











CHAPTER 3 — PRINCIPALS’ DISTRIBUTIVE PREFERENCES

Figure 3.A4 — Screenshot of a decision made by the principal.
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Notes: this is a translated version of the experiment.

exact same display as the French version.
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Original screenshots are available upon request. We recreated the
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3.B Robustness Checks

Table 3.B1 — Results from the finite mixture model with three classes including outlier beliefs

Output maximizers Intermediate Strong redistributors

(1) (2) 3)

Parameters

I 0.00 0.36 10.38
[0.07] [0.06] [2.07]

o 0.28 0.03 0.003
[0.07] [0.012] [0.04]

Shares

Full sample 0.22 0.63 0.145

if Stakeholder 0.36 0.44 0.19
[0.02] [0.04] [0.03]

if Spectator 0.00 0.47 0.53
[0.01] [0.07] [0.07]

Standard errors from gradient based estimation in parentheses.
Bootstrapped standard errors (1000 iterations) in squared brackets following (7, p.64) .

This table presents results from a finite mixture model outlined in section 3.5.2. The
model uses three discrete classes. Columns separate preferences across the three classes.
The first panel displays the parameter across classes and the second panel displays class

shares. Includes belief outliers.

Table 3.B1 replicates Table 3.5 using all 1808 subject-choice observations. Compared to the table
posted previously, we have a strong redistributor class that became extremely noisy given a low o.
Furtermore, the N EC became significantly higher (0.09), indicating a worse fit by the data.

What explains these differences given that we have only deleted 58 observations, i.e. 3% of the
overall sample? As mentioned above, trade-offs directly enter the objective function in the framework
of a conditional logit model and the estimation is moderately sensitive to these outliers because they
may imply a relatively high willingness to pay for the reduction of inequalities. Given that we are
certainly measuring these beliefs with noise, the subjects may not have always behaved in accordance
with the model because we do not observe the “true” incentives these subjects faced. The likelihood of
this being the case is higher for large deviations from the best-response benchmark and will generally
imply a very high or low willingness to pay for equality that may not always be in accordance with

the behavior in the other choices, thus generating a noisy strong redistributor group.
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3.C Deriving the density of the likelihood on the individual level

The model assumes that utility has a deterministic (u) component characterized by equation (3.1)

and a random component (¢) that is stochastic.
U¢(Xe,0,0) =u(z,0) +ex, (3.9)

Let ¢ € {A, B} be the contract chosen by the principal, let X, = (y¢, 71 ¢, T2.c, Z1,c, ¥1,c) be a vector of
the contract’s characteristics (own income, worker’s production, worker’s income); let € be a vector of
parameters e.g. (7,3, 0) if we fit the model posited in equation (3.1); ¢ is an idiosyncratic error in the
valuation of u that is assumed to follow a type-I extreme value distribution with a scale parameter %

The random component allows us to identify the probability that a principal chooses a given
contract within his choice set (Contract 1 or 2). We assume that any principal will choose Contract
1 over 2 if U(X,,0,0) > U%(X,,0,0). This can be re-expressed as a probability and yields:

Pr(C’hoicet = 1) = Pr(ul(Xl, 0) — UQ(XC,H) > g9 — 51)
_ exp (aul(Xl, 9))
"~ exp (cu(X1,0)) + exp (ou?(X2,0))

If o is equal to zero, the probability that we choose any contract is equal to 0.5, and the deterministic
part of the utility function does not affect her decision and the parameters are uninformative.

The subject’s contribution to the conditional density at the choice level will therefore be
fit(0, 0| X1, Xo, Choice) = Pr(C’hoice@t = 1)1(Ch0icei’t:l)Pr (Choicei,t = 2)n(0h0icei’t:2)

where t denotes one of the T' = 16 individual decisions between two contracts. Taking the product

over all the decisions the subject makes, we have the subject’s overall contribution to the density.

T
1i(0, 0| X1, X2, Choice) = Hfi7t(9,J|X1,X2,Choice)

t=1

If we assume that heterogeneity is constant within a type, we can rewrite this density function as a
type-specific contribution to the density. Therefore, this represents the contribution of an individual

of type k to the density:

T
fi (O, 0k| X1, Xo, Choice) = Hfiyt(ek,0k|X1,X2,C'hoice)

t=1

3.D Instructions

Thank you for participating in this experiment. Please read the following instructions carefully.
Your answers will remain anonymous throughout the experiment. Please refrain from talking to
your neighbors, and turn off your cellphones. If you choose your answers carefully, you may earn a
substantial payoff.

The currency used in this experiment is the ECU. At the end of the experiment, you will be paid

in euros using the following conversion rate: 1 euro = 10 ECU.
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3.D.1 Principals

This experiment takes place in a firm. There are two possible roles: being the principal of the firm
or being one of the two employees. Your role has been drawn randomly; you are the principal of the

firm.

The employees As the principal of the firm, you have to choose the wage paid to both employees.
These two people are also participating in this experiment at the same time as you. Although you are
in the same room, you will never know who they are, and they will never know who you are. Your
identity and their identity will remain anonymous throughout the experiment.

[Stakeholder treatment] You will receive compensation of 60 ECU for your participation. In addi-
tion, you will obtain a variable wage that will depend on the production level of both employees. You
will obtain the revenues generated by the sales of the units produced by the employees. You will also
have the opportunity to earn more money if you correctly guess your employees’ behavior.

[Spectator treatment] You will receive a fixed wage of 200 ECU for your participation. You will
also have the opportunity to earn more money if you correctly guess the behavior of your employees.

Both employees’ wages are paid in two parts. They first receive a fixed participation fee of 90
ECU. The second part is variable and depends on the number of units they produced. Your task is

to choose how this variable part is calculated.

Employees’ effort level and production Both employees will have to choose their effort levels
for the performance of their jobs. Each effort level is associated with a production level. The higher
the effort level chosen by the employees, the more they will produce.

[Stakeholder treatment] The more they produce, the more money you will earn. Each unit produced
by the employees will earn you 0.5 ECU.

[Spectator treatment] Your own wage is completely independent of their performance. You will
receive a fixed wage of 200 ECU.

Example of an effort-production table:

Figure 3.D1 — Effort-production table [Stakeholder treatment]

Niveau d'effort 0 0.5 1 15 2 25 3 3.5 4 45 5

Production 0 25 50 75 100 125 150 175 200 225 250

Votre revenu 0 13 25 38 50 63 75 as 100 13 125
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Figure 3.D2 — Effort-production table [Spectator treatment]

Niveau d'effort 0 0.5 1 1.5 2 25 3 3.5 4 4.5 7]

Production 0 25 50 75 100 125 150 175 200 225 250

Votre revenu 200 200 200 200 200 200 200 200 200 200 200

Choice of the wage compensation scheme You will have to define the details of both employees’
employment contracts. You will have to decide on the piece-rate wage that each employee will receive.

We will show you several examples at the end of the instructions.

Your employees’ ability You will obtain information about the ability of both employees. One of
them will be more productive than the other. In other words, for the same effort level, one of them
will produce a larger quantity than the other.

We will show you a table for each employee describing how their efforts translate into units produced
for both employees. You will be able to refer to these tables when you make your wage compensation
choices.

The employees’ ability will be determined by an aptitude test that they will take at the beginning
of the experiment. The higher their grade in the test, the higher their productivity.

This test is a multiple-choice questionnaire consisting of 3 French questions, 3 logic questions and
3 general knowledge questions. They will have 5 minutes to complete the test.

At the end of the instructions, you will also have the opportunity to answer the questions of this

test in order to better understand how your employees’ productivity has been determined.

Individual choices The employees choose their effort level in complete independence; they will
never communicate with each other, nor with you, during the experiment.

They will know the piece rate you chose for them but will be unaware that you have hired another
employee. They will not know which piece rate you chose for the other employee. They are not

informed that there is another employee.

Effort cost Employees choose an effort level after they have each discovered their piece-rate wage.
The higher the effort level they choose, the more it will cost them. Each effort level is associated
with a cost in ECU. Therefore, if they choose a high effort level, they will have a higher effort cost to
deduct from the wage you will pay them. The cost of the effort is identical for both employees.

Example of an effort-production table
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Figure 3.D3 — Effort-production-cost table

Niveau d'effort 0 0.5 1 1.5 2 25 3 3.5 4 4.5 7]

Production 0 25 50 75 100 125 150 175 200 225 250

Coilt de I'effort 0.0 13 50 13 200 313 450 61.3 80.0 101.3 125.0

Hence, if this employee chooses an effort level of 1.5, it will cost 11.3 ECU. If she chooses an effort
level of 5, it will cost 125 ECU.

Impact of your choices You will choose between several employment contracts for the two em-
ployees chosen randomly from among the participants in this experiment today. Your choices have
real consequences for both participants. One of your wage choices for both employees will be drawn
randomly and will be implemented. You will be the sole decision-maker for both employees.

[Stakeholder treatment] Your own income will correspond to the sales of the unit produced by both
employees. Each unit produced will earn you 0.5 ECU. You may additionally earn money for guessing
the effort level that your employees will choose in response to various piece-rate wages.

[Spectator treatment] On top of your fixed wage of 200 ECU, you may earn money for guessing

the effort levels that your employees will choose when confronted with various piece-rate wages.

3.D.2 Workers

This experiment takes place in a firm. There are two possible roles: being the principal of the firm
or being an employee. Your role has been drawn randomly: you are an employee. You will receive a
fixed wage of 90 ECU for participating. You can also obtain an additional wage that will depend on

your decisions.

Firm You work in a firm. A principal who has been drawn at random from the people present in
this room will offer you a work contract describing your wage for each unit you will produce (piece-rate
wage). You must choose an effort level that will be associated with a quantity of units produced. The
higher the effort level you choose, the more you will produce. The more you produce, the higher your
income will be.

The table below illustrates hypothetically how effort may translate into production for several
different effort levels.

Here is an example of an effort-production table:
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Figure 3.D4 — Effort-production table

Niveau d'effort 0 0.5 1 1.5 2 rLi] 3 3.5 4 4.5 7]

Production 0.0 250 50.0 75.0 100.0 125.0 150.0 175.0 2000 225.0 250.0

Ability You will have the opportunity to influence how your choice of effort level translates into the
quantity produced. You will take an aptitude test that will determine your ability level. This test is a
multiple-choice questionnaire consisting of 3 French questions, 3 logic questions and 3 general knowl-
edge questions. Participants will have 5 minutes to complete the test. The higher your performance at
this test, the higher your production level will be for a given effort level. You will have an opportunity

to familiarize yourself with this type of test by answering 9 other similar questions for 10 minutes.

Effort cost If you choose a high effort level, you will produce more but this will be more costly for
you as well. Each effort level is associated with a cost in ECU. Therefore, if you choose a high effort
level, you will have a higher effort cost to deduct from your income.

Example of an effort-production-cost table

Figure 3.D5 — Effort-production-cost table

Niveau d'effort 0 0.5 1 1.5 2 25 3 3.5 4 4.5 7]

Production 0.0 250 50.0 75.0 100.0 125.0 150.0 175.0 200.0 225.0 250.0

Coiit de I'effort 0.0 13 50 1.3 20.0 313 45.0 61.3 80.0 101.3 125.0

Therefore, if you choose an effort level of 1.5, it will cost you 11.3 and you will produce 75 units.

If you choose an effort level of 4, it will cost you 80 and you will produce 200 units.

Your income You will be paid a fixed amount for each unit produced. You will be informed of this
piece rate before choosing your effort level. In the example below, we show you your variable income
(net of effort cost) for a piece rate of 0.4 ECU. You net variable income corresponds to the production
multiplied by the piece rate minus the effort cost. In summary, your net variable income = production

X piece-rate - effort cost.
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Figure 3.D6 — effort-production-cost-income table

Hiveau d'effort 0 05 1 15 2 25 3 35 4 45 5

Production 0o 250 50.0 750 1000 1250 150.0 175.0 200.0 2250 250.0

Coiit d'effort 00 13 50 13 200 313 450 613 80.0 1013 1250

Votre rémunération variable (nette du coit de 0.0

I'effort) avec un salaire & la piéce de 0.4 18.7 15.0 18.8 20.0 18.7 15.0 87 0.0 -11.3 -25.0

Impact of your choices You will be asked to choose effort levels for several employment contracts.
At the same time, the principal of the firm will choose one of these contracts. You will be paid
according to the choice made by the principal. The principal will choose a contract without knowing
which effort level you chose. You will be unable to communicate with the principal of the firm during
the experiment, and will not know his or her identity. Therefore, the principal will be unable to
influence your choices. You are completely free to choose your effort level and the principal will be

unaware of your choice when making his or her employment contract decision.

3.E Comprehension test

The principals’ comprehension tests were composed of 3 sets of questions of increasing difficulty (tests
1, 2 and 3). Each test consisted of 2 to 6 questions. For each of the three tests, subjects could take three
trial tests with hints and feedback on each question to improve their understanding. After the three
tests, they had to answer simple True-False questions in order to assess their overall understanding of
the rules of the experiment.

Workers also had to take a comprehension test based on the same format, but the questions were
adapted to their own choice environment.

Workers and principals were given different tests since their choices were very different. The
workers’ test ensured that workers were capable of reading the effort-cost-income table (as in Figure
3.A3). We asked them to determine how much income they would obtain under various piece-rate
wages and effort choices. The principals’ comprehension tests ensured that they were capable of
reading the double table describing the characteristics of Workers A and B (as in Figure 3.A4). We
asked them to determine the differences between worker A and B (which is the more productive?)
and to determine their output, how much income each worker would receive, and their own income in

various situations. The Spectators’ test was slightly easier since their income is 20 euros in all cases.

3.E.1 Questions principals

Before moving on to your final choices, we will first ask you a few questions in order to assess your
understanding. This test will have no impact on the rest of the experiment. We just want to make
sure that you fully understand how the experiment works. You can raise your hand at any time, and

someone will come to answer your questions.

Test 1

Let’s take the following example. Here is the information about your employees A (first table) and

B (second table). The left-hand columns show the production, cost of effort and your income for low
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effort levels, and the right-hand columns give this information for higher effort levels.

[Stakeholder treatment] Therefore, for employee A, we can see that if he or she chooses an effort
level of 2, he or she will produce 100 units. It will cost him or her 20 ECU. For employee B, if he or
she chooses an effort level equal to 2, he or she will produce 50 units. It will cost him or her 20 ECU.

[Spectator treatment] Therefore, for employee A, we can see that if he or she chooses an effort
level of 2, he or she will produce 100 units. It will cost him or her 20 ECU and you will earn income
of 50 ECU. Indeed, each unit produced is sold at 0.5 ECU. For employee B, if he or she chooses an
effort level equal to 2, he or she will produce 50 units. It will cost him or her 20 ECU and you will
earn income of 25 ECU. Your total income from the sales of the units produced will thus be equal to
50+ 25 =75 ECU

Figure 3.E1 — Effort-production-cost table [Stakeholder treatment]

Employé A ‘ ‘ Employé B

Niveau d'effort 0 05 1 15 2 25 3 35 4 45 5 Niveau d'effort 0 05 1 15 2 25 3 35 4 45 5

Production 00 250 50.0 750 1000 1250 1500 175.0 2000 2250 2500 Production 0.0 125 250 375 500 62.5 750 875 1000 1125 1250

Coit de Feffort 00 13 50 113 200 313 450 613 800 1013 1250 Coilt de Teffort 0.0 13 50 200 200 313 450 613 800 1013 1250

Votre revenu 00 125 250 315 500 625 750 875 1000 1125 1250 Votre revenu 0.0 63 125 188 250 313 375 438 500 56.3 625

Figure 3.E2 — Effort-production-cost table [Spectator treatment]

Employé A ‘ ‘ Employé B

Niveau d'effort 0 05 1 15 2 25 3 35 a 45 5 Niveau d'effort 0 05 1 15 2 25 3 35 4 45 5

Production 00 250 500 750 1000 1250 1500 1750 2000 2250 2500 Production 00 125 250 375 500 625 750 875 100.0 1125 1250

Coiit de effort 00 13 50 113 200 313 450 613 80.0 1013 125.0 Coit de Teffort 00 13 50 200 200 313 450 613 80.0 1013 1250

Question 1: Which employee is of higher ability (who is the more productive employee)?

Imagine that employee A chose an effort level of 0.5 and employee B an effort level of 3.

Question 2: What is the total production?

Question 3 [Stakeholder treatment only/: How much income do you earn from employee B

(what is your income due to the production of employee B)?

Question 4 [Stakeholder treatment only/: What is your total income? (add up the income

that you earn from both employee A and employee B)

Test 2

You clearly understand how production works in your firm. Now we are going to show you wage
simulations to help you make your choices. These examples will have no impact on the rest of the
experiment. Let’s consider a first choice between two employment contracts. Contract 1 pays employee

A 0.6 ECU per unit produced and employee B 0.4 ECU per unit produced. Contract 2 pays employee
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A 0.4 ECU and employee B 0.6 ECU. We have added two lines to the table, which show the variable
wage (net of effort cost) of your employees for both contracts. We have deleted the lines showing your
employees’ production and effort cost in order to simplify the tables. Remember that the variable

wage (net of effort cost) is equal to the production multiplied by the piece-rate wage minus the effort
cost.

Figure 3.E3 — Effort-production-cost table [Stakeholder treatment]

Employé A ‘ Employé B
Niveau d'effort o o5 1 15 2 25 3 35 4 a5 5 Niveau d'effort o 05 1 15 2 25 3 35 4 45 5

rémunération variable (nette du coiit de rémunération variable (nette du coit de

T'effort) de I'employé A avec un salaire a 0.0 138 250 338 40.0 438 450 438 40.0 338 250 I'effort) de l'employé B avec un salaire a 00 38 5.0 38 00 6.3 -150 -26.3 -400 -56.3 750
la piéce de 0.6 lapiéce de 0.4

rémunération variable (nette du coit de rémunération variable (nette du coiit de

I'effort) de I'employé A avec un salaire a 0.0 187 15.0 1838 20.0 187 15.0 87 0.0 -113 -25.0 Ireffort) de I'employé B avec un salaire a 0.0 63 100 1.3 100 63 00 8.8 200 -338 500
lapiéce de 0.4 la piéce de 0.6

Votre revenu 00 | 125 | 250 | 375 | s00 | 625 | 750 | 875 | 1000 | 125 | 1250 Votre revenu 00 63 | 125 | 188 | 250 | 33 | 375 | 438 | s00 | s63 | 625

Figure 3.E4 — Effort-production-cost table [Spectator treatment]

Employé A ‘ ‘

Employé B
Niveau d'effort o 05 1 15 | 2 25 | 3 35 | 4 | a5 5 Niveau d'effort o | o5 | 1 15 | 2 25 | 3 35 | 4 | 45 | s
rémunération variable (nette du coiit de I'effort) de rémunération variable (nette du coilt de I'effort) de
Temployé A avec un salaire a la piéce de 0.5 00 | 138 | 250 | 338 | 400 | 438 | 450 | 438 | 400 | 338 | 250 Yemployé B avec un salaire a la piéce de 0.4 00 | 38 | 50 | 38 | 00 | 63 | 150 | 263 | 400 | 563 | 750
rémunération variable (nette du coiitde Feffor) de rémunération variable (nette du Colt de Feffort) de
remployé A avec un salaire a la pidce de 0.4 00 | 18T | 150 | 188 | 200 | 187 | 150 | 87 | 00 | 13 | 250 Yemployé B avec un salaire a la piéce de 0.6 00 | 83 | 100 ) M3 | 100 | 63 | 00 | 8B )| 200 ) 338 | 500

Imagine that you choose Contract 1, hence a rate of 0.4 ECU for employee A and 0.6 ECU for
employee B.

Imagine that employee A chose an effort level of 2.5 and employee B an effort level of 1.

Question 1: What is the variable wage (net of the effort cost) of employee A?
Question 2: What is the variable wage (net of the effort cost) of employee B?

Question 3 [Stakeholder treatment]: What is your own total income?

Test 3

[Same tables as in Test 2] Imagine that you choose Contract 1, hence a rate of 0.4 ECU for employee
A and 0.6 ECU for employee B.

Question 1: For this piece-rate wage of 0.6 ECU, which effort level would employee A choose if
he or she wanted to make as much money as possible?

Question 2: For this piece-rate wage of 0.4 ECU, which effort level would employee B choose if
he or she wanted to make as much money as possible?
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Question 3 [Stakeholder treatment/: What would be your total income if both employee A and

employee B chose the effort levels that maximize their revenues?

Imagine that you choose Contract 2, hence a rate of 0.6 ECU for employee A and 0.4 ECU for
employee B.

Question 4: For this piece-rate wage of 0.4 ECU, which effort level would employee A choose if

he or she wanted to make as much money as possible?

Question 5: For this piece-rate wage of 0.6 ECU, which effort level would employee B choose if

he or she wanted to make as much money as possible?

Question 6 [Stakeholder treatment/: What would be your total income if both employee A and

employee B chose the effort levels that maximize their revenues?

True-False

To make sure that you understand the general rules of the experiment, here are several assertions.

You have to determine which ones are correct and which ones are wrong.

1. You are matched with 3 employees.

2. Employees choose their effort level according to the piece-rate wages you offer them. You cannot

force your employees to choose a particular effort level.
3. Your employees obtain compensation of 90 ECU for their participation.
4. Your employees will not know the piece-rate that you offered the other employee.
5. Both employees are identical.

6. [Spectator treatment/: You will earn a fixed wage of 200 ECU. You can earn more money by

correctly guessing your employees’ reactions.

7. A contract giving the highest piece-rate to the higher ability employee leads to a higher produc-

tion level but implies larger variable wages differences relative to productivity differences.

8. A contract giving the same piece-rate to both employees causes variable wages to become pro-

portional to the quantity that the employees respectively produce.

9. A contract giving a higher piece-rate to the low-ability employee leads to a lower production

level but reduces the differences in the variable wages of both employees.

3.E.2 Workers’ questions
Test 1

Imagine that you can transform effort into production according to the table below. The left-hand

columns indicate production and the cost of effort for low effort levels, and the right-hand columns
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give this information for higher effort levels.

Figure 3.E5 — Effort-production-cost table

Niveau d'effort 0 0.5 1 1.5 2 25 3 3.5 4 4.5 7]
Production 0.0 250 50.0 75.0 100.0 125.0 150.0 175.0 200.0 225.0 250.0
Coiit de I'effort 0.0 13 50 13 20.0 313 45.0 61.3 80.0 101.3 125.0

Question 1: How much would you produce if you chose effort level 27

Question 2: What is the cost associated with effort level 27

Question 3: How much would you produce if you chose effort level 47

Question 4: What is the cost associated with effort level 47

Test 2

Now imagine that we pay you 0.4 ECU per unit produced. The table below has an additional line
compared to the previous one. This line describes your variable wage (net of effort cost) for each
production level. Your variable wage (net of effort cost) corresponds to the production multiplied by

the piece-rate minus the effort cost.

Figure 3.E6 — Effort-production-cost table

Niveau d'effort 0 05 1 15 2 25 3 35 4 45 5

Production 00 250 500 750 1000 1250 1500 175.0 2000 2250 2500
Coit de I'effort 0.0 13 5.0 11.3 20.0 313 450 613 80.0 101.3 125.0
;g(l}reedr:?:néml\on variable (nette du coit de I'effort) avec un salaire a la 00 187 15.0 188 20.0 187 150 a7 00 13 250

Question 1: How much would you produce if you chose effort level 37
Question 2: What is the cost associated with effort level 37
Question 3: What effort level allows you to obtain the highest variable wage (net of effort cost)?

Question 4: What effort level allows you to obtain the lowest variable wage (net of effort cost)?
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Test 3

Now imagine that we pay you 0.6 ECU per unit produced. The last line of the table below describes

your variable wage (net of effort cost) for each production level with this piece-rate wage.

Figure 3.E7 — Effort-production-cost table

Niveau d'effort 0 0.5 1 1.5 2 25 3 3.5 4 45 5

Production 0.0 25.0 50.0 75.0 100.0 125.0 150.0 175.0 200.0 225.0 250.0

Coiit de I'effort 0o 13 50 13 200 313 450 61.3 800 1013 1250

;ie);reedr:rgléneralmn variable (nette du cout de I'effort) avec un salaire a la 0.0 128 250 133 400 4238 450 423 400 133 25.0

Question 1: What effort level allows you to obtain the highest variable wage (net of effort cost)?

