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JEL classification: Overconfident people who do not earn what they think they can may attribute this negative
D31 gap to the unfairness of the economy and thereby favor reducing income inequality when they
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realize their negative income-ability gap. To test this theory, we conducted an online survey
experiment in the US in which we assigned the treatment emphasizing each respondent’s self-
perception of the income-ability gap randomly. The results indicate that realizing this negative
Keywords: income-ability gap lowers respondents’ perception of the economy being meritocratic and fair.
Preferences for redistribution However, it did not translate into the higher support for reducing income inequality or the
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vercontidence support for the government intervention. In addition, we examined the potential heterogeneity
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Meritocracy depending on political ideologies and political trust levels.
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1. Introduction

Much evidence shows that people tend to be overconfident about their ability in many situations.! For example, Svenson
(1981) famously finds that 88% of US respondents consider themselves to be safer than the median driver. Workers tend to
systematically overpredict their productivity, which lowers the turnover rate (Hoffman and Burks, 2020). CEOs often overestimate
the returns on their investment projects, which leads to overinvestment (Malmendier and Tate, 2005). This study contributes to
the literature of behavioral political economy (Schnellenbach and Schubert, 2015) by investigating how the political preferences of
overconfident people, specifically preferences regarding equality, change when they see a gap between their economic status and
their self-evaluations of their ability.
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Overconfident people do not actually earn what they think they can, implying that they may be aware of a negative gap between
their economic status and their own evaluations of their ability at some point during their lives. As they hold a strongly biased
belief about their own ability, they would not attribute this gap to their low ability but rather that their economic status does not
appropriately reflect their talent and effort, which implies that society is non-meritocratic and unfair. As such, overconfident people
would attribute the negative income-ability gap to the unfairness of the economy, which should in turn increase overconfident
people’s support for reducing income inequality. They may also increase the support for government interventions.?

While several recent studies emphasize the role of personal economic experiences as a determinant of the view on fairness and
preferences for redistribution (e.g., Deffains et al., 2016; Ng and Semenov, 2019; Fehr and Vollmann, 2020; Berthet et al., 2020),
the effect of realizing the negative income-ability gap is understudied, despite its prevalence. In particular, there is no experimental
evidence outside labs because manipulating actual economic experience is difficult beyond hypothetical situations in the labs.

By running a unique experiment, we explore how realizing the negative income-ability gap changes political preferences in a
real economic environment. We conducted an online survey experiment in the US with around 4500 participants. At the beginning
of the survey, respondents were asked to disclose their income and self-evaluation of their earning ability, which provided us with
their self-perceptions of the income-ability gap. For the majority of the respondents, the self-evaluations of their earning ability
were not equal to the location of their income. Furthermore, among such respondents facing the income-ability gap, the majority
considered that their income were lower than their earning ability, which we call the negative income-ability gap. Then, respondents
were randomly assigned to the treatment that emphasizes the income-ability gap constructed by their previous answers.*

The unique structure of our survey is that we customized this treatment for each respondent. For example, consider respondents
who chose “very high ability” as their self-evaluation and chose “low” as the relative location of their household income. We
assigned half of these respondents randomly to the treatment question, which reminds them that their income is low despite their
very high ability, and the other half to the control that received no such question. By exploiting this feature of our survey design, we
explore the causal effect of realizing the income-ability gap on preferences for reducing inequality. Our interest is in the treatment
effect on respondents facing the negative income-ability gap.

We obtained two main results. The first result is on the effect on the perceived degree of unfairness. We found that realizing the
negative income-ability gap makes people think that ordinary people earn incomes below their ability. That is, people attribute the
negative income-ability gap not to low ability but to the unfairness of the economy.

The second result is on the preferences for reducing income inequality. Due to the aforementioned effect on the view of the
unfairness of the economy, we hypothesized that realizing the negative income-ability gap might increase people’s support for
income equality. We found that the effect on preferences for income equality was limited. On average, it does not increase the
support for reducing income inequality or the support for government intervention. This result indicates that finding out the world
is not as one thinks it is does not necessarily influence one’s preferences for equality.

As existing experimental studies show (Alesina et al., 2018; Kuziemko et al., 2015), the effect of information provision on policy
preferences for equality could depend on political attitudes such as political ideologies or political trust. Such potential heterogeneity
of the treatment effect may have resulted in the null result on the average treatment effect. Taking this possibility into account,
we also examined potential heterogeneity. We found that realizing the negative income-ability gap does not change the support for
reducing inequality among centrists and right-wing people. On the other hand, we found a suggestive evidence that it enhances the
support for reducing inequality among left-wing people, though it is not statistically significant at a conventional cutoff (the p-value
was 0.06). However, even left-wing people did not increase the support for government intervention. In addition, we also examined
heterogeneity depending on a political trust level, but we did not find the heterogeneity.

Overall, the results indicate that after realizing the negative income-ability gap, people are more likely to think that society is
unfair, but do not necessarily increase support for reducing income inequality. Overconfident people do not actually earn what they
think they can, and thus they would be aware of a negative gap between their economic status and their own evaluations of their
ability at some point during their lives. Our study shows how realizing this negative income-ability gap influences people’s view on
fairness and inequality.

Related literature: Whether the causes of inequality are meritocratic significantly affects preferences for reducing inequality (e.g.,
Alesina and Angeletos, 2005; Alesina and La Ferrara, 2005; Krawczyk, 2010; McCoy and Major, 2007). Thus, it is important to
explore the conditions under which people change their understanding of the meritocratic or non-meritocratic causes of inequality.
As a determinant of beliefs on the causes of inequality, several recent studies emphasize individual economic experiences such
as individual economic success and failure (e.g., Deffains et al., 2016; Ng and Semenov, 2019; Fehr and Vollmann, 2020; Berthet
et al., 2020). We contribute to this strand of the literature by showing the novel interplay between overconfidence and the individual
income-ability gap.

2 Another effect of overconfidence is over-placement of income. Overconfident people might overestimate the relative location of their current incomes, which
reduces support for redistribution. Several empirical studies verify this channel (e.g., Cruces et al., 2013; Buser et al., 2020; Fernandez-Albertos and Kuo, 2018),
but it is not our focus.

