deviation below or above the actual tax progressivity. Afterwards three simple
OLS regressions are calculated explaining support for redistributive taxation for each estimation group
(correct estimation, overestimation, underestimation) including a dummy for the information treatment,
the income class (above or below the median evaluated income), and an interaction of the two. Further,
a control variable for the relative income treatment is added.®” Balance checks are provided in Appendix
C. All models include robust standard-errors.

Results
Tax perceptions and preferences over the income distribution

Before providing the regression estimations, the empirical analysis presents descriptive results on
individuals’ perceived and fair tax levels. Figure 6.2 shows perceived and preferred average tax rates
for four different income levels in the Austrian survey data. Across all income groups (x-axis) and

87 This control is included because the experiment followed a 2x2 design. Thus, a quarter of the sample got both
treatments.
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evaluated tax groups®, the tax rate individuals evaluate as fair is always lower than the perceived tax
rate. The rising levels of perceived and fair tax rates by evaluated income group indicate that, on average,
individuals of all income groups perceive the current tax system to be progressive and consider a
progressive tax system fair. In contrast to what models focusing on individual self-interest predict, the
results indicate little variation across income groups in what individuals think should be taxed. In fact,
high-income earners report nearly identical average fair tax rates compared to other income groups.
Contrary, perceived tax rates, especially for the highest evaluated income group, vary more strongly
across individual income groups than fair tax rates suggesting a systematic relationship between income
and tax perceptions.®’

Compared to the actual tax levels, individuals, on average, tend to underestimate tax levels, except for
the gross income of €6000 were this difference is not statistically significant (€1200: perceived 21%,
actual 29%; €2200: perceived 30% actual 35%; €3200: perceived 37% actual 40%; €6000: perceived
44% actual 47%). This pattern could hint at the fact that individuals might underestimate the size and
regressive power of indirect taxes and provides further evidence that individuals’ have difficulties in
distinguishing between different types of taxes (Blaufus, Bob, Hundsdoerfer, Sielaff, et al. 2013).
However, focuses not on the average distance to the estimated actual tax levels (which could depend on
many factors such as the specific tax type chosen in this study), but on income specific differences in
perceptions. If perceptions correlate with income, the relative distance to the true value also changes
with income suggesting that the relative impact of information should depend on an individual's level
of income irrespective of whether all income classes over or underestimate the actual levels of taxes.
However, future studies might distinguish between different tax forms to get a better understanding of
how individuals perceive different tax forms and how these tax mixes link to preferences for

redistribution.
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Figure 6.2: Average perceived and fair tax rate for different income levels
[€1200/€2200/€3200/€6000] by respondent’s income. N= 526 each. Source: PUMA 2019. Own
calculations.

% For readability the income categories are collapsed into four income groups for this figure. The bandwidth of
these groups corresponds to the incomes most closely to the four incomes of which respondents evaluated the tax
rates.

8 A robustness check including the group of respondents receiving the tax information treatment (excluded in
Figure 6.2) produces a similar relationship, see Appendix B.
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Perceptions or preferences: Explaining individual’s demand for tax changes

Figure 6.3(a) shows linear predictions for respondent’s perceived and fair tax progressivity by
respondents’ income (see Appendix D Table A6.5 for the regression estimates). The reported predictions
show that both individuals’ perception of tax progressivity and their estimates of fair tax progressivity
increase with income. The estimates also confirm the descriptive results and suggest that the relationship
between perceived tax progressivity and income (€1000 increase: f=2.00, p<0.001) is larger than the
relationship between fair tax progressivity and income ($=0.78, p=0.145). Thus, in line with H2, the
study finds that the size of perceived tax progressivity is positively related to income. In contrast, the
results indicate no statistically significant relation between fair tax progressivity and individuals’ level
of income.

What can these results tell us about the factors influencing individuals’ preferences to change the tax
system? Figure 6.3 (b) shows linear predictions for respondents’ support for more or less tax
progressivity if one does not account for income-stratified differences in perceptions (solid line) and if
one accounts for these income-stratified differences in perceptions (dashed line). Following arguments
emphasizing the role of economic self-interest it is expected that support for tax progressivity decreases
in respondents’ income. In line with this argument, the regression estimates indicate a negative
relationship between respondents’ level of income and their support for more progressive taxation (5= -
1.17, p=0.022) supporting H1. However, in line with H3, this negative relationship vanishes if
perceptual biases across income groups are account for (8= 0.45, p=0.378)"°. Thus, while the study finds
that differences in support for more or less tax progressivity between different income groups are indeed
positively related to an individual's income position. These differences are mostly driven by different
perceptions of the current level of tax progressivity by low and high-income earners. Hence, differences
in support to change the level of tax progressivity across different income groups are more strongly
connected to tax perceptions rather than what individuals think that they themselves and others ought to
be taxed.

70 Note that this follows logically from Figure 6.3a because the regression coefficient of income on respondent’s
fair tax levels has to be identical to the regression coefficient of income on support for changes in tax progressivity
if income differences in perceptions are fully accounted for. Hence, Figure 6.3b) just illustrates the difference
already visible in Figure 6.3a).
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(a) predicted perceived and fair tax progressivity

(b) support for higher / lower tax progressivity
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Figure 6.3: (a) Linear prediction of perceived and fair levels of tax progressivity by income. (b)
Support for progressive taxation by income not accounting (solid) and accounting (dashed) for
income-based perception biases. Grey area indicates 95% confidence interval calculated with robust
standard errors. Weighted. See Appendix D, Table A6.5 for the regression table. Source: PUMA 2019. Own
calculations.

To ensure that these empirical results are not driven by the specific estimation strategy of preferred tax
progressivity, the Appendix provides several robustness checks with alternative operationalizations of
the dependent variable: (i) using the difference between respondents’ perceived/fair tax rates of high
income earners (€6000) and low income earners (€1200) and (ii) using a flexible estimation approach
that avoids the calculation of a combined measure of tax progressivity. All results reported in Appendix
E and F provide substantially similar results - both with regard to the positive relation between tax
progressivity perceptions and income, and concerning the relationship between income on support for
more progressive taxation when accounting for perceptions differences across income groups. The
appendix also contains robustness checks accounting for potential nonlinear income effects using
income quintiles. These provide similar results to the one presented here suggesting that income outliers
do not drive the results (see Appendix D). In addition, calculations also show that the negative
relationship between income and support for more tax progressivity can be replicated in other countries
using the standard ISSP measure which is structurally similar to the measure for support for higher/lower
tax progressivity used in this study (see Appendix G). This suggests that the results are not an artefact
of the demanding question wording and directly connects it to similar results using established measures
in the literature.

Can perceptions change tax attitudes?

This paper argues that people form estimates about fair levels of taxation and benefits depending on
what they think they themselves and others are contributing to the welfare state. However, evidence for
a strong correlation between tax perceptions and support for tax changes is not sufficient to conclude
that changes in tax perceptions directly affect individual support for redistributive taxation. To test this
direct connection, the following analyses test whether a randomly assigned tax information treatment
affects individuals’ support for redistributive taxation. In line with H4 specified above it is expected that
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those who are informed that they underestimated (overestimated) the tax rates of others relative to their
own tax rate, should have a higher (lower) support for redistributive taxation compared to those with the
same misperceptions who do not receive the information treatment. Thus, the study expects
heterogeneous treatment effects depending on (1) respondents’ initial degree of (mis)perception of the
tax progressivity and (2) respondents’ income position. For instance, high-income earners who
overestimated tax progressivity and are informed that tax progressivity is lower should increase their
support for redistributive taxation as they are informed that low-income earners are contributing
relatively more and high-income earners contribute relatively less than they initially believed.
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Figure 6.4: Mean support for redistributive taxation of treatment and control-group by income
group and initial (mis)perception of tax progressivity in Austria. 95% ci (thin), 87% ci (thick). Source:
PUMA 2019. Own calculations.