Question 2: What effort level allows you to obtain the lowest variable wage (net of effort cost)?

True-False

To make sure that you understand the general rules of the experiment, here are several assertions.

You have to determine which ones are correct and which ones are wrong.

1. Each effort level costs the same in ECU.
2. You must choose the preferred effort level of the firm’s principal.

3. You must choose effort levels for several employment contracts, but in the end, only one em-

ployment contract will be implemented so that you can be paid.
4. You receive a fixed wage of 90 ECU on top of your variable wage.

5. Your fixed wage of 90 ECU will be paid to you once only.

3.E.3 Comprehension test performance

Overall, subjects managed to complete the comprehension tests without any major difficulty and
obtained fairly high scores. For each test, the majority of the subjects’ answers were completely
correct at the first try. Subsequent attempts with feedback improved scores substantially. For the last
trials, the share of completely correct answers was always above 83% for all three tests. There were
minor variations across Spectators and Stakeholders: principals in the Spectator treatment tended
to perform slightly better. This can be easily explained by the fact that the comprehension test for
Stakeholders had a few more questions and was harder because we also asked them to compute their

own income under various scenarios, which was not necessary for Spectators.
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Comprehension tests - Spectator

Comprehension tests - Stakeholder
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Figure 3.E8 — Principals’ comprehension tests
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Figure 3.E9 — Workers’ comprehension tests

Notes: each bar displays the share of principals achieving a perfect score for each Test and trial. There are three
trials per test. The first test has 2 (4) questions for Spectators (Stakeholders), the second test has 2 (3) questions
for Spectators (Stakeholders) and the third test has 4 (6) questions for Spectators (Stakeholders)
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Table 3.E1 — True-False average score

Variable Obs Mean Std. Dev. Min Man
Average score Stakeholders 58 877 11 b 1
Average score Spectators 55 907 .0998 .556 1
Average score Workers 226  .857 .186 2 1

Notes: The average score is calculated as follows. We create binary variables for each question
of the True-False test that are equal to 1 if the subject answered correctly. The average score
is the mean of these binary variables.

3.F Aptitude test

Translated from French to English by the Authors.

3.F.1 French Questions

Question 1: A hyperbole is a figure of speech in which the expression of an idea or reality is
exaggerated in order to highlight it (example: this man is as handsome as an angel). Among the five

sentences below, only one does not include hyperbole. Which one?

1. I've been waiting for you for an eternity!
2. Your story is as old as the hills: surely you don’t expect anyone to believe you?
3. He came in soaked to the bones because of the storm that was raging outside.

4. T finished this book in three hours, I devoured it.

Question 2: Which of the following assertions is the odd one out?3”

1. All his work is just a drop in the ocean of the work that remains to be done.

38

\V)

. His explanation was as clear as a mountain stream.
3. There is a chasm between the world champion and his rivals.

4. The sea is your mirror, you contemplate your soul in its infinitely rolling waves.

Question 3 Which of the following words is a synonym of eminent?3?
1. Remarkable
2. Immediate

3. Indiscreet

4. Boaster

37Subjects had to realize that all sentences except one uses a water-related semantic field. Sentences are translated
word for word to make this clearer but obviously, these French expressions using water elements do not always have an
exact English counterpart.

38Crystal-clear would be the correct translation but then this sentence would be an intruder too

39In French immediate can be translated by “imminent” and thus many people are confused about the difference
between “éminent” and “imminent”
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3.F.2 Logic questions

Question 4: David has capital of 10,000 euros that he decides to invest in a savings account. After
withdrawing his investment with interest two years later, he has total capital of 12,100 euros. What

is the annual interest rate on the savings account?
1. 7%
2. 10%
3. 11%

4. 13%

7 kM 77 2

Question 5: The group formed by the words ”triangle”, ”glove”, ”clock”, ”bicycle”, corresponds

to the group formed by the following numbers:
1. 1,2,34
2. 10,4,7,2
3. 4,8,10,12

4. 3,5,12,2

Question 6: Complete the following series 5V - 4Q - 3L - 2G -7
1. 1A
2. 1B
3. 1C

4. 1D

3.F.3 General knowledge
Question 7: Simone Veil?®

1. Was an attorney

2. Had been convicted for anti-Semitic statements

3. Was the first woman President of the European Parliament

4. Entered the Panthéon in September 2017

Question 8 The Schengen Agreement is treaty about:
1. The European flag

2. The introduction of the Euro

4°Simone Veil was a judge but not a lawyer. She entered the French Panthéon in 2018
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3. The project of European Constitution

4. The free movement of people

Question 9: NASDAQ is a stock market located:
1. In the United States

2. In Asia

3. In the United Kingdom

4. In Germany
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CHAPTER 4

Ethnic bias, economic success, and trust: findings from

large sample experiments in Germany and the U.S.

This chapter is a joint work with Yann Algan, Gianluca Grimalda, Fabrice Murtin, Louis Putterman,
Ulrich Schmidt and Vincent Siegerink.
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4.1 Introduction

Populist views are becoming more widespread and anti-establishment parties embracing xenophobic
attitudes are receiving increased support in Western countries (Betz, 2018; Algan et al., 2019). Some
hypothesize that a cultural shift leading to stronger nationalistic attachment and anti-immigration
stances are at the basis of this reversal in public opinion. Such a cultural shift is partly the reaction to
the previous spread of progressive ideas in Western culture since the late 1960s (Inglehart and Norris,
2016). This cultural backlash, in the words of Norris and Inglehart (2019), may have been amplified
by larger migratory flows for either economic reasons or conflicts in the Middle East and Africa,
which increased ethnic diversity. As a result, the demarcation between the “us” and the “them” has
become more pronounced in the psychology of many individuals, particularly after widespread feeling
of insecurity caused by the 2008 economic crisis in many cohorts of the population (Algan et al., 2017;
Guriev, 2018).

Research in experimental social psychology has been studying the foundations of group identity
and discrimination for a long time (Allport et al., 1954; Tajfel et al., 1971; Brewer, 1999). One of the
main findings is that the tendency to discriminate in favor of those identified as belonging to the same
group (the so-called “ingroup”) at the expense of others identified as belonging to another group (the
so-called “outgroup”) is endemic (Balliet et al., 2014; Lane, 2016). Such an ingroup bias has been
found in experiments conducted with groups differing for their nationality (Yamagishi et al., 2005;
Guillen and Ji, 2011; Akai and Jiro, 2012; Whitt and Wilson, 2007; Romano et al., 2017; Dorrough
and Glockner, 2016), ethnicity (Fershtman and Gneezy, 2001; Fershtman et al., 2005; Bernhard et al.,
2006; Simpson et al., 2007; Habyarimana et al., 2007; Ahmed and Ahmed, 2010; Burns, 2012; Tanaka
and Camerer, 2016; Felfe et al., 2017; Zhang et al., 2019), religious affiliation (Chuah et al., 2013,
2014), castes (Fehr et al., 2008; Hoff et al., 2011), political groups (Rand et al., 2009; Weisel and
Bo6hm, 2015), associations, communities, or army units within a country (Goette et al., 2006; Ruffle
and Sosis, 2006; Degli Antoni and Grimalda, 2016) and also when groups differed for purely arbitrary
characteristics induced in the laboratory (Tajfel et al., 1971; Charness et al., 2007; Chen and Li, 2009;
Giith et al., 2009; Hargreaves and Zizzo, 2009). Evidence of ingroup bias is widespread even outside
the laboratory (Bertrand and Mullainathan, 2004; Tjaden et al., 2018; Adida et al., 2010)*

Populism may be interpreted as a trigger making more salient ethnic demarcations and thus
amplifying psychological propensity to favor people identified as one’s ingroup. The purpose of this
article is to use the tools from experimental economics to better understand the extent and the
patterns of ethnic-based discrimination and to test whether discrimination may be reduced. We focus
on two large Western countries, the US and Germany. While previous research typically focused
on cross-national discrimination, or within-country discrimination between two ethnic groups, our
use of large samples makes it possible to study discriminatory patterns between the ethnic majority,
two specified minority groups, and a residual group, in both countries. In this way we can study
whether discrimination is selective or treats other outgroups similarly. We quantify ingroup bias for
both the ethnic majority and the ethnic minorities within both countries. We determine whether

ingroup favoritism comes from accurate expectations of low trustworthiness or whether it is purely

! Criado et al. (2015); Johansson-Stenman et al. (2009) reached more mixed conclusions, while Goerg et al., 2016
find significant miscalibration of beliefs, but rarely in behavior, between three national groups. Some papers do not find
any discriminatory patterns (Willinger et al., 2003; Bouckaert and Dhaene, 2004; Georgantzis et al., 2018; Goerg et al.,
2016).
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taste-based. We also test in a controlled way potential treatments to reduce such bias. Discrimination
often hinges upon stereotypical beliefs that ethnic minorities do not share the same work ethic as the
ethnic majority. People from ethnic minorities are often depicted as being lazy and taking advantage
of welfare benefits (Gilens, 2009; Alesina et al., 2018a). We test whether releasing information that
people from ethnic minorities were economically successful alleviates discriminatory attitudes from
the ethnic majority.

To do so, we conduct a module on ethnic discrimination within the Trustlab platform, a large-scale
multi-country incentivized online experiment designed to study social preferences, generalized trust
and trust in institutions using experimental games (Murtin et al., 2018; Aassve et al., 2018a,b). The
module was implemented in the US and in Germany on about 1000 subjects, representative of the
national population of each country. The module consists of several trust games (TGs) involving pairs
of players. Both receive an endowment of 10 dollars/euros. The first mover can transfer any fraction
of this endowment to a second mover. The transferred amount is multiplied by 3 and the second mover
can then return any amount out of this multiplied transfer and her own endowment to the first mover.
Our key experimental manipulation is to disclose the second mover’s ethnic group to the first mover.
In the US, first movers from any ethnic groups are matched in random order with a non-Hispanic
White (henceforth “White” for the sake of brevity), an African-American, and a Hispanic second
mover. In Germany, first movers are matched in a similar fashion with a rooted German, a subject
of Turkish descent and a subject with Eastern European origins. We follow Adida et al. (2014) and
define a rooted German as a person who was born in Germany and whose parents were also born in
Germany. We measure the prevalence of ingroup favoritism — also referred to as parochial attitudes
(Romano et al., 2017) —, by comparing the first mover transfers across the different ethnic groups. In
our experiment, discrimination coincides with ingroup favouritism. It is, in other words, the propensity
to transfer larger sums to people from one’s ingroup than to people from one’s outgroup. Since we
record the first mover ethnicity, we are able to study how favoritism varies based on the ethnic types,
thereby making a distinction between the discriminatory behavior of the ethnic majority compared to
ethnic minorities. We also study bias selectivity, i.e. whether first mover transfers depend on the type
of outgroup second movers. Are subjects more biased against one outgroup compared to another?
Is there an ethnic group that is discriminated against or favored by all groups, or are bias patterns
completely ethnicity-specific?

The second part of the experiment tests whether information on second movers’ income can alle-
viate ethnic ingroup bias. We run another round of TGs where first movers are now matched with
rich second movers, whose incomes belong to the top 20% of the country’s income distribution. We
still varied the second mover’s ethnicity. Ethnic majority participants are thus confronted with rich
ethnic minorities, which contradicts the usual populist narratives picturing immigrants or minorities
as idle welfare recipients. We also analyze how ethnic minorities react to being matched with rich
people from their own or other ethnic minorities.

Overall, we find that members of all ethnic groups have a significant ingroup bias, except partici-
pants of Eastern European descent in Germany. This bias is particularly large for African Americans
in the US, and rooted Germans and Turkish descent participants in Germany. We further show that
ethnic discrimination is selective in Germany. Rooted Germans discriminate twice as much against
Turkish descent participants as against those of Eastern European descent. On the contrary, Eastern

European and Turkish descent first movers discriminate against each other, but trust rooted Germans

199



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

similarly to how much they trust their ingroup. In the US, the ethnic groups have a more homogeneous
non-selective ingroup bias.

We are able to decompose ethnic discrimination into a taste-based and a statistical-based compo-
nent using first movers’ beliefs regarding second movers’ transfer. Controlling for expected trustwor-
thiness (expected transfer from second mover to first mover), we infer that 80% of the ingroup bias
is driven by taste-based discrimination and 20% by statistical discrimination in both countries. We
further show that low trustworthiness stereotypes are mostly inaccurate, except for those concerning
Turkish descent second movers, who send back significantly less money to first movers than other
groups.

Although participants of all ethnicities reduce transfers when the receiver is known to be rich,
matching participants to rich second movers attenuates ethnic discrimination. Ethnic ingroup fa-
voritism almost completely disappears except for African Americans and rooted German first movers
who still favor their own ingroup, even if the second mover is rich, but to a much lower extent than
when income information is not released. Moreover, we uncover the existence of a “deserving rich
ethnic minority effect” in Germany. Rooted Germans discriminate less against rich Turkish second
movers than against poor ones, suggesting that narratives of successful ethnic minorities could help
changing stereotypes. However, we also show that this treatment can backfire and generate distrust
within minority groups. In the US, we also observe a “deserving rich ethnic minority effect” but
smaller in magnitude. White Americans had a smaller ingroup bias in the first place, so there was
probably less room for intervention. In the US, the treatment does not generate any backlash within
minorities. We also find that first movers belonging in the top 20% of income distribution display
ingroup loyalty across income lines, as they transfer to fellow top 20% income earners more than
first movers from the bottom 80% of the income distribution. This income ingroup bias is however
significant only for rooted Germans.

Our contribution to the literature is to apply experimental tools on ingroup favoritism to better
understand the populist surge, by designing an experiment with several unique features that are
insightful in the current political context. Most of the existing studies using natural groups to analyze
ingroup-outgroup relationships have considered interactions between residents of different countries.
Only rarely has research looked at within-country relationships. When it did so, it typically involved at
most two ethnic groups within a country using small or non-representative samples.? Our study is the
first, to the best of our knowledge, to study experimentally within-country inter-ethnic relationships
in large Western countries using nationally representative samples and including more than two ethnic
groups. This enables us to match participants from the ethnic majority and the two largest ethnic
minorities living in the country. This is relevant to understanding populist attitudes because most of
the populist discourse is targeted to people from ethnic minorities. Ethnic minorities may be citizens
of the country but they may be somehow portrayed as ‘second class citizens” because they do not
descend from the country’s “founding fathers”. Or they may be immigrants and as such not have
citizenship status. Populist discourse also target potential immigrants, but in many cases potential
immigrants share the same ethnicity as residents of the country, such as Hispanic Americans in the US
and Turkish people in Germany. Moreover, we can study the behavior of both the ethnic majority and

the ethnic minorities thanks to our large and representative samples. Studies that did use large and

2An exception is Tanaka and Camerer (2016), who studied inter-ethnic relationships among the ethnic majority and
two ethnic minorities in Vietnam rural villages.
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representative samples focused on between-country biases, without considering within-country ethnic
differences (Dorrough and Glockner, 2016; Romano et al., 2017) or focused on the ethnic majority
within a country (Cettolin and Suetens, 2019). Romano et al. (2017) have subjects from 17 countries
play a TG where the nationality of the second mover varies. They find strong evidence of an ingroup
bias in most countries, especially in Japan and Germany. Their survey was conducted on about
100 subjects per country, which impedes the analysis of within-country ingroup bias. Our paper
departs significantly from their work by focusing on within-country discriminatory patterns and the
interaction between ethnicity and income. Moreover, while decisions in all countries except two were
hypothetical in Romano et al. (2017), all decisions are monetarily incentivized in our experiments.
Dorrough and Glockner (2016) run surveys on representative samples from Germany, India, Israel,
Japan, Mexico, and the United States, to analyze how cooperation and expectation patterns depend
on the nationalities involved. They show that when the partner’s nationality is known, people hold
strong and transnationally shared expectations (i.e., stereotypes) concerning the cooperation level of
interaction partners from other countries, which are often wrong. Their study does not specifically
focus on ingroup favoritism. Cettolin and Suetens (2019) conduct an experiment on a representative
sample of the Dutch population and show that the return of trust by Dutch natives is lower for
immigrants than for other natives. Their paper does not focus on trust. Buchan et al. (2009) find
that propensity to cooperate with foreigners — as opposed to people from one’s local area — covaries
with country-level and individual-level involvement in global networks.

Our focus on within-country ethnic biases is also relevant to understand social cohesion in a country
(Dragolov et al., 2014). There is a widespread concern that increased ethnic diversity may threaten
social cohesion (Alesina and La Ferrara, 2000; Putnam, 2007; Algan et al., 2016). Indicators of social
cohesion show that it is receding in the US (Dragolov et al., 2014). Even if the aggregate index of
social cohesion is not decaying in Germany, the sub-component relative to “acceptance of diversity”
is indeed falling in Germany (Dragolov et al., 2014).

The second part of our experiment contributes to the literature showing how the ingroup bias
is altered by the release of income information, which acts as an exogenous shock on stereotypes.
This part of our design is related to the literature studying the relationship between income and
trust in TGs. Several papers use endowment manipulations in the lab to investigate how income
inequality affects trust (Anderson et al., 2006; Lei and Vesely, 2010; Smith, 2011; Greiner et al.,
2012). Lei and Vesely (2010) introduce income inequality by varying the show-up fee of the laboratory
subjects. They find that only “rich” subjects display ingroup favoritism (based on income) in a trust
game, while “poor” subjects send larger amounts to rich subjects. Similar to our paper, Falk and
Zehnder (2013), Trifiletti and Capozza (2011) and Bogliacino et al. (2018) use variation in participants’
incomes outside the lab rather than lab-induced variation in order to provide more sizable and realistic
income differences. Falk and Zehnder (2013) show in a large experiment in Zurich that first movers
in a trust game prefer sending larger amounts to second movers living in high-income neighborhoods
compared to participants from poorer locations. Studying the effect of information on real-life traits
or group characteristics is an increasingly used method (Cruces et al., 2013; Kuziemko et al., 2015;
Alesina et al., 2018a,b; Mai et al., 2019) In their cross-country study, Alesina et al. (2018a) examine
a condition in which immigrants are portrayed as being “hard-working”, but do not find significant
effects on preferences for redistribution compared to baseline. Likewise, Mai et al. (2019) find higher

propensities to transfer to immigrants when they are portrayed as performing community work, but
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only when controlling for preferences for redistribution. We significantly depart from previous studies,
as we focus on the interaction between ethnicity and income achievement.
The paper is organized as follows. Section 4.2 describes the experimental design. Sections 4.3 and

4.4 present and discuss the results. Section 4.5 concludes.

4.2 Experimental design

4.2.1 Trustlab methodology

Trustlab is a cross-country initiative that aims at running large-scale online surveys on social prefer-
ences and trust in institutions (see Murtin et al., 2018 for more details). Participants were recruited
by the same private sector polling company in every country and are nationally representative by
age, gender and socio-economic status. It was not possible to include ethnicity as a criterion for
representativeness. The surveys on the US and Germany were conducted in early 2018.

The US sample includes 1090 subjects and the German sample 1108. Both samples differ markedly
compared to traditional student lab samples. For examples, in the US (Germany), 55% (47%) of the
subjects are over 45, and 55% (62%) are employed. Women represent about half of the sample in both
countries and 30.6% (40.8%) of the subjects are in the top two national income quintiles in the US
(Germany). The descriptive statistics of the samples can be found in Appendix Tables 4.B1 and 4.B2,
where we also report the actual population distribution for various demographic characteristics.

Trustlab includes three sections. The first section consists in a series of monetarily incentivized
experimental games, the second is an Implicit Association Test to measure trust in institutions while
the third is a questionnaire tapping into demographic and attitudinal characteristics and other mea-
sures of trust in institutions. The first game in the experimental section of Trustlab is a standard TG
(Berg et al., 1995). A first mover (A) and a second mover (B) both receive 10 dollars in the US or 10
Euros in Germany. A can send none, some, or all of her endowment to B, in multiples of 1 dollar or 1
Euro. The latter receives this amount multiplied by 3 and can send back to A any amount out of her
endowment (10 dollars) augmented with the amount received from A (multiplied by 3). Participants
sequentially play this TG as first mover and as second mover. This is followed by two public goods
games, a dictator game, and finally a series of games that differed across countries. In this paper we
focus on six TGs that were played in the US and Germany. We refer to three of these TGs as the
“Ethnicity block” and to three TGs as the “Ethnicity plus Income” block.?

FEthnic block: trust games with only ethnicity information

In the Ethnic block, participants are involved in a TG where we disclose the second mover’s ethnicity
to first movers. The first mover is truthfully informed that the second mover does not know the first
mover’s ethnicity. Each subject in the US is matched in random order with an African American, a
Hispanic, and a non-Hispanic White second mover. In Germany, subjects are matched randomly with
a subject of Eastern European descent, one of Turkish descent, and a rooted German. Therefore, in
both countries, all participants play three TGs, each time with a different person of different ethnicity.

We used the three largest ethnic group as prompts in each country. Own ethnic identity is deter-

mined by standard survey questions in the third module of Trustlab. In the US, the second mover

30ur results are robust to controlling for subjects’ transfers in the first TG of the experimental part, i.e. the amount
transferred from A to B in a TG where no information about the second mover is given (generalized trust).
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is described as being either “non-Hispanic White”, “African American” or “Hispanic”. We elicit the
ethnic group of each subject in Trustlab’s survey module where we ask participants to select the
racial /ethnic group they identify the most with among a list of 12 options.* Table 4.B1 shows that
these three groups constitute 71.5%, 11.2% and 11.3% of our sample, respectively. Although our
sampling strategy did not target ethnic composition, our sample is fairly close to the real US ethnic
composition, according to census data, as Table 4.B1 shows. Nevertheless, we slightly over-represent
White individuals and under-represent Hispanic ones. In Germany, ethnicity is defined in the follow-
ing way: “a person who was born in Fastern Europe/Turkey/Germany or whose parents were born in
Eastern Europe/Turkey/Germany”. We reconstruct ethnic groups in Trustlab’s survey module using
two questions. We asked subjects in which country they were born (using a drop-down list of countries)
and in which country their mother and father were born. We classify as “Eastern Europe descent”
(“Turkish descent”) a subject who is either born in Eastern Europe (Turkey) or whose parents were
born in Eastern Europe (Turkey). Table 4.B2 shows that in Germany, ethnic minorities constitute a
smaller share of the population compared to Hispanic people and African Americans in the US. For
instance, according to Statistisches Bundesamt, Turkish descent individuals constitute only 3.4% of
the population. We thus decided to oversample people of Turkish origin by conducting an additional
wave in June 2018, which targeted them in priority. In the end, our German sample is constituted
of 80.1% rooted Germans, 6% Turkish descent subjects and 6.5% Eastern European descent subjects
(see Table 4.B2). For brevity of language, in the following we refer to “people of Turkish descent” as
“Turkish” and to ”people of Eastern European descent” as ”Eastern Europeans”.

We match first movers and second movers at the end of the experiment, not instantaneously,
because we need to obtain ethnic information first. This is made possible by the use of the strategy
method to elicit second mover’s behavior. First movers receive no feedback regarding second movers’
responses between one trust decision and the next (see Section 4.2.1 for more details). Payments
have to be made no earlier than 48 hours after the survey is completed, once we are able to match
participants with the required characteristics.

The Ethnic block enables us to quantify the extent of the ingroup bias and whether it is uniform
across ethnic groups, or whether some outgroups suffer more or less discrimination. Romano et al.
(2017) consider three theories that may explain differences in ingroup bias across countries. The first
theory argues that ingroup bias thrives when institutions are inefficient or under-performing, because
people from an ingroup have larger incentives to cooperate with each other. The second theory argues
that ingroup bias should be reduced by the spread of world religions, because of the doctrine of
universal brotherhood that these embrace. The third theory claims that the higher the exposure to
pathogens, the higher the payoffs from ingroup-based cooperation. Germany and the US are quite
similar in all these three accounts® and in particular institutions seem to work relatively well for both

ethnic majorities. Hence we do not have any reason to believe, a priori, that ingroup bias will be

“In the US the question is “What racial or ethnic group do you belong to?” and the options are the following: White,
African American, White Hispanic, Other Hispanic, American Indian or Alaska native, Asian Indian, Chinese, Filipino,
Japanese, Korean, Vietnamese, Native Hawaiian, some other race, more than one. We merged White Hispanic and Other
Hispanic to create the Hispanic ethnic group.