3 Respondents evaluate their income position based on information about the real income distribution in the US. Thus, their self-evaluation of income-position
is not subjective, though the evaluation of their ability is subjective.
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The most closely related study to ours is Ng and Semenov (2019), who also analyzed the role of overconfidence.* Specifically,
they conducted a lab experiment in which they assigned income to participants randomly based on task performance and chance,
where the degree to which income depends on task performance was uncertain. Overconfident participants overestimated their task
performance, and thus after receiving low income, believed that economic system in the lab was not based on task performance.
Consequently, even without self-interested motivations, overconfident participants chose more redistribution when they experienced
failure. The novelty of our study is that we test the theory not in an artificial context of lab experiments but in a real economic
environment using respondents’ real incomes. Our results differ from theirs in an important way. We find that realizing the negative
income-ability gap does not necessarily promote support for reducing inequality in a real economic context.

2. Theoretical framework

2.1. Hypotheses

Perception on unfairness of economy: To establish the concept, let us consider the following simple theoretical framework.® Suppose
that individual i’s income is y; € {yy,y;}, where yy > y;, and her earning ability is given by a; € {ay,a;}, where ay > a;.
This earning ability is a product of her previous effort and her innate ability, though we do not explicitly model its source. The
economic environment determines how income depends on earning ability, but whether the economic environment is meritocratic
is uncertain. Let the economic environment be 6 € {G, B}. When 6 = G, the economy is meritocratic such that individual income is
commensurate with earning ability; that is,

Pr(y; =yyla;=ay)=Pr(y; =y.la; =a;) =p>0.5.

In this case, we refer to the economy as fair. On the other hand, when 6 = B, the economy is non-meritocratic such that income is
unrelated to earning ability; that is,

Pr(y; = ygla; = ag) =Pr(y; = yrla; = a;) =0.5.

In this case, we refer to the economy as unfair. The prior probability of # being G is g € (0, 1).
Now, suppose that person i believes that a; = ay, but y; = y;. Then, once the individual realizes the gap between income and
earning ability, she updates her belief on the fairness of the economy as follows:

9(1—p)
q(1=p)+(1—¢)0.5
which is lower than the prior ¢ because p > 0.5. Since individual i believes that her earning ability is high, she attributes the
income-ability gap to the unfairness of the economy. Consequently, realizing the income-ability gap lowers the perceived degree of
fairness of the economy.
This simple theoretical framework yields the following hypothesis:

Pr(0 =Glo; = ay,y; =y ) =

Hypothesis 1. Suppose that a person believes that her earning ability is high, but her income is low. Realizing this negative
income-ability gap leads her to believe that ordinary people do not get income commensurate with their ability. That is, realizing
the negative income-ability gap increases the perceived degree of unfairness of the economy.

Support for reducing income inequality: We next turn to the effect on the support for reducing income inequality. As both theoretical
and empirical studies show, one’s belief about whether inequality stems from justifiable factors (e.g., whether society offers equality
of opportunity) determines her preference for income equality (e.g., Alesina and Angeletos, 2005; Alesina and La Ferrara, 2005;
Krawczyk, 2010; McCoy and Major, 2007).

The unfairness of economy in terms of non-meritocracy would be a typical example of unjustifiable factors. For example, in
their survey experiment, Almas et al. (2020) report that 37.5% of the US respondents have a meritocratic view such that whether
inequality is justified depends on whether its source is meritocratic or not. Furthermore, earning ability is an outcome of one’s
own human capital investment from a dynamic perspective; that is, it depends on previous effort as well as innate talent. Thus,
the “effort vs. luck” argument in the literature can be regarded as a meritocratic view (e.g., Alesina and Angeletos, 2005). Based
on these existing studies, we would expect that the view that society is unfair increases support for reducing income inequality. In
addition, it would be natural to expect that this belief increases support for government intervention.

Combining this argument with Hypothesis 1, we obtain the following hypothesis:

4 Another related work is that by Fehr and Vollmann (2020), who conducted an incentivized experiment where the success of each person’s effort task was
determined randomly. They analyzed how economic success changes the participants’ views of the role of effort in the task and preferences for redistributing the
reward of the task across subjects. In the analysis, they considered the potential heterogeneous effects of political ideology and find that political ideology does
not play a role. Because they considered redistribution of the reward in the effort task, they did not identify preferences for redistribution in a real economic
context.

5 We consider a binary outcome, but our argument can easily extend to a more general setting.
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Hypothesis 2. Suppose that a person believes that her ability is high, but her income is low. Realizing this negative income-ability
gap increases her support for reducing income inequality. In addition, when realizing the negative income-ability gap, she demands
public intervention to reduce inequality as the private sector yields unfair outcomes.

It is important to note the assumption that people have meritocratic view. The literature of welfare economics discusses the
concept of “responsibility” (e.g., Fleurbaey and Maniquet, 2011): when inequality comes from characteristics for which each
individual is deemed responsible, inequality would be accommodated. Our theoretical argument implicitly assumes that each
individual is deemed responsible for a part of their earning ability so that inequality coming from non-meritocratic sources is
unjustified, but inequality stemming from heterogeneous earning abilities is justified to some extent. Of course, a part of citizens
may not share this view; if the fraction of such citizens is large, Hypothesis 2 may not hold. Our experiment works as an indirect
test of whether a majority of citizens have meritocratic view.

Potential heterogeneity: So far, our argument does not incorporate each individual’s political attitudes. However, in practice, political
attitudes matter. First, it has been found that conservatives attribute greater responsibility than liberals to an individual (e.g.,
Williams, 1984). This empirical fact suggests that the treatment might not increase the perceived degree of unfairness of the economy
among right-wing people. Furthermore, by definition, conservatives believe that government intervention is undesirable, whereas
liberals are willing to invite government intervention as needed. Hence, we expect a larger effect on preferences for government
intervention among left-wing people than among right-wing people.® Indeed, Alesina et al. (2018) find that pessimistic information
about social mobility increases support for redistribution only among left-wing respondents. From this consideration, we obtain the
following hypothesis:

Hypothesis 3. Hypotheses 1 and 2 are more salient for people with a left-wing ideology.