Figure 6.4 shows the average support for redistributive taxation depending on whether individuals
correctly estimated (42.7% of respondents), overestimated (46.6%), or underestimated (10.7%) the level
of tax progressivity. Each diagram shows the average agreement of the treatment and the control group
for low-income individuals (<€2700) and high-income individuals (>€2700). As expected, the figure
indicates no statistically significant difference between the treatment and control group for individuals
with an approximately correct estimation of tax progressivity (Figure 6.4, left).”! Looking at individuals
who overestimated the level of tax progressivity, the estimates indicate that low-income respondents in
the treatment group tend to show lower levels of support for redistributive taxation compared to
respondents in the control group (Cohen’s d=0.31, f=-0.48, p=0.040). This relationship is reversed for
respondents with high incomes who — after receiving the treatment — show more support compared to
respondents in the control group (d=0.26, =0.41, p=0.046). Thus, as expected, the information
treatment clearly increases differences in support for redistributive taxation between low- and high-
income earners for those overestimating the level of tax progressivity (Wald test: F=8.13, p=0.005).
Figure A6.10 in Appendix H also shows that this difference increases if the analyses is limited to those

! This also suggests that the treatment itself did not affect people’s preferences if the information level is low
(perceptions are similar to the actual tax progressivity). Effects on others are thus more likely due to the
information provided and not due to arbitrary effects stemming from the information treatment itself.
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who had initially even larger errors in their perceived tax progressivity. This provides further evidence
that the treatment effect is in fact driven by those who changed their tax perception after receiving the
information treatment. Using an alternative indicator to calculate individual’s perceived tax
progressivity produces essentially identical treatment effects (see Figure A6.11 in Appendix H). The
results do not show statistically significant differences between income groups and treatment and control
group for individuals who underestimated tax progressivity. Note, however, that the estimates are quite
imprecise here because only very few respondents (especially in the high-income group) underestimated
the level of tax progressivity. Thus, the study finds partial evidence in line with H4 showing that
changing tax perceptions can indeed increase income-stratified differences in support for redistributive
taxation among those who initially overestimated the size of tax progressivity.

Conclusion

In the context of rising inequality in many countries around the world, the question of how to design
governmental redistribution is a pressing matter. Using survey data from Austria, this paper analyses
individual support for redistributive taxation. Specifically, the study investigates whether tax
perceptions can help us to understand how individual income positions link to redistributive tax
preferences? Following the literature on perceptions and heuristics stressing the role of egocentric
biases, the study theoretically argues and empirically shows that poor individuals perceive lower levels
of tax progressivity relative to rich individuals and vice versa. These differences in perceptions account
for a large part of the variation in support for changes in the level of tax progressivity between the rich
and the poor. Using a survey experiment, the analyses show that changing such perceptions has a direct
effect on those who initially overestimated the level of tax progressivity increasing individual support
for redistributive taxation among the rich and decreasing support among the poor. Thus, this article
provides evidence that accounting for alternative explanations of preference formation, such as tax
perceptions, can fundamentally improve our understanding of the link between relative income positions
and redistributive preferences.

This study contributes to a growing literature focusing on the importance of perceptions when studying
theoretical mechanisms that link economic context to individual-level preferences (e.g. Bobzien 2020;
Cruces et al. 2013). Methodologically, the results indicate that measuring tax perceptions is important
to accurately operationalize and understand the mechanisms explaining support for more or less
progressive taxation. By asking respondents directly about their perceived and fair tax levels for specific
income groups, one can improve on existing methods and identify whether different answers reflect
variation in estimates about what is taxed or what should be taxed. This analysis focuses on a specific
form of tax contributions: the total redistributive power of the revenue side of the welfare state. The fact
that taxes for low-income earners are mostly indirect, while taxes for high-income earners are
predominantly direct could indicate that the overall tax rates for the rich are more visible and thus less
likely to be underestimated than the tax rates for the poor (see also Blaufus, Bob, Hundsdoerfer, Sielaff,
et al. 2013). Thus, further studies are needed to establish whether differences in the tax composition of
different income groups contribute to the inequality in the perceptions of who contributes.

Theoretically, the findings may provide a pathway how perceptions can link self-interest and fairness
mechanisms that have been predominantly used as polar opposites in the literature. Previous studies
have primarily focused on the role of inequality perceptions as an important mediator for self-interested
preferences linking inequality at the macro level to preferences at the micro level (Cruces et al. 2013)
or suggesting that perceptions provide a baseline for what people consider to be just (Trump 2020). The
findings suggest that people care about *who gives’ to the welfare state (Beramendi and Rehm 2016)
confirming the notion that the perceived structure of the tax systems is important to explain individual
support for progressive taxation (Berens and Gelepithis 2019; Limberg 2020). However, tax perceptions
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may be partly motivated by individuals’ desire to increase their after-tax income. Such motivated beliefs
may justify one’s desire to increase or decrease the level of progressive taxation. Thus, perceptual biases
may function as a mechanism that enables justified self-interested discontent with the status quo. Further
research is needed to be able to disentangle whether perceptual biases are motivated by individuals’ self-
interest or are shaped by fairness concerns. In this regard, future studies might distinguish between
perceptual biases in own or others’ contributions and measure reciprocity concerns directly to provide
further insights why changing individuals’ perceptions about the structure of the tax system affects their
support for redistributive taxation.

Finally, the results also speak to the ongoing debate on taxing the rich: This paper finds evidence that
the poor and the rich are more polarised in their perceptions of who pays how much taxes than in their
support for who should pay how much tax. That is, the rich are more likely to oppose increases in the
level of tax progressivity than the poor because they perceive higher levels of tax progressivity relative
to the poor. In times of growing income polarisation, such income-stratified perception biases should
increase undermining individuals’ perceived tax solidarity. Informing high-earning taxpayers about
others’ contributions to the welfare state, might be one way to decrease these biases and increase support
for progressive taxation strengthening tax solidarity in the welfare state context.
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Appendix (Chapter 6)

A Original question wording and layout (in German)

Wie viel schitzen Sie zahlt eine Person mit folgenden durchschnittlichen monatlichen Brutto-

Gesamteinkommen’ insgesamt an Stevern und Abgaben?

Hisrunter verstehen wir sowehl Einkommensstevemn, Kapilaleriragsstevsmn als auch Sozialversicherungabeitrige und Kensumasteusrmn (wie
atwa die Mahrasmsteuer).

1 Dis Person bekommi disses Gahalt 12-mal im Jahr. Das 13. und 14. Monatsgehalt sind in disserm Betrag bareits inkiudiern.

Eine: Person mil einem Einkommen von 1200 Euro zahit [ % an Stevem und Abgaben.
[E b Person mil eindsm Enkosmimaen von 22000 Euro rahit - % an Steuseam und Abgaben.
Eine Person mil sinem Einkommen von X200 Eura zablt | % an Sseusm und Abgaben
Eine Person mit einem Einkommen von S000 Eurs zahi % an Sewem und Abgaben.

Figure A6.1: PUMA Questionnaire wave 6: 'Politik, Steuergerechtigkeit und Gesundheit’. Items
P6M204a-d. Source: PUMA 2019.

Welchen Prozentsatz an Steuvern und Abgaben des monatlichen Bruttoeinkommens wirden Sie als gerecht
ansehen?

Fir gine Perscn mil 1200 Ewro monathchen Brulicsinkommsn wiren % an Sipugm und Abgaben gonechl,

Fir e Person mil 2200 Ewo monatichen Brutiosinkommesn wiren % an Steusm und Abgaben genechi.
il ety Perscan mil 3200 Eweo monaibchen Bruticeinkomimrssn wilren % an Siewem wnd Abgaben genschi.
i isir: Parscn mil B0 Ewo monatichen Brutlosinkommesn wiren % an St und Abgaben gensdh.

Figure A6.2: PUMA Questionnaire wave 6: 'Politik, Steuergerechtigkeit und Gesundheit’. Items
P6M206a-d. Note: Source: PUMA 2019.

132



Berechnungen zufolge zahlten Personen mit den folgenden Bruttoeinkommen durchschnittlich in etwa die
folgenden Prozentsitze an Steuern und Abgaben:

Ein parsénliches Bruttoeinkommen von atwa 1200 Euro wurde durchschnittlich mit rund 29% belastel. Sie haben 29%
geantwortet,

Ein persénliches Bruttoeinkommen von atwa 2200 Euro wurde durchschnittlich mit rund 35% belastet. Sie haben 35%
geantwortat.

Ein persénlichas Bruticeinkommen von ebwa 3200 Euro wurde durchschnittlich mit rund 40% belastet. Sie haben 40%
geantwortet.

Ein persdnlichas Brutioeinkommen von abava 6000 Euro wurde durchschnittlich mit rund 47% belastet. Sie haben 47%
geantwortet.

Figure A6.3: Information treatment: actual tax rates for four income levels. Source: PUMA 2019.
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B Descriptive relationship between individuals’ perceived tax rates and income
position (full sample)

... an income of €1200
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Figure A6.4: Average perceived tax rate for different income levels [€1200/€2200/€3200/€6000]
by respondent’s income (full sample). N= 1044 each. Source: PUMA 2019. Own calculations.
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C Balance checks

Results indicate no statistically significant differences between treatment and control groups in the main

sample (Table A6.1) as well as in the tax progressivity misperception specific subgroups (see: correct
estimation Table A6.2, underestimation Table A6.3, overestimation Table A6.4). The results indicate
some differences with regard to the gender composition within the group underestimating the tax

progressivity; these differences are not statistically significant due to the small number of respondents
in this group. Including gender as a control (in all subgroup specific regressions) does not substantially

alter any of the results reported in the main text.