5 According to census data from both countries, Christianity is the main religion, with 70% of US citizens, and 56%
of Germans, declaring to be observant. Conversely, 22% of US citizens, and 38% of Germans declare to be unaffiliated.
The share of Protestants is higher in the US (47%) than Germany (28%), while that of Roman Catholic is higher in
Germany (28%) than in the US (21%). The next largest religious affiliation is Islam in Germany (5%), while less than
1% of the US population is Muslim. All other religious affiliations do not cover more than 2% of the population. Source:
https://www.cia.gov/library/publications/the-world-factbook

203



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

different between the White Americans and rooted Germans. We therefore posit:

H1la The ingroup bias is no different in magnitude between White Americans and rooted Germans.
H1b The ingroup bias is significant for all the ethnic groups involved in the US.

H1lc The ingroup bias is significant for all the ethnic groups involved in Germany.

Conversely, African Americans may perceive that US institutions have been biased against them,
and may have therefore, according to the first theory mentioned above, developed stronger ingroup

bias than other US ethnic groups. We therefore posit:
H2a Ingroup bias by African Americans is higher than ingroup bias by other ethnicities in the US.

Moreover, since White Americans seem to hold more negative views of African Americans than

Hispanics (see section 4.2.1), we also posit:
H2b White Americans discriminate against African Americans more than they do against Hispanics.

As for Germany, one may posit that discrimination by rooted Germans may be larger against
Turkish people than Eastern Europeans, because the former are overwhelmingly Muslims, while the
latter are overwhelmingly Christians. Religious differences are undoubtedly a strong reason for out-
group derogation (Brewer, 1999; Putnam, 2007; Bisin et al., 2008). Moreover, we do not have a priori
reason to hypothesize that discrimination by ethnic majorities may be bigger for one ethnic minority
group over the other.

We therefore posit the following hypotheses:

H3a Rooted Germans discriminate against Turkish people more than they do against Fastern Euro-

peans.

H3b Turkish people and Fastern Europeans have similar levels of ingroup bias.

Ethnic plus Income block: trust games with ethnicity and income information

In the next series of three TGs, subjects are randomly matched to three different second movers. This
time, the first mover knows both the ethnicity (each one of the three types described above) and that
the income of the second mover places him or her among the top 20% of the population in the US or
Germany. This top income information is real and elicited in the third module of the survey. In this
block of TGs, second movers are always top income earners, only their ethnic groups vary.

The Ethnic plus Income block enables us to examine whether discrimination toward outgroups —
and ethnic minorities in particular — is reduced when the outgroup has been economically successful.
A broad range of literature argues that discrimination is at least in part based on misperceptions
or stereotypes about minorities (Gilens, 2009; Alesina and Stantcheva, 2020). Gilens (2009) exten-
sively documented the widespread negative views held by white Americans on minorities and African
Americans in particular. US citizens substantially overestimate the percentage of African Americans
among the poor. The median US survey respondent believed that half of US poor were African Amer-
icans (Gilens, 2009). In reality, according to the US Census Bureau, the percentage of poor African

Americans is only around 22% of the total poor population, and there are about 10 million more
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white poor than African American poor. Moreover, the stereotype that African Americans are lazy
is widespread. In the most recent waves of the US General Social Survey (GSS), 26% of US White
respondents thought of African Americans as lazy, while 20% thought of them as hard-working. In
contrast, many more US Whites tend to think of Hispanics as hard-working (nearly 50%) and fewer
US Whites think of Hispanics as lazy (less than 10%). Attitudes toward minorities were even more
negative in the 1990s. US Whites’ views about African Americans improved over the laziness dimen-
sion (which was 47% in the 1990s), but not in the hard-working dimension (which was 17% in the
1990s). On the contrary, opinions about Hispanics improved in both dimensions, as 37% and 26% of
whites thought of Hispanics as lazy and hard-working in the 1990s, respectively. ©

Gilens (2009) argues that negative beliefs about African Americans are the largest cause of US
citizens’ lack of support for the welfare state, as they tend to think of welfare recipients as undeserving
of the help they receive. Social surveys in Germany do not ask people’s opinions about ethnic mi-
norities. We accordingly turn to Alesina et al. (2018a), who focused on attitudes toward immigrants.
Since minorities are typically current or past immigrants, their findings are relevant for our experi-
ment. Alesina et al. (2018a) show that negative views over ethnic minorities are not limited to the
US but extend to other European countries including Germany. In particular, natives believe that the
percentage of unemployed immigrants is more than 20 points larger than what it actually is, and that
immigrants are poorer and less educated than than what they actually are. Natives also believe that
an immigrant is more likely to receive welfare benefits than a native in the same situation (Alesina
et al., 2018a).

Nevertheless, when immigrants do manage to be successful, most natives believe that they deserve
their success. 68% of US respondents and 60% of German respondents believe that the reason for
immigrants’ economic success is their effort, rather than their luck. On the contrary, people tend to
believe that luck played a larger role for rich natives than rich immigrants. This is the case for all five
countries surveyed in Alesina et al. (2018b). In the US, only 40% of US respondents believe that effort
was the cause of success for rich natives.” Opinions differ across countries on the reasons for people
being poor. In the US people believe that poor immigrants are less responsible for their condition
than poor natives, although the difference in perception is small. In some European countries, such
as France and Italy, citizens attach a much larger blame to poor immigrants than poor natives, while
the blame is similar for natives and immigrants in Sweden and the UK (Alesina et al., 2018b).

We infer from this evidence that natives substantially underestimate the chances of minorities’
economic success, but think that rich people from minority groups deserve their success — even more
than rich natives. Therefore, the manipulation of our Ethnic plus Income block seems potentially
effective to reduce discrimination for economically successful minorities. We also posit, for the same

reasons, that ethnic minorities should also reward economically successful people from ethnic minorities

SInterestingly, African Americans, too, tend to think of Hispanics as more hard-working than themselves. Within
the 2016 and 2018 GSS waves, only 36% of Black American respondents think of African Americans as hard-working,
while 60% of African Americans think of Hispanics as hard-working. A 10% gap also exists between African Americans
thinking of African Americans as lazy (21%) in comparison with African Americans thinking of Hispanics as lazy (11%).
On the contrary, in the 1990s Black Americans tended to have a better opinion of African Americans than Hispanics. It
is as if African Americans’ self-image got tarnished over time, while the image of Hispanics improved across the spectrum
of ethnicities.

"Germany was not included in the survey asking about perceptions of the causes of success for rich natives in Alesina
et al. (2018b), thus a comparison with perceptions about rich immigrants is not possible in Germany. It seems plausible
that Germans’ perceptions are not too dissimilar to those of citizens from other European countries included in the
survey.
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more than successful people from the ethnic majority, with a possible ingroup bias in this respect,

too. We therefore posit:

H4a Ingroup bias will be lower when first movers are matched with rich second movers than with

people with unspecified income, both in the US and Germany, and across all ethnic groups.

For the US, we can formulate the further hypothesis that the success of African Americans should
be rewarded even more by white Americans than success by Hispanics, because of the widespread
opinion that African Americans are lazier and less hard-working than Hispanics. In other words, since
beliefs about the average Black American are more negative than beliefs about the average Hispanic,
the observation of a successful African American should lead to a larger correction of initial beliefs

than the observation of a successful Hispanic, in comparison with the baseline. We then hypothesize:

H4b Ingroup bias by White Americans will drop more for African Americans than Hispanics in the

?Ehnic plus Income” treatment compared to the ”Ethnic” treatment.

Given the absence of survey evidence on inter-ethnic attitudes in Germany, we cannot formulate
precise hypotheses with respect to the drop in ingroup bias by rooted Germans between the two

treatments.

Behavior as second mover in the trust game

We use the data from the second decision of the experimental section of Trustlab to measure trustwor-
thiness. As mentioned in Section 4.2.1, participants played a standard T'G as second movers in the
second experiment of this section. No information on ethnicity was given in this decision, so this mea-
sure captures the general propensity to reciprocate trust from a member of the general population.®
The amount that the second mover decides to send back to the first mover in the TG is elicited using
the strategy method: subjects have to decide how much they would send back to the first movers for

each of the 11 possible decisions of the first movers.

Expectations

For the TGs of the Ethnic block, we also elicited first mover beliefs regarding the second mover trust-
worthiness, i.e. the amount that the first mover expects to get back from the second mover. We use
the following question to elicit expectations in the US: “Imagine you sent 5 dollars, so Participant B
recetves 15 dollars, making his or her total budget 25 dollars. Participant B has no information about
your identity. What amount would you expect Participant B to return to you? Please enter a number
from 0 to 25.”. We ask this question three times, once for each of the ethnicities mentioned in the Eth-
nic bloc. In Germany the elicitation question substituted euros for dollars. Expectations are elicited
between the end of the Ethnic block and the beginning of the Ethnic plus Income block. Because of
time restrictions, we could not elicit expectations in the Ethnic plus Income block. Instructions for

this module and the other modules in the Trustlab survey can be found in Appendix 4.D.

8We have only decisions as second mover that were taken for the generic TG, before subjects knew of the TGs to be
played as first mover with knowledge of second mover’s ethnicity. We truthfully inform first movers’ in that module that
second movers don’t know their counterpart’s ethnicity. When making the generic second mover decision, the participant
also had no knowledge that a module referencing ethnicity would appear later. For each game, participants were matched
randomly with another participant of the survey, living in the same country. They were never matched with the same
participant twice.
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4.2.2 Duration and payoffs payment

Participants were paid for the result of one randomly selected game among those played in the ex-
perimental section of Trustlab. In this way no income effect affected decisions. Each block of the
experimental section had equal probability of being selected. Participants were paid in their pri-
vate bank accounts, as is customary for interviewees of the poll agency. The median time needed to
complete the whole Trustlab survey was 35 minutes.” Participants were paid on average 12 euros in

Germany and 11.8 dollars in the US. The largest possible payoff in the survey was 40 euros/dollars.

4.3 Results

4.3.1 Overview of the results

Figure 4.1 shows how the ingroup bias varies between countries and ethnic groups and across both
relevant experimental blocks. Here we look at the general tendency to trust people from one’s ingroup
more than people from the outgroup, without distinguishing between differences in trust toward the
two outgroups (a disaggregation we discuss subsequently). For each type of first mover, we regress
the amount transferred to the second mover on a binary variable indicating whether the second mover
belongs to the same ethnic group. The dependent variable is standardized to have a mean equal to 0
and a standard deviation equal to 1 within each sample. We report on the graph the coefficient of the
ingroup dummy, by type of first mover and decision block.'®

Choices made when only ethnicity is known (Ethnic block) show the existence of significant ingroup
biases, especially among rooted Germans and African Americans, followed by White Americans and
Hispanics. The ingroup bias is large for Turkish living in Germany, but is imprecisely estimated.
There is no ingroup bias for Eastern Europeans living in Germany. Rooted Germans transfer 17% of a
standard deviation more money to other rooted Germans compared to outgroup second movers. This
corresponds to a transfer gap of about 50 cents (out of the 10 euros endowment) between ingroup and
outgroup. White Americans have a statistically significant but smaller ingroup bias: about 5% of a
standard deviation, which corresponds to a transfer gap of 15 cents.

Overall, the ethnic ingroup bias is twice as large in Germany as in the US. This result is confirmed
in Appendix Table 4.B3, which pools US and Germany data and interacts the ingroup dummy with a
binary variable indicating the country of residence of the subject. This result is mostly driven by the
difference in attitudes between the majority groups. White Americans engage in ingroup favoritism

at a much lower rate than rooted Germans. We conclude:

9We judged that the necessary duration to complete the survey carefully enough was about 30 minutes. The average
time to complete the survey (71 minutes) was twice as large as the median time, because some participants took a very
long time to complete the survey, as is sometimes the case for online surveys. It is likely that some people took breaks
from the survey. Nevertheless, such extreme cases are rare. 95% of the participants completed the survey in less than
102 minutes.

10See Appendix Figures 4.A1, 4.A2 and 4.A3 for raw statistics of transfers by first mover and second mover types.
Appendix Table 4.B4 tests whether the extent of the ingroup bias is statistically different across first mover ethnic
groups. More precisely, we can answer for instance the following question: are African Americans favoring significantly
more their ingroup compared to White first movers? To make this comparison, we compute the difference between
the ingroup transfer and the average of the two outgroup transfers for each type of first mover. Appendix Table 4.B4
shows regressions of this variable on binary variables for each first mover ethnic groups and other socio-demographic
characteristics. We find that although African Americans have a larger ingroup bias compared to White and Hispanic
first movers, the difference is not statistically significant. However rooted Germans have a significantly larger ingroup
bias in both blocks (columns 3 and 4) compared to Eastern European descent first movers.
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Figure 4.1 — Size of the ethnic ingroup bias by first mover ethnic group and experimental block

Country level: US - - i

A White - u

A Afr. Ame. - ' - - ' .
Experimental block
. . —~— Ethnic block
A Hispanic- — —~— Ethnic and Income block

Country level: Germany - ‘ ‘ Country
= US

‘ 4 Germany
A Rooted German- ‘

A Turkish-

A East. Eur.-

0.1 0.0 0.1 0.2 0.3
Coefficient of the ingroup bias

Notes: The Figure plots coefficients of OLS regressions where the dependent variable is the amount transferred from the first
mover to the second mover (standardized to have mean 0 and standard deviation 1 within each sample) on a dummy variable for
whether the second mover is from the same ethnic group as the first mover currently making the transfer decision. We report the
coefficient of this ingroup dummy for different samples, depending on the country of residence and ethnic group of the first mover.
The dark dots show regressions on the Ethnic block and lighter dots show the coefficients on the Ethnic plus Income block. The
size of the dots is proportional to the sample size. There are 3081 observations in the German sample (2664 rooted Germans, 201
Turkish descent and 216 Eastern European descent first mover observations) and 3072 observations in the US sample (2337 White,
366 African Americans, and 369 Hispanic first mover observations). We control for a variable indicating whether the observation
corresponds to the first second mover encountered within the block to capture any first round effects. Subject-level control variables
include gender, four age groups, two income levels, two education levels and three employment category binary variables. Standard
errors are clustered at the individual level (there are three observations per first mover). We report 95% confidence intervals around
the coefficients.

208



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

Result 1a The ingroup bias is higher for rooted Germans than White Americans, thus contradicting
Hia.

Once first movers additionally know that the second mover is from the top 20% (Ethnic plus Income
block), the ingroup bias more than halves in both countries and becomes non-significant except for
rooted German and African American first movers.

More generally, we find significant differences in trust behavior both between and within countries.
Trust is about 7% higher in Germany than the US in the trust decision where ethnicity is not specified
(not shown), and about 5% higher in the trust decision where ethnicity is specified (see Figure 4.A2).
In the latter case, we use the weighted average of decisions in the Ethnic Block, with weights given by
the relative proportion of each ethnic group in real life. Both differences are statistically significant
at the 1% level in two-tailed non-parametric Mann-Whitney-Wilcoxon tests. Trust in general others
by rooted Germans is also significantly higher than trust by White Americans. In both countries, one
group stands out as trusting significantly less than all others. In the US, African Americans trust
general others 13% less than White Americans and 5% less than Hispanics. All tests matching pairs
of ethnic groups return the result that African Americans trust significantly less than any other group
for both general trust and trust in ethnic groups — including the residual group made up of ethnicities
not belonging to the three target ones, with only one exception.!! Differences are significant at the
1% level when African Americans are matched with White Americans, or lower levels of significance
in other cases. No difference is instead significant for pairwise tests between any other ethnic groups
in the US. In Germany, it is Turkish people who trust significantly less than all other groups. The
Turkish trust general others 19% less than rooted Germans and 18% less than Eastern Europeans.
Even here, non-parametric pairwise tests reject the null of equality of distributions for any other ethnic
group matched with Turkish people, while no other pairwise test between other groups rejects the null.
This is the case for both trust in general others and trust in specified ethnicities. The differences are
statistically significant at the 1% level in pairwise tests including Turkish and rooted Germans and at
lower levels of significance when Turkish are matched with other ethnic groups. Hence, our evidence
points to one ethnic group in both countries maintaining significantly different trusting behaviors in

comparison with all others.

4.3.2 Ethnic block

In this section, we describe how being confronted with ethnic diversity affects transfer levels in the TG.
We first investigate whether first movers make selective transfers depending on the type of outgroup
second mover with whom they are matched (Section 4.3.2). We then decompose the ingroup bias into

a taste-based and a statistical-based component (Section 4.3.2).

Selective ingroup bias

Table 4.1 displays the results of pooled OLS regressions on the US sample. The dependent variable is
the amount transferred from the first mover to the second mover and the main explanatory variables
are dummies for the ethnic group of the second mover. Each pair of columns focuses on one particular

first mover ethnic group. In the first six columns, the omitted second mover ethnic variable is one’s

"The only case in which a pairwise test including African Americans fail to reject the null of equality of distributions
is that including African Americans and Hispanics in the decision on trust to general others.
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ingroup, so that negative coefficients always reflect a positive ingroup bias, that is, that the participant
transferred more to the ingroup than the outgroup. We cannot use the same procedure for other US
first movers (last two columns) since they are never confronted with an ingroup member. In that case,
we make White the omitted category.!? Looking at columns 1, 3 and 5, we clearly observe that White,
African American and Hispanic first movers all display a significant ingroup bias. This ingroup bias
is not selective for any group, as shown in the last row of Table 4.1, which reports the p-value of a
t-test on the hypothesis that the two second mover ethnic group coefficients are equal to each other.
For instance, in columns 1 and 2, the null hypothesis is that the coefficient of B African American
and B Hispanic are the same. For any US ethnic group the null of equality of outgroup coefficients is

never rejected. We conclude:

Result 1b Ingroup bias is significant for all ethnic groups in the US, in accordance with H1b.
Result 2a Ingroup bias is larger for African Americans than other US ethnic groups, confirming H2a.

Result 2b Discrimination by White Americans against African Americans is not different from dis-

crimination against Hispanics, contradicting H2b.

We also note:

Result 2c¢c Ingroup bias is not selective in the US for all three ethnic groups.

12There are 40 Asian American first movers and 26 that identified with another race or ethnic category. Since there
are 3 rounds per individual this yields 198 observations.
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Table 4.1 — Trust game transfers in the US - Only second mover ethnic group is known

A White

A Afr. Ame.

A Hispanic A other

(1)

(2)

(3)

(4)

() (6) (7) (8)

Dependent variable: transfers from 1st mover to 2nd mover in the trust game

B White -0.372**  -0.410**  -0.150* -0.234**
(0.173) (0.186)  (0.0846)  (0.103)
B Afr. Ame. -0.185***  -0.143** -0.163** -0.140 -0.263 -0.275
(0.0552)  (0.0557) (0.0758) (0.0861) (0.170) (0.167)
B Hispanic -0.126**  -0.0994** -0.310** -0.292* -0.412**  -0.424**
(0.0490)  (0.0503)  (0.143) (0.148) (0.180) (0.177)
Expected transfer from B to A 0.194*** 0.203*** 0.264*** 0.0791
(0.0186) (0.0414) (0.0301) (0.0703)
Constant 5.962***  4.277**  5.753** 3.998*** 7.213** 4.713*** 4.332***  3.870**
(0.416) (0.434) (0.854) (0.811) (1.069) (0.981) (1.568) (1.607)
Controls Yes Yes Yes Yes Yes Yes Yes Yes
Observations 2337 2337 366 366 369 369 198 198
R2 0.026 0.143 0.100 0.264 0.092 0.350 0.207 0.220
p-value of test HO:
B ethnic group 1 = B ethnic group 2 0.138 0.280 0.571 0.308 0.869 0.231 0.187 0.178

Standard errors clustered at the individual level in parentheses

* p <0.10, ** p < 0.05, *** p < 0.01

Notes: Results of pooled OLS regressions using all the three decisions made by each first mover in the Ethnic block of the trust games on the US sample (only
ethnicity of second mover is known). The dependent variable is the level of transfers from the first mover to the second mover. The explanatory variables are
binary variables for the ethnic group of the second mover. We additionally control for a variable indicating whether the observation corresponds to the first second
mover encountered (first transfer made in the Ethnic block) to capture any first round effects. Subject-level control variables (in all columns) include gender,
four age groups, two income levels, two education levels and three employment categories binary variables. Columns 1 and 2 restrict the sample to White first
movers, 3 and 4 to African Americans first movers, 5 and 6 to Hispanics first movers, 7 and 8 to other US first movers (Asian Americans, American Indian or
Alaska Native, more than one ethnic group and other ethnic groups). The last row of the table reports the p-value of a t-test comparing the two second mover
ethnic group coefficients. For instance, in columns 1 and 2, the null hypothesis is that the coefficient of B African American and B Hispanic are the same.
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Table 4.2 — Trust game transfers in Germany - Only second mover ethnic group is known

A rooted German

A East Eur.

A Turkish

A other

(1)

(2)

(3)

(4)

(5)

(6)

Dependent variable: transfers from 1st mover to 2nd mowver in the trust game

(7) (8)

B rooted German 0.288 0.191 -0.363 -0.302
(0.249)  (0.276)  (0.326)  (0.324)
B East. Eur. -0.360*"*  -0.242*** -0.770*  -0.641**  -0.0409  0.0468
(0.0582)  (0.0604) (0.316)  (0.320)  (0.113)  (0.120)
B Turkish -0.628***  -0.509***  -0.396 -0.375 -0.148 -0.124
(0.0628)  (0.0622) (0.297)  (0.336) (0.184)  (0.159)
Expected transfer from B to A 0.220*** 0.214*** 0.249*** 0.217***
(0.0167) (0.0744) (0.0553) (0.0499)
Constant 6.165*"*  3.952***  5.869*** 4.384*** 5.711**  4.210**  8.200"** 5.597***
(0.548) (0.530) (1.581)  (1.308)  (2.155) (1.843) (1.539)  (2.106)
Controls Yes Yes Yes Yes Yes Yes Yes Yes
Observations 2664 2664 216 216 201 201 243 243
R? 0.035 0.151 0.207 0.296 0.084 0.243 0.209 0.335
p-value of test HO:
B ethnic group 1 = B ethnic group 2 0.000 0.000 0.009 0.037 0.083 0.154 0.571 0.282

Standard errors clustered at the individual level in parentheses

* p<0.10, ** p < 0.05, *** p < 0.01

Notes: Results of pooled OLS regressions using all three decisions made by each first mover in the Ethnic block of the Trust games on the German sample. The
dependent variable is the level of transfers from the first mover to the second mover. The explanatory variables are binary variables for the ethnic group of the
second mover. We additionally control for a variable indicating whether the observation corresponds to the first second mover encountered (first transfer made in
the Ethnic block) to capture any first round effects. Subject-level control variables (in all columns) include gender, 4 age, 2 income level, 2 education level and 3
employment category binary variables. Columns 1 and 2 restrict the sample to rooted Germans first movers, 3 and 4 to first movers from Eastern Europe, 5 and
6 to first movers of Turkish descent and 7 and 8 to first movers with another ethnicity. The last row of the table reports the p-value of a t-test comparing the two
second mover ethnic group coefficients. For instance, in columns 1 and 2, the null hypothesis is that the coefficient of B Eastern Europe and B Turkish are the

same.
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Results are markedly different in Germany. First, the ingroup bias is strongly significant at the 1%
level for rooted Germans with respect to both outgroups, but is not statistically significantly different
from 0 for Eastern Europeans. It is only significant at the 5% level for Turkish against Eastern
Europeans, but is not significant for Turkish against rooted Germans (see Table 4.2, column 1, 3 and
5). Hence, the ingroup bias seems to be concentrated in the ethnic majority in Germany. Second, the
ingroup bias is selective. Rooted Germans discriminate twice as much against Turkish second movers
compared to Eastern Europeans second movers, the difference being significant at the 1% level (see
last row of Table 4.2, column 1). Eastern Europeans are also selective. Even if the ingroup bias was
statistically insignificant against the two outgroups, it had opposite sign. Our test confirms, at the
1% level, that Eastern Europeans trust rooted Germans significantly more than Turkish (see Table
4.2, column 3). In fact, Eastern Europeans are the only group in the experiment displaying outgroup
favoritism, as they transfer more to rooted Germans than to fellow Eastern Europeans. Finally, first
movers of Turkish descent are also selective, as they transfer more to rooted Germans than to Eastern
Europeans, the difference being in this case weakly significant. Overall, we find that Turkish and
Eastern European first movers tend to discriminate against each other and discriminate much less
against — or in fact favor — rooted Germans, while the latter discriminate against both of them and
particularly against people of Turkish descent.