Lastly, another dimension of political attitudes affects support for government intervention. Those with political distrust might
oppose any type of government involvement and seek other ways to address unfairness. Thus, realizing the negative income-ability
gap might increase support for government intervention only for those with trust in the government. Indeed, existing studies find
that lower political trust reduces support for redistribution (Rudolph and Evans, 2005; Kuziemko et al., 2015). Thus, we obtain the
following hypothesis:

Hypothesis 4. The effect on support for government intervention is salient only for those with trust in the government.
2.2. Discussion

Role of overconfidence: Key to theory is the presumption that individual i believes that her ability is high, but her income is low.
When do people face this negative income-ability gap? The first possibility is that she wrongly believes that a; = a; despite her low
ability, which we can regard as overconfidence. The second possibility is that individual i correctly recognizes that her ability is
ay, but she happens to earn a low income because ability and income are not perfectly aligned in reality. Indeed, the high-ability
individual can have y; with probability 1 — p even if § = G in our model.

Since the true earning ability is unobservable, we cannot identify which one is the source of each one’s negative income-ability
gap. While existing studies of overconfidence suggest that a substantial fraction of the negative income-ability gap is stemming from
overconfidence, we do not try to identify each person’s source of the income-ability gap. Since our hypotheses do not rely on the
source of the income-ability gap, we analyze the effect of realizing the negative income-ability gap without considering its sources.

Updating the belief on ability: Our model implicitly assumes away belief updating regarding ability by positing that people have
a hard-wired belief that their ability is high. Arguably, they might actually be unsure of their ability and update their belief on
their ability after learning the income-ability gap.” However, we believe that our setting, where individual i never updates her
belief about a;, reasonably approximates reality. Prior empirical research describes self-serving bias, where people attribute positive
events to their own character but attribute negative events to outside factors (e.g., Mezulis et al., 2004). Given this cognitive bias,
it is reasonable to assume that respondents do not update their beliefs about g;. Reassuringly, we found no statistically significant
impact of our intervention on individuals’ beliefs about their own ability. See Section 5 for details.

3. Experimental design

We implemented our online survey experiment from June 26 to July 5, 2021. The survey had the following structure. At the
beginning of the survey, respondents were asked to answer (i) questions on demographics and political attitudes and (ii) questions on
income and earning ability. Then, we assigned them randomly to (iii) the treatment question. Afterward, they were asked to answer
(iv) questions on their views on inequality and redistribution. Respondents were forced to answer all questions. The experiment
was conducted using Qualtrics survey software. This research was approved by the Tokyo University of Science Institutional Review
Board (Protocol number 20001) and preregistered at AEA RCT Repository (AEARCTR-0007852).°

6 This hypothesis is non-trivial as we can consider an alternative story where this is false. For example, the leftists may have already hold a high level of
support for reducing inequality; thus it may be harder for them to further change their views. Thus, this hypothesis requires an empirical investigation. See also
footnote 19.

7 Formally, Pr(q; = ay) = 1 induces no Bayes updating on ability after realizing the income-ability gap, while Pr(a; = a;) < 1 induces updating.

8 https://www.socialscienceregistry.org/trials/7852.
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How do you think about your earning ability?
Your ability is

O Very high (in the top 0-14% among the U.S. society)
O High (in the top 15-29% among the U.S. society)

O Relatively high (in the top 30-44% among the U.S. society)

O Average (in the top 45-54% among the U.S. society)

e

D Relatively low (in the top 55-69% among the U.S. society)
O Low (in the top 70-84% among the U.S. society )

O Very low (in the top 85-100% among the U.S. society)

Fig. 1. Question on the self-evaluation of earning ability.

3.1. Data collection

We posted the survey openly on Amazon Mechanical Turk (MTurk) with a description stating that the survey paid $1.00 for
approximately 5 min. To ensure the quality of the survey respondents, we took several attempts.’ First, we had Amazon show the
survey only to workers who had US addresses to exclude foreign workers. Second, to exclude robots, only workers with a past
completion rate of greater than 95 percent and a past completion task numbers of more than 50 were allowed to take the survey.
Third, to exclude any unexpected cheating, respondents could not receive payment unless they used a password visible only at
completion.

Many studies in psychology and political science use MTurk to implement large-scale online survey experiments. Recent studies
in the field of political economy also use this platform (e.g., Kuziemko et al., 2015; Barton and Pan, 2021). While MTurk participants
are not nationally representative samples, they are demographically diverse (e.g., Buhrmester et al., 2011)!° and existing studies
indicate that results obtained using MTurk are similar to those using representative samples (e.g., Mullinix et al., 2015; Snowberg
and Yariv, 2021).

3.2. Substantiating the income-ability gap

To construct each respondent’s self-perception of the income-ability gap, all the respondents were asked to answer questions on
the relative location of their incomes and their earning ability at the beginning of the survey.

First, we presented a table of income distribution in the US. Based on this table, respondents were asked to answer the relative
location of their household incomes on a 7-point scale from “very high” (top 15%) to “very low” (bottom 15%). As prior studies
demonstrate, overconfident people tend to misunderstand the relative location of their household incomes (e.g., Cruces et al., 2013;
Fernandez-Albertos and Kuo, 2018). Because we are not interested in this channel, we need to exclude it. For this purpose, we
informed respondents of the correct location of their incomes.

Second, we asked respondents to evaluate the relative location of their earning ability by a 7 point-scale from “very high” (top
15%) to “very low” (bottom 15%), which is the same scale as used in the question about their household incomes. Since committing
to a specific proxy for the earnings ability (e.g., IQ) might miss other abilities relevant for earnings (e.g., communication skills), we
choose to comprehensively capture it by using an abstract notion of “earning ability” as seen in Fig. 1.

From these two questions, we constructed each respondent’s income-ability gap. If the self-evaluation on earning ability is higher
than the income location, we coded it as being the negative income-ability gap.