Table A6.1: Balance check within the full sample of respondents. T-tests for the differences in the

means between control group and treatment group.

group 1 group 2 t-test

Control Treatment  p-value

Variable Mean/SE ~ Mean/SE (D-(2)

Personal gross income 2209.173  2141.458 0.456
[66.469]  [61.812]

Female 0.481 0.486 0.859
[0.022] [0.022]

Primary ed. 0.089 0.085 0.801
[0.012] [0.012]

Vocational ed. 0.335 0.347 0.661
[0.021] [0.021]

Secondary ed. 0.344 0.340 0.883
[0.021] [0.021]

Tertiary ed. 0.232 0.228 0.874
[0.018] [0.018] 0.456

N 526 518
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Table A6.2: Balance check within the sample who correctly estimated the level of tax progressivity.
Refer to the method section for the definition of correct estimation. T-tests for the differences in the
means between control group and treatment group.

group 1 group 2 t-test
control treatment p-value
Variable Mean/SE ~ Mean/SE (D-(2)

Personal gross income 2066.392  1982.456 0.540
[103.821] [89.999]

Female 0.509 0.513 0.938
[0.034] [0.033]

Primary ed. 0.090 0.101 0.689
[0.020] [0.020]

Vocational ed. 0.316 0.346 0.499
[0.032] [0.032]

Secondary ed. 0.349 0.311 0.402

[0.033]  [0.031]

Tertiary ed. 0.245 0.241 0.921
[0.030]  [0.028] 0.540
N 212 228
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Table A6.3: Balance check within the sample who underestimated the level of tax progressivity.
Refer to the method section for the definition underestimation. T-tests for the differences in the
means between control group and treatment group.

group 1 group 2 t-test
control treatment p-value
Variable Mean/SE Mean/SE (DH-2)

Personal gross income 1590.789 1882.609 0.215

[144.064]  [189.946]

Female 0.491 0.370 0.220
[0.067] [0.072]

Primary ed. 0.105 0.109 0.956
[0.041] [0.046]

Vocational ed. 0.404 0.435 0.752
[0.066] [0.074]

Secondary ed. 0.333 0.348 0.879
[0.063] [0.071]

Tertiary ed. 0.158 0.109 0.474
[0.049] [0.046]

N 57 46
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Table A6.4: Balance check within the sample who overestimated the level of tax progressivity. Refer
to the method section for the definition of overestimation. T-tests for the differences in the means
between control group and treatment group.

group 1 group 2 t-test
control treatment p-value
Variable Mean/SE Mean/SE (DH-2)

Personal gross income 2473.730 2343.210 0.335

[97.669] [93.110]

Female 0.453 0.481 0.527
[0.031] [0.032]

Primary ed. 0.082 0.062 0.382
[0.017] [0.015]

Vocational ed. 0.336 0.333 0.951
[0.030] [0.030]

Secondary ed. 0.344 0.366 0.600
[0.030] [0.031]

Tertiary ed. 0.238 0.239 0.992
[0.027] [0.027]

N 256 243
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D Regression estimates different measures for income

Absolute personal gross income:

Table A6.5: OLS estimates used in Figure 3 of the main text.

(M

perceived tax

2)

fair tax prog.

3)

support for tax

4)

support for tax

prog. prog. increase prog. increase
not accounting accounting for
for perception  perception biases
biases

Personal gross income 2.00"™" 0.78 -1.17° 0.45

(in €1000) (0.45) (0.53) (0.51) (0.51)

Women (Ref.: Men) 0.97 4.11 3.05 3.05
(1.57) (2.13) (2.06) (2.06)

Vocational (Ref.: Primary) 0.78 3.80 2.60 2.60
(1.59) (2.03) (1.99) (1.99)

Secondary 0.28 1.70 1.31 1.31
(1.68) (2.25) (1.99) (1.99)

Tertiary 1.27 -3.54 -4.71 -4.71
(1.80) (2.27) (2.44) (2.44)

In education (Ref.: 3.25° 4.67 1.41 1.41

(Self-)Employed) (1.61) (1.88) (1.77) (1.77)

Retired -1.35 7.86" 9.24" 9.24"
(3.85) (3.55) (4.60) (4.60)

Out of labor force 1.08 0.41 -2.63 -2.63
(3.82) (2.65) (3.11) (3.11)

Unemployed 0.46 0.29 -0.05 -0.05
(0.98) (1.16) (1.13) (1.13)

Relative income treatment 0.97 4.11 3.05 3.05

(Ref.: not treated) (1.57) (2.13) (2.06) (2.06)

Constant 8.58™ 17.78" 9.05™" 5.75"
(2.03) (2.53) (2.39) (2.39)

N 526 526 526 526

R2 0.07 0.08 0.07 0.07

Note: Robust standard errors in parentheses. Source: PUMA 2019, own calculations. *p <.05, “p <.01, ™ p

<.001.
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Personal gross income quintiles (allowing for nonlinear effects)

(a) predicted fair and perceived tax progressivity (b) support for higher / lower tax progressivity
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Figure A6.5: Linear prediction of (a) perceived and fair levels of tax progressivity by income quintile,
(b) support for progressive taxation by income quintile not accounting (solid) and accounting
(dashed) for income-based perception biases. 95% ci calculated with robust standard errors. Source:
PUMA 2019. Own calculations.

In line with H2, compared to middle incomes (income quintile 3 in Figure A6.5) respondents with low
incomes (quintile 1) perceive lower (f=-3.53, p=0.066) and respondents with high incomes (quintile 5)
perceive higher (f=5.64, p <.001) levels of tax progressivity. Contrary to that, the results indicate no
statistically significant difference in fair tax progressivity between low- and middle-income earners
(B=3.19, p=0.105) and even increases in fair tax progressivity estimates between middle- and high-
income earners (=5.39, p=0.003). Thus, perception differences are more substantial than fairness
differences and basically increase linearly with income supporting H3.

Focusing our attention on respondents’ preferred changes in tax progressivity, the estimates indicate
higher preferences to increase tax progressivity among low income earners compared to middle income
earners (f=6.42, p=0.002), but no statistically significant differences between high- and middle-income
earners (f=-.12, p= 0.938). Accounting for differences in respondents perceived tax progressivity, the
results show some evidence that middle income earners want less progressive taxes than middle income
earners but the effect is smaller compared to the same difference not accounting for preference biases
(B=3.36 p=0.103). Contrary to the expectations of self-interested preferences, the estimates again
indicate that high income earners want more progressive taxes than middle income earners (=4.39
p=0.006) if one accounts for differences in tax perceptions between different income classes.
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E Using an alternative simplified measure for tax progressivity

As a simplified alternative to the Kakwani-based measure of tax progressivity, the following analysis
estimates individuals' perceived tax progressivity calculating the difference between individuals'
perceived/fair tax rate of people earning €6000 and the perceived/fair tax rate of people earning €1200.
Thus, this measure of tax progressivity indicates how many percentage points respondents think that
incomes with €6000 are taxed higher/should be taxed higher than incomes with €1200. Following the
approach described in the main manuscript, an individual’s support for more or less tax progressivity is
calculated using the difference between the perceived tax progressivity and the fair tax progressivity.
Similar to the Kakwani-based measure for support for more or less progressive taxation, a positive value
represents support for higher tax progressivity than currently perceived, while a negative value
represents support for lower tax progressivity than perceived.

The estimates visualized in Figure A6.6 confirm the results reported in the main text using the Kakwani-
based measure of tax progressivity. First, Figure A6.6a shows the relationship between perceived tax
progressivity and income (€1000 increase: p=3.18, p<0.001) is larger than the relationship between fair
tax progressivity and income (f=0.67, p=0.260). This result is in line with H2 predicting that high-
income earners will have higher perceived levels of tax progressivity compared to low-income earners.
Second, Figure A6.6b shows a negative relationship between respondents’ level of income and their
support for more progressive taxation (p=-2.52, p<0.001) as expected (H1). However, similar to using
the Kakwani based tax progressivity indicator and in line with H3, this negative relationship vanishes if
one accounts for perceptual biases across income groups (= 0.02, p=0.752).

(a) predicted perceived and fair tax progressivity (b) support for higher / lower tax progressivity
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Figure A6.6: (a) Linear prediction of perceived and fair levels of tax progressivity by income. (b)
Support for progressive taxation by income not accounting (solid) and accounting (dashed) for
income-based perception biases. Grey area indicates 95% confidence interval calculated with robust
standard errors. Weighted. See Appendix E, Table A6.5 for the regression table. Source: PUMA 2019. Own
calculations.
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F Testing the link between preferred tax change and income by evaluated income
group (PUMA)

An alternative approach to calculating a specific measure for respondent’s preferred change in the level
of tax progressivity is be to treat respondents’ evaluations of the taxes of incomes of the different income
groups as four separate variables and analyse their relationship with income separately. This approach
utilizes the fact that respondents’ support for tax rate increases should be increasing with the
corresponding income group if they prefer more progressive taxes. Following H1, the study expects that
respondents’ incomes should be negatively correlated with support for tax rate increases of high-income
earners, while they should be positively correlated with support for tax rate increases of low-income
earners.