Results for participants in the German sample who fall into none of the three identified categories
are displayed in columns 7 and 8 (labeled “Other”) of Table 4.2. These subjects (for whom we make
rooted German the omitted category) show no statistically significant selective discrimination, but we
may be lacking statistical power to detect a significant effect.

We conclude:

Result 1c Ingroup bias is significant for rooted Germans, but is not significant for Fastern Euro-
peans and only significant for Turkish against Eastern Europeans but not against Germans, thus

partially contradicting Hic.

Result 3a Rooted Germans discriminate against Turkish people more than FEastern Europeans, con-
firming H3a.

Result 3b Turkish people and Eastern Europeans have similar levels of ingroup bias, confirming H3b.
We also note:

Result 3c Each German ethnic group performs selective discrimination, that is, people from one

ethnic group transfer significantly more to one outgroup than to the other outgroup.

Statistical vs taste-based discrimination

We have documented the variations in the ethnic ingroup bias in the US and Germany across first
mover and second mover types. We can decompose this bias into two components: a statistical
bias and a taste-based bias. First movers may discriminate against an ethnic group because they
expect that they will receive back a lower amount from people from that group in the TG (statistical
discrimination), or they can prefer to transfer more to one ethnic group than another independent of

any transfer expectations (taste-based discrimination).
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To quantify the relative importance of statistical and taste-based discrimination, we control for the
amount that the first mover expects to receive from each type of second mover at the end of the TG.!3
Table 4.3 shows regressions for the whole dataset (Germany and the US combined) in columns 1 and
2, US only in columns 3 and 4 and Germany only in the last two columns. For all groups the return
expectation is a strongly significant predictor of the transfer to the second mover, thus confirming that
first movers’ transfers depended on the second movers’ expected trustworthiness. The coefficient of
the ingroup dummy (A and B belong to the same ethnic group) in column 1 can be directly compared
to the coefficient of the same variable in the next column, where we control for the expected transfer
from second mover to first mover. If the coefficient of the ingroup variable is driven down to zero,
then it would mean that statistical discrimination is fully driving the result. But this is not the case:
the ingroup coeflicient remains sizable when we control for the expected transfer from B to A. Pooling
German and US data, we see that the coefficient drops by about 21%. Separating US and German
data, we see that the drop is slightly larger in Germany (25%) than in the US (16%).

We conclude:

Result 5 Statistical discrimination accounts for about one fifth of ingroup favoritism. Taste-based

discrimination is the main driver of the ingroup bias.

Table 4.3 — Statistical vs taste-based discrimination

(1) (2) (3) (4) () (6)
Pooled data Pooled data US US Germany Germany
Dependent variable: transfers from 1st mover to 2nd mover in the trust game
A and B same ethnic group 0.287*** 0.226*** 0.180***  0.151***  0.395***  (0.295"**
(0.0401) (0.0399) (0.0534) (0.0538)  (0.0593)  (0.0585)
Expected transfer from B to A 0.213*** 0.201*** 0.226***
(0.0105) (0.0151) (0.0146)
Constant 5.804*** 3.968"** 5.855"**  4.160***  5.828***  3.748***
(0.277) (0.276) (0.349) (0.353) (0.491) (0.475)
Controls Yes Yes Yes Yes Yes Yes
Observations 6594 6594 3270 3270 3324 3324
R? 0.016 0.145 0.020 0.150 0.031 0.156

Standard errors clustered at the individual level in parentheses

*p<0.10, ™ p < 0.05, ™ p < 0.01
Notes: The table reports the results of pooled OLS regressions using all three decisions made by each first mover in the Ethnic
block of the TGs. The dependent variable is the level of transfers from the first mover to the second mover. The explanatory
variables are binary variables for whether the first and the second mover have the same ethnicity and the amount that the first
mover expects to receive from the second mover in the median transfer scenario (see Section 4.2.1). We additionally control for a
variable indicating whether the observation corresponds to the first round of the Ethnic block to capture any first round effects.
Subject-level control variables include gender, 4 age, 2 income level, 2 education level and 3 employment category binary variables.

We can then assess which ethnicity (if any) drives this result within countries. The even-numbered
columns of Table 4.1 show the impact of controlling for the expected transfer from B to A on the
size of the two outgroup binary variables for each first mover ethnicity in the US. White first movers
were manifestly driving the overall US results since we observe a similar drop in the size of the
ethnic group binary variables (B African American and B Hispanic) when controlling for expected
transfers. This indicates that about 23% of the outgroup bias toward African Americans and 21%

toward Hispanics comes from statistical discrimination. In other words, lower transfers to minorities

3The variable is described in Section 4.2.1.
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Figure 4.2 — Expected and actual transfer from second mover to first mover by ethnic group of the second mover
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Second mover is Hispanic

Second mover is from East. Eur.

Actual and expected trustworthiness
. Actual trustworthiness

Beliefs of White 1st movers

. Beliefs of Afr. Am. 1st movers

. Beliefs of Hispanic 1st movers

Actual and expected trustworthiness
. Actual trustworthiness

. Beliefs of rooted German 1st movers
. Beliefs of Turkish 1st movers

. Beliefs of East. Eur. 1st movers

Notes: The extreme-left bar of each panel (grey bar) shows actual trustworthiness by second mover type, i.e. the amount that
second movers choose to send back to first movers, in the case where first movers send 5 dollars/euros. The rest of the colored bars
show first movers beliefs (expected trustworthiness), i.e. the amount that first movers expect to receive back by second mover type,
in the case where they first send 5 dollars/euros. The top panel represents the US sample and the bottom panel for the German
sample. 95% confidence intervals are reported.

215



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

by White Americans are partly explained by low expectations on minorities’ trustworthiness. On the
contrary, the coefficients of B White increases in magnitude after controlling for the expected transfers
in the regression for both African Americans and Hispanic first movers (columns 4 and 6 of Table 4.1).
This means that African Americans and Hispanic first movers hold relatively high expectations on
White Americans’ trustworthiness, and these expectations attenuate their taste-based discrimination.
Hispanic first movers send on average 15 cents less to White second movers compared to Hispanics
second movers, but once controlling for expected transfers, they send 23 cents less on average.

In Germany (Table 4.2), there are no clear cut differences among first movers of different ethnicity
in terms of the discrimination patterns. All ethnic groups partly discriminate based on statistical
consideration since the outgroup binary variables always decrease in magnitude once controlling for
expected transfers from B to A.

Even though discrimination is mainly taste-based and only party statistical, we check whether low
trustworthiness stereotypes are accurate. Figure 4.2 plots actual and expected trustworthiness side by
side, by second mover type. Actual trustworthiness is measured at the median case scenario, i.e. the
amount that second movers choose to send back to first movers, in the case where first movers send
5 dollars/euros. The remaining colored bars show first movers beliefs (expected trustworthiness) and
correspond to the amount that first movers expect to receive back by second mover type, in the case
where they first sent 5 dollars/euros.

In the US, second mover median transfer choices (actual trustworthiness) are not statistically
different across second mover types, although they tend to be higher for White people.!* So the 20%
statistical discrimination we observed was based on inaccurate stereotypes.

The picture is quite different in Germany, where both actual behavior and beliefs show larger
variations across subject types. Rooted Germans have the highest trustworthiness and Turkish descent
ones the lowest.'”> The latter group sends on average 16.4% less money to first movers compared
to other subjects in the German sample, this difference being significant at the 5% level.' This
behavior was only partly anticipated by participants. Non-Turkish first movers expected Turkish
descent participants to send back amounts 3.1% lower compared to the other two types of second
movers, but this difference in expectations is not significant (p-value = 0.12). Interestingly, Turkish
people expect other Turkish to be the most trustworthy of the three groups, whereas they are in fact

return the least of all groups, as second movers.

4.3.3 Ethnic plus Income block

Decrease of the ethnic ingroup bias with income information

We now add income into the picture to study its interaction with ethnic favoritism. In the Ethnic

plus Income block, the second mover is always in the top 20% of the income distribution. In these

M This is formally tested with a Kruskal-Wallis equality-of-populations rank test, which is a generalization of the two-
sample Wilcoxon (Mann-Whitney) rank-sum. The Kruskal-Wallis test checks whether two or more samples (here three)
come from the same distribution. In our context, this allows to test for the equality of the distributions of trustworthiness
across the three ethnic groups. We cannot reject the null hypothesis that trustworthiness behavior is the same across
ethnic groups in the US (p-value = 0.27). The same result holds if we take average trustworthiness across all 11 decisions
that second movers make instead of the the median case scenario (p-value = 0.37).

15 A Kruskal-Wallis allows to reject at the 1% level the equality in trustworthiness distributions across the three ethnic
groups in Germany.

16The difference between Turkish descent second movers and other subjects in the German sample is even larger (20%)
and significant at the 1% level, if we take the average trustworthiness across all 11 second mover decisions, instead of
the median transfer (i.e., the backtransfer choice when sent the median option of 5 dollars or euro).
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three rounds the ethnic group of the second mover varies, while information on the second mover’s
income is held constant. As argued in Section 4.2.1, the key hypothesis we want to test is whether
discrimination may be attenuated by receiving information of the “economic success” of somebody
from minority groups.

To answer these questions, we check how transfers vary across different types of second movers,
depending on the ethnicity of the first mover, focusing on the Ethnic plus Income block results only.
Table 4.4 reports OLS pooled regressions on all the 3 transfer decisions of the Ethnic plus Income
block in the US. We regress the amount transferred by each type of first mover on outgroup dummy
variables. Focusing on White, Hispanic, and other US first movers, we can observe that the ingroup
bias is considerably reduced by information on income. White Americans’ ingroup bias disappears
with respect to Hispanics and is reduced with respect to African Americans — though it remains weakly
significant in the latter case. The t-test on equality of transfers toward outgroups rejects the null for
White Americans, albeit at weakly significant levels only (see Table 4.4, column 1, last line). This
result goes against our hypothesis H4b (in Section 4.2.1) that African Americans would have benefited
more in this treatment compared to Hispanics. Since White Americans tend to view Hispanics’ work
ethic in a more positive light than that of African Americans, we expected that correcting this belief
would led White Americans to increase their transfers to African Americans more than their transfers
toward Hispanics. The fact that this is not the case may be possibly due to economically successful
Hispanics being seen as more deserving than economically successful African Americans. Or it could
mean that deservedness is not the only — or main — determinant of inter-ethnic discrimination by White
Americans. The ingroup bias by African Americans seems to be largely unaffected by the information
that second movers from outgroups are economically successful. The difference in transfers toward
ingroup and outgroup are about the same in this and the previous treatment for African Americans
(see Tables 4.1 and 4.4). The ingroup bias disappears for Hispanics and other ethnic groups do not
differentiate among the three main US ethnic groups.

Table 4.5 shows that the ingroup ethnic bias for rooted Germans is substantially smaller when
information on belonging to the high-income group is revealed. Comparing the coefficients of Table
4.5 with those of Table 4.2 reveals that rooted Germans’ discrimination against Turkish second-
movers drops by 64% while discrimination against Eastern Europeans drops by 30%. As a result,
rooted Germans’ discrimination against Turkish and Eastern Europeans is no longer different from
each other when second movers are rich (see Table 4.5, column 1, last row). Nonetheless, the ingroup
bias does not disappear completely and it remains statistically significant for rooted Germans. Ingroup
bias is no longer significant for ethnic minorities in Germany. Interestingly, both Eastern Europeans
and Turkish participants transfer more to rich Germans than to a rich ingroup, the effect being weakly
significant for Eastern Europeans (see Table 4.5, columns 2 and 3). This tendency suggests distrust
by ethnic minorities toward rich people from their ingroup. The raw data of Appendix Figure 4.A1
shows that the level of transfers declines by about 20% once one knows that the second mover is
rich. This gap could be motivated by three different factors. First, subjects may have purely taste-
based discriminatory attitudes toward the rich. Second, they may believe that rich people are more
selfish and feel less concerned about fairness or reciprocity, and hence are less trustworthy. Third,
since transfers partly respond to altruistic concerns for the second mover (Cox, 2004), then transfers

to the rich should be lower than transfers to the general population, as the rich are obviously less
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Table 4.4 — Trust game transfers in the US - Second mover is rich (Ethnic plus Income block)

(1) (2) (3) (4)
A White A Afr. Ame. A Hispanic A Other
Dep. var.: transfers from 1st mover to 2nd mover in the trust game

B White top 20 -0.296* -0.0403
(0.158) (0.120)
B Afr. Ame. top 20 -0.0725* 0.0088 0.0589
(0.0415) (0.108) (0.0909)
B Hispanic top 20 -0.0125 -0.313** -0.112
(0.0411) (0.155) (0.125)
Constant 5.472%%* 3.236*** 5.885%** 4.122**
(0.494) (1.119) (1.337) (1.570)
Controls Yes Yes Yes Yes
Observations 2337 366 369 198
R? 0.038 0.052 0.110 0.414
p-value of test HO:
B ethnic group 1 = B ethnic group 2 0.075 0.836 0.603 0.111

Standard errors clustered at the individual level in parentheses
* p<0.10, ** p < 0.05, ™ p < 0.01

Notes: Results of pooled OLS regressions using all three decisions made by each first mover in the ethnic and income
block of the Trust games in the US sample. The dependent variable is the level of transfers from the first mover
to the second mover. The explanatory variables are binary variables for the ethnic group of the second mover.
In he ethnic and income block, all second movers are in the top 20% of the income distribution. We additionally
control for a variable indicating whether the observation corresponds to the first round of the block to capture any
first round effects. Subject-level control variables include gender, 4 age, 2 income level, 2 education level and 3
employment category binary variables. Column 1 restricts the sample to White first movers, 2 to African Americans
first movers, 3 to Hispanics first movers, 4 to Asian Americans first movers and 5 to other US first movers. The
last row of the table reports the p-value of a t-test comparing the two second mover ethnic group coefficients. For
instance, in columns 1 and 2, the null hypothesis is that the coefficient of B African American top 20 and B Hispanic
top 20 are the same.
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Table 4.5 — Trust game transfers in Germany - Second mover is rich (Ethnic plus Income block)

(1) (2) 3) (4)
A rooted German A Fast. Eur. A Turkish A other
Dep. var.: transfers from 1st mover to 2nd mover in the trust game

B rooted German top 20 0.265* 0.182
(0.149) (0.238)
B East Eur. top 20 -0.253*** -0.0869 -0.0372
(0.0471) (0.182) (0.0471)
B Turkish top 20 -0.225%** 0.0906 0.0372
(0.0461) (0.126) (0.167)
Constant 4.695"** 3.992 1.358 7.469***
(0.651) (2.845) (2.623) (1.908)
Controls Yes Yes Yes Yes
Observations 2664 216 201 243
R? 0.038 0.235 0.106 0.245
p-value of test HO:
B ethnic group 1 = B ethnic group 2 0.442 0.240 0.177 0.635

Standard errors clustered at the individual level in parentheses
*p<0.10, " p < 0.05, *** p < 0.01

Notes: Results of pooled OLS regressions using all three decisions made by each first mover in the Ethnic plus Income
block of the TGs on the German sample. The dependent variable is the level of transfers from the first mover to the second
mover. The explanatory variables are binary variables for the ethnic group of the second mover. In the ethnic and income
block, all second movers are in the top 20% of the income distribution. We additionally control for a variable indicating
whether the observation corresponds to the first round of the block to capture any first round effects. Subject-level control
variables include gender, 4 age, 2 income level, 2 education level and 3 employment category binary variables. Column 1
restricts the sample to rooted German first movers, 2 to first movers from Eastern Europe, 3 to first movers of Turkish
descent and 4 to other ethnic groups. The last row of the table reports the p-value of a t-test comparing the two second
mover ethnic group coefficients. For instance, in columns 1 and 2, the null hypothesis is that the coefficient of B Eastern
Europe top 20 and B Turkish top 20 are the same.
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needy than others.!” Time limits with the overall survey prevented us from introducing additional
experimental choices or treatments to disentangle these various motivations. Nevertheless, in the
next section we develop a strategy that controls for the above confounds and enables us to perform

meaningful comparisons on ingroup discrimination when income information is revealed.

Normalized High-Income Bias

In the previous section, we performed comparisons of transfers within the Ethnic Plus Income block
and found that ethnic discrimination was largely reduced. But this did not take into account baseline
levels of ethnic discrimination. To measure the net treatment effect of our exogenous shock on the
wealth of the second mover, we need to compare the level of discrimination in the Ethnic Plus Income
block with the one of the Ethnic block.'®

To fix ideas, we define the High-Income Bias (H1B; y;) as the difference between the transfers that
a first mover of ethnic group ¢ sends to a rich second-mover of outgroup k and a rich second-mover of

ingroup 1.

HIB; ;i = T; Richy, — T3, Rich; (4.1)

When ¢ is the ethnic majority and & is an ethnic minority, HIB; j; measures the difference in transfers
that the ethnic majority sends to a rich outgroup k relative to a rich ingroup i. Our hypothesis H4a
concerns the reduction of the ingroup bias when the treatment is in place compared to when it is not
in place, the treatment being the revelation that the outgroup second mover has high income. For
this reason, we need to subtract the ingroup bias between ingroup 7 and outgroup k observed in the
absence of the treatment from HIDB,; ;. This leads to what we call the Normalised HIDB; j;.

NHIB; i = (T; richy, — Ti,rich;) — (Tie — Tii) (4.2)

Where (T}, — T;;) is the difference between the transfers from a first mover of ethnic group i to a
second mover of outgroup k and a second mover of ingroup 7 in the Ethnic block. NHIB;; would
be positive if our “rich second mover” treatment effectively reduced the ethnic discrimination of the
ethnic majority against the ethnic minority. This would suggest the existence of a “deserving rich
ethnic minority effect”.

Finally, we also measure how i treats the ethnic outgroup 1 relative to the ethnic outgroup 2. In

that case, we compute the Normalized High-Income Bias, NHIB; 12 as follows:

NHIB; 12 = (Ti,gich, — T richy) — (Ti1 — Ti2) (4.3)

Figures 4.3 and 4.4 plot the Normalized High-Income Biases for each ethnic group, in the US and
in Germany respectively. Both NHIB(White, Afr. Ame. vs White) and NHIB(White, Hispanic vs

17We also cannot rule out that the drop in transfers toward the rich could be partially driven by order effects, since the
Ethnic plus Income block always comes after the Ethnic block. We preferred not to opt for the alternative design where
the order with which the Ethnic block and the Ethnic plus Income block are presented is randomized. In those cases
when the Ethnic plus Income block had came before the Ethnic block, it would have been likely, in our view, that the
participant expectation over the second mover’s income were still affected, in some non-obvious ways, by the information
received in the previous block. This would have prevented comparability between the two blocks. In other words, it
seemed more natural to move from one setting with less information to one with more information rather than the other
way round.

8The intuition is the same as the one underlying the diff-in-diff strategy.
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NHIB

NHIB

Figure 4.3 — Normalized High-Income Bias by first mover ethnicity ¢ — US
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Notes: The figure plots the Normalized High-Income Biases computed using Equations (4.2) and (4.3) by type of
first mover 7 in the US sample. We report 95% confidence intervals.

Figure 4.4 — Normalized High-Income Bias by first mover ethnicity ¢ — Germany
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Notes: The figure plots the Normalized High-Income Biases computed using Equations (4.2) and (4.3) by type of
first mover 4 in the German sample. We report 95% confidence intervals.
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White) are positive, revealing the existence of a “deserving rich ethnic minority effect” — that is, a
rise in relative trust or in appraisal of deservingness of minority group members by the majority when
the latter learn that the minority members in question have high incomes. White Americans favor
equally the African American rich and the Hispanic rich (positive light and medium blue bars of the
left panel). NHIB(White, Afr. Ame. vs Hispanic) is thus close to zero.

Figure 4.4 shows the Normalized High-Income Biases in Germany. The size of the NHIBs appears
overall larger than in the US, meaning income information causes a greater reduction in discrimina-
tion against the outgroups.!” NHIB(Rooted Germans, Turkish vs Rooted Germans) is larger than
NHIB(Rooted Germans, East. Eur. vs Rooted Germans), only the first bias being statistically sig-
nificantly different from zero. Hence, unlike the US, the NHIB of the ethnic majority is selective in
Germany. Turning to NHIB’s of the ethnic minorities with respect to their own outgroups, these appear
sizable, but in an unexpected direction. The rightmost panel of Figure 4.4 shows that NHIB(Turkish,
Turkish vs Rooted Germans) and NHIB(Turkish, Turkish vs East. Eur.) are both negative. In other
words, Turkish first movers transfer less to a rich Turkish than they transfer to a rich rooted German
or a rich Eastern European, in comparison to baseline. There is in fact no significant difference in the
NHIB toward the other two ethnic groups by Turkish first movers (middle bar of the rightmost panel).
The existence of an NHIB of Turkish participants toward both ethnic majority and Eastern Europeans
suggests a general mistrust by Turkish people. Eastern Europeans have a positive, and statistically
significant, NHIB toward Turkish people relative to rooted Germans, while they treat their own rich
in the same manner as they treat rooted Germans. This also means that Eastern Europeans have a
more positive NHIB toward Turkish relative to that of Eastern Europeans themselves, though this
effect is not statistically different from zero at conventional levels.

We conclude:

Result 4a Releasing information that second movers are economically successful in real life signifi-

cantly reduces the ingroup bias, confirming H4a.

Result 4b The “deserving rich ethnic minority effect” of White Americans toward African Americans

18 no larger than the one toward Hispanics, contradicting H4b.
Moreover:

Result 4c The “deserving rich ethnic minority effect” of rooted Germans is larger toward Turkish

people than toward Fastern Europeans.
Result 4d Both Turkish and Eastern Europeans transfer more to rich outgroups than to rich ingroups.

Finally, it must be kept in mind that members of each ethnic group send less, not more, on average
to a second-mover who is in the top 20% by income than to one for whom income information is not
given. Thus NHIB or “deserving rich effects” play out against a backdrop of generally lower sending
to high earners, and they take the form of a lowering of discrimination against the rich of ethnic
minorities relative to the general discrimination against high income second movers, rather than of

absolutely larger sending to rich ethnic minorities than to others (see the end of Section 4.3.3).

19The larger reduction of discrimination in Germany can be partly driven by the fact that the discrimination had been
larger in Germany in the first place, so there was more room for intervention.
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Income ingroup bias

So far we have considered ethnicity as the relevant source of identification to tell apart ingroups and
outgroups. However, people may identify with different groups at the same time and many people
experience multiple identities (Brewer, 1999). The Ethnic plus Income block made income salient in
addition to ethnicity, by portraying a rich second mover. We conjecture that income may have been
a source of identification for first movers who are rich in real life. If this was the case, then we should
observe favoritism by rich first movers toward rich second movers, especially if they come from the
same ethnic group. We test for this hypothesis in this section.

Figure 4.5 investigates the existence of an ingroup bias based on income rather than ethnicity. It
shows how transfers depend on the first mover income level (either top 20% or bottom 80%) and the
information delivered regarding the second mover income (no information in the top panel and the
second mover is in the top 20% in the bottom panel). Rich first movers transfer significantly larger
amounts than bottom 80% subjects. All subjects decrease their transfers when the second mover is

known to be rich, but rich first movers do so to a lesser extent than bottom 80% first movers.