The choice to use the self-reported household income as a measure of income may induce misclassification. First, because
household income tends to increase with household size, this coding might disproportionally code small households as facing the
negative income-ability gap. Second, household income depends on the ability of both the respondent and the other family members.
Such misclassification inevitably occurs because of the difficulty in comparing the life quality of households with different sizes.
Furthermore, respondents may not truthfully reveal their household income, which may induce misclassification. Recognizing that
any measure can entail its own issues, we adopt self-reported raw household income as the measure of income by virtue of its
simplicity.

9 These are standard methods to ensure the quality of surveys using MTurk (e.g., Kuziemko et al., 2015).
10 Moss et al. (2020) report that the COVID-19 did not change the demographics of participants on this platform much: race, income, and gender remained
constant.
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Your household income is low, whereas your ability is very high.
How do you think about the gap between your household income and your ability?

Income is extremely

Income is too low high compared with
compared with ability No gap ability
-2 -1 0 1 2

Gap between income and ability
Fig. 2. Treatment.

Importantly, our treatment works as intended so long as respondents believe our treatment information and realize that their
income is not commensurate with their ability. Hence, so long as our experiment succeeds in creating such a situation, our experiment
resembles the situation of interest and the misclassification is irrelevant for our purpose.'! We believe that our experiment sheds
light on people’s behavior in a real society despite the potential misclassification.'?

3.3. Treatment: Realizing the income-ability gap

We assigned respondents randomly to the treatment question. The aim of this treatment is to emphasize the income-ability gap.
To this end, we customized this question for each respondent depending on her self-perception of the income-ability gap.

Suppose that a respondent chose “low” as the relative location of her household income and “very high” as the self-evaluation
of her ability. This implies that her income is much lower than the self-evaluation of her earning ability. However, she might not
realize this income-ability gap. As in Fig. 2, we designed our treatment question to alert the respondent to the income-ability gap
based on their answers to the previous questions.

In this question, the respondent was first told that their income is low, whereas their ability is very high. We customized this
information depending on the answers to the previous questions on income and earning ability. However, providing only this
information might not be enough because respondents might skip the information without serious reading. To prevent this outcome,
we asked the respondent to evaluate her income-ability gap based on the provided information on a 5-point scale. As such, for the
respondents facing the negative income-ability gap, the treatment works as a stimulus reminding them that what they actually earn
is lower than what they think they can earn.

Note that this treatment question was not given to respondents in the control group. They just skipped this question and answered
the subsequent questions.

3.4. Main outcomes

We explore the effect of the treatment on views on inequality and preferences for reducing inequality. For this purpose, we use
the answers to the following questions as our main outcomes.

Unfairness of the economy: In a meritocratic society, economic status should be based on earning ability (i.e., talent and effort). If
not, then the society is non-meritocratic and unfair. Based on this view, we asked respondents to answer whether the incomes of
ordinary people in the US are higher than, equal to, or lower than their ability. We used the answer to this question as the perception
of the unfairness of the economy.

Preferences for reducing income inequality: We asked the following two questions. The first question is about whether to reduce income
inequality in general. In particular, respondents were asked to answer whether US society should reduce income inequality on a
4-point scale from “strongly disagree” to “strongly agree”. While income redistribution is a particular interest in the literature, it
is not the only way to reduce income inequality. In our context, people might consider that making society more meritocratic is a
better way to reduce income inequality if many high-ability individuals earn less than what they would in a fairer economy. Our
question encompasses such alternative approaches to reduce inequality.'®

In addition, because there are various ways to reduce income inequality, it is not necessarily true that support for reducing
inequality leads to support for government intervention. We therefore designed the second question to ask about support for
government intervention. In particular, respondents were asked to answer whether “the task for reducing income inequality should
be delegated to the US government” or “the US government cannot be entrusted with the task for reducing income inequality”.

11 In our data, respondents tend to be classified as facing the negative income-ability gap when they are unmarried (see Online Appendix A.5) because their
income level tends to be lower than that of married respondents. A threat to our analysis is that such misclassification makes the treatment information so
unrealistic that survey respondents no longer believe it. In this case, we expect no effect of our treatment, which is not the case in our data. To address this
concern, we conducted the analysis for unmarried respondents as a robustness check. The results are qualitatively similar to those for the full sample, which
indicates that these misclassification issues are not very serious. See Figure A.1 in the Online Appendix.

12 Another potential issue is that students’ incomes tend to be low no matter how high their abilities are. While this is the case, it is unlikely to affect our
results as the proportion of students in our full-sample is only around 2.7%. Note also that around 76.0% of our respondents are either full-time employees,
self-employed, or small business owners.

13 Respondents were also asked about specific policies such as redistribution. See Section 6 for details.
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4. Data

4850 individuals started to answer this survey and 4697 individuals completed it. Since our treatment requires that respondents
are seriously engaging in the survey and remembering the relevant information, samples that took either too short or too long time
for completing the survey are undesirable. Since our survey is designed so that engaging participants can complete the survey in
5-6 min, we drop samples that took less than 90 s (1.5 min) and more than 900 s (15 min).'* This leaves us 4471 respondents. The
median time to complete the survey is 317.5 s. The randomization of the treatment looks successful. In Online Appendix A.2, we
investigate whether the characteristics of treatment and control groups are balanced, which is a implication of successful random
assignment. Overall, we find little evidence against the successful random assignment.

4.1. Income-ability gap

Table 1 reports the data for the income-ability gap. According to the data, 2744 respondents considered their incomes did not
correctly reflect their earning abilities, which accounts for around 61.4% of the respondents. Furthermore, among such respondents
facing the income-ability gap, a majority faced the negative income-ability gap (i.e., considered their incomes lower than their
abilities), which accounts for around 34.1% of the total respondents (its number is 1526). Although the specific numbers should
be taken with grain of salt as our survey is not based on a representative sample of the US, our documentation of the negative
income-ability gap might be noteworthy.

We can also view the presence of the negative income-ability gap from another perspective. Fig. 3 illustrates the marginal
distributions of income and ability for the full sample and the negative income-ability sample. The figure shows that the income
distribution for the full sample is nearly symmetric. Compared with this income distribution, the proportion of respondents who
considered their ability below the average is smaller and the proportion of respondents who considered their ability on average is
significantly larger.