The following provides the results of this alternative approach as a robustness check. To calculate these
estimates, the data is reshaped to a long format in which the dependent variables (support for tax changes
for four different income levels) are nested within individuals. To allow for the effect of income to vary
by the evaluated income group, the models include an interaction of these two variables. Our analysis,
thus, focuses on differences in the average marginal effects of income on support for lower/higher
taxation for the four different income brackets evaluated by the respondents. Afterwards, the analyses
use the variables of perceived tax rates and fair tax rates separately and study which of these variables
has a stronger relationship with respondents’ income position. In addition to all control variables used
in the analysis reported in the main text, the regression models also abstract from individuals’ general
taste towards taxation by demeaning the tax preferences on the respondent level. The intuition is that
some individuals may generally consider taxation to be too low or too high. This study, however, is not
interested in general ideas about the size of generated tax revenue but aim to investigate the relative
distribution of these tax burdens across different groups.”> All models include standard-errors clustered
at individual-level.

Figure A6.7 displays linear predictions for respondent’s preferences for lower (>0), equal (=0) or higher
tax rates (<0) for four income levels depending on respondent’s objective income. Estimates show that,
with increasing income, individuals are less likely to think that taxes for an income of €6000 should be
higher while the relationship between income and preferred tax changes for the lowest income category
of €1200 is reversed. For this income category the preferred tax change even switches signs: while low-
income individuals would argue that people earning €1200 pay too much in taxes, respondents with high
incomes consider these taxes too low. In absolute terms, low-income individuals would want to increase
differences in tax rates of the lowest and highest income group by about 8%-points (an increase by
roughly 40% compared to the actual tax difference of 18 %-points in Austria at that time), while the
individuals with the highest incomes in our sample would want this difference to remain stable or even
increase. The effects for the middle-income categories are more ambivalent but still follow the expected
directions. In sum, the estimates support H1 that low-income earners are more in favor of increasing
taxes for high-income earners than high-income earners and low-income earners are less in favor of
increasing taxes for low-income earners than high income earners. Thus, low income earners de facto
prefer higher increases in the level of progressivity of the tax system than high income earners. In
general, these estimates support the results reported in the main text that uses a single indicator to
measure respondents’ preferences to increase/decrease the level of tax progressivity.

72 This only changes the average outcome and does not affect the differences in the relationships between income
and preferences for more or less taxes of different income levels we are interested in.
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Linear prediction of support for higher / lower taxation
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Figure A6.7: Support for changes in tax rates for different income levels [in %-points] by objective
income. Grey areas indicate 95% ci calculated with robust standard errors. Regression models include
controls for employment status, years in education, sex, and income treatment as well as their interactions
with the evaluated income group. Source: PUMA 2019. Own calculations.

To study the relative importance of perceptions and preferences, the analyses compare the average
marginal effects of respondent’s income position for the different income groups on perceived and fair
tax rates. Figure A6.8 shows the average marginal effect of an increase in income by €1000 on (a)
perceived tax rates and (b) fair tax rates. If individuals evaluate the lowest income level (€1200), the
perceived tax rate decreases with income (f=-1.06, p=0.035). If individuals evaluate the highest income
level (€6000), we observe the reversed effect: Increases in income are associated with increasingly
perceiving higher tax rates (B =1.54, p=0.002). A similar pattern can be observed when looking at
differences in the average marginal effects of income depending on the fair tax level by evaluated
income level (see Figure A6.8 (b)). However, here the estimates are substantially smaller and not
statistically significant (1200: p=-0.07, p=0.847, 6000: p = 0.39, p=0.452). Wald-tests show that the
differences in the marginal effects between the highest and the lowest income group is statistically
significant for the effect of income on perceived inequality (F=23.34, p<0.001) but not for an effect of
income on fair inequality (F=0.92, p=0.339). Thus, as predicted (H2), low-income individuals perceive
lower levels of tax progressivity relative to high-income individuals. Further, differences in preferences
for more or less taxes between different income groups are mostly driven by different tax perceptions
of low- and high-income earners (H3).

143



(a) average marginal effects on perceived (b) average marginal effects on as fair considered

tax rates by an €1000 increase in income tax rates by an €1000 increase in income
o+ e
o~ 4
b N
2~
© o~
3 5 _
3 8
= l
327 E
2 do
<
[ —
(}1 .
L'\‘l -
T T T T T T T T
1200 2200 3200 6000 1200 2200 3200 6000
evaluated income level in Euro evaluated income level in Euro

Figure A6.8: Average marginal effects of an income increase of €1000 on (a) perceived tax rates and
(b) as fair considered tax rates by evaluated income level. 95% ci clustered at individual level.
Regression models include controls for employment status, years in education, sex, and income treatment
as well as their interactions with the evaluated income group. Source: PUMA 2019. Own calculations.
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G Testing the link between preferred tax change and income by evaluated income
group (ISSP)

To investigate how our estimate to measure peoples’ preferences for more or less progressive taxes
relates to more established instruments in the literature, the following analysis compares it to the tax
preference questions used in the ISSP 2016 - Role of Government module. Following Barnes (2015), te
analytical sample is limited to the advanced industrial countries available within the data set (AU, CH,
DE, DK, ES, FI, FR, GB, JP, NO, SE, US, NZ). As this module measures individual’s preferences to
tax low / middle / high incomes less or more than currently the case, one would expect to receive similar
relationships with respondents’ income as reported in Appendix F, Figure A6.7. Following the same
estimation strategy, the ISSP data is reshaped from a wide format to a long format so that taxation
preferences for low, middle, and high incomes are nested within individuals. Afterwards, the analysis
calculates regression estimates using OLS allowing for different relationships between respondent’s
income position and the evaluated tax rate (for high, middle, and low incomes) by including interactions
of these variables. The model includes equivalized household income to operationalize an individual's
income position. To achieve a comparative measure across all countries, we assign each respondent the
middle point of their respective income category, equivalize it according to household size, and then
construct a continuous variable that measures the log deviations from the country means. In addition to
all control variables (reported in the caption of Figure A6.9) the models also abstract from individuals’
general taste towards taxation by demeaning the tax preferences on the respondent level (see also
Appendix F). To interpret the regression results, the analyses focuses on differences in the marginal
effects of the relationship between income position and support for higher/lower taxation of different
income levels. All models include country-fixed-effects and estimates clustered standard-errors.

Figure A6.9 shows linear predictions of preferences for lower, equal or higher taxation for low, middle,
and high incomes by income. The estimates indicate that increasing income is associated with being less
likely to consider taxation for high incomes much too low ($=0.081, p<0.001) and with decreasing
likelihood of reporting that taxation for low incomes is (much) too high (= -0.090, p<0.001). These
findings show that the higher (lower) the income, the less (more) likely are respondents to think that
high incomes are taxed too low and the higher (lower) the income, the less (more) likely are respondents
to think that low incomes are taxed too high. The figure indicates no substantial relationship between
support for more or less taxes for middle incomes and respondent’s level of income. These results
suggest that the patterns of tax preferences on low- and high-income earners are similar to the patterns
received using the Austrian data which measures tax preferences as differences between perceived and
fair tax rates directly and specifies concrete target incomes (€1200 etc.) instead of general terms (tax es
for low incomes etc.). In sum, the results suggest that our point of departure (income stratified cross-
sectional differences in preferences for more or less progressive taxes) can also be found in a cross-
country analysis using a different more simplified estimation strategy to elicit people’s preferences. This
suggests that our more complex and cognitively demanding measurement strategy likely does not drive
this result.
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Figure A6.9: Support for taxation of different evaluated income levels by respondents’ income
(demeaned). 95% ci calculated with robust standard errors. N= 39,084 nested in N=13,028 individuals.
Controlled for age, income, education, occupational status, gender, general tax preference and their
interaction with the evaluated income levels as well as country-dummies. Included countries: AU, CH, DE,
DK, ES, F], FR, GB, JP, NO, SE, US, NZ. Weighted. Source: ISSP 2016. Own calculations.
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H Experiment robustness checks

Following hypothesis 4, the study expects heterogeneous treatment effects depending on respondents’
initially correctly estimated, overestimated, or underestimated the tax progressivity in Austria. However,
the selection of a specific cut-off values when a perception is counted as ‘accurate’ is relatively arbitrary.
Hence, Figure A6.10 (left) provides average marginal effects for the treatment on individuals
overestimating the tax progressivity depending on different definitions of correct estimation. If the
information treatment in form of changing perceptions affects the dependent variable, one expects
increasing effects the larger the error. In line with this expectation, Figure A6.10 (left) indicates
increasing effect sizes for both income groups (high-incomes and low-incomes) the larger the initial
error in perceptions, increases in the positive treatment effect on support for redistributive taxation of
high-income earners, as well as decreases in the negative treatment effect on support for redistributive
taxation of low-income earners. This leads to an increase in the differences in the treatment effect if the
perception error grows larger (Figure A6.10 right).
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Figure A6.10: (left) Average marginal effect of the information treatment within the group
overestimating the tax progressivity (using the Kakwani based measure) on preferences for
redistributive taxation depending on the income group and the definition of correct estimation of
the status quo tax progressivity and (right) the difference of the treatment effect of preferences for
redistributive taxation between high- and low-income group depending on the definition of correct
estimation of the status quo tax progressivity. 95% ci. Source: PUMA (2019). Own calculations.