Figure 4.5 — Transfer decisions from first mover to second mover in the US and Germany by first mover income

usS Germany
1. Only ethnic group of second mover is known 1. Only ethnic group of second mover is known
8 o o _ 8 o o _
A bottom 80% - A bottom 80%1 |_|
2. Second mover top 20% income distribution 2. Second mover top 20% income distribution
8 top 2% - 8 top 20 -
A bottom 80% - A bottom 80% - —
3 4 5 6 4 5 6
Mean transfer from A to B Mean transfer from A to B

Notes: The bars display the average level of transfers by first mover income (either top 20% of the income distribution or
bottom 80%) pooling over the whole US sample for the left panel and the whole German sample for the right panel. The
upper part displays Ethnic block transfers (only ethnicity is known) and the lower part shows Ethnic plus Income block
transfers (the second mover is additionally in the top 20% of the national income distribution). 95% confidence intervals
are reported.

To investigate this question more systematically, Table 4.6 shows the respective effects of ethnic
ingroup (“A and B belong to the same ethnic group”) and income ingroup (with the variable “A top
20%”), using Ethnic plus Income block data only. This latter variable enables us to check how rich
first movers treat other rich second movers, compared to what bottom 80% first movers do. The last
line of the table shows the p-value of a t-test for the equality of both coefficients. It tells us whether
the income ingroup bias has the same size as the ethnic ingroup bias. We show the results for all
ethnic groups for completeness but the reader should keep in mind that most top 20% first movers in

our sample are from the ethnic majority.?"

20Tn fact, we have only 10 African Americans, 14 Hispanic, 6 Turkish descent and 14 Eastern European descent subjects
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Our analysis shows that the hypothesis of a significant income ingroup bias is rejected for all ethnic
groups except for rooted Germans. In Germany, the top 20% subjects from the ethnic majority transfer
almost one euro more to rich people compared to the amount that bottom 80% first movers choose
to transfers to top 20% subjects. Furthermore, for rooted Germans, the size of the income ingroup
bias is almost four time larger than the magnitude of the ethnic ingroup bias, and this difference is
significant at the 5% level (last line of Column 4 of Table 4.6). We do not find a significant income
ingroup bias for White Americans. Although both the ethnic ingroup variable and the income ingroup
variables show positive coefficients (suggesting an ingroup bias in both cases), they are not significant.
These results should be interpreted cautiously since the ethnic ingroup bias is much smaller in the

Ethnic plus Income block than when only ethnicity is disclosed.

that are within the top 20% of their respective national income distribution. So the coefficient of the variable “A top
20%” should be interpreted cautiously for columns 2, 3, 4 and 5 of Table 4.6.
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Table 4.6 — Comparison of the ingroup ethnic bias and the ingroup income bias when 2nd mover is in top 20% by income

US Germany

A White A Afr. Ame. A Hispanic A Rooted German A East. Eur. A Turkish

(1)

(2)

3)

Dep. Var.: transfers from 1st mover to 2nd mowver in the trust game

(4)

()

(6)

A Top 20% 0.191 -0.0704 0.0305 0.992*** -2.552* 0.154
(0.338) (1.048) (0.929) (0.291) (1.372) (1.485)
A and B belong to the same ethnic group 0.0426 0.305** 0.0158 0.239*** -0.177 -0.0475
(0.0377) (0.151) (0.104) (0.0429) (0.116) (0.187)
Constant 5.064*** 3.127*** 5.508*** 3.702*** 6.383** 1.141
(0.473) (1.116) (1.316) (0.625) (2.786) (2.346)
Controls Yes Yes Yes Yes Yes Yes
Observations 2337 366 369 2664 216 201
R? 0.033 0.051 0.072 0.044 0.252 0.104
p-value of test HO:
Income ingroup bias = Ethnic ingroup bias 0.662 0.726 0.988 0.011 0.087 0.894

Standard errors clustered at the individual level in parentheses
*p<0.10, " p < 0.05, *** p < 0.01

Notes: Results of pooled OLS regressions using all three decisions made by each first mover in the ethnic and income block of the Trust games in the US sample (columns 1 to
3) and the German sample (columns 4 to 6). The dependent variable is the level of transfers from the first mover to the second mover. The explanatory variables are binary
variables for whether the first mover has an income within the top 20% of the distribution and whether A and B belong to the same ethnic groups. In the Ethnic plus Income
block, all second movers are in the top 20% of the income distribution. We additionally control for a variable indicating whether the observation corresponds to the first round
of the block to capture any first round effects. Subject-level control variables include gender, 4 age, 2 education level and 3 employment category binary variables. The last row
of the table reports the p-value of a t-test comparing the size of the income ingroup bias (A top 20% coeflicient) with the size of the ethnic ingroup bias (A and B belong to the
same ethnic group coefficient).

LSNYL ANV ‘SSHOONS DINONODH ‘SVId DINHLY — § HALAVH))



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

Table 4.7 — In group bias based on income

(1) (2) (3)

All US Germany
Dep. Var.: transfers from 1st mover to 2nd mover in the trust game
A Top 20% 0.223 0.125 0.368*

(0.160)  (0.239) (0.214)

B top 20% 183 J1.095FF 1,282+
(0.0590)  (0.0784)  (0.0886)

B top 20% X A Top 20% 0.297**  0.108 0.476***
(0.127)  (0.193) (0.171)

A and B belong to the same ethnic group 0.191***  0.130*** 0.252%**
(0.0346)  (0.0476) (0.0497)

Constant 5.575**  5.720%** 5.314***
(0.276) (0.346) (0.502)

Controls Yes Yes Yes
Observations 13188 6540 6648
R? 0.051 0.049 0.067
p-value of test HO:

Income ingroup bias = Ethnic ingroup bias 0.419 0.911 0.207

Standard errors clustered at the individual level in parentheses
* p<0.10, ** p < 0.05, *** p < 0.01

Notes: Results of pooled OLS regressions using all six decisions made by each first mover in the Ethnic
block and the ethnic and income block of the Trust games. The dependent variable is the level of transfers
from the first mover to the second mover. All regressions include the following binary variables. A belongs
to Top 20% is equal to 1 if the first mover is from the top 20% of the income distribution. B top 20% is
equal to 1 if the decision was made in the ethnic and income block (second mover is rich). The third variable
is an interaction of the two. The next variable is an ethnic ingroup variable equal to 1 if the first mover
and the second mover belong to the same ethnic group. We additionally control for two binary variables
indicating whether the observation corresponds to the first round of the Ethnic block and the Ethnic plus
Income blocks, to capture any first round effects. Subject-level control variables include gender, 4 age, 2
income level, 2 education level and 3 employment category binary variables. Column 1 considers the US
and Germany jointly, columns 2 and 3 focus on the US and German samples respectively. The last row of
the table reports the p-value of a t-test comparing the two ingroup bias coefficients (A and B belong to the
same ethnic group and the income-group bias, i.e. the interaction between B top 20% and A top 20%.)

To deal with this issue, we can compare the ethnic bias with the income bias by pooling the
results of the 6 TGs from the Ethnic block and the Ethnic plus Income block. Do rich first movers
transfer higher amounts in the Ethnic plus Income block compared to the Ethnic block, relative to the
amount transferred by bottom 80% first movers? Table 4.7 shows pooled OLS regressions using all
six decisions made by each first movers in the TGs. The large and negative coefficient of the variable
“B top 20%” indicates that participants decrease on average their transfers between both blocks. In
the US, the null effect of the interaction term “B top 20% X A top 20%” indicates that first movers
with different income levels do not behave too differently. However, in Germany, the behavior of rich
vs non-rich first movers is more polarized. They all tend to decrease their transfers when the second
mover is among the top 20% of the income distribution, but rich participants decrease their transfers
much less. On average, in Germany, top 20% first movers decrease their transfers by about 0.8 euros

between the two blocks, while first movers within the bottom 80% of the national income distribution
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decrease their transfers by 1.29 euros. The difference is significant at the 1% level.?!

We run a test for the equality of the income inequality bias coefficient (the interaction between A
bottom 80% and B Top 20%) and the ethnic outgroup bias coefficient. Although the income bias is
almost twice as large as the ethnic bias in Germany, the test for equality of coefficients does not find
the difference significant at conventional levels.

We conclude:

Result 6a Rich rooted Germans transfer significantly more to fellow rich rooted Germans than do
non-rich rooted Germans. This “income-based” ingroup bias is economically but not statistically
significantly larger in magnitude than is the ethnic outgroup bias, and does not hold for other

ethnic groups.

Result 6b There is no statistically significant ingroup bias based on income in the US.

Gender Effects

Romano et al. (2017), Fershtman and Gneezy (2001) and Ahmed and Ahmed (2010) all find significant
gender effects, in that men display a larger ingroup bias than women. The meta-analysis by Balliet
et al. (2014) demonstrates that studies containing more (if not all) men than women yield larger
intergroup discrimination. We also find evidence of a gender effect in our experiments. As shown in
Table A4, overall men have a significantly larger ingroup bias than women. However, this result is
only significant in the US and in the Ethnic block.

4.4 Discussion

Our analysis has shown substantial variation in ingroup bias across countries and across conditions.
The first obvious question to a study of this kind concerns the external validity of our results. To what
extent can we be sure that our results reflect attitudes and preferences that hold outside of the research
medium that we used? This is of course a very general question. Some have expressed concerns about
whether experiments that are not run in natural conditions can be generalized (Levitt and List, 2007).
Others have argued that experiments permit incentive-compatible elicitation of human preferences
(Falk and Heckman, 2009), and that experiments’ results generalize to field settings (Camerer, 2015;
Herbst and Mas, 2015). Ultimately, we share the view of Falk and Heckman (2009) that even if
non-natural experiments may suffer from so-called experimenter demand effects or social desirability
biases, they are nonetheless valid instruments of research that should complement evidence coming

22 Moreover, our findings are likely to be of greater general validity for the

from other methods.
issues we study than are average lab experiments since they are obtained using samples that are more
representative with respect to age, occupation and income than is often the case.

A striking result of our study is the higher rate of discrimination observed in Germany compared
to the US in our experiment. Can we infer that this pattern of preferences also holds in reality? Or

could it be the case that US participants are more sensitive to social desirability than the Germans,

21This income ingroup bias in Germany is driven by first movers from the ethnic majority and is stronger if the second
mover is from a different ethnic group (not shown). This is consistent with the positive Normalized High-Income Bias
(deserving rich ethnic minority effect) we documented above.

Z2Experimenter demand effects and social desirability bias can be defined as the tendency of participants in surveys or
experiments to manifest patterns behavior that they perceive as being expected by the experimenter, or socially desirable
(Zizzo, 2010; Quidt et al., 2018).
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possibly because the social stigma — or internal guilt — associated with manifesting discriminatory
preferences toward the groups in question may be higher in the US than Germany?

First of all, we have to bear in mind the big differences in the history of inter-ethnic relationship
in the US vis-a-vis Germany. The Black/White racial divide has a complex history since the arrival of
African Americans’ as slaves in the 17th century and the mixed record of emancipation and integration
into the society as equal members. Tensions over large scale Hispanic immigration and American
Whites’ discomfort over widespread use of Spanish in Latino communications are more recent and
more complex to deconstruct. The immigration of Turkish and Eastern European began much later,
in the second half of the 20th century, and the reasons were partially different. Turkish people
were mainly “guest workers” migrating for economic reasons, while some — though not all — Eastern
Europeans escaped war zones after the break-up of Yugoslavia. We may conjecture that in the US
survey respondents may feel more restrained in revealing their real attitudes than people in Germany,
given possibly different ideas of what is politically correct. Or Germans may be less concerned with
their self-image than Americans. In what follows, we address these concerns further analyzing our
data, although we hasten to say that we can only offer speculative answers.

By construction, non-discriminating individuals are those who transfer the same amount of money
to second movers, regardless of their ethnicity. In fact, we find a significantly larger percentage of
US participants (76%) who transfer exactly the same amount to second movers, regardless of their
ethnicity, in comparison to German ones (56%), as shown in the last lines of Appendix Tables 4.B1
and 4.B2.

A preliminary conjecture is that this result is caused by differing degrees of attention. One could
think that some first movers were less attentive and selected the same transfer to finish the survey
early. We would then underestimate the extent of discrimination. We can discard this first explanation.
Figure 4.6 shows the distribution of the total time used to complete the whole Trustlab survey divided
by people choosing (at least once) different amounts across ethnic groups and subjects sticking to the
same transfers within each block. The distributions are nearly identical, suggesting that both types of
subject do not differ in the total time they took to answer the survey. This is also the case if we plot
the distributions separately for both countries (not shown). A more formal test confirms this visual
interpretation. We cannot reject the null hypothesis of no difference between both distributions using
a Kolmogorov-Smirnov test on the whole sample (p-value = 0.183). And this holds true when running
the Kolmogorov-Smirnov test separately on the US sample and on the German sample.

Another potential explanation is that subjects always choosing the same transfers may still be
racially biased but hide their true preferences from the experimenter, out of image concerns and social
desirability bias. One could argue, however, that the social distance with the experimenter is higher in
an online experiment than a laboratory one, which should diminish social desirability bias. We show
in Appendix 4.C that differences in TG transfer decisions correlate in an intuitive way with answers
to traditional questions of Trustlab’s survey module. For instance, we show that people declaring a
low racial bias in survey questions are also more likely to send the same transfers to all second movers,
regardless of their ethnicity. Of course this piece of evidence cannot prove that the extent of people
hiding their discriminatory attitudes was limited. At best, it shows some “consistency” in the way
“hiding” discriminators behaved throughout the survey.

The fact that rooted Germans are selective in their bias, discriminating more against Turkish than

Eastern Europeans, is after all not too surprising. The growing support of political parties and social
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Figure 4.6 — Time to complete the survey by type of transfer decisions
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Notes: The figures show the distribution of the time to complete the whole Trustlab survey, in minutes, keeping only
duration smaller than 500 minutes and pooling over the US and German sample. The graph plots two distributions:
the blue one corresponds to the 1202 subjects that always transferred the exact same amount within each block.
The red one is for the 996 subjects that sent at least once different amounts across two second movers (in both
blocks).

movements that put at the core of their agenda the protection of the country against the perceived
risk of ‘islamization”, in Germany as well as in other European countries, mirrors the ingroup biases
that we observe in our experiment. It suggests that social desirabilty bias may be limited in Germany.
Moreover, a higher ingroup bias in Germany than the US also emerges in Romano et al. (2017). It could
be the case that the US data only show the lower bound of discrimination, thus enlarging the difference
between the US and Germany. Even so, the size of the difference is such that it is implausible that it
is exclusively caused by differences in social desirability biases or in views of “political correctness” in
the two countries.

One may also question the lack of selective ingroup bias in the US. We expected higher White
Americans’ discrimination against African Americans than Hispanics. Even in this case, because of
historical reasons, social desirability bias might demand treating African Americans on a par with
Hispanics. We cannot oppose any firm counterargument to this objection, except for noting that
we do find some form of selective ingroup bias in the Ethnic plus Income block even among White
Americans. Ultimately, we believe that our research has uncovered previously unexplored patterns of
ingroup bias, and that further research should refine our understanding of these topics.

Our design in the Ethnic plus Income block was inspired by the idea that discrimination is often
associated with the belief that ethnic minorities are relatively unsuccessful in economic activities.
We showed that discrimination is significantly reduced when people from the ethnic majorities are
faced with successful ethnic minorities. This finding is potentially relevant for policy. It suggests

that spreading stories of economic success by ethnic minorities may be an effective way to reduce
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discrimination, because it would contribute to reduce the stereotype that ethnic minorities inevitably
fall into the categories of the “undeserving poor”. Stories of individual success may be spread at
various levels — by the press, the government, at schools, and through the entertainment industry
—e.g. in TV serials or films. Shaping more desirable individual behavior through the portrayal of
“success stories” or “role models” has been proven to be an effective way to, for instance, improve
healthy behavior, increase financial literacy, and knowledge about a public works program (Banerjee
et al., 2017, 2019; Ravallion et al., 2015; Berg and Zia, 2017). We posit that the same could be the case
with respect to inter-ethnic discrimination. This manipulation could be a way to break the “vicious
circle” conjectured by Adida et al. (2010) to explain patterns of discrimination in Christian-heritage
societies. In their analysis, rooted ethnic majorities discriminate against ethnic minorities — especially
Muslims — because of perceived lack of willingness to integrate, and ethnic minorities do not integrate
because of perceived discrimination.

There are two important caveats in our policy recommendation. First, even if people may accept
that some individuals from ethnic minorities have been successful, they may still refrain from updat-
ing their beliefs about the group as a whole. As shown in psychology research (Kunda and Oleson,
1995; Yzerbyt et al., 1997), when individuals are confronted with new evidence purportedly contra-
dicting previously held stereotypes about a group, they might further typify the group into “virtuous”
members and “non-virtuous” members, so that the additional evidence does not lead to significant
belief updates. For instance, the group of successful people from ethnic minorities may be typified as
the group of “business-people in the ethnic minority”. The positive treatment reserved to this group
may fail to extend to the rest of the ethnic minority. This resistance to removing stereotyping may
reduce the size of the effect on discrimination reduction. However, it offers a basis to update beliefs
in a direction consistent with reduction of discrimination. The second caveat, which was unexpected,
concerns the observation that ethnic minorities in Germany seem not to trust successful people of
their own ethnic group. This may point to a breakdown of internal trust and internal cohesion if “role
model” or “success stories” from ethnic minorities are diffused through the media. Our experiments
could not analyze the underlying reasons for this behavior. We do not know if it was due to envy,
or to genuine mistrust toward co-ethnic rich, or to some other factor. It also has to be added that,
while Turkish identity was arguably a meaningful source of attachment for participants in our study,
it is probably less the case for Eastern European descent subjects, given that this group encompasses
many different national groups for whom a shared sense of identity may be less developed or lacking
altogether. In this case, too, more research is needed to quantify and understand the nature of this
effect and whether it may disrupt social capital within ethnic minorities.

Another result that stands out is the significantly lower trust and trustworthiness by the only
recognizable Muslim group in our sample — Turkish in Germany. Even if this result is only partially
anticipated by others and only plays a small part in discrimination by the ethnic majority, it signals
the persistence of significant cultural differences between Turkish people and the rest of the popula-
tion. This confirms results from other studies showing sluggishness in cultural convergence between
immigrant groups and natives (Guiso et al., 2006; Bigoni et al., 2019), or between different cultures
within a country (Guiso et al., 2016). Cultural convergence by Muslims seems to be particularly slow
(Bisin et al., 2008; Adida et al., 2014). A conjecture to explain such sluggishness is that immigrants’
social networks, instead of including people from the ethnic majority, remain mainly confined to other

immigrants. Since both trust and trustworthiness are essential components of social capital (Putnam,
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2007), increasing trustworthiness by immigrant groups would seem a goal worth pursuing. However,
it is not clear how this can be achieved, except for stimulating interactions across different ethnic

groups.

4.5 Conclusions

The goal of this paper has been to investigate levels of inter-ethnic trust in the US and Germany,
focusing on the three main ethnic groups within each country. The general picture that emerges is one
of substantial differences in inter-ethnic relations, both cross-country and within-country. Between
countries, we document greater ethnic discrimination in Germany than in the US.

Within countries, while all ethnic groups, except Eastern Europeans living in Germany, show an
ingroup bias, there are large differences in the extent and direction of the bias. In Germany, the ethnic
majority holds the strongest ingroup bias and discriminates against Turkish descent subjects about
1.75 times more than against Eastern Europeans. In turn, Eastern Europeans and Turkish people
favor their ingroup over the other ethnic minority but do not discriminate against rooted Germans.
In the US, African Americans have the largest ingroup bias, but White and Hispanic first movers’
ingroup biases are significant, albeit smaller. Unlike Germany, American Whites do not treat members
of the two minority groups differently from one another. We show that in both countries, about 80%
of the discrimination is taste-based rather than based on differing expectations of trustworthiness.

Our design further tests how interacting with successful ethnic minorities may reduce the bias
of the ethnic majority. In the Ethnic plus Income block, we match first movers to second movers
within the top 20% of the income distribution and let the ethnic group of the second mover vary. Our
treatment acts like an exogenous shock on the negative stereotypes from which ethnic minorities often
suffer. The treatment successfully changes behavior of rooted Germans, as they reward rich Turkish
substantially more than rich Eastern Europeans. This treatment also reduces White Americans’
ingroup bias, but the effect is smaller and seems to favor more Hispanics than African Americans.
However, the treatment leads to the unexpected result that ethnic minorities in Germany distrust rich
people from their own ethnic group. Finally, we document significant and large favoritism by rich
rooted Germans toward fellow rich rooted Germans in comparison with low-income rooted Germans.
This effect does not extend to other ethnic groups.

Overall, the variety of inter-ethnic relations presented in this study and the differences in the
response to our intervention suggest that the policy-maker’s task, if aiming to reduce to reduce dis-
crimination, increase social cohesion, and tame the populist surge, entails complex challenges. First of
all, discrimination and ingroup bias is ubiquitous and common not just to ethnic majorities, but also
ethnic minorities — with the exception of Eastern Europeans in our sample. Second, discrimination
can be selective, either in its basic form or in the response to an intervention. Hence, the policy-maker
should have a clear map of the actual state of inter-ethnic relationships and might want to differen-
tiate the type of intervention depending on the ethnicities involved. Third, the behavior of Turkish
people and rooted Germans is reminiscent of the vicious circle proposed by Adida et al. (2014) to
explain inter-ethnic relations in France. Many rooted Germans mistrust Turkish people, mainly out
of taste-based rather than statistical discrimination. In turn, Turkish people are at the same time less
trusting and trustworthy compared to other ethnic groups. A similar situation occurs in the US with

respect to African Americans, albeit less markedly. African Americans trust others much less than
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other ethnic groups, although their level of trustworthiness is on a par with others. The persistence
of these behavioral differences, which arguably can be construed in terms of cultural differences, is
worrying and can provide an easy ground for populist messages to spread. There is nonetheless some
hope. Our intervention of showing examples of success from the ethnic minority does reduce discrim-
ination substantially and, in Germany, benefits especially Turkish people. As argued in the previous
section, more testing is needed to ascertain whether this intervention leads to the generalized removal
of stereotypical views that ethnic minorities lack work ethic, or remains limited to successful people.
Moreover, even if this intervention is successful for the ethnic majority, it may disrupt social cohesion
within the ethnic minority.