In sum, our data indicate that a certain fraction of the respondents are facing the negative income-ability gap. While it does
not necessarily come from cognitive bias, as we discussed in Section 2.2, we hereafter focus exclusively on respondents facing the
negative income-ability gap (1526 respondents). We also discuss the effect on the other respondents in Section 6.'°

4.2. Characteristics of the respondents facing the negative-gap

We summarize the characteristics of respondents facing the negative income-ability gap in Table 2. For the characteristics of the
full sample, see Table A.1 in the Online Appendix. To see how the negative income-ability gap is correlated with socioeconomic
characteristics, we regressed facing the negative gap on various characteristics by a linear probability model (see Online Appendix
A.5). Respondents tend to face the negative income-ability gap when they are young or single, have right-wing ideology, higher
education, lower income,'® or trust government. The experimental literature reports that men are more likely to be overconfident
than women in terms of task performance (e.g., Deaux and Farris, 1977; Niederle and Vesterlund, 2007; Buser et al., 2020), but we
do not find such evidence regarding the self-evaluation of the earning ability.

A concern is that our definition of the income-ability gap might be measured with error because our measures of income
and ability are imperfect. Indeed, differences in income level and marital status are, at least partially, likely to come from our
classification strategy. By the construction of the income-ability gap, higher-income earners are less likely to be classified as facing
the negative gap. In addition, because we asked about household income, a married respondent’s income level tends to be higher
than that of single respondents. These two characteristics of our income-ability gap measure create such differences.!” However, as
discussed in Section 3.2, these issues are not essential for our purpose.

5. Results
5.1. Views on the unfairness of the economy

How does realizing the income-ability gap affect a respondent’s views on the unfairness of the economy?

14 We set the assignment duration (the allotted amount of time) as 15 min for each worker to complete the survey when we posted the survey on Amazon
MTurk.

15 Note that the fraction of those facing the negative income-ability gap is smaller than the fraction of overconfident people estimated in several lab
experiments (Buser et al.,, 2020). In addition to a difference in the context (we consider earning ability), this may reflect a difference in the samples. To
ensure data quality, only workers with a past completion rate of greater than 95 percent were allowed to take the survey (see Section 3.1). While this is the
standard method, this may reduce the number of overconfident people in the pool of respondents if overconfidence reduces the task performance.

16 A potential concern is that those facing the negative income ability gap are likely to earn lower income than the no-gap and positive-gap respondents,
which may influence our treatment effects to be examined. However, the effect of income is offset by examining the treatment effect only among the respondents
facing the negative gap. Having said this, we also control higher income earners in the following regression equations for ensuring the robustness of our results.

17 Another potential concern is that the income in one year might not fully capture the earning capacity of an individual. For instance, the wealth might be
another aspect of it. Having said this, our treatment successfully increases the perceived unfairness of the economy, which would not happen if the measurement
error is so severe that respondents no longer take our treatment seriously.
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Table 1
Income-ability gap.

Income position Ability

Very high High Relatively high Average Relatively low Low Very low

Very high 61 79 33 19 3 3 2

High 34 165 170 99 17 14 6
Relatively high 16 103 302 362 59 22 7
Average 23 81 212 561 114 23 8
Relatively low 17 27 90 374 245 109 19

Low 7 13 48 139 94 211 50

Very low 12 16 20 68 49 83 182

Notes: The people facing the negative income-ability gap are presented in shaded cells.
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Fig. 3. Income distribution and distribution of respondents’ self-assessment of their ability.

Table 2
Descriptive statistics of respondents facing the negative income-ability gap.
Mean SD Min Max Count
Treatment 0.51 0.500 0 1 1526
Age 38.28 12.186 18 78 1526
Female 0.48 0.500 0 1 1526
Urban 0.42 0.494 0 1 1526
Race: European American/White 0.70 0.456 0 1 1526
Race: African American/Black 0.15 0.355 0 1 1526
Race: Hispanic/Latino 0.07 0.254 0 1 1526
Race: Asian/Asian American 0.05 0.224 0 1 1526
Race: Other 0.02 0.156 0 1 1526
Married 0.50 0.500 0 1 1526
BA or more 0.67 0.471 0 1 1526
High income 0.19 0.389 0 1 1526
Left 0.42 0.494 0 1 1526
Right 0.31 0.463 0 1 1526
Government trust 0.40 0.491 0 1 1526
Observations 1526
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Fig. 4. Treatment effect on main outcomes. Notes: The thin lines are the 95% confidence intervals and the thick lines are 90% confidence intervals. Each dot
is the estimated treatment effect based on the following regression equation Outcome; = (Treatment terms) + fCovariates, + ¢;. Equation (A.1) in Section A.3
provides the details of the specification. The outcome variables of the top and bottom panels are binary variables coded as one if the respondent chooses “in
the US society, ordinary people earn incomes that are lower than their abilities” and “the task for reducing income inequality should be delegated to the US
government”, respectively. The outcome variable of the middle panel is a 4-point scale: 0 = “strongly disagree”, 1 = “disagree”, 2 = “agree”, 3 = “strongly
agree”.

To see this, we first estimate a linear probability model by OLS without taking heterogeneous effects into account (see Online
Appendix A.3 for specific details):

yi=1T, + pX; + ¢,

where y; is the outcome variable, 7} represents the treatment dummy, and X, represents control variables including a constant term.
Our interest is in the value of z. Though the pre-registered analysis plan starts with the analysis of heterogeneous treatment effects
and does not include this specification, it would be useful to estimate the average treatment effect as benchmark; thus we first
estimate this model.

The result is reported in the top panel of Fig. 4. Hypothesis 1 predicts that people attribute the individual negative income-
ability gap to the unfairness of the economy. Consistent with this hypothesis, realizing the negative income-ability gap increases the
perceived degree of unfairness of the economy by 7.85 percent. This effect is statistically significant at the 0.05 level. This result
indicates that people attribute the fact that they do not earn as much as what their ability might dictate to the unfairness of the
society.