In a second step, it is tested whether using a different measure for tax progressivity (high/low differences
see Appendix E) would result in different treatment effects. Figure A6.11, using this alternative measure,
shows nearly identical treatment effects compared to the Kakwani-based estimates suggesting that the
results reported in the main text are not depending on the specific estimation strategy for progressive
taxation.
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Figure A6.11: (left) Average marginal effect of the information treatment within the group
overestimating the tax progressivity (using the high tax/low tax differences based measure) on
preferences for redistributive taxation depending on the income group and the definition of correct
estimation of the status quo tax progressivity and (right) the difference of the treatment effect of
preferences for redistributive taxation between high- and low-income group depending on the
definition of correct estimation of the status quo tax progressivity. 95% ci. Source: PUMA (2019). Own
calculations.
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7) Discussion and Conclusion

Our new Constitution is now established, and has an appearance that promises
permanency, but in this world nothing can be said to be certain, except death and
taxes (Benjamin Franklin 1836:410).

Summary of findings

This dissertation set out to answer the question of when and why people want more redistributive taxes.
Following the rise of income inequality in the United States and in several countries in Europe,
especially after the great recession, traditional econometric models predicted rising preferences for
redistribution; however, contrary to this expectation, public demands for redistributive taxes have
remained at similar levels or even decreased. In this dissertation, I argue that we can understand this
phenomenon by acknowledging the role of limited public information about inequality and tax rates and
the importance of fairness heuristics in hindering or enabling individuals to demand redistribution by
taxes.

Combining the literature of various fields, as traditional in the field of fiscal sociology since its very
beginning (Martin, Mehrotra, and Prasad 2009; Musgrave 1992; Schumpeter 1918), I propose a
theoretical framework that assumes that individuals are motivated by two desires: income maximization
and the desire to live in a just world. Utilizing a desire belief opportunity model of decision making at
the micro level, I suggest that for desires to motivate preferences, they depend on individuals’ beliefs
about action alternatives and appropriate forms of action in a given situation. This highlights the role of
situational mechanisms that must explain the logic of the situation for the actors—that is, how macro
conditions link to individual perceptions and how these perceptions are used by individuals to form
beliefs about the available and optimal tax options. Hence, this dissertation focuses on the process of
human belief formation, concentrating on the question of when and why individuals think that a certain
form of redistribution maximizes their income or can be considered fair.

Following established arguments in analytical sociology, social psychology, and social justice research,
I argue that perceptions serve two important functions: providing individuals with a sense of what is the
case, on which they can base their preferences, and defining action alternatives by providing individuals
with a range of “natural” options. The first idea focuses on the role of perceptions as indicators of
people’s (mis)information on which they base their rational preference formation. This approach is
strongly linked with what I call the “negative explanation of preference stability,” suggesting that stable
preferences for redistribution in times of rising inequality can be explained by people’s limited or biased
information about relevant macro conditions. The second function of perceptions suggests that
individuals may not only use perceptions for rational decision-making but also as direct indicators for
what is possible and good. This is strongly connected with the notion that individuals use the status quo
as an indicator of what is possible and good, skipping the cognitively effortful process of preference
evaluation. [ call this approach a “positive explanation of preference stability” because this idea suggests
that perceptions can motivate individuals to change their outcome preferences to be more in line with
the status quo than they would prefer if the institutional setting or economic conditions were different.

While this positive explanation of preference stability or the “adjustment hypothesis™ is quite established
in inequality research, suggesting that inequality can essentially legitimize itself (see, e.g., Trump 2018),
I expected that this should also hold for the redistributive tax system, predicting that individuals will use
the status quo taxation as a reference to assess what tax progressivity is fair. This follows arguments that
unfair inequality does not automatically translate to fair redistribution and could be one explanation why
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individuals sometimes do not support increases in redistribution, although this would be in their material
interest and despite the fact that they think that current levels of inequality are unfair (Nishi and
Christakis 2015; Schwaninger 2022).

Using cross-country data from the European Social Survey, Chapter 3 empirically tests this
redistributive adjustment hypothesis. Analyzing individuals’ reflexive (own) perceived and fair tax
rates, | found strong correlations between the average perceived and fair tax rates across individuals and
countries. Individuals seem to follow the basic sentiment that “taxes are a little bit too high”—but on
quite different baselines (perceptions) that correlate with the actual tax system in place. Thus, measuring
individual tax attitudes in the form of dissatisfaction with the status quo, as done previously, tells us
little about the size of taxes people are fine with paying. Using multilevel regression models, I test this
macro—micro relationship, focusing on the link between objective structural conditions and individuals’
tax fairness beliefs. These results indicate that with increasing average tax rates in a country, people, on
average, perceive higher tax rates to be fair, and with increasing tax progressivity in a country, the tax
rates individuals consider fair vary more with individuals’ income. Hence, macro-level tax progressivity
is strongly related to micro-level beliefs about fair tax progressivity. This also holds true if I control for
the level of income inequality in a country. Thus, people prefer higher tax progressivity in high tax
progressivity countries compared to low-tax progressivity countries even if the level of gross income
inequality is similar. This challenges the assumption of stable outcome preferences in most econometric
models, suggesting that individuals’ desire to maximize their net incomes might be confined by the
institutional setting they live in.

These analyses provide initial evidence for the existence and substantial relevance of the relationship
between institutional arrangements of taxation on the macro level and individuals’ perceptions of what
constitutes fair taxes for themselves at the micro level. However, these tests lack causal evidence and
leave out the possibility of reversed causality or confounding errors due to omitted variable bias. To
overcome these problems, Chapter 4 follows up on the results of Chapter 3 and tests the adjustment
hypothesis in an experimental setting, analyzing whether increasing individuals’ perceptions about
status quo tax progressivity through an information treatment increases the level of tax progressivity
they believe is fair.

Using data from a representative experimental survey conducted in Austria in 2018, Chapter 4 examines
the causal impact of information about one’s relative income position and the present structure of tax
rates on the tax progressivity that respondents consider fair. Following up on the cross-country evidence,
the results indicate that perceived tax progressivity is a strong predictor of the amount of tax
progressivity considered fair. Going beyond correlational evidence, I show that tax information causally
induces people to adapt their beliefs about fair levels of tax progressivity to the status quo of tax
progressivity. This reduces the fair tax ratio between top and bottom tax rates and the amount of fair tax
progressivity measured by the Kakwani tax concentration index because overestimation of tax
progressivity was most common in the sample. Therefore, lowering individuals’ perceptions about the
level of status quo tax progressivity decreases the level of tax progressivity they believe is fair, which
could have detrimental economic consequences, especially for the poor. These results are robust for the
inclusion of alternative predictors of fair tax progressivity, such as social mobility expectations, political
orientation, trust in government, and inequality misperceptions, as well as for providing individuals with
accurate information about their rank within the income hierarchy.

Chapter 4 provides causal evidence in support of the adjustment mechanism, suggesting that at least
parts of the strong correlations between actual tax progressivity and just tax progressivity found in
Chapter 3 are driven by people’s tendency to adapt their fairness beliefs to the status quo. However, the
study also showed that relative income information fails to change peoples’ attitudes about fair levels
of redistribution via taxation, although people have highly biased perceptions about their relative income
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positions prior to the information treatment. I suggest that one reason for this result is that perceptions
have commonly been misinterpreted as simple indicators of people’s (mis)information. In contrast, I
suggest that one must consider how inequality presents itself to social actors. This not only relates to the
power of the status quo but also emphasizes that inequality and redistribution are essentially relational
(i.e., they always contain information about one’s own and others’ situations, rewards, and burdens).
Thus, aside from status quo effects, one must also consider the socio-comparative character of structural
information and individual perceptions about inequality and redistribution, as people will likely make
sense of inequality or redistribution by comparing their own incomes, benefits, and burdens with those
of others. This has consequences for both income perceptions and tax perceptions.