As argued by Putnam (2007), inter-group relationships can move at a glacial pace over time, but
they can undoubtedly improve. This is however not a foregone conclusion. The populist surge repre-
sents a setback in this progress by making ethnic demarcations more salient. Our paper has contributed
to this debate by bringing novel empirical evidence on the mapping of inter-ethnic relationships in

two large Western countries, and discussing possible avenues for interventions.
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us

1. Only ethnic group of second mover is known

2. Second mover top 20% income distribution

o-

Mean transfer from A to B

2 4 6

Germany

1. Only ethnic group of second mover is known

B Rooted German -

B Turkish -

III

B East. Eur. -

2. Second mover top 20% income distribution

B Rooted German -

B Turkish -

III

B East. Eur. -

2 4
Mean transfer from A to B

o-

Figure 4.A1 — Transfer decisions from first mover to second mover in the US and Germany by second mover

ethnic group

Notes: The bars display the average level of transfers to each type of second mover pooling over the whole US sample
for the left panel and the whole German sample for the right panel. The upper part displays Ethnic block transfers (only
ethnicity is known) and the lower part shows Ethnic plus Income block transfers (the second mover is additionally in the
top 20% of the national income distribution). 95% confidence intervals are reported.
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Figure 4.A2 — Transfer decisions from first mover to second mover in the US by first mover ethnicity
Notes: The bars display the average level of transfers to each type of second mover by first mover ethnic group. The
upper part displays Ethnic block transfers (only ethnicity is known) and the lower part shows Ethnic plus Income
block transfers (the second mover is additionally in the top 20% of the national income distribution). 95% confidence
intervals are reported. The computation are made on the whole US sample. Other first movers correspond to Asian
Americans, American Indian or Alaska Native, people with more than one ethnic group and other ethnic groups.
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Figure 4.A3 — Transfer decisions from first mover to second mover in Germany by first mover ethnicity
Notes:The bars display the average level of transfers to each type of second mover by first mover ethnic group. The
upper part displays Ethnic block transfers (only ethnicity is known) and the lower part shows Ethnic plus Income
block transfers (the second mover is additionally in the top 20% of the national income distribution).95% confidence
intervals are reported. The computation are made on the whole German sample.
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4.B Tables

Table 4.B1 — Summary statistics - US

Variable Obs Mean Std. Dev. Population mean
Socio-demographic characteristics
A white 1090 .715 .452 .604
A African American 1090 .112 315 134
A Hispanic 1090 .113 317 .161
A Asian American 1090 .037 188 .059
A other non-white race 1090 .024 .153 .042
Female 1090 .512 5 .508
Age: 0-14 1090 0 0 185
Age: 15-24 1090 1 3 129
Age: 25-54 1090  .569 495 .389
Age: 55-64 1090  .326 .469 129
Age: 65+ 1090  .006 .074 .166
A poor 1090  .498 .5 4
A medium income cat. 1090 .195 397 2
A rich 1090  .306 461 4
High school or less 1090 2 A4 A4
Some college 1090 .381 .486 .28
Tertiary diploma 1090 419 494 .32
Employed 1090 .55 498 b7
Self-employed 1090  .076 .265 .038
Unemployed 1090 .12 .325 .024
Out of the labor force 1090 .253 .435 37
Right wing 968  .449 498
Trust games behavior

Transfer same amount in Ethnic block 1090  .806 .395

Transfer same amount in Ethnic plus Income block 1090  .843 .364

Always transfer the same amount 1090 .763 425

within each block

Notes: All variables are binary. The population mean column refers to the real socio-demographic characteristics of the US. Ethnic
composition and education data comes from the 2018 US Census: https://www.census.gov/quickfacts/fact/table/US/PST045218 and
https://www.census.gov/data/tables/2018/demo/education-attainment/cps-detailed-tables.html. Age structure data comes from the
CIA World Fact book https://www.cia.gov/library/publications/the-world-factbook/. Employment data comes from the US Bureau of
Labor Statistics;: https://www.bls.gov/cps/cpsaatOl.htm. All our subjects are at least 17 years old. A poor means that the subject’s
household income falls within the bottom two income quintiles of the distribution of her country, third income quintile for A medium
income cat. and the top two income quintiles for A rich. Household income comes from all salaries, wages, profit from self-employment,
interest, rent, pension, social insurance payments and other benefits. Income is calculated before tax but after transfers. Right-wing
results from the dichotomization of answers to a left-right political attitude question on a 0 (far-left) to 10 (far-right) scale. A subject is
considered right-wing if her answer at the political attitude question is greater than 5. Transfer same amount in Ethnic block (Ethnic
plus Income block) is equal to 1 if the subject chooses to transfer the same amount to all Ethnic block (Ethnic plus Income block)
second movers. Always transfer the same amount within each block is equal to 1 if the two latter variables are both equal to 1 and 0
otherwise (the level of transfers can differ between blocks as long as second movers are treated the same way within each block).
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Table 4.B2 — Summary statistics - Germany

Variable Obs Mean Std. Dev. Population mean
Socio-demographic characteristics
A rooted German 1108  .801 .399 .745
A East. European 1108  .065 247 .065
A Turkish 1108 .06 .238 .034
A other non-native race 1108  .073 .26 .156
Female 1108  .503 .5 .507
Age: 0-14 1108 0 0 129
Age: 15-24 1108  .106 .307 .098
Age: 25-54 1108  .665 472 .389
Age: 55-64 1108  .213 41 157
Age: 65+ 1108 .016 126 23
A poor 1108  .361 481 0.4
A medium income cat. 1108  .231 422 0.2
A rich 1108  .408 .492 0.4
High school or less 1108  .293 455 .26
Some college 1108  .369 483 .56
Tertiary diploma 1108  .338 A73 18
Employed 1108  .623 485 .65
Self-employed 1108 .07 .256 .068
Unemployed 1108  .046 21 .024
Out of the labor force 1108  .261 439 0.26
Right wing 1017 .296 457
Trust games behavior

Transfer same amount in Ethnic block 1108  .606 .489

Transfer same amount in Ethnic plus Income block 1108 .75 433

Always transfer the same amount 1108  .557 .497

within each block

Notes: All variables are binary. The population mean column refers to the real socio-demographic characteristics of Germany. Ethnic
composition, education and employment data comes from the Statistisches Bundesamt: https://www.destatis.de/. Age structure data
comes from the CIA World Fact book https://www.cia.gov/library/publications/the-world-factbook/. All our subjects are at least 17
years old. A poor means that the subject’s household income falls within the bottom two income quintiles in her country, third income
quintile for A medium income cat. and the top two income quintiles for A rich. Household income was elicited using the following
question: In the last 12 months, what was the total income of your household before taxes have been deducted? (Income can come
salaries and wages, profit from self-employment, interest, rent, pension, social insurance payments and other benefits, among others).
Right-wing results from the dichotomization of answers to a left-right political attitude question on a 0 (far-left) to 10 (far-right) scale.
A subject is considered right-wing if her answer at the political attitude question is greater than 5. Transfer same amount in Ethnic
block (Ethnic plus Income block) is equal to 1 if the subject chooses to transfer the same amount to all Ethnic block (Ethnic plus
Income block) second movers. Always transfer the same amount within each block is equal to 1 if the two latter variables are both
equal to 1 and 0 otherwise (the level of transfers can differ between blocks as long as second movers are treated the same way within
each block).
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Table 4.B3 — Ingroup bias at the country level in the Ethnic block

(1) (2) (3)

Dep. Var.: transfers from 1st mover to 2nd mover in the trust game

A and B belong to the same ethnic group 0.290***  0.180***  0.176***
(0.0403) (0.0533) (0.0532)

Germany -0.0328  -0.0641
(0.123) (0.127)
Germany * A and B belong to the same ethnic group 0.219%**  0.222***
(0.0804) (0.0801)
Constant 5.319***  5.336*** 5.838"**
(0.0628) (0.0884)  (0.279)
Controls No No Yes
Observations 6594 6594 6594
R? 0.003 0.004 0.017

Notes: Columns 1 to 3 report the results of pooled OLS regressions on the US and German samples
jointly using all the three decisions made by each first mover in the ethnic bloc Trust games (only
ethnicity of second mover is known). The dependent variable is the level of transfer from the first
mover to the second mover. The explanatory variables are binary variables for whether the first
and the second mover have different ethnicity, whether the first mover lives in Germany and an
interaction of these two variables. We additionally control for a variable indicating whether the
observation corresponds to the first second mover encountered (first transfer made in the Ethnic
block) to capture any first round effects. Subject-level control variables (in column 3) include gender,
4 age, 2 income level, 2 education level and 3 employment category binary variables.
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Table 4.B4 — Individual determinants of ingroup ethnic bias

US Germany
Ethnic block Ethnic plus Income block  Ethnic block Ethnic plus Income block
(1) (2) (3) (4)
Dependent variable: ingroup transfer - average outgroup transfer
A White -0.192 -0.242
(0.152) (0.155)
A Hispanic -0.205 -0.281
(0.163) (0.183)
A rooted German 0.430* 0.387***
(0.252) (0.118)
A Turkish 0.554 0.101
(0.370) (0.206)
Female -0.163** -0.0782 -0.0630 -0.0734
(0.0814) (0.0740) (0.107) (0.0790)
Age: 18-24 -0.109 0.0402 0.0372 -0.0165
(0.128) (0.0663) (0.202) (0.137)
Age: 25-34 0.0455 0.114 -0.00914 0.000979
(0.132) (0.108) (0.174) (0.132)
Age: 35-44 0.0697 -0.00000797 -0.404*** -0.118
(0.112) (0.112) (0.148) (0.111)
Age: 45-54 0.0387 0.0171 -0.125 0.0738
(0.115) (0.0985) (0.162) (0.124)
A poor -0.0971 0.0175 -0.0377 0.0516
(0.105) (0.0920) (0.132) (0.107)
A medium income cat. -0.163 -0.0793 -0.107 0.0640
(0.135) (0.112) (0.136) (0.112)
High school or less 0.218* 0.0120 -0.0222 -0.0152
(0.121) (0.109) (0.152) (0.122)
Some college 0.100 0.0435 -0.108 -0.0179
(0.0959) (0.0869) (0.133) (0.0965)
Employed 0.156 0.0596 0.374 0.161
(0.118) (0.106) (0.241) (0.237)
Self-employed 0.105 0.0276 -0.0516 0.0118
(0.176) (0.190) (0.317) (0.266)
Out of the labor force 0.200* 0.0946 0.135 0.180
(0.118) (0.104) (0.259) (0.244)
Constant 0.266 0.227 0.0378 -0.275
(0.192) (0.176) (0.440) (0.287)
Observations 1024 1024 1027 1027
R? 0.013 0.009 0.021 0.014

Standard errors clustered at the individual level in parentheses

*p<0.10, " p < 0.05, *** p < 0.01

Notes: The table reports the results of OLS regressions on the US sample (only White, African American and Hispanic first
movers) in columns 1 and 2 and on the German sample (only rooted Germans, Eastern European descent and Turkish descent first
movers) in columns 3 and 4. Odd-numbered columns use the data of the Ethnic block, when only the ethnic group of the second
mover is known and even-numbered columns use the data of the Ethnic plus Income block when income information is additionally
disclosed. The dependent variable is the difference in the ingroup transfer and the average outgroup transfer. For instance, for
African Americans this corresponds to the difference between transfers to other African Americans and the average of the transfers
to White and Hispanic second movers. The explanatory variables are binary variables for the ethnic group of the first mover.
Subject-level control variables include gender, 4 age, 2 income level, 2 education level and 3 employment category binary variables.
See the notes of Tables 4.B1 and 4.B2 for more information about these variables.
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4.C Behavior consistency

We describe here the difference in attitudes between people sticking to the same transfer decisions
and those that deviate across ethnic groups using Trustlab’s survey module (see Appendix Table 4.C1
for a description of the variables). Is it true that subjects always transferring the same amount also
report being less racially biased in more traditional survey questions? It seems to be the case. Table
4.C2 and 4.C3 show the difference in means between the two types of behavior to several questions on
trust and opinion toward immigrants in the US and Germany respectively. In both countries, subjects
changing transfers and those always transferring the same amount (within each block) do not differ
much in their answers to trust questions that are not racially oriented. They both report similar levels
of generalized trust, trust in their family, neighborhood and people they know personally. However,
switchers trust less people of another religion, of another nationality or who immigrated. This result

is more pronounced in Germany than in the US.
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Table 4.C1 — Description of the variables in Trustlab’s survey module

Variable name

Description

Scale

Generalized trust

(OECD)

Generalized trust

(Rosenberg)

Trust in ...
Immigrants exert
less effort
Immigrants are

well integrated

Our culture is en-

riched by immi-
grants
Right-wing

In general, how much do you trust most people?

Generally speaking, would you say that most people can
be trusted, or that you can’t be too careful in dealing
with people?

Could you tell us for each of these groups how much
do you trust them?

Family

People in your neighbourhood

People you know personally

People you meet for the first time

People of another religion

People who immigrated

People of another nationality

People who seek refuge

US: On average, Blacks/African Americans have
worse jobs, income, housing than white people. Do you
think the differences are mainly due to discrimination
and disadvantages of educational opportunity, mainly
due to differences in in-born ability, motivation and
effort, or some combination?

Germany The average immigrants have worse jobs,
income, housing than native Germans. Do you think
the differences are mainly due to discrimination and
lack of opportunity, mainly due to differences in in-
born ability, motivation and effort, or some combina-
tion?

To what extent do you agree with the following state-
ment? Immigrants are well integrated in our society

To what extent do you agree with the following state-
ment? Our culture is enriched by immigrants

In political matters, people often talk of “the left” and
“the right”. How would you place your views on this
scale, generally speaking?

0 = not at all; 10 =

completely

0 = You can’t be too care-
ful; 10 = Most people can
be trusted

0 = No trust at all; 10 =1
fully trust them

US 0 = Mainly discrimina-
tion and educational disad-
vantage; 10 = Mainly lesser
ability, motivation and ef-
fort

Germany 0 = Mainly dis-
crimination and lack of op-

portunity; 10 = Mainly
lesser ability, motivation
and effort

0 = Immigrants are not in-
tegrated in our society; 10
= Immigrants are well inte-
grated in our society

0 = Our culture is under-
mined by immigrants; 10 =
Our culture is enriched by
immigrants

0 = Left, 10 = right. The
variable is dichotomized so
that it is equal to 1 for an-
swers greater than 5
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Table 4.C2 — Attitudes by type of transfer decision - US

0 ® ® @

Variable Change transfer Same transfers Diff. Obs.

Generalized trust (OECD) 6.844 6.423 -0.422 1,083
(2.468) (2.200) (0.162)***

Generalized trust (Rosenberg) 5.808 5.850 0.042 1,075
(2.720) (2.343) (0.175)

Do you think a stranger would return your wallet? 0.414 0.458 0.043 751
(0.494) (0.499) (0.041)

Trust in your family 8.585 8.423 -0.163 1,086
(1.911) (1.867) (0.134)

Trust in people in your neighbourhood 6.063 6.161 0.097 1,061
(2.332) (2.200) (0.161)

Trust in people you know personally 7.629 7.747 0.118 1,085
(1.893) (1.668) (0.123)

Trust in people you meet for the first time 5.087 4.989 -0.098 1,061
(2.380) (2.079) (0.155)

Trust in people of another religion 5.962 6.359 0.396 1,019
(2.297) (1.943) (0.150)***

Trust in people who immigrated 6.220 6.388 0.168 1,031
(2.419) (1.997) (0.154)

Trust in people of another nationality 6.102 6.502 0.400 1,040
(2.275) (1.867) (0.144)***

Trust in people who seek refuge 6.000 5.961 -0.039 1,021
(2.704) (2.197) (0.171)

Immigrants exert less effort 6.297 5.359 -0.938 970
(2.910) (2.878) (0.217)***

Immigrants are well integrated 5.967 5.985 0.017 1,023
(2.546) (2.356) (0.176)

Our culture is enriched by immigrants 6.704 6.655 -0.049 1,039
(2.796) (2.671) (0.196)

Right wing 0.647 0.469 -0.179 1,090
(0.479) (0.499) (0.035)***

Observations 258 832 1,090

Notes: Column 1: sample of US participants sending different amounts across ethnic groups at least once either in the Ethnic
block or in the Ethnic plus Income block. Column 2: sample of US participants sticking to the same transfer throughout
the Ethnic block and also throughout the Ethnic plus Income block (the level of transfer can differ across blocks as long as
second movers are treated the same way within a block). See appendix table 4.C1 for a description of the variables.
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Table 4.C3 — Attitudes by type of transfer decision - Germany

0 ®) ® @

Variable Change transfer Same transfers Diff. Obs.

Generalized trust (OECD) 6.544 6.663 0.119 1,096
(2.157) (2.053) (0.128)

Generalized trust (Rosenberg) 5.696 6.171 0.475 1,093
(2.005) (2.009) (0.122)***

Do you think a stranger would return your wallet? 0.406 0.489 0.083 764
(0.492) (0.500) (0.036)**

Trust in your family 8.921 8.882 -0.039 1,096
(1.484) (1.789) (0.101)

Trust in people in your neighbourhood 6.230 6.406 0.175 1,097
(2.004) (2.052) (0.123)

Trust in people you know personally 7.467 7.600 0.132 1,100
(1.511) (1.583) (0.094)

Trust in people you meet for the first time 4.397 4.764 0.367 1,087
(1.992) (1.993) (0.122)***

Trust in people of another religion 5.076 5.710 0.635 1,066
(2.120) (1.945) (0.125)***

Trust in people who immigrated 4.996 5.686 0.691 1,069
(2.139) (2.041) (0.128)***

Trust in people of another nationality 5.331 5.920 0.590 1,069
(2.080) (1.914) (0.122)***

Trust in people who seek refuge 4.881 5.588 0.707 1,062
(2.259) (2.172) (0.137)***

Immigrants exert less effort 5.908 5.337 -0.571 973
(2.273) (2.408) (0.152)***

Immigrants are well integrated 4.695 5.082 0.386 1,079
(2.274) (2.052) (0.132)***

Our culture is enriched by immigrants 5.324 6.228 0.905 1,083
(2.746) (2.673) (0.166)***

Right wing 0.403 0.314 -0.089 1,108
(0.491) (0.465) (0.029)***

Observations 491 617 1,108

Notes: Column 1: sample of German participants sending different amounts across ethnic groups at least once either in
the Ethnic block or in the Ethnic plus Income block. Column 2: sample of German participants sticking to the same
transfer throughout the Ethnic block and also throughout the Ethnic plus Income block (the level of transfer can differ
across blocks as long as second movers are treated the same way within a block). See appendix table 4.C1 for a description
of the variables.

248



CHAPTER 4 — ETHNIC BIAS, ECONOMIC SUCCESS, AND TRUST

4.D Experimental instructions

Before turning to the detailed instructions, we first summarize the sequence of experimental games.
They are organized in 5 tasks and several decisions have to be made within a task. The sequence
of tasks is the same for everyone. One task and one decision within the selected task are randomly

chosen to become payoff relevant. The 5 tasks are the following:
1. A (generalized) trust game as first mover and a (generalized) trust game as second mover
2. An unconditional public good game and a conditional public good game
3. A dictator game
4. The ethnic discrimination module (Ethnic block, Ethnic plus Income block and expectations)
5. A risk aversion module.

For each game where participants have to make decisions within a pair or a group, they are matched
randomly with other participants of the survey, living in the same country. In each game, new
participants are randomly drawn to be matched with the subject. Note that participants obtain
no feedback regarding others’ decisions or their earnings until after all games have been played and
Trustlab’s survey module has been completed. Subjects received their money via Paypal up to 48
hours after the end of the survey. The currency was the dollar in the US and the euro in Germany.

We report everything in dollars here for simplicity.

Screen 1

Welcome! Our research team??

invites you to participate in a quick online study on decision-making.
The aim of this study is to learn more about how we as human beings behave — how do we make
decisions? How do we interact with one another when faced with different choices? How do we feel
about the people and institutions around us? To find this out, you will be participating in different
tasks: In the first part, you will participate in five simple tasks, in anonymous interaction with one
or more other people. In the second part, you are going to sort different sets of words. In the third
part, we ask you to answer a few questions about yourself and your opinions. The whole study should
take you about 30 minutes. Note that you should complete this study in one sitting, without any
extensive period of inactivity. For best results, minimize distractions and close other programs. You
can participate in the study via your laptop computer or tablet (we support recent iPads). If you are
having trouble accessing the platform, we advise you to switch to Google Chrome. If problems persist,
please contact GMI, specifying your device model and browser.

By participating in the study’s tasks, you can earn an amount of up to [currency amount: United
States: “40 dollars”]. This amount will depend on the decisions you make together with the other
participants during the study’s tasks. At the end of the study, one of the several tasks you have
completed will be randomly selected. The amount of money you will receive will correspond to your
earnings in this selected task. Your decisions will also affect the earnings that other people will receive!

You will receive your money at the end of the study via Paypal. Your payment will be processed after

Zincluding researchers from Sciences Po Paris, Brown University and Kiel University
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your decisions and those of other participants are collected. Because other participants may not be
online at the same time as you, the calculation of your earnings may take up to 48 hours.
The data gathered in this study is subject to national privacy protocols. We will use it for research

purposes only.

Screen 2 — SECTION 1: TASKS

We will start by giving you five tasks. Note that each task may include several different decisions.
This is the part of the study that will allow you to earn additional money. Each of these decisions
may determine your final payments.

At the beginning of each task, you may be grouped with other study participants. All participants
in this study are from [country name (United States: “the United States”] like you. In each task,
the other participants you are grouped with will be different: the same person will never be in your
group more than once. How will your earnings be calculated? Your earnings in each task will depend
on your and the other participants’ decisions. At the end of the study, one of the five tasks you have
completed will be randomly selected. The amount of money you will receive will correspond to your
earnings in one of the decisions in this selected task. In short, each task may determine your final

payoft!

Screen 3 — TASK 1: INTRODUCTION

In the first task, two people participate: Participant A and Participant B. As mentioned before, this
other participant also lives in [country name (United States: “the United States”]. These are the rules
of the task:

e At the beginning of the task, both participants receive [currency amount, United States: “10
dollars”].

e Participant A has the option to transfer none, part or all of his or her [currency amount, United
States: “10 dollars”] to Participant B.

e Whatever amount Participant A sends is multiplied by 3.

e Participant B, after receiving the transfer of Participant A, has to decide how much money, if

any, he or she wants to send back to Participant A.

You are asked to make decisions in both role A and B. Which role you will be assigned to for payment
will be determined randomly. In either case, your interaction will be with a person who gets randomly

assigned to the other role.

Screen 4 — TASK 1: TEST SIMULATION

This is not the real task yet, but a simulation to help you understand the rules better. You can use
the test screen below to experiment with the different choices of the two participants. Between each

test, click the “reset to zero” button below to reset the calculator.
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Screen 5 — TASK 1: REAL TASK (PARTICIPANT A)

Now the real task 1 starts. Once you have made your decision and clicked the “Next” button, you
cannot return to this screen.

Suppose you are selected to be in the role of Participant A. You have [currency amount, United
States: “10 dollars”] in your possession. How much (if any) do you want to send to Participant B?

Please enter a number from 0 to 10:

Screen 6 — TASK 1: REAL TASK (PARTICIPANT B)

Now, suppose you are selected to be in the role of Participant B. On this screen you will make the
decisions that will count if you are selected for that role. Once you have made your decision and
clicked the “Next” button, you cannot return to this screen. As always, your initial endowment is
[currency amount, United States: “10 dollars”]. Remember that Participant A also starts with an
endowment of [currency amount, United States: “10 dollars”]. If Participant A sends you any of the
amounts listed in the table below, how much money (if any) do you want to send back to Participant
A? All of your choices below can impact how much money you and the other participant will receive

at the end of the study.

e If Participant A sends you [currency amount, United States: “0O dollars”] (your total endow-
ment is now [currency amount, United States: “10 dollars”]. How much will you send back to

Participant A:

e If Participant A sends you [currency amount, United States: “1 dollar”] (your total endowment is

now [currency amount, United States: “13 dollars”]. How much will you send back to Participant
A:

e If Participant A sends you [currency amount, United States: “2 dollars”] (your total endow-

ment is now [currency amount, United States:

Participant A:

If Participant A sends you [currency amount,
ment is now [currency amount, United States:

Participant A:

If Participant A sends you [currency amount,
ment is now [currency amount, United States:

Participant A:

If Participant A sends you [currency amount,
ment is now [currency amount, United States:

Participant A:

If Participant A sends you [currency amount,
ment is now [currency amount, United States:

Participant A:
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e If Participant A sends you [currency amount, United States: “7 dollars”] (your total endow-
ment is now [currency amount, United States: “31 dollars”]. How much will you send back to

Participant A:

e If Participant A sends you [currency amount, United States: “8 dollars”] (your total endow-
ment is now [currency amount, United States: “34 dollars”]. How much will you send back to

Participant A:

e If Participant A sends you [currency amount, United States: “9 dollars”] (your total endow-
ment is now [currency amount, United States: “37 dollars”]. How much will you send back to

Participant A:

e If Participant A sends you [currency amount, United States: “10 dollars”] (your total endow-
ment is now [currency amount, United States: “40 dollars”]. How much will you send back to

Participant A:

Screen 7 — TASK 1: REAL TASK (HYPOTHETICAL SCENARIO)

You have just had made decisions as Participant A and Participant B. The following question is
about your expectations of other people’s decisions. You are not actually deciding as Participant A or
Participant B, and this decision will not affect your earnings. We want you to imagine the following
scenario: Imagine you sent [currency amount, United States: “5 dollars”], so Participant B receives
[currency amount, United States: “15 dollars”], making his or her total budget [currency amount,
United States: “25 dollars”]. Participant B has no information about your identity. What amount

would you expect Participant B to return to you? Please enter a number from 0 to 25.

Screen 8 - THANK YOU

Thank you very much for entering your choice. We have recorded your decision. Now, please proceed

to the second task.

Screen 9 — TASK TWO: INTRODUCTION

In the second task, groups of 4 participants (yourself and 3 other people) are formed. Remember,
the participants in this group are different from the person you interacted with in the previous task.