As stated in Hypothesis 3, the effect can be heterogeneous depending on the political ideology. Rightists tend to attribute greater
responsibility to an individual than leftists do. Based on this argument, Hypothesis 3 predicts that realizing the negative income-
ability gap does not much increase the perception on the unfairness of economy among rightists. To account for this potential
heterogeneity, before the treatment assignment, we asked respondents about their political orientation, ranging from “far right” to
“far left” on a 5-point scale. Respondents who indicated that they are either “far right” or “moderately right” (resp. “far left” or
“moderately left”) are classified as being right-wing (resp. “left-wing”).'®* We estimate a linear probability model by OLS including
the interactions of political ideologies with the treatment (see Online Appendix A.3 for specific details):

V= Tposition1; X 1 (position; = position)
position=[le ft,right,center]

+ Z apositionl(posnioni = position) + ﬂX,- +€;.
position=[left,right]

Below, we report the estimated coefficients (7, ;, Z,ign» Teenter)-

18 To validate the reliability of this self-reported political ideology, we checked whether it is consistent with the voting behavior in the 2020 presidential
election. The result shows that most of leftists voted for Joe Biden as intended, while a significant fraction of rightists also voted for Joe Biden.
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Fig. 5. Heterogeneous treatment effects: role of political ideologies. Notes: The thin lines are the 95% confidence intervals and the thick lines are 90% confidence
intervals. Each dot is the estimated treatment effect based on the following regression equation Outcome; = (Treatment terms) + fCovariates; + ¢;. Equation (A.2)
in Section A.3 provides the details of the specification. The outcome variables of the top and bottom panels are binary variables coded as one if the respondent
chooses “in the US society, ordinary people earn incomes that are lower than their abilities” and “the task for reducing income inequality should be delegated
to the US government”, respectively. The outcome variable of the middle panel is a 4-point scale: 0 = “strongly disagree”, 1 = “disagree”, 2 = “agree”, 3 =
“strongly agree”. Note that since we control for the dummies of the political ideology, the treatment effect for each group is identified using the treatment-control
variation in the same group.

We report the results in the top panel of Fig. 5. Realizing the negative income-ability gap increases the perceived degree of
unfairness of the economy by 6.18 percent for leftists, 5.32 percent for rightists, and 15.3 percent for centrists.'” While the effect
size and the statistically significance differ across political ideologies, the direction of the effect is homogeneous in contrast to
Hypothesis 3: our treatment unanimously increases the perceived degree of the unfairness of economy.

We summarize our finding on the views about the unfairness of the economy as follows:

Result 1. Consistent with Hypothesis 1, people have a stronger belief that the economy is non-meritocratic and unfair after realizing their
negative income-ability gap.

Result 2. In contrast to Hypothesis 3, this effect is observed independently of political ideologies.

Updating the belief on ability: So far, we have shown that respondents attribute the negative income-ability gap to the unfairness of
economy. As we discussed in Section 2.2, another possibility is that respondents attribute the negative gap to their lack of ability,
leading them to update their beliefs about their abilities. This is not supported by our data (see Fig. 1). Both before and after the
treatment, respondents were asked to provide a self-evaluation of their own ability. We took the difference between the evaluations
before and after the treatment, where a higher value represents the upward updating on ability. If respondents attribute the negative
income-ability gap to their lack of ability, the estimated treatment effect should be negative. However, the estimated effects are
positive (i.e., the treatment is estimated to upwardly increase each respondent’s self-evaluation on ability) and not statistically
significant. Combining this with the effect on the view on unfairness suggests that respondents attribute the negative income-ability
gap to the unfairness of the economy, not to individual responsibility (see Fig. 6).

5.2. Preferences for reducing income inequality

We saw that the treatment changed respondents’ views on the unfairness of the economy, but does this lead to preferences
for reducing income inequality? Hypothesis 2 predicts that they will show stronger support for reducing income inequality and
government interventions.

19 The fact that the effect on centrists is higher than that on rightists is not surprising given our hypothesis. An interesting point is that it is even higher

than the effect on leftists, which could be explained as follows. Leftists have low trust in the market economy so that their baseline perception on the unfairness
of economy is already high in our samples (see Table A.3 in Online Appendix). This high distrust in the baseline may explain why the effect of the treatment
is not so large among leftists.
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Fig. 6. Treatment effects on ability updating. Notes: The thin lines are the 95% confidence intervals and the thick lines are 90% confidence intervals. Each dot
is the estimated treatment effect based on the following regression equation Outcome; = (T'reatment terms)+ fCovariates; +¢;. Equations (A.2) and (A.3) in Section
A.3 provide the details of the specification. The covariates are the same as those in Table A.3. Let p, be the self-evaluation of ability before the treatment and
p, be that after the treatment. p, is a 7-point scale: 0 = “very low”, 2 = “low”, 3 = “relatively low”, 4 = “average”, 5 = “relatively high”, 6 = “high”, and 7
= “very high”. The outcome variable is defined by p, — p,. Note that since we control for the dummies of the political ideology, the treatment effect for each
group is identified using the treatment-control variation in the same group.

We present the results in the middle and bottom panels of Fig. 4. Interestingly, despite the large effect on the perception of the
unfairness of the economy, we find no significant effects on preferences for reducing income inequality. The effect on the support for
reducing inequality is almost zero. Furthermore, the effect on the support for government interventions is estimated to be negative,
though it is not statistically significant.

However, we argue that this result might mask the important heterogeneity with respect to political ideologies. For example,
those having libertarian view may dislike reducing inequality as the market outcomes, regardless of its source (Almas et al., 2020).
Hypothesis 3 predicts that realizing the negative income-ability gap increases the support for reducing income inequality only among
leftists. To see if this is the case, we estimate the heterogeneous treatment effects in the middle and bottom panels of Fig. 5 as we
did in estimating the heterogeneous effect on the view about the unfairness of economy.