Following up on a large body of research on social comparisons and human self-assessments, I suggest
that people use the way inequality is described as a cue about what people should have (Lowery et al.
2009; Skylark et al. 2018). This is particularly the case if fairness judgments relate to either upward- or
downward-directed inequality (Bruckmiiller et al. 2017). Hence, focusing on the direction of
comparison, | suggest that the endpoint anchors (poor/rich) people use when assessing the size of
inequality affect their subjective relative income positions and their beliefs about what inequality should
look like.

Using data from the Austrian experimental survey used in Chapter 4, Chapter 5 shows that endpoint
anchors have a large consistent effect on individuals’ relative income estimates, producing higher
relative income perceptions if people estimate the share of income earners richer than themselves
compared to if people estimate the share of income earners poorer than themselves. Using causal
mediation analyses, I show that anchors not only affect individuals’ relative income perceptions but also
have a direct impact on subsequent fairness attitudes and indirectly affect people’s subjective social
status. These results provide direct evidence that individuals are not only sensitive to the size of
inequality but also to how it is framed, showing that the salience of endpoint anchors affects individuals’
views about the size and fairness of inequality. Using a second experimental survey consisting of
Austrian university students, I replicate the anchor effects on relative income perceptions and show that
these findings translate to different types of distributional perceptions (wealth, air travel distances, and
carbon dioxide emissions) and are mainly produced by cognitive anchoring and adjustment bias. To
avoid biases in the future, I suggest and successfully test a new difference—difference approach that
manages to substantially reduce the anchor bias in an individual’s relative income estimates.

However, as mentioned, the comparative character of perceptions and belief formation in the context of
individuals’ formation of redistributive preferences should not only affect how people assess their
relative income positions but also how they evaluate the state of tax progressivity by comparing their
own tax contributions to others. Following this argument, Chapter 6 (co-authored with Licia Bobzien)
points out that the common cross-sectional finding that the poor are more likely to support increases in
the level of tax progressivity than the rich might not be evidence for different outcome preferences
(differences in preferences of what should be taxed) but of income-stratified perceptions of what is
taxed. Following the idea that individuals estimate their own perceived and fair tax rates in relation to
the perceived tax contributions of others, I suggest that people are likely to overestimate their own tax
contributions because of perceptional biases in public good contributions linked to egocentrism. This
should lead the rich to perceive higher levels of tax progressivity than the poor (increasing polarization
of perceived tax progressivity) and may consequently affect individuals’ support for progressive
taxation, as both the poor and the rich should be relatively unsatisfied with the contribution of the other
income class. Using data from an Austrian survey experiment similar to Chapter 4, the results show that
individuals’ income position is connected to their tax preferences, as a self-interest rationale would
predict. However, decomposing tax preferences into their perception and preference components reveals
that income-stratified preferences are driven by differences in what people think is taxed and not by
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differences in what people think they and others should be taxed, which is in line with the expectations
of egocentrically overestimated tax contributions. Randomly informing a subset of the sample about
actual tax rates of themselves and others (reducing egocentric overestimation of one’s own relative tax
contribution) changes individuals’ support for redistributive taxation and increases tax solidarity,
especially among the rich. Hence, informing the rich about others’ contributions to the public good could
be an important way to increase tax solidarity in times of growing inequalities in the future.

Contribution to the existing literature

Taken together, this dissertation provides several important contributions to the existing scientific
literature. First, from a theoretical perspective, the dissertation highlights the complex role of situational
mechanisms and clearly distinguishes two essential functions of perceptions for belief and preference
formation. This distinction between perceptions as indicators of information and perceptions as
institutional cues about what is possible and what is fair has the potential to explain diverging previous
empirical results of information experiments by acknowledging that individuals often act in a
habitualized manner if they form preferences for redistribution instead of engaging in a cognitively
demanding process of evaluating the pros and cons of all available options (Payne et al. 1993; Searle
2001; Wikstrom 2006; Wood and Neal 2007). In short, I provide evidence that tax preferences and
fairness evaluations follow a strong “what you see is all there is” framework of decision making
(Kahneman 2011). This result connects well with recent research that shows that it is common for
individuals in economic decisions that involve statistical reasoning to simply use what is in front of them
and that alternatives sometimes do not even come to mind, which favors conservative decision-making
(Enke 2020; Enke and Graeber 2023). Moreover, this may indirectly explain why semi-conscious forms
of decision-making and heuristical biases have been deemed particularly important to explain individual
economic preferences, such as motivated reasoning, numerical anchoring, system justification, or moral
adaptation to the status quo (Arceneaux and Nicholson 2023; Haack and Sieweke 2018; Jost, Banaji,
and Nosek 2004; Samuelson and Zeckhauser 1988). Redistributive tax preferences are likely seldom
actively discussed and cognitively demanding, and individuals have little economic interest in gathering
political tax knowledge because the power of an individual’s single vote is low. This context simply
does not favor active cognitive decision-making, especially if the process of preference formation is not
accompanied by a strong political debate in which individuals can update their perceptions at a lower
cost (Boomgaarden et al. 2011; Feld and Kirchgdssner 2000; Slemrod 2006).

However, this overestimation of the role of conscious decision-making in explaining individuals’
preferences for redistribution is not only confined to the desire to maximize one’s income but also relates
to their views about what is fair, as individuals tend to use what is as indicators of what can be considered
fair (Berger et al. 1972; Garcia-Sanchez et al. 2019; Homans 1973; Marshall et al. 1999). Hence,
information about the status quo does not simply correct misperceptions but also influences what level
of inequality people consider legitimate (Trump 2018) or, as this dissertation shows, what level of
redistribution is legitimate. This relates to recent studies on people’s views about just gender wage gaps
that also suggest that these beliefs cannot be explained by limited information on what wages are
adequate for which jobs but by cultural environment that legitimizes gender wage gaps so much so that
also women implicitly think gender wage gaps in favor of men are fair (Auspurg et al. 2017). Similar to
these results and theoretical arguments in social justice theories, I suggest that the status quo establishes
a baseline on which individuals make their justice evaluations, which biases justice evaluations in favor
of the status quo even if individuals might think that inequality is too high or wage gaps should not exist.

Related mechanisms have also been discussed in political science in the context of policy feedback
theory, which has played an astonishingly limited role in the study of individuals’ preferences for
redistribution so far (Busemeyer, Abrassart, and Nezi 2021; Fernandez and Jaime-Castillo 2013; for a
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recent exception see Schechtl and Tisch 2023). Policy feedback arguments suggest that under certain
circumstances, policies can create a positive feedback loop after they are enacted, suggesting that
policies may change the social norm that may make extremes impossible to think of or guide outcome
preference to the status quo, which may be an important mechanism explaining some of the findings of
this dissertation and may help to link moral economy arguments to system justification theory by
highlighting the importance of institutional and elite cues that establish a social norm in which
individuals expect and prefer low levels of tax progressivity (Stoeckel and Kuhn 2018).

Moreover, this dissertation has provided evidence that inequality might not be enough for individuals to
conclude that redistribution is an adequate approach to combating inequality. Commonly, this is
explained by the idea that people react to unfair inequality and not to objective inequality per se (Ahrens
2022b; Almas et al. 2011). However, previous studies have shown that even unfair inequality might not
be enough to motivate people to support redistribution in general and redistribution via progressive
taxation in particular (Osberg and Smeeding 2006; Scheve and Stasavage 2023; Schwaninger 2022). In
line with this expectation a recent study found that 80% of the British population stated concerns with
the level of inequality but only 40% are in favor of increasing the level of governmental redistribution.
Hence, at least for parts of the population, unfair inequality might not be enough to warrant increases in
governmental redistribution. One reason for why individuals do not change their preferences in times of
rising (unfair) inequality might be that the status quo affects not only inequality fairness, as previously
argued, but also individuals’ views on what level of redistribution is legitimate. In line with this
argument, previous literature has already suggested that special conditions are necessary to create an
adequate setting for individuals to demand more redistributive taxes. These studies emphasized the role
of debates about state-related procedural injustice, which became particularly salient in times of budget
crises (Limberg 2022; Scheve and Stasavage 2016). However, these crises may also create the necessary
active debates of political alternatives, as people otherwise may simply lack the imagination of the
possibility and reasonability of higher progressive taxation, which are preconditions for public demand
for redistributive taxation.