However, they all live in [country name (United States: “the United States”]. These are the rules:
e At the beginning, each group member has [currency amount, United States: “10 dollars”].

e Every group member has to choose how much of these [currency amount, United States: “10

dollars”] he or she wants to keep and how much he or she wants to transfer into a joint project.
e The total amount transferred to the joint project is multiplied by 1.6.

e At the end, the money in the joint project will be re-divided and split equally between all 4

group members (including yourself).
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Screen 10 — TASK TWO: TEST SIMULATION

This is not the real task yet, but a simulation to help you understand the rules better. You can use
the test screen below to experiment with the different choices of the four participants. Whenever you

are ready to proceed to the real task, click next.

Screen 11 — TASK TWO: REAL TASK

Now the real task starts. Once you have made your decision and clicked the “Next” button, you cannot
return to this screen. You have [currency amount, United States: “10 dollars”] in your possession.
You may choose to keep this money, or choose to invest some (or all) of it in the joint project. How

much (if any) do you want to transfer to the project?

Screen 12 — TASK TWO: REAL TASK CONTINUED

Now imagine that this time, you find out how much money the other three members of your group are
investing in the joint project. All of your choices below can impact how much money you will receive
at the end of the study.

Please indicate how much (if any) you would like to transfer to the joint project:

e if on average, each of the other group members contributes [currency amount, United States: “0
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “1
dollar”]:

e if on average, each of the other group members contributes [currency amount, United States: “2
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “3
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “4
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “5
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “6
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “7
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “8
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States: “9
dollars”]:

e if on average, each of the other group members contributes [currency amount, United States:
“10 dollars”]:
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Screen 13 — THANK YOU

Thank you very much for entering your choice. We have recorded your decision. Again, your payoff

will depend on the actions of the other participants. Now, please proceed to the third task.

Screen 14 — TASK THREE: INTRODUCTION

The third task involves two participants — Participant A and Participant B. Remember, the other
participant is different from the ones you interacted with in the previous two tasks. However, he or

she also lives in [country name (United States: “the United States”]. These are the rules:
e At the beginning, Participant A receives [currency amount, United States: “10 dollars”].

e Participant B does not receive any money — he or she has [currency amount, United States: “0
dollars”].

e Participant A must now decide if he or she wants to transfer any of his or her [currency amount,
United States: “10 dollars”] to Participant B.

This transfer is not multiplied by any number and Participant B cannot transfer any amount back to
Participant A. Your role (Participant A or Participant B) will be determined later. We ask you to
make a choice as A in case this is your role. B has no decision to make. Remember that someone will
be assigned to role B and that person’s payment will be affected by your decision as A. Because this

task is simple, there will be no simulator to test out different choices.

Screen 15 — TASK THREE: REAL DECISION

This is the real third task. Once you have made your decision and clicked the “Next” button, you
cannot return to this screen. Suppose that you are selected to be in the role of Participant A. You
have [currency amount, United States: “10 dollars”] in your possession. How much (if any) do you

want to transfer to Participant B?

Screen 16 - THANK YOU

Thank you very much for entering your choice. We have recorded your decision. Now, please proceed
to the fourth task, which will be similar to Task 1.

Screen 17 - TASK FOUR: INTRODUCTION

Task 4 follows the same rules as Task 1 in which you participated earlier. In Task 4 you will be
assigned to the role of Participant A. In this task, you will again be asked to make choices about
how much money you want to transfer to a Participant B, but now you will have more information
about the background of the Participant B that you are interacting with. Participant B will have no
information about your own identity, except that you also live in [country]. If this Task is selected
as the one determining your payments, you will be paid for one of the choices you make during this
task, which will be randomly selected. In short, as always, every decision you make can determine

your final payoff!
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Screen 18 - TASK FOUR: RULES

Remember, in this task, two people participate: Participant A and Participant B. As mentioned
before, the other participants you are interacting with all live in [country name (United States: “the
United States”]. These are the rules of the task:

e At the beginning of the task, both participants receive [currency amount, United States: “10
dollars”].

e Participant A has the option to transfer none, part or all of his or her [currency amount, United
States: “10 dollars”] to Participant B.

e Whatever amount Participant A sends is multiplied by 3.

e Participant B, after receiving the transfer of Participant A, has to decide how much, if any,

money he or she want to send back to Participant A.

You are asked to make decisions as Participant A only. Your payoff will be based on the decision

of one Participant B who you will be randomly matched with.

Screen 19 — TASK FOUR: REAL TASK (INTRODUCTION)

Now the real task 4 starts. Once you have made your decision and clicked the “Next” button, you

cannot return to this screen. [The following three questions follow a randomized order]

Screen 20 - TASK FOUR: REAL TASK 1

Suppose that Participant B is [US: non-Hispanic White| [Germany: a person who was born in Germany
and whose parents were also born in Germany|. You have [currency amount, United States: “10
dollars”] in your possession. How much (if any) do you want to transfer to this Participant B? Please

enter an amount from 0 to 10.

Screen 21 — TASK FOUR: REAL TASK 2

Suppose that Participant B is [US: African American] [Germany: a person who was born in Eastern
Europe or whose parents were born in Eastern Europe]. You have [currency amount, United States:
“10 dollars”] in your possession. How much (if any) do you want to transfer to this Participant B?

Please enter an amount from 0 to 10.

Screen 22 — TASK FOUR: REAL TASK 3

Suppose that Participant B is [US: Hispanic] [Germany: a person who was born in Turkey or whose
parents were born in Turkey]. You have [currency amount, United States: “10 dollars”] in your
possession. How much (if any) do you want to transfer to this Participant B? Please enter an amount
from 0 to 10.
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Screen 23 — TASK FOUR: REAL TASK CONTINUED

There will be three more interactions, with yet again more information about the Participant B that
you are interacting with. The rules remain the same. Your payoff depends on how much you decide to
transfer to Participant B and how much this participant will decide to transfer back to you. Again, each
of these choices may determine your final payoff. [The following three questions follow a randomized

order]

Screen 24 — TASK FOUR: REAL TASK 4

Suppose that Participant B is [US: non-Hispanic White and the income he or she receives places him
or her among the 20% richest people in the US] [Germany: a person who was born in Germany and
whose parents were also born in Germany. Moreover, the income he or she receives places him or her
among the 20% richest people in Germany|. You have [currency amount, United States: “10 dollars”]
in your possession. How much (if any) do you want to transfer to this Participant B? Please enter an

amount from 0 to 10.

Screen 25 — TASK FOUR: REAL TASK 5

Suppose that Participant B is [US: African American and the income he or she receives places him or
her among the 20% richest people in the US| [Germany: a person who was born in Eastern Europe
or whose parents were born in Eastern Europe. Moreover, the income he or she receives places him
or her among the 20% richest people in Germany|. You have [currency amount, United States: “10
dollars”] in your possession. How much (if any) do you want to transfer to this Participant B? Please

enter an amount from 0 to 10.

Screen 26 — TASK FOUR: REAL TASK 6

Suppose that Participant B is [US: Hispanic and the income he or she receives places him or her among
the 20% richest people in the US] [Germany: a person who was born in Turkey or whose parents were
born in Turkey. Moreover, the income he or she receives places him or her among the 20% richest
people in Germany]. You have [currency amount, United States: “10 dollars”] in your possession.
How much (if any) do you want to transfer to this Participant B? Please enter an amount from 0 to
10.

Screen 27 — TASK FOUR: EXPECTATIONS

As before, we will ask you about your expectations of other people’s decisions. Remember, all par-
ticipants live in [country] like you. You are not making a decision as Participant A or Participant B,
and what you enter will not affect your earnings. In the following screens, we want you to imagine

different scenarios: [The following three questions follow a randomized order]

Screen 28 — TASK FOUR: EXPECTATIONS 1

Suppose that Participant B is [US: non-Hispanic White| [Germany: a person who was born in Germany
and whose parents were also born in Germany|. You have no information regarding B’s income, in

this case. Imagine you sent [currency amount, United States: “5 dollars”], so Participant B receives
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[currency amount, United States: “15 dollars”|, making his or her total budget [currency amount,
United States: “25 dollars”]. Participant B has no information about your identity. What amount

would you expect Participant B to return to you? Please enter a number from 0 to 25.

Screen 29 — TASK FOUR: EXPECTATIONS 2

Suppose that Participant B is [US: African American] [Germany: a person who was born in Eastern
Europe or whose parents were born in Eastern Europe]. You have no information regarding B’s
income, in this case. Imagine you sent [currency amount, United States: “5 dollars”], so Participant
B receives [currency amount, United States: “15 dollars”], making his or her total budget [currency
amount, United States: “25 dollars”]. Participant B has no information about your identity. What

amount would you expect Participant B to return to you? Please enter a number from 0 to 25.

Screen 30 — TASK FOUR: EXPECTATIONS 3

Suppose that Participant B is Suppose that Participant B is [US: Hispanic] [Germany: a person who
was born in Turkey or whose parents were born in Turkey|. You have no information regarding B’s
income, in this case. Imagine you sent [currency amount, United States: “5 dollars”], so Participant
B receives [currency amount, United States: “15 dollars”], making his or her total budget [currency
amount, United States: “25 dollars”]. Participant B has no information about your identity. What

amount would you expect Participant B to return to you? Please enter a number from 0 to 25.

Screen 31 - THANK YOU

Thank you very much for entering your choices. We have recorded your decision. Again, your payoff
will depend on the actions of the other participants. Now, you will proceed to the last task of this

section of the study.

Screen 32 — TASK FIVE: INTRODUCTION

In this task you have the option to choose from six different gambles. In each gamble, you can win
one out of two amounts. You must select one and only one of these gambles. Each gamble has two
possible outcomes: outcome A and outcome B. Only one of these outcomes will occur. The gamble
works as a random draw, comparable to a coin toss. Like in a coin toss, each possible outcome has a
50% chance of occurring.

Your compensation for this part of the study will be determined by:
1. Which of the six gambles you select. This is your choice.

2. Which of the two possible outcomes occur. This is determined by chance. The random draw is
conducted by our computer. Either outcome has the same probability of occurring. The gamble
selection table below shows your possible options. You will be asked to choose one of these

gambles.

Examples:

e For instance, if you choose Gamble 2, you will earn 7 dollars if outcome A occurs, or 10 dollars

if outcome B occurs.
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e If you choose Gamble 5, you will earn 4 dollars if outcome A occurs, or 16 dollars if outcome B

occurs.

e If you choose Gamble 1, you will earn 8 dollars, regardless of which outcome occurs.

Gamble Outcome Payoff Probabilities | Choice

A 8 50%

! B 8 50% .
A 7 50%

2 B 10 50% .

s s> e
A 5 50%

¢ B 14 50% .

S e e s | @
A 1 50%

6 B 19 50% .

Screen 33 — TASK FIVE: REAL TASK

Now the real task 5 starts. Once you have made your decision and clicked the “Next” button, you
cannot return to this screen. These are the six gambles from which you can choose. If this task is
chosen for payment, then your earnings will depend on the gamble you choose and the outcome of the

gamble. Please select the gamble of your choice.

Gamble Outcome Payoff Probabilities | Choice

A 8 50%

! B 8 50% .
A 7 50%

2 B 10 50% .
A 6 50%

3 B 12 50% .
A 5 50%

¢ B 14 50% .

e
A 1 50%

6 B 19 50% .
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Screen 34 — TASK FIVE: THANK YOU

Thank you once again! You have completed all tasks in this section and we have recorded all your

choices. Let’s go to the second section of the study, where you will be asked to sort a number of words.
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Résumé en francais

Etudes des déterminants des inégalités salariales
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RESUME EN FRANGAIS

Les inégalités au coeur de la profession économique

Mon principal argument tout au long de cette these est que les inégalités de revenus sont avant tout
un objet micro-fondé. Les individus font des choix, ont des préférences, une perception subjective
de 1’équité, se conforment aux normes sociales, les rejettent ou les renouvellent. Toutes ces forces
microéconomiques faconnent la vie et le statut économique et social des individus par leurs propres
choix — contraints ou non — et aussi par les décisions prises par d’autres individus. L’agrégation et les
interactions de ces forces microéconomiques ont des implications macroéconomiques. Collectivement,
les individus fagonnent les idéologies, changent les institutions économiques et les régimes politiques.
Ceci est particulierement pertinent pour le théme des inégalités de revenus. Avant de commencer a
mesurer des indices agrégés tels que le coefficient de Gini**, ou la part du revenu qui revient aux 1% les
plus riches, il est utile de réfléchir aux processus microéconomiques sous-jacents. Les gens choisissent
ou non d’aller a I'université, expriment leurs préférences en votant, font des choix sur le marché du
travail, etc.

Le choix de cette approche a été, comme toute entreprise de recherche, profondément influencé
par le contexte économique, social, politique et universitaire dans lequel j’ai commencé mon travail de
doctorat. Ces dernieres années ont vu la montée des populismes incarnés par les partis radicaux 2°,
un fort mécontentement civil tel que le mouvement des Gilets jaunes en France, et la baisse de la con-
fiance dans les institutions politiques dans plusieurs pays (OECD, 2017; Citrin and Stoker, 2018). Ce
contexte troublé a suscité I'intérét de chercheurs actifs dans un domaine universitaire particulierement
riche, reconfirmant sa pertinence. Ma these est largement issue du débat intellectuel qui a suivi
les travaux pionniers d’Anthony B. Atkinson, Branko Milanovic, Thomas Piketty, Emmanuel Saez,
Gabriel Zucman et d’autres. Le Capital au XXIéme siécle de Piketty a été publié pour la premiere
fois en Francais trois ans avant le début de ma these et en anglais deux ans auparavant. De nouvelles
données sur la richesse et l'inégalité des revenus ont été publiées et présentées au monde entier —
posant ainsi des chiffres sur des intuitions — ce qui a déclenché des débats nationaux sur I’élaboration
de politiques de redistribution (Atkinson, 2014; Ostry et al., 2019; Saez and Zucman, 2020). Cette
recherche révolutionnaire a eu juste le temps d’imprégner la profession, de telle sorte que, pendant
la derniere année de mon master et la premiere année de mon doctorat, les séminaires de recherche
étaient remplis d’économistes qui s’étaient appropriés le sujet a leur maniere, I'enrichissant de leurs
méthodes et données, produisant de nouvelles perspectives et questions de recherche. Certains auteurs
qui s’étaient déja attaqués a la question de la répartition des revenus plusieurs décennies auparavant

— comme Kuznets (1955) — ont suscité un regain d’attention.

24Le coefficient de Gini est une mesure synthétique de la répartition des revenus dans la population d’un pays. Il va
de 0 (égalité totale, tout le monde a le méme revenu) a 1 (inégalité extréme, une personne gagne tout).

ZBeaucoup de chercheurs ont tenté de déterminer les origines de cette dynamique, en soulignant I'importance des
facteurs économiques (Algan et al., 2017; Guriev, 2018). La montée des inégalités de revenus (Piketty, 2013), les effets
polarisants de la mondialisation sur les salaires créant des gagnants (travailleurs hautement qualifiés) et des perdants
(travailleurs peu qualifiés) (Autor et al., 2014, 2016) et la crise financiere de 2008 avec ses conséquences dramatiques
pour les plus pauvres, sont des déclencheurs de ressentiment, de mécontentement et de méfiance envers les élites et les
institutions politiques (Algan et al., 2017, 2019). Cette vision dichotomique du monde opposant le peuple & une élite est
souvent considérée comme une définition minimale consensuelle du populisme (Bonikowski and Gidron, 2016; Mudde,
2017). Une autre cause hypothétique du populisme est un changement culturel avec la renaissance d’un animus racial
qui pourrait avoir été en sommeil pendant plusieurs décennies, masqué par la vitalité apparente des idées progressistes
(Stephens-Davidowitz, 2014; Inglehart and Norris, 2016). Ce contrecoup culturel, pour reprendre la terminologie de
Norris and Inglehart (2019), a pu étre amplifié par l'accroissement de la diversité ethnique et la crise des migrants,
entrainant une redéfinition de l’identité “nous contre eux”.
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Questions de recherche

Cette these analyse le déroulement de plusieurs événements qui peuvent conduire des individus a
recevoir des salaires différents. La premiere question que je me pose est la suivante : Pourquoi des
personnes différentes sont-elles rémunérées de maniere inégale 7 J’examine ensuite les points de vue des
individus en ce qui concerne les inégalités de revenus : est-ce que des personnes différentes devraient
étre rémunérées inégalement 7 La distinction entre “différent” et “inégal” est importante. Les salaires
sont inégaux dans le sens ou ils varient selon une métrique monétaire unique, ce qui implique que nous
pouvons ordonner les salaires selon une hiérarchie verticale. Mais si les salaires sont unidimensionnels,
les individus varient de facon multidimensionnelle, et ne peuvent étre ordonnés de maniere verticale.
Les individus peuvent varier en fonction de leurs talents, capacités, motivation pour travailler dur, leur
mérite, leur personnalité, etc. En tant qu’économiste, mon objectif est d’analyser la maniere dont les
marchés, les institutions et les individus convertissent ces facteurs multidimensionnels en un résultat
unidimensionnel : le salaire. Répondre a la premiere question est une entreprise ambitieuse, et je ne
prétends pas y apporter une réponse exhaustive. J’ai axé mes recherches sur trois déterminants des
inégalités salariales : les choix éducatifs (Chapitre 1), les préférences normatives des managers et leurs
préoccupations en matiere d’incitation (Chapitre 3) et la discrimination ethnique (Chapitre 4).

La seconde question est également vaste, et je tiens a souligner que méme si elle ressemble a
une question normative, elle n’en est pas une. Dans les Chapitres 2 et 3, je montre comment des
individus répondent a cette question, avec leurs propres points de vue et perceptions de la justice
et de I’équité — concepts que je décrirai plus longuement dans la Section . En répondant a cette
question, mon objectif n’est pas seulement de clarifier les préférences sociales et politiques de nos
sociétés, je veux aussi décrire comment ces préférences varient d’un individu a ’autre. Tenir compte
de I’hétérogénéité nous permet de prendre du recul par rapport aux récits et idéologies dominants, et

de mieux comprendre le comportement des individus les moins favorisés (Chapitre 2).

Un récit des inégalités

Les chapitres de ma theése n’ont pas pour but de répondre a ces deux questions de maniere séquentielle,
ils suivent plutot un récit chronologique. Comme ma theése porte sur les choix et les préférences des
individus, elle pourrait étre entierement résumée sous la forme d’un récit. Le Chapitre 1 commence
par une étudiante qui hésite entre différents domaines d’études. Ses choix influenceront fortement sa
carriere professionnelle et son parcours salarial. Au lycée, elle s’intéresse beaucoup & ’économie et
lit régulierement la presse sur ce sujet. Une fois a I'université, elle se rend compte que, méme si ses
notes en économie sont tres respectables, elle est meilleure en sciences politiques et décide de suivre
plutot cette voie. Son ami, au contraire, s’en tient a sa vocation initiale, malgré des notes assez faibles
dans son domaine d’étude préféré. Elle se demande pourquoi il ne tient pas compte de ses notes,
contrairement a elle.

Dans le Chapitre 2, elle poursuit ses études et peut voter pour la premiere fois a 1’élection
présidentielle. Elle doit réfléchir au candidat qu’elle aimerait voir en fonction. En lisant les différents
programmes électoraux, elle identifie les différentes idéologies sous-jacentes. L’une d’elle considere
que les gens devraient étre payés en fonction de leurs mérites et de leurs talents, ce qui rendrait
équitables les inégalités économiques qui en résultent. Une autre considere que méme dans un con-

texte d’inégalité fondée sur le mérite, les différences de revenus peuvent encore étre indécentes, ce qui
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justifie 'intervention de I’Etat pour redistribuer les revenus. Pour se faire une opinion, elle s’inspire de
la Theory of Justice du philosophe John Rawls, qu’elle a lu pour ses cours de sciences politiques. Elle
s'interroge sur le type de société dans laquelle elle aimerait grandir si elle n’avait aucune idée de ses
futures circonstances de vie, de ses talents et de son environnement familial. L’exercice est concluant,
elle sait pour qui elle va voter !

Au Chapitre 3, elle obtient son premier emploi et rencontre son premier patron. Tous les membres
de son équipe regoivent presque le méme salaire, tandis que dans I’entreprise de son ami, les salaires
varient considérablement et sont indexés sur les performances. En discutant avec lui, elle se rend
compte que leurs patrons respectifs ont des points de vue tres différents sur ce qui constitue une
répartition équitable des salaires. Son propre patron considére que les personnes qui font le méme
travail devraient étre payées de la méme facon, tandis que le patron de son ami pense que les employés
ont besoin d’incitations financieres. Elle se rend compte que ces différents points de vue sur 1’équité
ont des implications majeures pour ’ensemble des structures salariales et des styles de gestion des
entreprises.

Enfin, au Chapitre 4, elle a de plus en plus de mal a travailler avec certains collegues, qui semblent
se méfier d’elle pour une raison qu’elle essaye d’identifier. Elle a été la cible de blagues racistes, et
craint que la couleur de sa peau n’explique le manque de volonté de ses collegues blancs a coopérer avec
elle, ce qui affecte ses performances au travail. Elle en parle a son patron et ils élaborent ensemble
une stratégie : il reconnaitra publiquement son travail et son mérite afin de mettre un terme a la
discrimination & laquelle elle est confrontée. Cela fonctionne — ses collegues blancs la respectent
davantage — mais la stratégie se retourne contre elle lorsque des collegues de la méme origine qu’elle
deviennent antipathiques et manifestement jaloux de son succes.

Quelles conclusions pouvons-nous tirer de ce récit 7 Les inégalités de revenus découlent de
I’agrégation de millions de choix économiques, sociaux et politiques individuels, faits a des moments
différents. En outre, ces choix sont fagonnés par les préférences, les perceptions de 'équité et les
croyances des gens. Enfin, les individus ne font pas seulement des choix qui influencent leur propre
trajectoire salariale, ils prennent également des mesures qui peuvent étre bénéfiques ou préjudiciables

aux personnes avec lesquelles ils interagissent.

Résumé des chapitres

Chapitre 1 : Updating of academic tastes and ability signals

Dans ce chapitre co-écrit avec Ghazala Azmat, Anne Boring et Roberto Galbiati, nous nous concen-
trons sur la premiere question décrite dans la section 4.5, dans le contexte des choix dans I’enseignement
supérieur. Nous documentons le processus d’apprentissage qui conduit les étudiants a choisir un mas-
ter. Nous partons du principe que les étudiants connaissent plus ou moins bien leurs vraies préférences
académiques. Certains étudiants peuvent avoir des convictions tres fortes et étre déja passionnés par
un sujet, tandis que d’autres sont plus incertains. Leur premiere année a 'université est ’occasion
de découvrir de nouvelles matieres, d’obtenir des notes qui fonctionnent comme des signaux sur leurs
capacités, et peuvent influencer leur orientation dans I’enseignement supérieur. Les gouts académiques
des étudiants évoluent donc au fil du temps, sont actualisés, en fonction des signaux que I’étudiant
recoit. Ce processus de “mise a jour” est essentiel car il conduit a des choix qui ont des conséquences

importantes sur les opportunités qu’auront les étudiants une fois sur le marché du travail. Par exem-
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ple, les salaires de départ a la fin des études varient considérablement selon les masters et les filieres
(Black et al., 2003; Carnevale et al., 2013).

De plus, savoir comment et pourquoi les étudiants changent leurs gotits académiques peut alimenter
le débat sur la flexibilité des systemes d’enseignement supérieur. Il existe de grandes différences
institutionnelles dans la maniere dont les étudiants choisissent leurs filieres d’études. Dans des pays
comme les EtatS—Unis, les étudiants peuvent prendre des cours dans des matieres tres différentes avant
de se spécialiser, tandis que dans d’autres pays, comme le Royaume-Uni et la France, les filieres sont
choisies avant méme d’entrer a I'université. Un systeme peu flexible présente I'inconvénient d’entraver
les changements d’orientation, mais a I’avantage d’accélérer ’accumulation de compétences (Malamud,
2011).