Consistent with Hypothesis 3, the results in the middle panel of Fig. 5 indicate that, on the one hand, the treatment increases
the support for reducing inequality by 10.5 point among leftists, where p-value is 0.06. On the other hand, the effects on centrists
and rightists are estimated to be negative, though they are not statistically significant. That is, there is suggestive evidence that our
treatment enhances the support for reducing inequality only among leftists, though it is not statistically significant at a conventional
cutoff. Alesina et al. (2018) find that pessimistic information about social mobility increases support for redistribution only among
left-wing respondents. Our result is consistent with such existing finding.

Since there are various measures in correcting inequality, it is not obvious whether this increased support for reducing inequality
among leftists induces the support for government interventions. As in the bottom panel of Fig. 5, the treatment is estimated to
decrease the support for government interventions by 5.09 percent, though it is not statistically significant. That is, even leftists do
not increase the support for government interventions.

The following two results succinctly summarize our findings:

Result 3. In line with Hypotheses 2 and 3, after realizing the negative income-ability gap, left-wing people become more in favor of reducing
income inequality, though it is not statistically significant at a conventional cutoff. However, such effects are not observed among centrists
and rightists.

Result 4. In contrast to Hypotheses 2 and 3, after realizing the negative income-ability gap, people do not become more in favor of
government interventions.

Lastly, we examine another potential heterogeneity: political trust. Prior studies demonstrate that political distrust decreases
support for public spending and redistribution (e.g., Rudolph and Evans, 2005; Kuziemko et al., 2015).2° Based on these studies,
Hypothesis 4 expects that realizing the negative income-ability gap increases the support for government intervention when people
have political trust. To test this hypothesis, before the treatment assignment, we asked respondents about their trust in the US
government (“How much of the time do you think you can trust the government in Washington to do what is right?””). The respondent
is coded as having trust in the government if the respondent chooses either “just about always” or “much of the time”. We estimate

20 While this is a common view, a recent study by Peyton (2020) indicates the possibility that political distrust does not reduce preferences for redistribution.
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Fig. 7. Heterogeneous treatment effects: role of trust in the government. Notes: The thin lines are the 95% confidence intervals and the thick lines are 90%
confidence intervals. Each dot is the estimated treatment effect based on the following regression equation Outcome; = (Treatment terms) + pCovariates; + €;.
Equation (A.3) in Section A.3 describes the specification in detail. The outcome variables of the top and bottom panels are binary variables coded as one if the
respondent chooses “in the US society, ordinary people earn incomes that are lower than their abilities” and “the task for reducing income inequality should
be delegated to the US government”, respectively. The outcome variable of the middle panel is a 4-point scale: 0 = “strongly disagree”, 1 = “disagree”, 2 =
“agree”, 3 = “strongly agree”. The respondent is coded as having trust in the government if the respondent chooses either “just about always” or “much of the
time” for the question about political trust. Note that since we control for the dummies of the political ideology and the trust on top of their interactions with
the treatment dummy, the treatment effect for each group is identified using the treatment-control variation in the same group.

a linear probability model by OLS including the interactions of political ideologies and political trust level with the treatment (see
Online Appendix A.3 for specific details). Fig. 7 reports the results. The treatment did not increase the support for government
intervention even among leftists with high trust in the US government. Thus, in contrast to Hypothesis 4, our treatment does not
increase the support for the government intervention even for those trusting in the government. This is summarized as follows:

Result 5. In contrast to Hypothesis 4, the treatment does not increase the support for the government intervention even among people who
trust in the government.

In summary, realizing the negative income-ability gap increases the perceived unfairness of the economy. However, it does not
necessarily lead to increased support for reducing income inequality. We find an only suggestive evidence that the treatment leads
to increased support for reducing income inequality among leftists. Furthermore, it does not induce people to be more favorable of
government intervention to correct the inequality. Heterogeneity by political trust levels does not affect these results.

Various studies have empirically analyzed the effect of correcting misinformation on political opinions (Jerit and Zhao, 2020).
Some of them show that it changes the belief about the information, but leaves political opinions unchanged (e.g., Nyhan et al.,
2020). In a similar vein, Aldama et al. (2021) analyze the effect of providing information about the US inequality on preferences
for redistribution and find a null result, despite that subjects update their factual beliefs in response to the provided information.*!

2l Kuziemko et al. (2015) conducted a survey experiment where an information treatment regarding inequality does not necessarily enhance the support
for government interventions such as increasing the income tax. They argued that information regarding inequality had a mediation effect on the support for
government interventions through an increase in political distrust effect, which created the limited total effect on the support for government interventions.
After the treatment, we asked respondents about their trust in the US government (“How much of the time do you think you can trust the government in
Washington to do what is right?”). We tested this mediation effect by looking at the treatment effects on this level of political distrust. The treatment effects
are not statistically significant and close to zero.

12
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They argue that characteristics such as party ideology or family and personal values are major determinants of preferences for
redistribution and changing a belief about social and economic environments may have a limited role. Our limited effect on
preferences for reducing income inequality may stem from the same mechanism.

6. Supplementary discussions

We briefly discuss additional results here. Details are found in the Online Appendix.
6.1. Effect on policy priorities

There are various ways to reduce income inequality besides income redistribution. To see if preferences for policy priorities
change, we asked respondents to prioritize the following policies to reduce inequality: redistribute income, ensure people earn
incomes commensurate with their abilities, and help the poor improve their skills.? For leftists who increase the support for reducing
inequality, the estimated effects are close to zero; that is, our treatment does not change the policy priorities among leftists. On the
contrary, while we do not find statistically significant effects, the point estimates indicate a sizable effect wherein both rightists and
centrists reduce the support for redistribution. Instead, rightists show higher support for ensuring people earn incomes commensurate
with their abilities. That is, even if the support for government intervention increases, it does not necessarily imply support for
income redistribution through taxes and transfers.

6.2. Heterogeneous effect across different income levels

It might be interesting to investigate the treatment effect heterogeneity by income given that the literature has emphasized
the role of individual incomes in the formation of preferences for redistribution (e.g., Meltzer and Richard, 1981). For instance,
redistribution is always beneficial for the poor, thus they may support reducing income inequality no matter how fair the economy
is. We analyzed this potential heterogeneous effects, but there is no systematic difference in the treatment effects between the rich
and the poor.