In sum, these theoretical arguments suggest that it is unlikely that tax redistribution, driven by increased
public demand, stabilizes net income inequality in times of rising wage inequality, as the conventional
Meltzer—Richard idea would suggest. This could indirectly explain why preredistribution is key to
explain different inequality trajectories in the United States and many European countries (Blanchet et
al. 2022; Elkjer and Iversen 2023), as both tax systems reacted little to challenges of skill-biased
technological change, but institutional reforms in the United States allowed for more preredistributive
inequality compared to the welfare institutions in many European countries (Farber et al. 2021; Goldin
and Katz 2009; Kenworthy and Pontusson 2005b).

Lastly, the dissertation points out that forming perceptions and beliefs about inequality and redistribution
always involves a process of social comparison, which highlights the role of a range of social
mechanisms that are normally involved when individuals compare themselves to others. Crucially, this
argument emphasizes that the framing of inequality may be as important as its size and connects well
with established ideas in relative deprivation theory and other-regarding preferences in economics. In
line with these arguments, this dissertation shows that it is crucial to consider whether individuals look
up or down when evaluating their relative income positions and their relative contributions to the state’s
tax revenue. Hence, redistribution from may be structurally different from redistribution to—not only
because it concerns different policy areas but also because it highlights different social groups (“the
rich” and “the poor”) and fairness dimensions (prosociality and effort) (Hansen 2022; Horwitz and
Dovidio 2017). Thus, following arguments in the welfare benefit literature about the deservingness of
the poor (van Oorschot 2000), we have to consider public views about the (un)deservingness of the rich
to understand when individuals think it is adequate to increase the redistributive power of the tax system
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(Roosma et al. 2016; Scheve and Stasavage 2016). In line with this argument, I found that support for
redistributive taxation is strongly connected to individuals’ beliefs that others are cooperative and
fundamentally conform to the norm of reciprocity by contributing to state revenue (Castafieda 2023;
Rothstein 2001). Perceiving others’ contributions is important to increase willingness for non-egoistic
redistributive preferences in tax progressivity. Hence, individuals’ tax preferences are not only a
function of their preferences or fairness beliefs but also of their biased perceptions about what others
contribute to the public good. Hence, views about the public good provisions of others may justify one’s
desire to increase or decrease the level of progressive taxation and may function as a mechanism that
enables justified self-interested discontent with the status quo.

Second, the dissertation also contributes several methodological innovations, especially in the context
of measurement strategies of individuals’ views about tax fairness and their perceptions of the level of
tax progressivity and relative income positions. By concentrating on taxes, I avoid conflicting
redistribution from and redistribution to, which is common in the literature but has been criticized in the
past, as both follow different social mechanisms and highlight different fairness issues (Cavaillé and
Trump 2015). To the best of my knowledge, this dissertation is also the first to estimate perceived and
fair tax rates separately among a wide variety of European countries, avoiding usual problems with
established measurement strategies that are either highly complex and cognitively demanding creating
high shares of missing answers (e.g., progressivity preference estimates in the ISSP and ESS) or cannot
determine whether preferences for change stem from differences in perceptions or differences in
outcome preferences (ISSP) (for related critique of established measures in the field see, e.g., Barnes
2015; Pedersen and Mutz 2018; Stantcheva 2021).

The cross-country evidence presented in the dissertation revealed a mountain of variance hidden
between country-level baselines that would suggest that people want to pay fewer taxes everywhere in
Europe. However, this dissatisfaction with the status quo tells us little about how much people are fine
with paying taxes if the institutional context allows. While in the short-run it may be politically relevant
whether people think their taxes are ‘too high’, this overshadows the effective importance and
theoretically more intriguing fact that people in high-tax countries can think that twice the level of taxes
are fair compared to people living in low-tax countries. Furthermore, the dissertation provides new
measures to elicit tax progressivity perceptions at the individual level that specify concrete income levels
to avoid misconceptualization of income groups (everyone is middle income), which, otherwise, could
confound the mechanisms of relative income misperceptions and tax misperceptions (see also the
arguments by Cansunar 2021). This dissertation concentrated on individual perceptions and fairness
beliefs regarding the full tax progressivity of the revenue side of the welfare state, including the
regressive power of indirect taxation (Blasco, Guillaud, and Zemmour 2023; OECD 2020), which could
explain the overestimation of the progressive power of the welfare state found here. While this provides
new evidence on how people react to tax definitions, as previous studies mainly focused on progressive
income taxation specifically, this also indicates that more fine graded measures are needed to analyze
whether different tax mixes in different countries may contribute to tax progressivity misperceptions
and hence potentially reduce support of progressive taxation.

Furthermore, the results of this dissertation point out that measuring tax perceptions is important to
accurately operationalize and understand the mechanisms explaining support for more or less
progressive taxation (Berens and Gelepithis 2019; Limberg 2020). By asking respondents directly about
their perceived and fair tax levels for specific income groups, one can improve existing methods and
identify whether different answers reflect variations in estimates about what is taxed or what should be
taxed. In this context, previous literature may have underestimated the challenges of isolating pure self-
interest because income potentially captures perceptual biases that may not be evidence of a self-interest
rationale. That is, lower support for progressive taxation of the rich may not only be explained by their
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lower preferences for redistribution but also by a systematic overestimation of their own tax
contributions relative to the poor, as I found in Chapter 6. This calls into question established methods
estimating preferences as deviation from the status quo that simply ask respondents’ whether they
consider the current income taxation as “too high” or “too low” (ISSP). If perceptions of and preferences
for taxation depend on income, not considering perceptions may result in a biased estimate of the effect
of income on support for progressive taxation. However, the relative nature of such survey questions
has rarely been acknowledged (e.g. Berens and Gelepithis 2019; Roosma et al. 2016). Moreover,
preferences for change is likely motivated by different social mechanisms if they are driven by
perceptions or fairness ideals. Thus, disentangling perceptions and fairness views or outcome
preferences is crucial to understanding how tax attitude polarization connects to structural conditions,
such as income inequality, and to explaining what factors can change these attitudes.

Additionally, the dissertation speaks to the growing literature studying relative income perceptions,
which has become one of the most popular topics in the literature, starting especially with Cruces et al.
(2013), who highlighted the importance of relative and absolute income misperceptions to explain
preferences for redistribution. However, the previous literature has had trouble replicating these results
and still cannot easily determine when and why information about inequality and relative income
positions fails to change individuals’ inequality concerns and redistributive preferences (Ciani et al.
2021). Moreover, studies have also pointed out the enormous variance of estimates and misperceptions
that different methodological approaches find (Jachimowicz et al. 2022; Nyhan 2020). Following up on
these results, I show that small changes in question wording, such as the manipulation of the comparison
anchor, can lead to starkly different misperceptions, as upward comparisons reduce overall error and
downward bias but increase the upward bias in the estimates of lower income classes compared to
downward comparisons. Considering the large effect of the question anchor, previous experiments
designed to correct misperceptions using one of these questions correct, to a large extent, misperceptions
produced by the specific measure used to elicit respondents’ beliefs. While this might not affect the
validity of the experiments, it strongly limits their ability to inform us about the direction and degree of
misperceptions and the potential effects of objective information in the field. Hence, we need a deeper
understanding of the social mechanisms that drive individuals’ (mis)perceptions to avoid such
methodological pitfalls in the future. This dissertation makes the first contribution to this endeavor by
pointing out that the anchor bias is created by the increased salience of anchor confirm information,
which enables me to suggest and successfully test a new difference-in-difference approach to estimate
individuals’ relative income positions and reduce these anchor biases.

Finally, the results of the dissertation also have societal relevance. Following the ideas of Thomas H.
Marshall (1950) this dissertation also targets the question of whether economic inequality can lead to
social polarization even if civil and political rights are equal (see also Iversen and Soskice 2015). From
a simple material rational choice perspective, extensive increases in inequality will be avoided in
democratic societies when citizens are well informed about the level of inequality because they should
increase their demands for redistribution. However, if the effects of information and perceptions about
the size of inequality are endogenous to structural conditions, inequality can perpetuate itself.

In line with these concerns, the results indicate that providing information about the status quo may not
only enable individuals to make rational decisions, as was previously argued, but may also change the
baseline on which individuals form their decisions and can, in fact, lead to legitimized low levels of tax
progressivity and, thus, higher inequality. This is especially the case if the institutional context favors
overestimation of tax progressivity, which I found is quite common if one asks individuals about the
total redistributive power of the revenue side of the welfare state and might be explained by individuals’
failure to account for the regressive impact of indirect taxation. In this context, information may
perpetuate the status quo of tax progressivity, as people use what is the case as a base for what is possible
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and desirable. Thus, the literature so far has been overly optimistic regarding the ability of democratic
societies to guarantee stable levels of economic inequality via governmental redistribution, as
individuals’ fairness norms are highly endogenous to levels of inequality and redistribution.