Dans ce chapitre, nous documentons ce processus d’actualisation en nous demandant comment
et pourquoi les convictions des étudiants concernant leurs préférences académiques évoluent tout au
long de leurs études de premier cycle. Pour mener notre analyse, nous utilisons un ensemble de
données unique en son genre provenant d’une université frangaise spécialisée dans les sciences sociales
— Sciences Po. Ces données présentent plusieurs avantages. Tout d’abord, elles sont longitudinales, car
nous pouvons suivre les étudiants tout au long de leurs études, de leur derniére année de lycée jusqu’a
leurs études supérieures. Nous mesurons les gotits académiques a deux moments précis en utilisant
le contenu des deux lettres de motivation que tous les étudiants doivent rédiger. La premiere est une
piece & inclure dans leur dossier de candidature pour Sciences Po, alors qu’ils sont encore au lycée, et la
seconde est rédigée deux ans plus tard lorsqu’ils justifient leurs choix d’universités pour le programme
obligatoire d’études a I’étranger de troisieme année. De plus, ce systéme universitaire est flexible dans
le sens ou les étudiants se spécialisent tard dans leurs études, mais ils n’ont aucune latitude dans leurs
choix de cours en premiere année. Le programme d’études est identique pour tous les étudiants de
premiere année ; ils doivent se familiariser toutes les grandes disciplines des sciences sociales (économie,
histoire, droit, sciences politiques et sociologie) avant de faire des choix académiques importants. Cette
caractéristique est souvent absente dans d’autres universités ou les étudiants choisissent eux-mémes
leurs cours et ne vont pas pouvoir savoir s’ils aiment certaines matieres ou pas. L’auto-sélection n’est
donc pas une préoccupation dans notre contexte. Enfin, il n’y a pas de contrainte du coté de 'offre
pour les choix de master, ce qui atténue les préoccupations stratégiques liées a la compétition qui
se poseraient si les étudiants devaient anticiper les choix des autres étudiants, dans 'optique de se
soustraire a la concurrence ou, au contraire, de s’y confronter.

Nous montrons que les gotuts académiques au lycée et en deuxieme année sont positivement corrélés
avec les choix révélés (les choix de master), cette relation étant plus forte avec les gotits plus récents
qu’avec les plus anciens. Cela indique que les étudiants changent d’avis en ce qui concerne leurs
préférences apres avoir été exposés au programme de 'université. Nous étudions ensuite les raisons
qui motivent ce processus d’actualisation des préférences académiques. Nous nous concentrons sur
trois types d’information mis a la disposition des étudiants. Premierement, nous utilisons des données
sur les gotuts initiaux des étudiants. Ils n’entament pas leurs études supérieures avec le méme degré de
certitude concernant leurs préférences académiques. Nous évaluons la force de ces croyances initiales
quand I’étudiant est en derniere année de lycée. Ensuite, nous étudions l'effet de plusieurs signaux que
les étudiants regoivent concernant leurs capacités : (i) ils découvrent leur aptitude dans le domaine
dans lequel ils voulaient initialement se spécialiser ; (ii) ils découvrent leurs capacités dans d’autres

domaines ; (iii) ils peuvent comparer leurs performances & celles de leurs camarades de classe. Nous
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étudions également si la précision des informations sur les performances des pairs importe dans le
processus d’actualisation des gotits académiques.

Nous constatons qu’environ 75% des étudiants changent de matiere préférée au cours des deux
premieres années de leurs études. Les signaux qu’ils regoivent par rapport a leurs capacités jouent un
role important dans ce processus : ils incitent a persévérer lorsqu’ils indiquent une bonne adéquation
avec les gotits initiaux, et favorisent le changement lorsqu’ils indiquent que 1’étudiant est meilleur dans
une autre matiere. Néanmoins, pour les étudiants qui ont la conviction qu’ils finiront par choisir un
certain domaine d’études, nous constatons une plus grande inertie au changement, méme lorsqu’ils
recoivent des informations négatives sur leurs aptitudes scolaires dans leur matiere favorite. Nous
montrons également que les performances relatives, par comparaison avec les camarades de classe,
ne jouent pas un roéle significatif. Un degré de précision plus élevé concernant les performances des
pairs ne change pas ce résultat. Nous ne constatons pas non plus de différences dans le processus

d’actualisation des gotts en fonction du sexe ou du milieu socio-économique des étudiants.

Chapitre 2 : Preferences over income distribution, evidence from a choice exper-
iment

Dans ce chapitre co-écrit avec Max Lobeck, Claudia Senik et Thierry Verdier, nous nous concentrons
sur la deuxieme grande question de recherche de ma these en analysant la fagon dont les individus
répondent a la question suivante : devrait-on payer inégalement des personnes différentes ¢ Nous
évaluons comment les préférences distributives, c¢’est-a-dire la facon dont une personne souhaite que
les revenus soient distribués, se révelent selon le contexte du choix. Nous nous concentrons sur trois
aspects : 1) le critere de dominance au sens de Pareto (si une distribution des revenus permet & chacun
d’étre faiblement mieux loti par rapport a l'autre distribution) ii) si les choix sont faits derriere le
voile d’ignorance (sans connaitre ses futures circonstances de vie) ou avec une position connue dans
la distribution des revenus, et iii) si les rémunérations relatives sont basées sur le mérite ou la chance.
Nous utilisons une expérience qui consiste en une série de choix entre deux projets qui aboutissent
a des distributions de “bonus” différents. Plus précisément, nous demandons aux sujets de faire une
série de choix binaires entre deux distributions de bonus pour un groupe de cinq personnes (le sujet
et quatre autres participants anonymes du laboratoire). Nous faisons varier l'origine de la position
dans la distribution (en fonction de la chance ou d’une tache requérant un certain niveau d’effort). La
distribution peut étre dominante au sens de Pareto ou non par rapport a I'autre. Nous demandons
également aux sujets de choisir successivement derriere le voile d’ignorance, donc sans connaitre leur
rang et leur gain futurs, puis en connaissance de leur position au sein de leur groupe.

La série de choix binaires que les sujets doivent faire peut étre divisée en deux catégories. Dans
la premiere catégorie de choix, le gain total est le méme dans les deux projets proposés, mais une
des répartitions est plus inégale en haut et en bas de la distribution. Dans la deuxieéme catégorie
de choix, le projet le plus inégal domine au sens de Pareto le projet plus égalitaire, c’est-a-dire qu’il
améliore faiblement la situation de tous les membres du groupe en termes absolus. Enfin, nous
assignons aléatoirement les sujets a deux traitements : le groupe “Mérite” et le groupe “Chance”.
Dans le traitement “Mérite”, la position des personnes au sein de leur groupe de cinq personnes est
déterminée par leur performance & une tache a accomplir apres que les choix aient été faits derriere le
voile d’ignorance. Dans le traitement “Chance”, le classement est déterminé de maniere aléatoire.

Notre principal résultat est que, derriere le voile d’ignorance, les sujets préferent unanimement le

266



RESUME EN FRANGAIS

projet aux inégalités plus élevées lorsqu’il est dominant au sens de Pareto. Dans ce cas, il n’y a pas de
différence entre les sujets appartenant au traitement “Chance” ou au traitement “Mérite”. L'unanimité
ne disparait qu’une fois que les positions au sein des distributions de revenus sont fixées, c’est-a-dire
lorsque les sujets connaissent leur propre classement avant de choisir entre les deux distributions.
Dans ce cas, environ 75% des sujets préferent la distribution dominante au sens de Pareto & une
distribution des revenus plus comprimée. Les 25% restants préferent saboter la situation des plus
aisés en supprimant de ’argent en haut de la distribution via le choix du projet plus égalitaire,
méme si cela n’améliore pas le sort des bas salaires. De plus, lorsque les sujets choisissent entre
deux distributions qui ont la méme efficacité (méme gain total), environ 65% d’entre eux préferent la
distribution plus égalitaire. Lorsqu’ils choisissent derriere le voile d’ignorance, les sujets sont nettement
plus susceptibles d’adopter la distribution inégalitaire s’ils sont dans le groupe “Mérite” plutot que le
groupe “Chance”. Cet effet du traitement disparait des que les sujets apprennent leur position dans
la distribution, et 70% d’entre eux préferent des inégalités plus faibles si cela n’affecte pas leur propre
gain. Tous les sujets qui sont mieux lotis dans la distribution plus égalitaire choisissent cette derniere,
mais seulement 80% des sujets qui obtiendraient un gain plus avantageux dans la distribution plus
inégalitaire choisissent cette derniere. Par conséquent, 20% des individus sont fortement opposés aux

inégalités et agissent en conséquence, méme si cela a un coiut personnel.

Chapitre 3 : Principals distributive preferences and the incentivization of agents

Dans ce chapitre co-écrit avec Max Lobeck, nous abordons la question des croyances concernant
I’arbitrage entre I’égalité et D'efficacité, les idéaux en matiere d’équité, et comment tout cela se traduit
in fine par des choix de compensation salariale. Nous nous concentrons sur les choix et préférences
des employeurs et managers, qui sont les entités pertinentes en termes de distribution des salaires.

Nous montrons qu’il existe une corrélation solide entre les préférences distributives des cadres
dirigeants et les structures incitatives de leurs entreprises. Nous utilisons une enquéte francaise réalisée
aupres de 4 000 employeurs et cadres dirigeants qui comprend un ensemble de questions relatives aux
rémunérations des travailleurs. Nous montrons que lorsque les cadres pensent qu’une politique de
salaires individualisés peut étre injuste, ils sont moins enclins a mettre en place une rémunération
basée sur la performance. Nous montrons que la relation perd de sa force mais reste importante
et statistiquement significative lorsque nous incluons des motifs stratégiques pour utiliser ou éviter
la rémunération a la performance tels que le fait de croire que ce type de rémunération motive les
travailleurs ou qu’elle est au contraire susceptible de créer des tensions, la prévalence des syndicats,
etc. Cette corrélation persiste également apres I'inclusion d’un large éventail de controles spécifiques
aux caractéristiques des cadres dirigeants et de leurs entreprises.

Il est compliqué d’établir un lien de causalité dans un tel contexte. Pour contourner ce probleme,
nous menons une expérience en laboratoire de type principal-agent, en randomisant les sujets pour
qu’ils occupent des postes de managers (principal) ou de travailleurs (agent). Chaque principal est
associé a deux travailleurs qui different en fonction de leurs niveaux de compétence. Les deux tra-
vailleurs choisissent un niveau d’effort cotiteux pour produire un bien, et le niveau d’effort ne peut
étre contractualisé. Les managers choisissent entre plusieurs contrats de rémunération a la piece pour
les deux travailleurs. Ces taux a la piece génerent une part variable de la rémunération basée sur
la performance pour chaque travailleur. Nous attribuons aléatoirement le principal (le manager) soit

a un groupe de Stakeholders (son revenu est proportionnel a la production des travailleurs), soit a
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un groupe de Spectateurs (son revenu est fixe). Les Spectateurs peuvent donc mettre en ceuvre leur
répartition des revenus préférée sans frais, ce qui donne une mesure de 1'idéal normatif d’équité du
principal. Dans le groupe Stakeholder, le principal est incité a tenir compte de la motivation des
travailleurs s’il veut augmenter la production commune et ainsi maximiser son propre revenu. Cela
donne une mesure de la propension a payer des managers pour mettre en place la répartition des
revenus qu’ils préferent. La différence de comportement entre ces deux groupes permet d’isoler les
préférences normatives en matiere de distribution.

En outre, notre cadre nous permet de déterminer avec précision I'importance relative de trois idéaux
d’équité (un résultat égalitaire, efficace ou un traitement équitable). Les contrats salariaux a la piece
constituent une innovation par rapport a la littérature existante, car la comparaison des taux a la piece
choisis pour chaque travailleur, en fonction de son niveau de compétence, conduit a une classification
directe en trois types de préférences distributives. Le choix de récompenser le travailleur a haut niveau
d’aptitude par un taux a la piece plus élevé témoigne d’une volonté de privilégier I'efficacité puisque,
dans notre contexte, cette approche maximise la production. Récompenser les deux travailleurs avec
le méme taux a la piece implique de les payer proportionnellement a la production qu'’ils ont réalisée.
Cela conduit a une équité procédurale puisque les deux travailleurs sont traités de la méme maniere
avec le méme salaire a la piece. Enfin, accorder une rémunération a la piece plus élevée au travailleur a
faible capacité témoigne d’un souci d’égalité, puisque les différences de productivité seront compensées.
Nous calibrons ces contrats égalitaires de maniére a ce que si les deux travailleurs exercent le méme
niveau d’effort, ils recevront le méme salaire final. Cela revient a une situation plutét commune dans
les entreprises ou les travailleurs recoivent le méme salaire car ils évoluent au méme poste, méme s’ils
ne produisent pas les mémes quantités.

Notre analyse prend en compte deux parametres importants : (i) est-ce que les agents choisissent
un niveau d’effort optimal par rapport a la rémunération a la piece qui leur est proposée 7 (ii) est-ce
que le principal anticipe correctement ce comportement ? Avant de demander au principal de choisir
les contrats salariaux qu’il souhaite proposer a ses travailleurs, nous lui demandons d’anticiper les
réactions des travailleurs quand ceux-ci feront face aux différents niveaux de rémunérations a la piece.
Cela nous permet d’avoir un contréle sur I'arbitrage efficacité-égalité auquel le principal pense faire
face avant que les travailleurs ne se mettent a travailler.

Nous constatons que méme dans un contexte d’entreprise trés marqué dans cette expérience (pos-
sible effet d’identité) et une situation d’aléa moral, les managers ont des préoccupations égalitaires.
Ils sont, en moyenne, préts a faire des compromis pour privilégier une diminution des inégalités au
sein de ’entreprise, au prix d’une production plus faible. Cette volonté est bien moindre s’ils sont
dans le groupe des Stakeholders et c’est également moins le cas lorsque ’enjeu de ’arbitrage entre
efficacité et égalité augmente. Les Stakeholders sont aussi plus sensibles a ces incitations a la marge
que les Spectateurs. Lorsque 'alternative au contrat qui maximise la production (fortes inégalités) est
le contrat favorisant un traitement équitable (plutot que le contrat égalitaire), les managers ne sont
pas plus susceptibles de le choisir en moyenne.

Cela indique qu’'une procédure équitable en tant que telle n’est pas considérée comme une car-
actéristique contractuelle exceptionnellement attrayante et que les managers sont plus intéressés par
les résultats distributifs finaux.

Nous effectuons une analyse de ’hétérogénéité des profils-type des managers en ce qui concerne

leurs préférences distributives, a l'aide d’un modele structurel. Nous assignons les managers a 1'un
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des trois types suivants : (1) ceux focalisés sur la production qui privilégient toujours le contrat qui
maximise la production conjointe. Ce type de principal n’attache aucune importance au bien-étre
des agents ; (2) ceux favorables a une redistribution élevée, et qui donc vont attacher une grande
importance au revenu de l'agent a faible capacité, et (3) un groupe intermédiaire qui attache une
importance significative au revenu de 'agent a faible capacité seulement si la différence de taux a la
piece devient trop défavorable pour cet agent.

Les estimations structurelles nous permettent de faire des estimations contrefactuelles pour modéliser
I'implication de ces trois types de préférences sur les performances de I'entreprise dans des contextes
légerement différents de ceux de l'expérience. Nous pouvons par exemple modéliser une situation
ou les agents détiennent des préférences sociales horizontales, alors que dans notre expérience, nous
éliminons ce mécanisme. Les simulations contrefactuelles qui modifient les préférences des travailleurs
montrent que les préoccupations égalitaires ne sont pas toujours associées a une perte de profit pour
I’entreprise. Des principes sophistiqués de maximisation de la production imiteront le comportement
des principes égalitaires parce qu’ils font en fin de compte les choix les plus efficaces si les travailleurs
sont égalitaires. Mais lorsque les managers sont naifs et n’actualisent pas leurs attentes en matiere
d’effort, ceux qui ont des préférences égalitaires obtiennent de meilleurs résultats pour des niveaux

modérés d’aversion aux inégalités des agents.

Chapitre 4: Ethnic bias, economic success, and trust

Le dernier chapitre est co-écrit avec 1’équipe de chercheurs du Trustlab : Yann Algan, Gianluca
Grimalda, Fabrice Murtin, Louis Putterman, Ulrich Schmidt et Vincent Siegerink.

Nous nous intéressons a la question des origines des inégalités en nous concentrant sur le role
joué par la discrimination ethnique. Dans un cadre expérimental, nous nous concentrons sur des
interactions économiques minimales entre des individus appartenant & des groupes ethniques différents.
Nos objectifs sont de mieux comprendre ’ampleur et les caractéristiques de la discrimination fondée sur
I’origine ethnique et de tester si elle peut étre réduite. Nous étudions deux pays occidentaux — les Etats-
Unis et ’Allemagne. Alors que la recherche sur ce sujet se concentre en général sur la discrimination
transnationale, ou sur la discrimination a l'intérieur d’un pays entre deux groupes ethniques, nous
utilisons des échantillons larges permettant d’étudier les schémas discriminatoires entre la majorité
ethnique, deux minorités et un groupe résiduel, dans chacun des pays. Nous pouvons ainsi étudier
si la discrimination est sélective ou si le groupe ethnique de l'outsider importe. Par exemple, nous
pouvons non seulement déterminer si une personne blanche aux Etats-Unis tend a favoriser les Blancs,
mais aussi savoir si elle traite de facon similaire une personne noire et une personne hispanique. Nous
déterminons si le favoritisme ethnique découle d’une défiance basée sur I’anticipation d’une fiabilité
moindre des personnes hors de son propre groupe (discrimination dite statistique), ou si elle est une
pure question de préférence ethnique (discrimination dite de gout).

Nous testons également l'efficacité d’une intervention destinée a réduire la discrimination. Un
biais ethnique repose souvent sur des stéréotypes selon lesquels les minorités ne partagent pas la
méme éthique de travail que la majorité ethnique. Les personnes issues de minorités ethniques sont
souvent dépeintes, dans l'imaginaire de nombreuses personnes, comme paresseuses et profitant des
prestations sociales (Gilens, 2009; Alesina et al., 2018). Nous vérifions si la publication d’informations
indiquant que les personnes issues de minorités ethniques réussissent sur le plan économique atténue

les attitudes discriminatoires de la majorité ethnique a leur égard.
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Notre expérience est issue d’'un module sur la discrimination ethnique sur la plateforme Trustlab,
une enquéte en ligne a grande échelle et multi-pays concue pour étudier les préférences sociales, la
confiance dans les institutions et la confiance interpersonnelle & ’aide de jeux expérimentaux rémunérés
(Murtin et al., 2018; Aassve et al., 2018a,b). Le module a été utilisé aux Etats-Unis et en Allemagne
sur environ 1000 sujets, représentatifs de la population nationale de chaque pays. Le module consiste
en plusieurs jeux de confiance impliquant des paires de joueurs. Chaque joueur de la paire regoit
une dotation de 10 dollars/euros. Le premier joueur peut transférer n’importe quelle fraction de
cette dotation a un second joueur. Le montant transféré est multiplié par 3 et la deuxiéme personne
peut ensuite reverser une partie de la somme transférée. Notre principale manipulation expérimentale
consiste a révéler le groupe ethnique du deuxiéme joueur au premier. Aux Etats—Unis, chaque premier
joueur est mis en contact dans un ordre aléatoire avec un Blanc, un Afro-Américain et un Hispanique,
qui jouent le role de second joueur. En Allemagne, le premier joueur est mis en contact, toujours de
facon aléatoire, avec des Allemands d’origine, une personne d’origine turque et une personne originaire
d’Europe de 'Est. Nous mesurons la prévalence du favoritisme pour son propre groupe ethnique en
comparant les transferts choisis par les premiers joueurs en fonction de ’ethnicité du second joueur.
Dans notre expérience, une attitude discriminatoire consiste & favoriser les personnes appartenant a
son propre groupe ethnique, au détriment des autres. En d’autres termes, il s’agit de la propension a
transférer des sommes plus importantes aux personnes de son groupe qu’a celles des autres groupes.
Comme nous connaissons également I’ethnicité du premier joueur, nous pouvons étudier comment le
favoritisme varie selon les types ethniques. Cela permet d’étudier les différences de comportement
entre la majorité ethnique et les minorités. Nous étudions également la sélectivité des préjugés, c’est-
a-dire si les transferts des premiers joueurs dépendent du type d’outsider. Les sujets ont-ils plus de
préjugés a I’'égard d’un groupe ethnique qu’a ’égard d’un autre 7 Existe-t-il un groupe ethnique qui
est discriminé ou favorisé par tous les groupes, ou les biais sont-ils totalement spécifiques a chaque
ethnicité ?

La deuxieme partie de ’expérience vise a déterminer si donner des informations sur le revenu des
minorités peut atténuer les préjugés ethniques, surtout ceux venant de la majorité. Nous effectuons
une autre série de jeux de la confiance ou les premiers joueurs sont maintenant associés a des seconds
joueurs dont les revenus appartiennent au top 20% de la distribution des revenus du pays. Nous
continuons & faire varier l'origine ethnique du second joueur. Les sujets issus de la majorité ethnique
sont donc confrontés a des personnes riches, méme si issues d’une minorité, ce qui contredit les habituels
récits populistes qui dépeignent les immigrants ou les minorités comme des assistés et des personnes
oisives. Nous analysons également comment les minorités réagissent au fait de jouer avec des riches
issus de leur propre minorité ethnique ou d’autres minorités.

Dans ’ensemble, nous constatons que les membres de tous les groupes ethniques favorisent de
fagon significative les personnes du méme groupe ethnique que le leur, a I’exception des participants
originaires d’Europe de 'Est. Ce préjugé est particulierement important pour les Afro-Américains
aux Etats—Unis, les Allemands d’origine et les participants d’origine turque en Allemagne. Nous
montrons en outre que la discrimination ethnique est sélective en Allemagne. Les Allemands d’origine
discriminent deux fois plus les participants d’origine turque que ceux originaire d’Europe de I'Est.
Au contraire, les premiers joueurs d’Europe de I’Est et ceux originaires de Turquie se discriminent
mutuellement, mais sont plus neutres dans leur confiance quand ils sont associés aux Allemands

d’origine. Aux Etats—Unis, les groupes ethniques ont un préjugé non sélectif et donc plus homogene.
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Nous pouvons décomposer la discrimination ethnique en une composante basée sur la préférence
pure et une composante statistique en utilisant I'information sur ce que les premiers joueurs pensent
que les seconds joueurs vont leur transférer en retour de leur propre transfert. Nous appelons cette an-
ticipation la fiabilité attendue. Nous en déduisons que 80% des préjugés sont dus a une discrimination
purement fondée sur un gott (ou plutot dégoiit) ethnique et 20% a la discrimination statistique. Ces
proportions sont a peu pres équivalentes dans les deux pays. Nous montrons en outre que les sujets
se font souvent des idées inexactes sur la fiabilité de certains groupes ethniques, a ’exception de ceux
concernant les seconds joueurs d’origine turque, qui transférent en effet beaucoup moins d’argent aux
premiers joueurs que les autres groupes.

Bien que tous les groupes ethniques tendent a réduire leurs transferts lorsque le second joueur est
riche, I'information sur le revenu atténue la discrimination ethnique. Le favoritisme ethnique disparait
presque completement, sauf pour les Afro-Américains et les Allemands d’origine qui continuent a
favoriser leur propre groupe, méme si le second joueur est riche, mais dans une mesure bien moindre
que lorsque les informations sur les revenus ne sont pas divulguées. De plus, nous montrons ’existence
d’un premium pour les minorités riches en Allemagne. En effet, les Allemands d’origine discriminent
moins les seconds joueurs d’origine turque qui sont riches que ceux qui ne le sont pas, ce qui laisse
entendre que les récits de réussite au sujet des minorités ethniques pourraient contribuer a changer
les stéréotypes. Cependant, nous montrons également que ce traitement peut se retourner contre
eux et générer de la méfiance au sein des groupes minoritaires. Aux Etats—Unis, nous observons
également un premium pour les minorités riches mais d’une plus faible ampleur qu’en Allemagne.
Cela pourrait s’expliquer par le fait que les Américains Blancs avaient au départ un comportement
finalement peu discriminatoire, donc l'intervention aurait eu de toute facon un effet limité. Aux
EtatS—Unis, le traitement ne génere aucun effet délétere au sein des minorités.

Nous constatons également que les premiers joueurs appartenant au top 20% de la distribution des
revenus favorisent les plus riches car ils transferent davantage a leurs semblables (eux aussi dans le top
20% de la distribution), par rapport au comportement des premiers joueurs moins riches. Cependant,

ce favoritisme basé sur le revenu n’est significatif que pour les Allemands de souche.
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