6.3. Respondents without negative income-ability gap

Our data also include the respondents who considered that their income is equal to their earning ability (i.e., no income-ability
gap) and the respondents who considered that their income is above their earning ability (i.e., positive income-ability gap). While it
is not in our main focus, we analyzed the treatment effects on the respondents facing the no gap and the respondents facing the
positive gap.

Table 3 shows the descriptive results regarding how the treatment changes the view on the unfairness of economy (see Online
Appendix for the statistical analysis). First, realizing the positive gap might be expected to induce respondents to think that the
incomes of ordinary people in the US are higher than their ability, but there is no such effect. Similarly, the treatment does not
change the view on the unfairness of economy among the no-gap respondents (see Figure A.4). In the literature, it is well known
that people tend to have self-serving bias (e.g., Mezulis et al., 2004; Larsen, 2021); that is, people do not ascribe success to external
factors, but ascribe failure to them. Since positive or no gaps can be regarded as success, respondents with self-serving bias would
not relate their positive or no gap with whether the society is meritocratic. This could be an explanation why the treatment has null
effect on the unfairness of economy among respondents facing either positive or no gap.*

In addition, this null effect strongly suggests that our identified effect on the negative-gap respondents does not come from
experimenter demand effects. One may wonder if respondents infer the purpose of the experiment from the treatment and respond
so as to help confirm the experimenter’s hypothesis. While we cannot perfectly rule out this possibility, if so, the treatment should
induce the no-gap (resp. positive-gap) respondents to choose “the ordinary people’s incomes are equal to (resp. higher than) their
ability” as an answer. However, such patterns are not observed in our data. This suggests that our identified effect on the respondents
facing the negative gap is not driven by experimenter demand effects, and the treatment works as intended.*

22 Another interesting question could be whether the treatment affects one’s preference for specific measures of redistribution such as income tax, real estate
tax, and capital gain tax. Our questionnaire does not contain questions on these specific policy instruments; thus we could not analyze this issue. However,
given that we find no effect on the support for reducing inequality, it would be difficult to expect the treatment effect on support for specific policies to reduce
inequality.

23 We find that the treatment has a positive effect on the support for government intervention among respondents facing positive gap as shown in Figure A.4.
While we cannot rule out that we obtain the significant effect by coincidence, a possible explanation might be that the treatment leads them to become more
confident and thus feel less the necessity for depending on government.

24 Furthermore, several studies indicate that experimenter demand effects are not serious in survey experiments (Mummolo and Peterson, 2019).
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Table 3
Distribution of the answers to the question about the unfairness of economy.

Ordinary people earn incomes that are

lower than equal to higher than

their abilities

Positive-gap samples — Control group 42.44% 40.68% 16.88%
Positive-gap samples — Treatment group 39.77% 43.62% 16.61%
No-gap samples — Control group 41.85% 45.43% 12.72%
No-gap samples — Treatment group 42.81% 43.62% 13.57%
Negative-gap samples — Control group 39.36% 43.11% 17.54%
Negative-gap samples — Treatment group 46.73% 33.12% 20.15%

6.4. Other concerns: Data quality

Are ability perceptions random?: In our sample, respondents are almost equally divided into the negative gap, the no gap, and the
positive gap. One may wonder if this is stemming from respondents’ random answers on their earning ability. However, this is not
the case. To check this, we examined the correlation between the self-evaluation on ability and the reported household income. The
correlation coefficient is 0.5882. This rejects the hypothesis that respondents randomly report their self-evaluation on the earning
ability.

Satisficer: Another related concern is that a significant fraction of respondents are satisficers who do not seriously take the survey.
To mitigate this problem, we adopted several methods to ensure the quality of surveys (Section 3.1) and we eliminated samples
who took either too short or too long time for completing the survey. Having said that, we conducted another test for the robustness
of our results. In our survey, we asked their household income in two ways: one asked the absolute value of their 2020 household
income with 12 intervals, whereas the other asked the relative location of their 2018 household income with a 7-point scale.? If
one’s answers to these two questions are consistent with each other, it suggests that the respondent is not a satisficer who randomly
chose answers.?® Motivated by this fact, we reanalyzed the data by restricting our attention to those who chose consistent answers
(3618 respondents chose consistent answers, which accounts for around 81% of our samples). The results remain the same, indicating
that the quality of the respondents is ensured.

7. Concluding remarks

Overconfident people do not actually earn what they think they can, and thus they would be aware of a negative gap between
their economic status and their own evaluations of their ability at some point during their lives. This paper studied how realizing
this negative income-ability gap changes political preferences. We highlighted the channel through which people may attribute the
negative income-ability gap to the unfairness of the economy (i.e., the non-meritocratic aspect of society), rather than correcting
their beliefs about their abilities. We hypothesize that the enhanced perceived unfairness increases support for reducing inequality
and government intervention. We conducted a survey experiment in the US to test these hypotheses.

The results show that people attribute the negative income-ability gap to the unfairness of the economy. However, it does not
necessarily leads to increased support for reducing income inequality. We only find a suggestive evidence that it does only among
leftists, though it is not statistically significant at a conventional cutoff. Furthermore, it does not induce people to be more favorable
of government intervention to correct the inequality. Overall, the results indicate that after realizing the negative income-ability
gap, people are more likely to think that society is unfair, but do not necessarily increase support for reducing income inequality.

While we collected our data in the US, our results would also be relevant for other countries because overconfidence is prevalent
in many non-US contexts. However, we might expect some international differences. In particular, the view on whether the economy
is fair differs across countries (e.g., Alesina et al., 2018). Such a difference in the prior belief on the current state of economy may
lead to a different result. Replicating our results in other countries is left to future work.

Declaration of competing interest

The authors declare that they have no known competing financial interests or personal relationships that could have appeared
to influence the work reported in this paper.

Data availability

Data will be made available on request.

25 We used the latter in our main analysis.
26 On the contrary, it should be emphasized that inconsistent answers do not indicate that she or he is a satisficer, because the income may change between
2018 and 2021.
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Supplementary material related to this article can be found online at https://doi.org/10.1016/j.ejpoleco.2022.102279.
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