Moreover, the connection between tax perceptions and income position opens a new path to how
inequality can affect the demand for redistribution: perceived tax solidarity. As shown in this
dissertation, the poor are more prone to underestimate tax progressivity, while the rich tend to
overestimate tax progressivity. These misperceptions should grow when the level of inequality increases
if this increases the level of income polarization and segregation, as has been shown is commonly the
case (Zilberstein and Lamont 2023). Following these arguments, rising levels of inequality should lead
to an increasing underestimation of the relative contributions of others, resulting in increased
dissatisfaction with the redistributive tax system among the rich and poor. Thus, inequality-driven biased
perceptions may provide people with a justification to withdraw from the principle of tax solidarity with
potentially detrimental consequences, especially for the poor (for similar arguments see also the
literature on inequality-driven beliefs see: Mijs 2021; Wegener 1987). However, the results of this
dissertation might also point out some opportunities to avoid this vicious cycle of inequality. Publicly
providing information on who contributes to the tax revenue of the welfare state can change demands
for redistributive taxation, especially among the rich, who increase their support for redistributive
taxation if they are informed that the poor pay more than expected (which is the most common
misperception). At the same time, more information on the context of taxation may also decrease the
potential lock-in effect of fairness estimates in the status quo. This would elevate some of the inequalities
produced by differences in the economic endowments of different social classes.

In addition, I could show that upward or downward comparisons evoke different perceptions about
where people position themselves in society and highlight different fairness frames. Thus, it is crucial
to investigate not only people’s misperceptions about the size and shape of inequality but also how they
and the sources they use frame inequality. In this context, the dissertation could show that the ratio of
upward and downward comparisons itself should be a relevant factor that influences decision-making.
Thus, future studies may investigate the comparative groups people are exposed to in their daily lives
and in the media to investigate whether the rich or the poor are framed in ways that favor contrasting or
assimilation (Buunk and Gibbons 2007; Summers et al. 2022). Some studies of the portrayal of merit in
popular culture already point in that direction (Carbone and Mijs 2022), but more investigations are
necessary to determine how people form such beliefs in their day-to-day interactions and when
consuming different forms of media (Summers et al. 2022).

Limitations and demand for future research

Like any study, this dissertation has several limitations that also suggest pathways for future research.
First, I relied mainly on cross-sectional data because panel data with the potential to disentangle tax
perceptions, fairness attitudes, and preferences are unavailable. Future studies might try to establish
longitudinal evidence to test whether people learn to like the tax system in which they live. Some studies
have already investigated tax issues from a longitudinal perspective but have mainly focused on
objective outcomes and macro-level correlations (Barnes 2020; Buggeln 2022; Limberg and Seelkopf
2022; Seelkopf, Lierse, and Schmitt 2016). I suggest that more research is needed on perceptions,
fairness views, and preferences to understand the social mechanisms involved when people form their
redistributive tax preferences. In this setting it would be especially beneficial if international
comparative studies investigate whether different tax levels and mixes affect individuals’ demand for
progressive taxation.
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Moreover, future research is needed to determine the concrete social mechanisms that affect individuals’
tax perceptions. As noted earlier, self-interested motivated reasoning is a distinct possibility that may
explain why the rich overestimate tax progressivity and the poor underestimate it (Epley and Gilovich
2016). However, as noted in the literature, perceptions likely also represent attitudes shaped by deep-
rooted political values (Trump 2023). Both of these explanations have different consequences, and
research is needed to pinpoint the exact social mechanism responsible for these effects. This also relates
to status quo effects. As noted in the policy feedback literature and in the literature on the status quo
legitimation of inequality, one can expect positive feedback effects of the status quo due to exposure
(legitimization of the moral economy and the limited cognitive accessibility of alternatives), experience
(mechanical status quo preference), and signaling (of elite preferences) (Kreitzer, Hamilton, and Tolbert
2014). Future research is needed to establish which mechanism is most important to understand
individuals’ preferences for progressive taxation and to understand how they react or do not react to
changes in the redistributive power of the welfare state.

This issue also emphasizes the role of communicators of the institutional status quo and its adequacy,
such as the media, which may create biased perceptions about inequality changes (Boomgaarden et al.
2011; Damstra and Boukes 2021) and elite (e.g. party) or institutional (perceived levels of corruption or
institutional quality) cues, as voters have been found to follow examples of others in their attitudes
regarding fair levels of taxation or financial assistance (Bauhr and Charron 2018, 2020; Kanthak and
Spies 2018; Steenbergen, Edwards, and de Vries 2007; Stoeckel and Kuhn 2018). My results already
suggest that political actors may have more power than is assumed to establish a favorable environment
for tax introduction. However, more concrete evidence is needed to gain a better understanding of the
power of when political actors can set new institutional baselines and change tax rules, even if they are
initially unpopular. This also relates to studies that pointed out the power of changes in public policies
on behaviors, preferences, attitudes, and values such as smoking, opposition to gay marriage and
insurance attitudes (Gusmano, Schlesinger, and Thomas 2002; Kreitzer et al. 2014; Pacheco 2013;
Tankard and Paluck 2017). This seems especially important because policies can also lead to attitudinal
lock in effects not only because of the stabilizing power of the status quo, but also because it generates
institutional frameworks that influence individuals’ long-term material interest. An important tax-related
example here is the joint taxation of married couples (household-based income taxation) which has been
shown to reduce the labor supply of second-earners and thus predominantly of women (LalLumia 2008;
OECD 2022c¢, 2022d). Once established women make long-term decisions related to their level of
education, work, living arrangements, and family planning based on this framework and as such have
no immediate material self-interest in changing this policy. Following Merton such reproducing
inequalities, therefore, might not be abolished by “insisting that it is unreasonable and un-worthy of
them to survive but by cutting off the sustenance now provided them by certain institutions of our
society” (Merton 1968:490).

Moreover, this dissertation analyses individuals’ stated preferences and fairness beliefs related to
redistributive taxation. Future research might rely on donation experiments or study actual voting
behavior directly to provide more evidence of how stated preferences can be linked to actual voting
behavior (Almés et al. 2019; Epper, Fehr, and Senn 2020). These studies could also provide more
evidence on the micro—macro link (transformational mechanism) that connects individual preferences
or actions to macro-level outcomes, which has not been the focus of this dissertation. In the standard
Meltzer—Richard model, preferences for taxation link directly to political outcomes by the majority rule.
However, many studies have already criticized this assumption, pointing out the multidimensionality of
policy spaces (Iversen and Goplerud 2018). One major debate in this context relates to the relationship
between migration (Breznau et al. 2022), fractionalization (Alesina et al. 2003), and preferences for
redistribution. This literature points out the role of social identities: if people have other-regarding
preferences and differentiate between in- and out-groups, redistribution becomes multidimensional.
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Strong within-group solidarity but weak between-group solidarity can overlap the boundaries of
economic classes, leading low-income voters to vote for less redistribution in order to avoid benefitting
the out-group. This issue is most important in the context of voting when different policy interests have
to be condensed into one single vote. Further research is needed to link how stated preferences for tax
redistribution combine with other political interests and influence individual voting decisions and other
political actions (e.g. labor-union membership, participation in political protests).

Finally, this dissertation provides some evidence of how beliefs can link the desires for income
maximization and to live in a just world (e.g., suggesting that informing the rich about the tax
contributions of the poor may lead them to switch from a self-interest to a fairness frame), but we still
lack a thorough understanding of when and why individuals sometimes refer to income maximization
or fairness when forming their redistributive preferences. While most studies have no clear theoretic
argument on when individuals should be more affected by the desire to live in a just world or the desire
to maximize one’s income, Rueda (2017) argued that “food comes first, then morals” and embedded
political preference formation in broader literature that argues that the hierarchy of needs have crucial
consequences for individuals’ preferences (Inglehart 1990). Basically, it is argued that the rich are more
likely to act altruistically because they can fulfill their basic needs despite giving something away. In
contrast, Shayo (2009) argued that the poor have fewer opportunities to feel good about themselves in a
materialistic sense. Thus, they should be more sensitive to arguments of social identity than to material
interest in comparison to the rich. Similarly in its consequence, following the ideas of Veblen (1934),
recent studies pointed out that the rich might be quite sensitive to material signals not because they are
interested in the objective height of the income per se but because they are motivated by a desire for
social status that focuses on relative comparisons with others who are rich (Lungu 2022; Thal 2020).
These ideas indicate that both the desire for income maximization and the desire for fairness (of
processes and outcomes) may depend on structural conditions that moderate the relationship depending
on individuals’ income positions, suggesting that the rich and poor might react differently to changes in
material interest and fairness beliefs. Future studies might test these diverging theoretical expectations
directly to establish when and why the poor or rich react more to cues about material interests or fairness
norms.
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